e R e L i e i R e i R e T L S R Y e T N e Y LY,

D A gy i T L2 A el R Kl o e iy e A e
- 8 R

Pheih
P NI T

TR

$feanthaaie el gty
WAL A L AR

Y
&
§
£

LY ST E o

European University Institute
Department of History and Civilisation

STATE COLLAPSE

AND

SOCIAL RECONSTRUCTION IN THE PERIPHERY

The Political Economy of Ethnicity and Development

- Yugoslavia, Serbia, Kosovo
By

Jens Stilhoff Sorensen

Thesis submitted for assessment with a view to obtaining the degree of
Doctor in History and Civilisation
from the European University Institute

Florence, 31 May 2006













European University Institute

I i

ISTITYTO UNIVERSITARIO EUROPEQ

3 0001 0047 7200 2 0 & MAG. 2006
BIBLIOTECA
/ Y
EUROPEAN UNIVERSITY INSTITUTE k})”/

Department of History and Civilisation

STATE COLLAPSE

AND

SOCIAL RECONSTRUCTION IN THE PERIPHERY -

The Political Economy of Ethnicity and Development

Yugoslavia, Serbia, Kosovo

Jens Stilhoff Sorensen

Thesis submitted for

assessment with a view to obtaining
the degree of Doctor of the European University Institute

Examining jury:

Professor Bo Strath
Professor Peter Becker
Professor Carl-Ulrik Schierup
Professor Peter Gowan

949 7103
-§ SOR "-z,-‘._,\.

.,







CONTENTS

CHAPTER 1 - INTRODUCTION: Aid Policy Shift and State Transformation
as expressions of Globalisation ¢

CHAPTER 2 - THE POLITICAL ECONOMY OF AID POLICY AND STATE
TRANSFORMATION: From Government to Governance and
From Marshall Plan to Stability Pact

CHAPTER 3 - SMALL NATIONS IN ONE STATE? The Legacy of the First
Yugoslavia and the Partisan Revolution

CHAPTER 4 - STATEHOOD BEYOND ETHNICITY? Socialism, Federalism,
and the National Question in a Developmental State

CHAPTER 3 - RE-FRAMING YUGOSLAVIA: From a Renegotiated State to
Its Breakdown

CHAPTER 6 - HEGEMONY AND THE POLITICAL ECONOMY OF
POPULISM: The Emergence of the MiloScvié¢ Regime and the
Transformation of Serbian Society

CHAPTER 7 - ADAPTATION AND RESISTANCE IN A NEW SOCIAL
FORMATION: Aspects of Cohesion and Fragmentation in
Serbia Proper and in Kosovo

CHAPTER 8 - POST-WAR GOVERNANCE, RECONSTRUCTION AND
DEVELOPMENT: UNMIK Country, June 1999-March 2005

CHAPTER 9 - OUTSORCING THE STATE or MANUFACTURING
CIVIL SOCIETY? - The Biopolitics of Aid

CHAPTER 10 - CONCLUDING SUMMARY

REFERENCES

39

79

113

159

183

217

259

299

327

341






CHAPTER 1

INTRODUCTION: Aid Policy shift and State Transformation as expressions of

Globalisation

Conjuncture, historical shifts: introducing the problem

The collapse of real-socialism in Eastern Europe both expressed and instituted considerable
changes in international relations, state transformations, and aid and security policy.'

With the end of what was called the ‘second world’ and the consequent reshaping of the
global order, the whole socialist development model was dead. Furthermore, a whole new
space was opening up for global capitalism as well as for the international aid regime. The
very project of the socialist state, itself for many decades a model for many developing

countries, now became an object of aid policy.

Initially there was great optimism for the post-Cold War order, and western neo-liberal
prescriptions for how the former Eastern bloc should transform their systems were advocated
with great confidence. At the same time, however, the whole project of ‘development’ was in
question. The crisis in Eastern Europe was preceded by a marked crisis in much of the
developing world. Through the 1970s and more notable in the 1980s, the development gap
between the rich and the poor increased, as did the number of aggravated social and political

conflicts, and there was a rise in civil wars.? The trend continued in the 1990s.

The shift in aid policy was reaffirmed, developed and consolidated in the post-bipolar world,

but its contours had emerged earlier. The crisis of development already appeared in the 1980s,

! The term *real-socialism’ was introduced by Rudolf Bahro in the 1970s, initially with a negative connotation
(implying that socialism was not implemented in practice). but the term was taken up by Soviet Icaders
{Breznjev and followers) who uscd it with a positive connotation. For the Iatter “real-socialism® denoted that
socialism had become realised in the Soviet Union and its satellite states. Real-socialism has since become a
term referring to the actually existing socialism as opposed to the idcological or theoretical teachings or socialist
political party programnes in the liberal democracies. I would like to thank Kristian Gerner for a clarifying
discussion on this terminology.

* Although subject to definition the number of wars increased from the 1960s to the 1990s. with an
accompanying trend towards internal (civil) wars. Compare: Gantzel, J. K (1994) “War in the Post World War Il
World: Empirical Trends. Theoretical Approaches and Problems on the Concept of Ethnic War” Paper presented
at Symposium on Ethnicity and War, San Marino Centre for Inter-Disciplinary Research on Social Stress (1994).



especially in relation to Africa, when western aid policy departed from its traditional post-
colonial concerns of uneven development within the international system and its earlier focus
on state and nation building. In the 1990s a duality developed within both aid policy and the
increasingly related field of refugee policy. Based on trends from the preceding decade there
was an increased focus on the character of domestic relations, institutions and form of
governing in unstable areas, effectively locating the problem of ‘transition’ as well as
‘development’ in the nature of domestic social and political relations of the concerned
country.3 Then, accompanying the erosion of asylum regimes in the West, came a number of
measures to prepare refugees for reintegration into their home societies, which was coupled

with initiatives for social reconstruction.

The features of the changing aid policy have become increasingly clear and general during the
last decade, and have been analysed as a logical response to the emergence of a number of
regions marked by protracted political crises and institutional collapse coupled with internal

wars and complex humanitarian emergencies.*

One aspect of this change was the idea of linking relief to development combined with the
reprioritization of aid budgets leaving larger budgets for humanitarian assistance, conflict
management and social reconstruction at the expense of conventional development aid. In the
post-bipolar world the problems of development and security became increasingly merged
into a single problem complex.’ Underdevelopment became defined as dangerous, while
development projects and the idea of ‘social reconstruction’ have become prime instruments
in the growing field of ‘conflict management’. Underdevelopment has generally become
interpreted as a risk factor for conflict and war and, consequently, social reconstruction and
aid measures have become central to conflict management. If the concern in the 1980s (and
early 1990s) primarily was that underdevelopment, and especially conflict and internal war,

produced refugee-flows, there came in the second half of the 1990s an increased attention to

3 DAC (1997) “DAC Guidelines on Conflict. Peace and Development Co-Operation”, Paris: Development
Assistance Committee. Organisation for Economic Cooperation and Development (OECD).

* Duffield, M (1997) “Evaluating Conflict Resolution: Context, Models and Mcthodology . Discussion Paper
(Bergen, Christian Michelsen Institute)

> Duffield, M (2001) “Global Governance and the New Wars” Zed Books: Ch. 2




conflict and underdevelopment as harbouring international criminal networks.® As such they

were a threat to global order.

A fundamental component to global orders in general is the relationship between state, nation,
and political economy, as well as the delineations between them. The term globalisation aims
at aspects of redefining those relationships, not least between the state and the political

economy, and has widely been interpreted as a force behind the collapse of real-socialism.

In this context, development aid during the Cold War focused on nation and state building and
on economic growth and material production within those states. In the bipolar order the state,
its role in the development process and in governing the economy, had been central in both
the socialist development model and in western liberal thinking. The state, and models of
corporatism, had played the crucial role to the whole welfare state project in post-war Europe,
and this was reflected in post-colonial aid policy. For the United States too, the most market
liberal version of capitalism, the strengthening of nation states - after the colonies had been
shaken loose - was essential as a form of organising political and geographical space for

global economic liberalism.”

From the 1980s on the role of the stare as an agent in development was de-emphasised. This
marked the beginning of a trend which accelerated in the post bipolar world. Aid policy now
aims at intervention in the society as such. Both aid and security now take /ife as their referent
object, rather than states, and has in this sense become bio-political.® Indeed it is because
security has /ife as a referent that ‘development’ becomes important. Central to this process

has been the concept ‘human security’, which became widely used by the UN in the 1990s.°

® Thus for cxample drug cartels in Latin America has been a central concern for the U.S. Government in the
1990s; following the collapse of the Sovict Union a great concern has been Russian mafia and the possibility of
‘nuclear drift’; and following 9/11 the problem of arcas harbouring terrorist networks have become central.

7 Cf. Smith, N (2003) “American Empire: Roosevelt’s Geographer and the Prelude to Globalization” University
of California Press: for example chapters: 6, 7, 12, 13 in passim.

® The concept will be discussed further below, cf. Foucault. M (1976/1978) “The History of Sexuality Vol 1: The
Will to Knowledge” Penguin; Brigg, M (2002) “Post-development, Foucault and the colonisation metaphor” in
“Third World Quarterly”, Vol 23, No 3: 421-436; Dufficld, M & N. Wadell (2004) “Human Security and Global
Danger: Exploring a Governmental Assemblage” Department of Politics and International Relations, University
of Lancaster; Dillon, M & J. Reid (2001) ) “Global Liberal Governance: Biopolitics, Security and War” in
“Millennium” Vel 30, No 1, 2001: 41-66; Hardt, M & A. Negri (2000) “Empire™ Harvard University Press,
Cambridge, Mass.

® I owe great thanks to Mark Dufficld who has endured numerous discussions with me, as well as shared
thoughts and drafts of his own work on aid policy and global governance. Cf. Duffield. M & N. Wadell (2004).
For the concept of human security in post-conflict aid in the Balkans see: UNDP Human Security Report (2000)
*Human Security in South-East Europe™.



Donor governments — as well as international governmental organisations (UN) — have
increasingly come to finance and subcontract NGOs and private partners to work directly in
recipient societies. The foreseen role for the receiving state is now primarily to provide the
security and legal framework for reforms and their implementation, rather than to be an actual
agent in a development process. In the 1990s an organisational reshaping of the aid sector has
included the growth of public-private networks, with donor agencies, international
organisations, non-governmental organisations (NGOs), private agencies, and military units
(such as peace-keeping troops or guarded aid transports) operating together in conflict

management and post-conflict reconstruction.

In East European ‘transition’ states the networks do not include military units, but in areas
like Kosovo or Bosnia, which are international protectorates, they are an essential component.
These networks form the organisational structure for implementation as well as a space for

policy articulation of an emerging system of global governance.

The process of ‘outsourcing’ and of operating through public-private networks marks a shift
in the governing of public policy, which has parallels in all policy-areas, but the radical
intervention into countries over which the donor governments have no legitimacy — in
intemnational law — and over populations to which they have no accountability, presents a

particular phenomenon.

This is certainly the case where there is no UN mandate for intervention. For example, in
much of Eastern Europe, since the 1990s, bilateral aid policy has largely been operating
through NGOs. For the post-socialist states the term fransition has been favoured, rather than
the term development, which is generally preserved for the ‘Third World’ (primanily in
Africa, Latin America and Asta). The concept of transition focused attention on regime-
change along with a tradition within political science (and economics) that studied
preconditions for, and processes of| transition from authoritarian rule (especially with
experience from Latin America and Iberian Europe). Regime change and systems change here
implied both the institutional arrangements for liberal democratic forms of government and
for market liberalism, with political and economic liberalisation assumed to go hand in hand.
Within this framework the concept of civil society was eventually revived to imply a kind of

institutional and cultural infrastructure of associations operating independently from the state




and assumed to promote and safeguard democracy. Here, the state was rather seen as part of

the problem since it was either too big and bureaucratic, too autocratic, or both.

The disintegrating Yugoslav state both fitted the transition problem, while also requiring a
direct humanitarian and post-war reconstruction response. Initially interpreted along the
Soviet model, as countries breaking loose from a central communist dictatorship, it soon
proved more complex. As a conflict area it was in need of social reconstruction and
reconciliation. Throughout the 1990s the Yugoslav crisis came to pose a fundamental
challenge to central aspects of emerging policies in the EU, its separate member states, and to
the United States. Security policy, including foreign, aid, and defence policy, were deeply
affected through it.

A number of important historical problems are generated here. First, the change in discourse
and structure of international aid as part of an emerging system of global governance
expresses a radical change in the relationship between centre and periphery on a global scale.
Second, the transformation of relatively developed areas — and even previous role models for
development — in Eastern Europe, such as the former Yugoslavia, into aid receivers, expresses
a problematic change in the centre-periphery relationship. Both processes are related to

changing relationships between state, nation, and the governing of the political economy.

The changes in centre-periphery relationships in the 1990s with the incorporation of post-
socialist states, and its consequences, are especially clear in the Balkans. In the process, both
the receivers and donors of aid are continuously transformed. This involves the change of the
entire security policy of Western states, including their military organisation, which is
adapting to new tasks of peacekeeping or to fighting wars in the periphery. Moreover, the
greatest effort, from a European point of view, in global governance and social reconstruction
- both in terms of military resources and in aid — is currently in progress in Europe, in the

Balkans, namely in the international protectorates of Kosovo and Bosnia-Hercegovina.

Framed within a macro-historical approach, this research has a dual purpose. First, it analyses
social change in Yugoslavia by exploring the nexus between statehood, ethnicity, and political
economy and its relation to the global political economy. It is the reworking of this nexus
which constituted the Yugoslav crisis both in the 1990’s and historically. Analysing the

Yugoslav system in this manner takes into account economic and cultural factors as well as



political and economic processes on a global level, thus enhancing an understanding of its
trajectory from a model of development into a symbol of state collapse and a region subjected
to international aid and military intervention. Second, this research explores aid policy, how it
has changed and how it addresses the abovementioned nexus with particular reference to
Kosovo. In the process, the research presents a critique of aid policy in relation to the post-
Yugoslav space, with a focus on Kosovo. The critique aims at how social change is
conceptualised within aid policy as well as within the dominant theoretical perspectives on
transition and social reconstruction on which it rests. Especially the ‘domestication’ of
problems of social and political change, where aid-providing countries are viewed only as
external to these problems, is criticised. In approaching the analysis in this manner I have

been guided by the following research questions.

- How has the governing of the political economy and the national question been dealt
with in the socialist federal Yugoslav state? What specific problems was it confronted
with, and how did it become a prime recipient of international aid?

- What is the character of social change and power relations in the ethno-nationalist
societies that emerged out of Yugoslavia, with particular emphasis on Serbia and
Kosovo?

- What is the character of the political economy in the ethno-nationalist projects of
Serbta and Kosovo?

- How have aid agencies interpreted them and how do they tackle these problems?

- How does the new aid policy, as represented by key donors and international
oranisations, conceptualise central problems of social change in the post-Yugoslav
context and in Kosovo? In particular, what is the view on:

a) post-conflict reconstruction

b) transition

¢) inter-ethnic relations

d) civil society?

It is the contention here that both the changes within aid policy that have taken place

throughout the 1990s, and the collapse of the Yugoslav self-management system as well as

the dissolution of that state, are expressions of a change in the form of governing (or from

government to governance) that take place during a new phase of global capitalism.



While the study of change in Yugoslavia, and change within international aid policy, both
require the framework of a macro-structural perspective — that is, the changing dynamics of
global capitalism — they are in themselves a locus where the changing dynamics of global
capitalism can be studied. In other words, they provide a concrete environment and context
where larger processes, and principal questions, can be understood. Namely, as such, macro-
historical processes, however important, are limited when pursuing an understanding of social
change in a particular field or society. They must be placed within a historical analysis of the
specific region. Local social relations, institutional settings, and general heritage, with which
global and external factors interact, make up the particular set of opportunities, limitations,
and scope for agency, on which the direction of social change in the particular area is
contingent. The conventional separations between ‘national’ and ‘international’, ‘local’ and

‘global’ are thus loosened up.

In order to frame my approach and develop the argument further, the remainder of this
introduction will firstly provide a critical review of some prevalent approaches to the issue of
transformation and international aid. It then proceeds to discuss how recent developments
within critical political economy and macro-scope perspectives may contribute to more
complex understandings. Finally, I will outline the dissertation’s theoretical and conceptual

approach and its overall structure.

The transitional view, Social Reconstruction and approaches to post-Conflict: trends

and persistent perspectives

The recent deep change in political systems and societies in Eastern Europe, as well as
elsewhere, have been approached from a variety of theoretical and analytical frameworks. The
most dominant perspective has however been the classical neo-liberal (i.e. market liberal)
view focusing on problems with a transition to liberal democracy and market economy.
Interpreted in the framework of democratisation and liberalisation this perspective
accommodates the (often explicit) assumption that the main frend is a struggle for transition
to democracy and market economy, accompanied by various policy prescriptions for how this
is best achieved. This discourse has been widely criticised for ignoring specific national and
regional characteristics, idealising western institutions, and for presupposing a linear process

of change. Indeed, as for example Bjom Hettne has pointed out, the very term transition



implies either a completed process, or one whose general direction is known, and therefore he

prefers the term ‘transformation’ "

The neo-liberal extreme of so- called ‘shock therapy’, involving structural adjustment and
privatisation, which dominated transitional thinking in the early 1990s was soon criticised for
having catastrophic consequences, and was eventually replaced with a more gradualist
orientation, in which the importance of state institutions was often acknowledged. "' In the

least developed areas there was also an increased focus on poverty.

Although the transition approach itself has undergone changes and varying conceptions in the
1990s, such as for example the shock-therapy versus the gradualist approach, as well as
variations in the importance acknowledged to institutions — which have become increasingly
emphasised -, the fundamental principles have remained much the same. Despite critique of
the approach’s implicit evolutionism, it has remained the dominant way of conceptualising

post-communist change. '

In cases where transition is perceived to be particularly problematic, and especially where
violent conflict is in question, there has been a tendency to conceptualise society as suffering
from social breakdown. Although the idea of ‘social breakdown’ is particularly typical for
societies that have experienced violent conflict, it has also been applicable to post-socialism,
where it is considered the political and economic systems as such which have destroyed the
economic potentials and social relations of society. The concept of ‘social breakdown’ may
certainly have an attractive appeal when confronted with a post-conflict society, but it tends to
draw attention away from process and from the fact that some form of social transformation
takes place through war itself. The concept invites to an understanding of society as

something that can be ‘rebuilt’ or ‘reconstructed’ following the breakdown it is perceived to

have experienced, without giving attention to the actual political and social transformation

19 Hettne, B (1995) “Introduction: the intemational political economy of transformation” in Hettne. B (ed) (1995)
“International Political Economy - Understanding Global Disorder” Zed Books, London.

! For a critique of shock-therapy with arguments for gradualism sec: Amsden, A. H, Kochanowicz. J and L.
Taylor (1994) “The Market Meets its Match — Restructuring the Economies of Eastern Europe”, Harvard
University Press, Cambridge, Mass. For a general critique sce Andor. L & M. Summers (1998) “Market Failure™
Pluto Press. London. Joseph Stiglitz (former chicf Economist of the World Bank) has agreed in much of the
critique against World Bank policics of the 1990s and was active in the policy-rcorientation of the Bank under
the presidency of James Wolfensohn.

'2 Compare: Craig-Nation. R, synopsis presented at the conference “Europe and the Balkans™. Bologna. February
2000.
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expressed through the breakdown itself. Here then appears the policy view of how the
reconstruction is to come about, and since it is not real-socialism which is to be reconstructed,

this brings the matter back to the same recipe as for transition. "

Social (post-war) reconstruction accommodates the same theoretical foundations and policy
prescriptions as fransition, such as market-liberalisation and promotion of market relations,
reducing state involvement in enterprise, political liberalisation and democratisation. Political
liberalisation and democratisation typically includes support to local NGO’s, support to and
training for ‘independent media’, various ‘rights’ projects (women rights, gender equality)
and so forth, which is interpreted as constituting ‘ctvil society’. In post-conflict situations
these measures are seen as essential to overcome and prevent conflict, and are coupled with
conventional relief and possibly development measures such as recovering infrastructure and

fighting poverty.

Reliance on this general approach is evident in virtually all aid-policy and social
reconstruction prescriptions by international agencies and donors in relation to the post-
Yugoslav space.'* In Kosovo, as well as Bosnia-Hercegovina, the effort is aimed at creating
the legal conditions and social climate for a market economy, and the agents in this process
are typically envisioned to be small and medium scale enterprise. In the Bosnian case this
transition is written into the constitution by the Dayton Peace Accords. In Kosovo the
situation is partly more complex. Bosnia-Hercegovina shows great complexity in inter-ethnic
relations and lack of basis for consociationalism, but Kosovo has the additional problem of a
highly contested and as yet unresolved political status. Cut off from Serbia in practice, and
placed under international protectorate, Kosovo cannot {since it is not a state) enter into
conventional relations with international financial institutions, obtain swift codes, or receive
country loans from the World Bank. Being among the poorest regions in Europe, Kosovo
displays elements of typical development aid and poverty reduction needs, but with its current
status it cannot even obtain a poverty reduction strategy. In this manner Kosovo is a

conspicuously strange universe within conventional development operations. Nevertheless,

13 Obviously it is also possible to think in terms of ‘social breakdown’ from a communist or communitarian
perspective, and propagate the ‘building’ or ‘reconstruction’ of socialist society. The metaphors of ‘breakdown’
and of ‘building’ society are very common, but within the neo-liberal framework ‘reconstruction’ and
‘transition” are incorporated into the same model for change.

4 Any of the World Bank, UNDP, EU, or Stability Pact documents referred to in this thesis will reveal this (the
documents are so numerous that a detailed analysis of them separately would merely produce a trite analysis of
details and might draw attention from the trend: a short characteristic overview is more fruitful here)
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what exists of development thinking for Kosovo is enmeshed in the assumptions that
privatisation and small and medium scale enterprise provides the driving force for economic

and liberal development.

Kosovo constitutes specific problems for international aid policy. In addition to its unresolved
status, it is at the same time a post-socialist society and a highly underdeveloped region in
need of conventional development aid. Moreover having emerged out of conflictitis a
classical post-conflict reconstruction case. The physical aspect of reconstruction is initially
fairly straightforward in terms of rebuilding infrastructure, schools and houses. Moving
towards classical developmental projects immediately poses a challenge where the status of
the polity is unresolved or where partnership and ownership is disputed or ambiguous. Social
reconstruction however is much more complex as it aims to regenerate stability within
political and social relations and institutions. In the dominant perspective conflict is
understood as a temporary breakdown from the norm of harmonious development. It is
assumed that reconstruction of the societies through stable and effective institutions cum
introduction of market economy through privatisation as well as the promotion of rule of law
(including securing property rights as a cornerstone for a functioning market economy), will
promote a stable social climate for future development. This is symptomatic for how
development discourse has come to be reinvented through conflict in the post Cold War world
and for the idea that it is conflict as such which has destroyed the socio-cultural environment
and increased poverty. However, as conventional ideas of development (with the focus on
state and nation building as a means of creating the polity for economic organisation and
development) have fallen from fashion, the policy-prescriptions within transitional thinking

have come to dominate also in post-conflict reconstruction.

While the emphasis on domestic relations has ensured that macro-structural processes are
largely ignored for analysing social change, the transition perspective also fails to account for
an actually existing transformation of the domestic (or local) societies themselves, as for
example the social transformation that has taken place through war in the former Yugoslavia.
More recently transitional thinking has come to emphasise the role of institutions, especially

in relation to post-communist change. The focus on institutions came partly as a response to

critique and partly to observations that the neglect of the state framework was highly
problematic. The, certainly more viable, institutional approach gave new impetus to transition

studies. Still, just as real-socialism had different forms (i.e. as central planning vs. self-
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management) so also does post-communism. In Czechoslovakia or Hungary the process of
redesigning institutions was partly through conventional instruments, such as multi-party
elections, but in the Yugoslav case, the experience of post-communism was different, with
war and ethnic cleansing constituting a complete restructuring of society and not just its
institutions. Here, ethno-nationalism, and not political parties, was the most important force,
and most effective in reshaping society. An emphasis on institutions, from a liberal
perspective, translated into aid policy, encounters the problem of distinguishing between
formal and informal institutions. Whereas the transitional approach envisions a copying of
formal western institutions the informal institutions cannot be copied. Historical heritage and
social relations are particular to a region and the idea of transforming informal institutions or
of creating the informal institutions, which can support the change of the formal ones,
constitutes a continuity with the radical interventionist ambitions in modernisation theory
from the 1950s, where institutional change presupposed cultural change. Today, however,

intervention has become more direct.

The new aid policy, whether in terms of ‘development’, ‘transition’, or ‘social
reconstruction’ (and regardless of whether the recipient area is in Eastern Europe, Africa or
elsewhere) here embodies the same theoretical heritage, and the same policy-prescriptions, of
exporting a particular set of institutions, both formal and informal, in order to promote
integration and harmony in a society. The emphasis on ‘civil society’ has become such an

effort at promoting or creating informal institutions, or at least institutions ontside the state.

The revival of the concept ‘civil society’ serves a number of functions. While it generally
replaces the earlier focus on the state, it has within a branch of transitional studies, which
focuses on ‘consolidation of democracy’ come to serve as a locus for aid, where the overall
ambition is to develop a political culture promoting the functioning of democracy. Here, the
problem of democratisation (and consolidation) is understood to not only involve a
functioning institutional framework, but a political cultural climate, including attitudes and
behaviour, where such institutions achieve meaning and can operate effectively. In post-
conflict areas, as well as underdeveloped areas, ‘civil society’ is understood as the
associations of the people, the ‘grassroots’ (as opposed to political institutions or elite
networks), where the departure of social change can be promoted. Thus, projects of
reconciliation, raising awareness of ‘rights issues’, as well as certain local welfare provision,

can be launched in this ‘local’ setting. The term ‘civil society’ is as vague as the term

13



‘democracy’. In practice, since (aid) donors need partners (other than a state institution) this
has largely come to mean non-governmental organisations (NGOs), or ‘independent media’.
Within the new aid policy NGO’s have thus become the principal tool for penetration into the
societies of the aid-receiving state. As the problem of ‘conflict’, ‘transition’, or ‘development’
has become localised in the countries concerned, aid policy now has an extended ambition to
promote cultural change and to target attitudes and behaviour (as reflected in aid projects of
for example ‘human rights training’, ‘gender awareness’ and ‘reconciliation’).

Such a project to change social and mental processes in aid-receiving countries, through
networks of non-governmental organisations, extends the biopolitical ambition of governance
to a global scale.' Biopolitics concerns the life of populations, of developing knowledge of it
in order to intervene and regulate it through techniques of surveillance and management of all
aspects of social life, such as health, hygiene, sexuality, and wealth. The ambition to change
attitudes and behaviour is about as radically interventionist biopolitics can get. As Vanessa
Pupavac has suggested the character of aid has in fact become therapeutic.'® In this manner
the will to govern the peripheral lands is stronger than the promotion of cultural change as
represented by aspects of modernisation theory in the 1950s, or than that of classical

colonialism, which was mainly concerned with geopolitical control.!?

Civil society has been conceptualised in a number of ways, which will be discussed further in
chapter 9. However, we can already here point out that, as it is conceptualised within aid
policy today, it is historically empty (that is, it is used in a different way than previously in
history). In early modern times the term ‘civil’ meant to behave as a citizen and the concept of |
civil society could for example refer to society being governed by law (i.e. and therefore

‘civil’).

Various academic definitions are not really helping us here, as the primary interest here is in

how the agents involved in the aid industry use them. With definitions being rare in policy

'* The term bio-politics was used by Michel Foucault and implies a form of politics which entails the
administration of whole processes of life of populations: Foucault, M (1976/1978) and Foucault, M (1997/2003)
“Society Must Be Defended”™ Penguin. Mark Duffield has suggested the extension of the term to aid-policy and
he has recently engaged in rescarch on continuities and differences between colonialist and modern forms of
intervention (personal communication).

16 Pupavac, V (2001) “Therapeutic Governance: Psycho-social Intervention and Trauma Risk Management”.
Disasters. Vol 25 (4): 358-372; Pupavac. V (2003) “Gender, Human Rights and Therapeusing Development”,
School of Politics, University of Nottingham.

'7 For this ‘will to govern” see Dufficld (20015) “Governing the Borderlands: Decoding the Power of Aid”,
Disasters, Vol 25 (4): 308-320
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documents the conceptualisation of this important notion must be analysed from the context in
which it is used in aid discourse. Here, for all practical purposes, “civil society’ is apparently
understood as a ‘thing’ or an ‘entity’ rather than as processes or social relations. The idea of
promoting, or even ‘building’ civil society then achieves meaning, as it is the (non-state)
associations with which partnership can be formed, that are being singled out as agents for
social change. In this manner NGOs become the representatives for ‘ctvil society’, and “civil
society’ becomes the representative for ‘culture’, which is supposed to be transformed in one
way or another. Civil society (as embodied by NGOs) has, within aid-policy, become the
infrastructure through which cultural change can be promoted. This way of conceptualising
civil society is highly problematic, as shall be discussed further in chapter 9, and it may even

stand in contrast to some of the theoretical heritage to which transitional thinking owes.

The concept of a ‘civil society’ has a problematic relationship to ‘ethnicity’, since the former
is generally associated with universal values and not to ethnic criteria, whereas the latter have
been central in many conflict areas, not least in the Balkans. If ‘civil society’ is to promote or
safeguard liberal traditions (i.e. democracy) it cannot be based on ethnic exclusivism and
therefore the promotion of NGOs has had to take in consideration the orientation of the
individual NGOs. In many respects this may imply a conflict between actually existing forms
of local loyalty and association as well as highlighting the question of how representative an
individual NGO is.

Ethnicity, Nationalism, clan-structure, conflict and the state

The very notion of “ethnic conflict’ also received new impetus in the 1990s. Following the
internalisation of the aid problematique, parallel to the transition peak, and accompanying the
mobilisation of conflict along ethnic lines in places like Yugoslavia a whole discourse on
ethnic conflict has expanded. While often used (also here) simply in a descriptive manner, i.e.
for conflicts where mobilisation essentially follows ethnic delineation and where identity
politics and ethnic-national politics are a central component in the mobilisation of conflicts,
the dominant perception has however been that conflicts resurge in regions where they have
previously been contained, or held at bay, by repressive regimes. Here we encounter the
metaphor of ‘pandoras box’ out of which numerous miseries escape once the lid has been
lifted.
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Albeit often criticised this so-called ‘pressure-cooker’ view appears in subordinate clauses o1
implicitly even in some academic studies where the general approach and macro-perspective
is dynamic and does not require any static conceptions of ethnicity.'® The pressure-cooker
thesis holds a caricatured picture of ethnic groups, of social relations and of the state. Namely
it largely neglects process, through which conflict mobilise and escalate, presupposes static
relations between static group formations and assumes a purely repressive (and very

effectively so) state apparatus isolated from the society over (not in) which it rules.

On the other hand some of the critique, notably from the radical left or from radical
constructionist camps (for example within cultural, feminist, or ethnic studies), have tended tc
bereft the concepts of culture or ethnicity of any meaning at all, wishing to render any
reference to them as “essentialist’ or even racist, and suggesting that they are mere ‘social
constructions’.'” Such “cultural nihilistic’ approaches to social relations (including ethnic
relations) appear to be unnecessarily one-dimensional and naive.”® Culture, as well as

traditional loyalties such as ‘tribe’, ‘clan’, ‘kin’, - their presence and character, or their

'8 For example Reifer, T & J. Sudler (1996: 34) “The Interstate System” in Hopkins, T & 1. Wallerstein (1996)
“The Age of Transition - Trajectory of thc World System 1945-2025" Zed Books, London & New Jersev: 13-37
Here the authors pursue an excellent analysis of post- World War II changes in the inter-state system and may
not even wish to propagate the pressurc-cooker thesis, as they don't focus at all on intcrnal conflict, but it is
unfortunate that the power of this perspective is such that it may cven appear unintentionally, My doubt of the
actual intention follows from that their analytical framework is in fact important to the understanding of such
conflicts. but that the focus on macro-scope processes often allows for a neglect of local process and for
sweeping statements over the latter.

' Such extreme positions may be marginal. but has received some influence in Sweden and. although I do not
think this is particular for Sweden, my expericnce mainly comes from here. where a number of politicians and
academics have taken such a stance, which has been reflected in the debate over integration and in the debate
over so called “honour-related violence'. Here, there are two problems related to the discussion of culture. One
concems a position within multiculturalism, which sces “culturcs’ as diffcrent but considers the consequent
pluralism as mutually beneficial and therefore any critique of ‘other cultures’ would be narrow-minded or even
racist. a problem discussed by Carlbom, A (2003) “The Imagined versus the Real Other”, Lund Monographs in
Social Anthropology 12. Lund: Ch. 3. The other problem is connected to what I have called *cultural nihilism®,
in which culture is largely rendercd taboo as a reference to social behaviour, and where some other favourite
structure instead is brought forward as sole determinant factor, such as socio-economic structures (a vulgar
misrcpresentation of Marxism} or “patriarchal structures’ (radical feminism). There are thercby also two
ontological-epistemological positions possible for the ‘cultural nihilist’, onc being positivist (favouring some
other structore as sole determinant for explaining some phenomenon) and the other extreme relativist. [
presented some criticism of this in Sérensen, J. S (2002) “Balkanism and the New Radical Interventionism™ in
“Intermational Peacekeeping™ Vol 9, No 1, Spring 2002, Frank Cass, London: 1-22; and morc in Sérensen. J. S
{2006) "Kultur. institutioncr och social tillit: en diskussion av Rothsteins ansats och historisk kontext™ in
“Statsvetenskaplig Tidskrift” 2006; 1, Lund (Swedish Political Science Review). An analysis of a part of the
dcbate in Sweden. with reference to abovementioned positions. is Ekstrom, S (2005) “Vad mord vill siiga™. in
Johansson, K (Ed) (2005) “Hedersmord: Tusen ar av hederskulturer” Historiska Media, Lund: 15-16. Sce also
footnote 31 below.,

' As does the so-called “contact hypothesis® where increased contact and relations between “cultural’ groups are
assumed to (necessarily) result in increased understanding. a decrease of stercotypes and essentially improved
relations (this is an empirical question and a matter of contingency. it obviously can be the casc. but it does not
have to be s0).
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absence - have a profound impact on socio-economic relations, just as the state has (its
presence and character or absence). They also have, at least statistically, a meaning for social
behaviour precisely because they are social dimensions. However, this certainly does not
imply determinism. Although these are analytical concepts, they are necessary in order to

understand society in Kosovo. A brief description of Albanian society may illustrate this.

Albanians are divided into two language or dialect groups, the Gheg and the Tosk, with the
Tosk dominating in southern Albania and the Gheg in Northern Albania and the highlands
(the division line is usually placed at the Shkumbini river). The Albanians in Kosovo,
Macedonia and Serbia are Ghegs (with some exceptions for southern Macedonia)®!
Traditional structures, tribal or clan-based, as well as village-community based forms of
social organisation have remained important among the Albanian population in Kosovo
throughout the Yugoslav period. Few studies are available on how these have been affected
by modernisation, but as a loyalty structure they have remained dominant. Anthropology
work and other studies from the early decades of the twentieth century can be compared with
studies from the 1970s, and to this one may add observations on loyalty structure, and on
customary law (including the practice of blood-feud) from present time.? The terms ‘tribe’
and ‘clan’ are both contested, but we may instead use the Albanian terms. The Albanian term
‘fis’ refers to a large group which claims descent from one common male ancestor. Each fis,
unless being very small, is divided into sub-branches. According to lineage on the male side
these are decisive for whom a person can marry. Marriage within the same fis (based on the

male line) is considered incestuous even if the ‘actual’ relationship is, say, nine or ten

*! In southcrn Macedonia (Ohrid, Bitola, and Resen) the Albanians are mainly Tosk.

= Durham, E. M (1928) “Some Tribal Origins, Laws and Customs of the Balkans" George Allen & Unwin Ltd,
London; Backer, B (2003) “Behind Stone Walls” Dukagjini Publishing House, Peje. These are two important
contributions. Berit Backers work was carried out in the 1970s, but only recently published by *Dukagjini’ in
Kosovo. A study on the traditional form of extended family (the *Zadruga’) from 1976 showed that these still
played an important role in Kosovo (they otherwise largely disappeared from the Yugoslav area in the 19"
Century, or at least by the early 20™ Century) see: St Erlich, V (1976) “The Last Big Zadrugas: Albanian
Extended Families in the Kosovo Region™ and compare Grossmith, C. J (1976) “The Cultural Ecology of
Albanian Extended Family Houscholds in Yugoslav Macedonia” both in Byrnes, R. T (1976) “Communal
Families in the Balkans: The Zadruga™ University of Notre Dame Press. Generally see also: Duijzings. G (2000)
“Religion and the Politics of Identity in Kosovo™ Hurst & Company, London: Malcolm, N (1998) “Kosovo - A
Short History™, Papermac, London: Ch. 1. Compare: Durham, E. M (1909) “High Albania” Beacon Press. The
latter focuses on ‘highland’ Albania, where the tribal system was particularly untouched by foreign (Ottoman)
penctration. It should be noted that Durham partly mixes the bajrak and the fis-system. Today, according to
observations by international mission staff in Kosovo, it is particularly in the judicial sphere where traditional
loyalties are noted and pose problems to the present international administration. They also have a reflection in
the political party system.
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generations back (which does not apply on the maternal side).” In Kosovo there are about
fourteen fises. A smaller group which traditionally has existed within the fis is a brotherhood
or ‘vellazeri’, which is similar to the Balkan form of extended family, the ‘Zadruga’, but
differs from it for example in that there was not a common budget. A ‘mehala’ is another term
for a subgroup consisting of a number of closely related houses. A house, or a ‘shpi’ could
itself consist of an extended family — something still existing in Kosovo although they have
declined considerably during the Yugoslav period. The term ‘bajrak’ was an Ottoman implant
and denoted a territorial unit on which military recruitment was based. Depending on size a

fis could be divided into several bajraks, or more than one fis could be incorporated into a
single bajrak. In Kosovo the bajraks became incorporated into the fis-system, largely due to
Serbian (as well as Turkish) penetration into the lands, which contributed to the territorial
dispersion of the fises. Decisions of communal importance are taken in a council of elders
(traditionally a ‘kuvend’). Unlike the council of elders the ‘bajraktor’ (ruler of a ‘bajrak’) was
a hereditary position. In the 1920s and 1930s the Yugoslav — or Serbian — authorities aimed at
breaking up the feudal relations created though this system. Despite severe repression in this
period, the village community remained important. It should be noted that within the same fis
some members can be Muslim and others Catholic. Among the Albanians there are both
Catholics, Muslims and Orthodox. The orthodox prevail in south Albania (among the Tosk),

whereas Kosovo is predominantly Muslim.**

The Customary law applied among the Albanians has shown great capacity to survive in and
adapt to modernisation attempts and new state structures. The most important code (the
‘Kanun’) is the ‘Lek Dukagjini’, which survived and developed in oral tradition over

centuries and was written down by the Catholic monk Shtjefen Gjeqov in the early twentieth
century.? In her study from the 1970s Berit Backer suggests that what has survived of old
legal structures could be termed ‘code of conduct’, and that this represents in a basic sense the
‘culture’ of the Albanians.?® According to Backer these customs have a tremendous capacity
for survival and a fundamental characteristic here is the non-state character of the codes (i.e. it

is both the right and responsibility of the family to settle a dispute without interference from

3 As noted by Edith Durham, the Catholic Church prohibited marriage to the 6" degree. but on the maternal side
much closer relatives might enter marriage. Cf. Durham (1909): 22, The practice of prohibiting marriage within
the fis remains today.,

* Among the Muslims there is also a considerable number of Shi’a dervish orders. On religion in Kosovo see
Duijzings. G (2000) “Religion and the Politics of Identity in Kosovo™ Hurst & Company, London.

** It was translated into English in 1989: “The Code of Leke Dukagjini™ translated by Leonard Fox (1989),
Gjonlckaj Publishing Company, New York.

% The following is from Becker, B (2003) “Behind Stonc Walls” Dukagjini, Peje: 131-135




outside, be it the ‘state’ or some other party). She suggests that these customs and rules
concern the identity of the people as an ethnic group and essentially state what is Albanian as
opposed to Serb or Montenegrin. As such they have resisted various assimilation attempts by
Serbia in the first Yugoslav state and survived within the Yugoslav state. However, according
to Becker, the attitude changed with the reduced Slav dominance after 1968, and the
possibility that ‘ Albanian-ness’ could be re-codified and expressed in terms of participation in
modern institutions was accepted as an alternative.?” She argued that increased autonomy here
appeared to have worked as a stimulus to integration in the state. At the same time the federal
authorities in fact had little insight into society in Kosovo in the 1970s and 1980s, while Serbs
living in Kosovo complained about discrimination and Albanian corruption (developed in
chapter 5) and the eventual effect was in fact disintegrative. The fact that some 1000 blood
feuds were reconciled in the campaign under Anton Qetta in 1990-1992 indicate the
continuity of customary law in Kosovo, and this must have provided a basis for settlement of

legal disputes in the parallel system, which the Albanians developed after 1990.%

The emphasis on cultural continuity here suggests that issues of culture, ethnicity and nation,
must be seen in the Jongue durée. Anthony Smith has emphasised cultural continuity in the
process of shaping modern nations, and claims that modern nations often were formed around
‘ethnic cores’, existing in the pre-modemn period.?” This appears a highly plausible thesis in
many cases, not least in the Albanian. It should be noted that Smiths concept of ‘ethnic cores’
referred to cultural aspects and by no means implied any racial or biological lineage.*®
Nevertheless, for this Smith is sometimes, in my view incorrectly, categorised as a
primordialist. Smith himself of course argued against a primordial view, and he particularly
does not qualify as a primordialist if the term is understood to imply tribal or bioclogical
connection. A good deal of the ‘left’ has often had problems with such conceptions as ‘nation’

or ‘culture’>! Most notably there has been an eagemess to emphasise fluidity and

* Becker, B (2003): 135-136

* For the campaign to settle blood feuds sce for example Clark, H (2000) "Civil Resistance in Kosovo”, Pluto
Press: 60-64; Vickers, M (1998) “Between Serb and Albanian: A History of Kosovo™, Hurst & Company,
London: 248; Maligi, S (1994) “Sclf-Understanding of the Albanians in Non-Violence” in Janji¢, D & S. Maligi
(1994) “Conflict or Dialoguc”, Open University, Subotica: 237-247 (especially p. 242)

= Smith, A. D (1986) “The Ethnic Origins of Nations”, Blackwell; Smith, A. D (1991) “National Identity”
Penguin Books; Smith, A. D (1995) “Nations and Nationalism in a Global Era” Polity Press

* It is certainly the case that tribes from Albania and Montenegro, for example, inter-mingled, and that there has
been a good deal of mixing in this part of Europe prior to and throughout the Ottoman period.

> This may be illustrated by a public debate that has, and still is (2002-2004), taking place in Sweden in relation
to so called ‘honour’-connected violence (cases where women in certain immigrant groups have been murdered
by their relatives for not agrecing to a marriage arranged by the parents, or for behaving too much like ‘Swedish’
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discontinuity of ethnic identity, culture, and of nation. The modemist school of the 1980s, in
which Eric Hobsbawm, Benedict Anderson, and Emest Gellner are the best examples,
emphasised the novelty of the nation and the discontinuity with the pre-modern period.*> The
emphasis on the state and rejection of continuity has sometimes been unfortunate. In political
practice there are plenty of examples of brutal assimilation attempts flowing from the
rejection of cultural or national dimensions of identification. The ‘modemnists’ contributed
considerably to the understanding of social and political processes behind European nation
building and the homogenisation of culture through bureaucratic and administrative
structures. One such example is Benedict Anderson’s elaboration of the concept of ‘parallel
events in time’, which followed the contraction of space-time after advances in technology
and infrastructure, and the emergence of the idea of a ‘public opinion’. Another example is
the role of the printing press, and of literary production and circulation, emphasised by both
Gellner and Anderson, as creating cultural homogenisation and a nationa! identity. Benedict
Anderson and Eric Hobsbawm restated the emphasis on language in the creation of a nation.
While Anderson emphasised the nation as a ‘creation’, Hobsbawm probably went a step
further by characterising the nation as an ‘invention’. An ‘invention’ has the connotation of a
falsification and could probably be claimed to have less ‘thickness’ than a “creation’ or
‘construction’. Still, it does not necessarily need to be understood as ‘invented’ ex nihilo.
Hobsbawm refers to ritual practices and repetition connected to schooling, the press, and

public opinion. Although the modernist contribution to and understanding of how identity is

women etc.). The Swedish government has wished to protect vulnerable women in the concerned immigrant
groups and a rather heated debate has appeared regarding whether the phenomenon is ‘cultural’ or not. Here a
group of feminists and academics from “cthnic studies” cum ‘gender studies’ together with politicians from the
Left Party (and some from the ruling Social Democratic Party) have argued that the phecnomenon is duc to
patriarchal structures and that it has nothing to do with culture. They sce ‘patriarchal structures’ as the only
determinant to the violence. but since they reject “cultural factors’ they make no distinction between for example
Kurdistan. or tribal groups in Iraq on the one side. and Sweden or Britain on the other. Everywhere there arc
“patriarchal structures’. A fallacy they makc is not to distinguish between necessarv and sufficient conditions, It
may be that ‘patriarchal structure’ is a necessary condition. but it is hardly sufficient for an analysis of the
problem. As an analytical instrument it is far too blunt, since they sce the same phenomenon (patriarchal
structurc) everywhere, be it in Europe, Africa or the Middle East. In the end their position becomes absurd and in
Sweden this standpoint has partly blocked both a proper analysis of the situation and a political programme for
the protection of the women in need. If we compare this to the problem of ‘blood feud® among the Albanians we
can make the observation that it is mainly ‘men’ who are targeted. Clearly it is hardly sufficient 10 suggest that
this is due to ‘patriarchal structures’ unless there is some other analvtical tool to distinguish Albanian socicty
from another society where there is no phenomenon of blood feud. The, in my opinion nonscnsical, rejection of a
‘cultural dimension’ is probably duc to another fallacy made by this ‘leftist” group of feminists. namely that they
confuse the positive statement of the existence of ‘differcnces” with the normative statement of whether this type
of “difference’ should be the basis for *discrimination”.

32 Hobsbawm. E & Ranger, T (Eds) (1983) “The Invention of Tradition” Cambridge University Press:
Hobsbawm, E (1990) “Nations and Nationalism since 1780” Cambridge University Press: Anderson. B (1983)
“Imagined Communities: Reflections on the Origins and Spread of Nationalism™ Verso, London; Gellncr, E
(1983) “Nations and Nationalism™ Blackwell, Oxford.
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produced in the modern state has been considerable, there is good evidence for ethnic and
national identification prior to the modem period and for Anthony Smiths arguments
following his emphasis on the longue durée.* This does not imply a static form of continuity
though; ethnic identity, as well as nationalism (which is related to the state), can be
constructed around different criteria, have different meaning in different social contexts and to
different people. As with all social categories they are historical products. An example of this
is the emphasis on language by Croatian nationalists in the early twentieth century, and prior
to the creation of the Yugoslav state, which defined Croats as different from Hungarians and
Germans, and more similar to the Serbs, whereas by the end of that century Croatian
nationalists instead emphasised (Catholic) religion which thereby defined them as different
from the (Orthodox) Serbs.>* Neither does an emphasis on the Jongue durée imply that the
form of identity production is the same in the pre-modern and modem period, for clearly it is

not. >

However, much of this debate, including the question of which elements should be
emphasised for deciding on continuity or discontinuity between the pre-modern and modemn
pertods, is of little concern to us here. It does not really matter how old or what the origins of
these phenomena are. Moreover, rather than asking questions about what ethnicity or nation
is, I am interested in when it is. Rogers Brubaker has emphasised the political
institutionalisation of the ‘nation’ and while taking nation’ largely as a given, he looks at
how it is reframed over time in changing political and economic contexts.*® For the concem
of the present study is the understanding that ethnic identity, and nationalism, is dynamic and
changes over time. It is given political meaning in relation to social and political structures
such as the state and the political economy (as we shall se in chapter 4). The dynamics of
ethnic identity and nationalism, that is how it is (re-) configured and constituted, are thus
related to the polity and to the political economy. This does however not mean that problems
related to it can be reduced to socio-economic or institutional matters, because it spans several
social and cultural dimensions, and once mobilised in a certain way ‘ethnic conflict’ has a

dynamic of its own.

* Not only in the Balkans, but also in refation to Scandinavia where expressions of national identity in Sweden
and Denmark are documented in the 16" Century, as noted by for example Jojan Vadenbring (personal
communication and forthcoming thesis in History at the EUI: “The Integration of Conquered Provinces in 17
Century Europe™).

* Sce further chapter 3 and 4

* Delanty, G & P. O"Mahony (2002) “Nationalism and Social Theory”, Sage Publications: 87

% Brubaker, R (1996) “Nationalism Reframed: Nationhood and the National Question in the New Europe”
Cambridge University Press.
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The role of external factors has generally received less attention than intemal ones in the
study of nation building, perhaps especially by the modernists. Anthony D Smith has
acknowledged this dimension, particularly the role of external threats and war, and Charles
Tilly has focused intently on war making in relation to state building.’” Albanian nationalism
was largely shaped by external factors. At the end of the nineteenth century, the Albanian
tribes had little interest in creating a state of their own and even until the very establishment
of Albania in 1913, they had favoured the preservation of the Ottoman Empire, but following
the territorial distribution in the process of the Ottoman state breakdown, in which Albanian
inhabited lands were annexed by Serbia, Montenegro, and so on, they were pressed to form a
state of their own.*® The role of external factors, and of war, is again evident in the post-

Yugoslav processes of state and nation making.

Yael Tamir has suggested that cultural rather than political claim is at the heart of
nationalism.*” Nationalism, she states, should not be seen as a mere striving to control state
power and institutions, because political power is the means while the end is cultural. Tamir
makes an important point as to what constitutes ‘freedom’. Freedom in her view is culturally
embedded and it is within a cultural context that individuals are provided with meaningful
ways of life across the full spectrum of human activity.*° It is because liberty is dependent on
cultural membership, that the latter becomes so essential and potentially politically explosive.
It concerns individual autonomy, identification and choice. The idea of liberty as dependent
on other social beings is an important acknowledgement.*' Within liberalism freedom and
autonomy have too often been associated with the lack of interference in a sense that would

make Robinson Crusoe the ultimate free man. Yael Tamir thereby makes a strong connection

between ‘nation’ and ‘culture’ (today actually a most common position among theorists of
nationalism) and she suggests that by securing and stimulating cultural autonomy for minority
groups these will be more willing to take share in - or integrate into — the state, rather than

necessarily opting for secession or state takeover. She provides a convincing argument and a

¥ Smith, A. D (1986) “The Ethnic Origins of Nations™ Blackwell, Oxford: Smith, A. D (1991) “National
Identity” Penguin Books; Smith, A. D (1995) “Nations and Nationalism in a Global Era” Polity Press. Tilly, C
(1990) “Coercion, Capital and European States™” Blackwell.

3 Sec further chapter 3

** Tamir, Y (1993) “Liberal Nationalism” Princcton University Press.

“ A good discussion partly following Tamir is: Kymlicka, W (1999) “Misunderstanding Nationalism™ in Beiner,
R (Ed) (1999) “Theorizing Nationalism” State University of New York Press; 131- 140.

“! Jan Sokol (Charles University, Prague) made this point in an excellent intervention at the Conference
"Varicties of World Making” on 14-16 October 2004, European University Institute, Florence.
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fresh contribution to the force of nationalism, and what is at stake in it, but in relation to
Kosovo cultural autonomy was not sufficient for the Albanians. They wanted a ‘republic’,
first within Yugoslavia and then independent from it. Nationalism among other groups in
Yugoslavia was sometimes culturally and sometimes economically motivated, as well as
political. The process of how these claims developed will be studied in chapters 3-5, in which
we shall also say more about how nation and nationalism was understood among the

Yugoslav socialists.
Criminalising the periphery, Cosmopolitan theory, and the politisation of humanitarianism

In the transition perspective, the macro-structural context is either lacking or treated as largely
unproblematic. One closely related approach, which has gained influence since the late 1990s,
does acknowledge macro-scope processes as a departure to the analysis of conflict but then
treats them as irrelevant to their solution. In this approach, which we may call the
‘criminalisation of the periphery’, the excluding and marginalizing effects of global
capitalism on peripheral areas are often noted, and thus forms part of the analysis for
explaining conflict, but it suddenly disappears when it comes to policy-prescriptions and

instead mutates into a tool for moral condemnation.

Such a representation of underdeveloped or crisis areas in the periphery from the standpoint
of criminality, justice and moral categories, not only misses a crucial point, but isalso
dangerous with regard to the policy effects and outcomes it comes to legitimise. An example
is Mary Kaldor’s analysis of the ‘new wars’ as being a symptom of social change and social
breakdown, where the political economy of the new wars is transnational and where the
distinction between war and crime is blurred.”? She notes a cleavage between those who take
part in global processes and those who are excluded and this enables a distinction and bipolar
relationship between what she calls ‘cosmopolitans’ versus ‘particularists’ / ‘nationalists’
where the cosmopolitan view is modemn, democratic, civic oriented, and with assets and
resources available that the locals (“particularists’) do not have. Empirical examples from
Bosnia and Hercegovina (BiH) of ‘abnormal’ economic activity and criminal
entrepreneurship are utilised in support of the interpretation. Its structural framework is partly

derived from classical dependency theory and later forms of world-system analysis. The

“ Kaldor, M (1999) “New & Old Wars”, Polity Press, Cambridge. The criticism here refers to this work en bloc,
and was formulated also in Sérensen, J. S (2002).
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analysis itself describes a capitalist central core, which is developing and increasingly
integrating into global processes with common features of market economy, liberal

democracy, civil society, multiculturalism and safeguarded humanitarian values. The
periphery, which is excluded from global processes, develops its economy partly on resources
drawn from global diasporas, trans-national criminal networks and ethnic economies, but is

incorporated into resource struggles and corruption at the local level.

The demise of the formal economy in the ‘periphery’ is directly linked to their exclusion from |
global processes and global capitalism and thereby connected (in the analysis) to changes in

the macro-system. Following this structurally-orientated analysis one would anticipate the
follow up of a connection between development and underdevelopment as in classical
dependency theory. Instead, this framework is suddenly abandoned in favour of a focus on
agency, where the ruling elites in the periphery can be singled out as criminals together with
the entire political and economic systems, which they are assumed to propagate. Regardless

the macro-structural conditions, which had earlier been so important, these ‘local’ economies

are now measured and depicted as abnormal. **

Curiously, the very processes which were
found to make ‘sense’ of the local economies are suddenly irrelevant to the policy-

prescriptions.

This mutation in perspective from a rather typical neo-Marxist macro-structural approach

towards a focus on local actors makes it difficult in the end to know whether the problem of

the political economy of the new wars is due to macro-systemic processes or to

entrepreneurship among local agents.

The perspective comes in fact then to accommodate several elements from early
modernization theory as it was interpreted in the 1950s. Within it we encounter the view that
these societies are subject to ‘unfinished’ and ‘failed” modernisation projects, which have
fostered an ‘unhealthy’, or ‘criminal’ trajectory. They need accordingly to develop in a more

liberal direction by imitating western patterns of social change. The key, again, is ‘cultural

change’, as in modernization theory, and as exemplified by modern post-war social
reconstruction. In the last resort it can be achieved by enforcement as in what Kaldor calls

‘cosmopolitan police-keeping’. Again, cultural change is to be fostered by focusing on

43 Compare Kaldor, M & V. Bojitié (1999) “The Abnormal Economy of Bosnia-Hercegovina” in Schierup, C-U
(1999) "Scramble for the Balkans™ MacMillan, Basingstoke: 92-117
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educated, entrepreneurial, modern agents within the periphery: that is the cosmopolitan
elements among the ‘particularists’. The relationship between radical, social reconstruction

policy, bio-political power, and Kaldor’s ‘police-keeping’ is thus an intimate one.

This dichotomy between ‘cosmopolitans’ and ‘nationalists’ reinvents an old dichotomy in
which space is bifurcated into a ‘civilised’, ‘structured’, ‘rational’ and ‘progressive’ block,
within which democracy, civic values, individualism, and respect for human rights are
reproduced progressively in parallel with economic development and integration into global
processes. The reverse stde of the coin displays the excluded, non-civic, particularistic,
undemocratic and underdeveloped ‘rest’. Kaldor’s dichotomy not only borrows key elements
from modernization theory, but also hosts a reproduction of colonial discourse according to
the moral taxonomies of which human populations can be divided spatially and morally into
superior and inferior segments. We here encounter the savages and the ‘new barbarians’

whom the civilised world has a moral responsibility to educate or eliminate.

While ruling elites, dictators and warlords, are undeniably engaged in human rights abuses,
war crimes, and corrupt or criminal economic activities, these features are not in and by
themselves the keys to understanding social processes in the periphery. It is not simply a case
of poor leadership and awkward mentalities. These issues can only be tackled via their very
embeddedness within crucial structural features of the political economy on which they are
contingent in the first place. They have to be scrutinized in relation to the exclusion and

inclusion of global processes, which, to a large extent, they act upon and react against.

Kaldor’s empirical description may faithfully fit the terminology and logic of liberal
representations of what is normal and civil. But it is simply not satisfactory to conclude that
global exclusion creates criminals who must be removed. The simplistic logic seems to point
at a crucial theoretical and analytical inconsistency in Kaldor’s framework. Initially there is a
structural argument, according to which the periphery was excluded from global processes.
But, subsequently ‘structure’ vanishes from the canvas and suddenly the local elite appear as
the root cause, the removal of which, under the auspices of human rights and impartial
economic rationality, will cure the patient. Although it may well be that the elite must be
removed, one must assume that the structural relationship remains. In Kaldor’s analysis, cause
and cure are mysteriously disconnected. When applying the terminology of ‘criminality’ as a

response to globalisation (as Kaldor suggests) one can in fact question whether the
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‘exportation’ of this to the periphery is sufficient. It is quite possible that there is an ongoing
transformation of values more generally in the capitalist core itself, not least in light of recent
scandals with the United States (and Britain) systematically utilising torture in prisons,

abusing basic human rights and violating the Geneva conventions. **

Nevertheless this perspective has become highly influential. It is a version of cosmopolitan
theory, other advocates of which include David Held, Richard Falk and John Keane *’
Cosmopolitan theory emphasises the weakening of state power, the rise of “civil society’
networks, and favours alternative models for governing that go outside government and
thereby complement it.*® It embraces the idea of a ‘global civil society’ in which universal
values and (civil) norms are cultivated. Further, many within this tradition favour military
intervention as a means of promoting such values and safeguarding the moral good. A great
number of human rights organisations, peace organisations, feminist organisations, and some
humanitarian organisations have come to embrace it. Thereby many of them have come to

advocate more military interventions in the periphery.

This perspective underpins and highlights several other major changes within aid and security
thinking and practice in the post-bipolar world. First, humanitarian aid has increasingly |
become subjected to conditionality. Traditionally, since the founding of the international Red
Cross movement and humanitarian law, this type of aid was considered a moral imperative. It

should be provided to people regardless of race, gender, political affiliation and so forth. and

“ But consider also the wide range of scandals in many western countrics: in the United States for example the
‘ENRON " -affair, or the links between the White House and big business’ in the military industry. as well as
with Saudi Arabia and the Bib Laden family; in Germany the ‘Deutsche Telecom’-scandal; in Sweden the
‘Skandia’ affair, and a number of affairs with politicians and company dircctors; in Italy the investigations of
Prime Minister Berlusconi on corruption; in the EU an entire Commission was brought down following
corruption: in the UN-system there has been a series of scandals in the Congo and in Kosovo: not to mention the
systematic violations of human rights and of Gencva Conventions by U.S and UK forces in Iraq (in November
2004 the UN expressed concerns over the “conduct’ of British troops, and the treatment of prisoncrs by US
soldicrs in Abu Ghraib in Iraq has become subject to investigations and trials); the indefinite dctainment of
prisoners without trial by both the US (for example *Guantanamo Bay’) and the UK raise concerns about the rule
of law, and so on. Docs this just indicate ‘normal’ corruption, rule of law, abuse of power, and human rights,
concerns in the liberal world. or are we witnessing a gradual value transformation?

* For example Held, D (1995) “Democracy and the Global Order: From the Modern State to Cosmopolitan
Governance” Polity Press, Cambridge; Falk, R (1995) “On Humane Governance: Towards a New Global
Politics” Polity Press; Keane, J (2003) “Global Civil Socicty?” Cambridge University Press, Influential social
science institutions such as the LSE (London School of Economics) have developed whole programmes
advocating ‘Cosmopolitan theory”.

“ A brief but good overview of cosmopolitan theorv is provided in: Pugh. M (2001) “The Challenge of Civil-
military Relations in International Peace Opcrations”, Disasters, 25 (4): 345-357
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was to be neutral and without political calculation.*” Following the debate on the political
economy of war and the calculation of risk that aid may be utilised by conflicting parties and
thereby fuel conflict, humanitarian aid has gradually become subjected to conditionality.
Conditionality has thereby been expanded from development assistance to also cover
humanitarian assistance and relief operations. Conditionality was generally introduced to
development aid through the World Bank in the 1970s (under the US Carter-administration)
and it was central to structural adjustment policies of the World Bank in the 1980s and 1990s.
Gradually it has become a political tool throughout the aid-agenda to also cover the
humanitarian aspects of aid, something which Joanna Macrae has called the ‘death of
humanitarianism’.*® In this process human rights, gender, and humanitarian NGO’s have
played a considerable role. The moral imperative to assist, and the ‘right’ to life, has thereby
been eroded in the 1990s, and aid has increasingly become provided not on the basis of need

only but on the basis of desert.

A second major change is the ideological shift towards military intervention in conflicts and
sovereign states in order to protect civilians, Justified as a humanitarian action this has been
labelled ‘humanitarian war’ (an oxymoron some might have thought). The crisis in former
Yugoslavia has played a crucial role in both the politicising of humanitarian aid (as in Bosnia)
and in cementing the right to intervention (Kosovo).* Preparations for enabling more and
faster military intervention are currently being undertaken in the West, with the EU having the
ambition of a considerable intervention capacity of its own by 2008 and with expressions in

UN reports of the need to make military action easier.

These reawakened and proliferating debates over ‘just wars’ are symptomatic of these policy
changes and are capable of merging many traditional left-wing oriented organisations, social-
conservatives and market-liberals. Here, certain ‘rights’-advocates on the left and right, such
as peace-organisations, women and human rights organisations, as well as church
organisations, find a common cause with a strong emphasis on morality. Capable of allying

various forces in this manner the project is hegemonic. Market liberals can in this agenda

" The journal ‘Disasters” has had scveral special issues in relation to this. See ‘Disasters’ 1998. 22 (4) and 2001,
25 (4) especially the various articles by Joanna Macrae, Michael Pugh, Fiona Fox, and Mohammed Hancef
Atmar. An excellent overview and analysis of humanitarian aid-policy change is provided in the ‘Humanitarian
Po:licy Group’ Reports from the ‘Overseas Development Institute’, London: especially HPG Report 8, 10, 12, 14
and 18.

% Macrae, J (1998) “The Death of Humanitarianism?: An Anatomy of the Attack”, Disasters. 22 (4): 309-317

“ Pugh, M (1998) “Military Intervention and Humanitarian Action: Trends and Issues” in “Disasters” 1998, 22
(4): 339-351; Woodward, S (2001) “Humanitarian War: A New Consensus?, Disasters 2001, 25 (4): 331-344
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further the moral good of privatisation and liberalisation (including democratisation), whereas
feminists, human rights activists, ecumenical missions, and conservatives, can all have a stake

in the new moral agenda.

Here there is a utilitarian calculation. The new military interventionism is capable of
tolerating considerable collateral damage as it pursues its goals, and the provision of aid on
the basis of desert accepts the selective principle that some humans deserve life and
livelihood more than others. The utilitarian calculation includes the acceptance that some

people need to be sacrificed and allowed to die for the furthering of the good cause.

The cause is to spread universal values and improve the world according to western liberal
standards, but in order to legitimise this it is necessary to first bifurcate the world into a
civilised cosmopolitan population and a ‘particularistic’ or savage population. Here, the
criminalisation of the periphery serves a purpose for legitimising new power aspirations in the
centre. There is an inherent logic between conditional humanitarian aid, bio-political
intervention through aid, and direct military intervention. The latter comes in where the
former fails. Transitional thinking, which internalises the problem to the country concerned is
in this sense more logical than the version forwarded by Mary Kaldor in which the global
order is actually producing criminals, but then irrelevant for preventing this reproduction. The
trend is nevertheless the same in both versions, and as embodied in the new aid and security
policy. The world can be improved not by material provision and development in the
periphery, or by a more equal deal in the global political economy, but by education, moral
training, therapy, and eventually war on the ‘new barbarians’. The cause embedded in this
new interventionist agenda has enormous implications. It has a mission to create ‘modem
man’, to civilise (or eliminate) the ‘new barbarians’, and by extension it includes a

normalisation of war and institutes a permanent state of exception for war on the third world.

Globalisation, New Peripheries and Adaptation - Critique of the orthodoxy

From critical political economy and macro-historical approaches we find a contrast to the
dominant views within transition thinking and to the conception of ‘social breakdown’.
Mark Duffield has analysed conflict and the political economy of war, from a perspective of
social transformation and has noted that the trend of redefining political authority within

unstable areas should be seen as a political project itself in relation to the reconfiguration of
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the global economy.*® As the trend within the global political economy since the 1970s has
been increasing integration within three economic blocks (North America, Western Europe,
South East Asia), the areas outside have been excluded and increasingly marginalized.>! In
the process of marginalisation and peripheralisation, earlier achieved development gains were
rolled back in many regions and new forms of political economy are fostered as forms of
adaptation. Political separatism and regional fragmentation has accelerated in the new
periphery in relation to processes of integration in the centre. While some states have been
redefined as ethno-nationalist projects there has in other areas emerged war-lord structures,
which have fashioned so called weak or failed states, where the resource base has been
insufficient for a formal state monopoly.* Following Duffield, the contention is that rather
than merely being excluded from global processes, we have seen the emergence of alternative
ways of integration into the global economy after the loss of the patronage received in the
Cold-War period.*® While the formal economy has been marginalized or collapsed, the
informal economy may be well integrated into the global economy, albeit in non-liberal or
illiberal ways. Moreover, just as the form of governing of the nation-state has moved from the
hierarchical form of government towards wider public-private networks, through contracts,
partnerships, and outsourcing, as envisioned in the term ‘governance’, so has there been a
similar trend in the periphery, but here the authority exercised through networks has

expressed fragmentation.

In relation to this a whole new field of research into the political economy of the new wars
has emerged, with empirical evidence mainly from Africa and previously classical
development countries.** Here, for example, William Reno has studied war-lord politics in

Africa and notes the rationality of war in relation to the intensification of trans-national

% For example Dufficld, M (2001) in passim.

% Tkeda, S (1996) “World Production™: 47, and Reifer, T & J. Sudler (1996): 32. both in Hopkins, T & L.
Wallerstein (1996) “The Age of Transition — Trajectory of the World System 1945-20257, Zed Books, London
& New Jersey; Hoogvelt, A (1997) “Globalisation and the Post-Colonial World” MacMillan, London: Ch. 4;
Duffield. M (1997); Amin, S (1992) “Empire of Chaos”, Monthly Review Press, New York. Compare similar
arguments in Cox, R (1993) “Critical Political Economy™ and Gill. § (1995) “Theorizing the Interregnum” both
in Hettne, B (1995) “Intemational Political Economy — Understanding Global Disorder” Zed Books. London.

52 Duffield. M (1997); Reno, W (2000) “Shadow States and the Political Economy of Civil Wars” in Berdal, M
& M. Malone (2000) “Greed and Grievance — Commercial Agendas in Civil Wars”, Lynne Rienner, Boulder &
London: 43-68

%3 The thesis compressed in this section is from Dufficld, M, various works including (2001); On global criminat
economy cf. Castells. M (1996) “The Rise of the Network Society™ and (1998) “End of Millennium™ Blackwell;
cf: Cerny, P (1998) “Neomedievalism. Civil War and the New Security Dilemma; Globalisation as Durable
Disorder”, in “Civil Wars”1998, Spring: 1(1): 36-64

* For example the articles in Berdal, M & M. Malone (2000) “Greed and Grievance: Economic Agendas in Civil
Wars™ Lynne Rienner, Boulder, London; Ballentine, K & J. Sherman (Eds) (2003) “Beyond Greed and
Grievance” Lynne Ricnner, Boulder, London.
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commerce in recent decades in a particular category of states, which he calls ‘shadow states’,
where political instability was manipulated to become a norm so that clientelist relationships
could be reproduced.® Thus, in certain cases an alternative to controlling or building
expensive state institutions would be to conserve resources and devote them to payouts to key
strongmen in return for loyalty. In Bosnia, Hugh Griffiths observed that the ethno-nationalist
elite not only exploited and robbed the local population in their own area of control, but in
addition used displaced persons and refugees as an instrument for maintaining the instability

necessary for preserving and recreating patron-client relationships.*®

Whereas the economic dimension of conflict, such as for example access to resources, in

many cases has helped sustain hostilities and conflict, it is in most cases not possible to reduce
the ‘causes’ of conflict to purely economic factors.’” In a number of case studies the
assumption of the new wars as being motivated by individual greed, and essentially being
‘resource wars’, has been effectively challenged in favour of a more complex interpretation
where political and economic factors, including insecurity bred by systematic exclusion of

minority groups, combine in particular ways specific to each case and region.*®

The important insight gained from this research, and the study of the political economy of
conflict, is however not about the causes of war, but about the adaptability of the
marginalized areas. Obviously, as is the first observation in reconstruction aid policy, the
formal economy (and the parameters along which formal economy function) is damaged or
destroyed through war. This is the very rationale for reconstruction as the term reveals. The
insight from the abovementioned studies is however that the ‘real-economy’ has changed and
is connected to new forms of authority and new lines of exclusion / inclusion. Conflict itself

may be an integral part of this social transformation.

Such analysis generally opens up the question of the relationship between power (coercion),
capital, and state building (or state disintegration).” Now, the state is typically the framework

within which authority and governing of the political economy take place, and it is also the

* Reno. W (1998) “War-Lord Politics and African States”, Lynner Rienner, Boulder Colorado; Reno. W (2001)
“Shadow States and the Political Economy of Civil Wars™, in Berdal, M & D. Malone (2001) “Greed and
Gricvance™ Lynne Rienner, Boulder & London.

* Griffiths. H (1999) “A Political Economy of Ethnic Conflict, Ethno-nationalism and Organised Crime” in
“Journal of Civil Wars” Vol 2, No 2 (Summer 1999), Frank Cass, London: 56-73

> Ballentine, K (2003) “Beyond Greed and Grievance™; Lynne Rienner. Boulder, London: Ch. 10

** Ballentine, K (2003): Ch. 10

* Compare Tilly, C (1990/1992) “Coercion, Capital and Furopean States” Blackwell Publishers
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framework in which ethnic nationalism and nationhood are being defined. In this way the
question of legitimacy of the state and governing structures, the governing of the political
economy, and the articulation of nationhood are intimately linked. They form a matrix in
which social change can be studied: that is the configuration and reconfiguration of the
borders and relationships between the categories. We can also define four dimensions -
capital, power, state, nation. — of which the two former (capital, power) have to be considered
in a global, as well as local, context, for how they interact with the latter (state and nation).
The ‘state’ is essentially a question of organisation, and of creating a framework for the
political economy, and ‘nation’ is essentially a question of mobilisation of people in the

pursuit of organising the state.

Framing the analysis of the Yugoslav state and society in relation to these dimensions in a
historical context (that is a dynamic perspective where the relationships are reworked over
time) enables us to better address the question of both why and how the Socialist Federal
Republic of Yugoslavia was successful as a state and political economy at one period in
history, while unsuccessful to the extent of breaking up at another, as well as the question of
the relationship between ethnic identity, nationalism and the state. In this framework we can
follow the trajectory over which the Yugoslav state was transformed from a development
model into a fragmented group of aid-receiving polities. This framework also provides the
wider context of the whole project of development, following the Truman doctrine, the
growing field of studies and various theories concerned with development, as well as with the
practice of aid-policy. These are all particular to their historical period and contingent on, as

well as part of, wider processes of change.

Once identified in relation to these wider dimensions, the analysis of the processes must be
pursued in the local / national context. The changes of macro-structures, which originate from
more powerful centres than Yugoslavia, have to be addressed in relation to the specific
opportunities and limitations they produce in the local context, how they have been
interpreted and addressed by local actors, and how they interact with local institutions,

cultural characteristics, and power-relations.
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History as Social Science: historical sociology and macro-historical structures

The kind of methodological and analytical approach drawn upon here has a long tradition
within both history and social science, although it has never dominated any of those fields.
Critical analysis of capitalism as a world system, is generally associated with the Marxist
tradition and one of the problems it has encountered, and for which it has received its fair (and
unfair) criticism, is the tendency to economic reductionism or to macro-determinism. Later
developments within this tradition, such as for example world-system analysis as developed
by Immanuel Wallerstein, has been criticised for collapsing the various levels of analysis into
one, where social change is determined by the macro-system, whereas critique of this
sometimes has tended to reduce the national and global level to being determined by class-
relations.® While the analysis has to have some level of focus and some starting point, there
is a risk with the multi-level analysis of allowing one level to determine over the other. Indeed
if multiple levels are incorporated into the analysis it is hard to avoid more weight being given
to a particular level where the research questions may have their focus. The idea of a ‘total
history’ is partly elusive. Nevertheless a central contention as regards the approach applied
here is that the analysis of a particular society has to take place within the broadest possible
context, which is the capitalist world economy. This was the position held by Karl Polanyi,

for whom a central concern was the relationship between the changes in the global order of
the capitalist world economy and the pursuit of governing the political economy within a
particular state.®! Karl Polanyi’s work has played a central role in the development of
historical sociology, and more recently it has seen a revival within the study of international

political economy.®’

% World-system analysis as developed by Immanuel Wallerstein (1974) “The Modern World System: Capitalist
Agriculture and the Origins of the European World-Economy in the Sixteenth Century, Academic Press. New
York; and the focus on class-relations in Robert Brenner (1977) “Origins of Capitalist Development: A Critique
of Neo-Smithian Marxism”, New Left Review 104, July-August 1977: 25-93. Wallerstein was further criticised
by Theda Skocpol (1977) “Wallerstein’s World-System” in American Journal of Sociclogy 82, March 1977. For
an excellent discussion of these approaches and the Polanyian framework drawn upon here sce: Block. F & M.
Somers (1984) “Beyond the Economistic Fallacy: The Holistic Social Science of Karl Polanyi” in Skocpol, T
(Ed) (1984) “Vision and Method in Historical Sociology” Cambridge University Press: 47-84. Note that
Wallerstein continuously has refined his analysis in more recent studies and that it may be considered an ongoing
work-in-progress.

8! Polanvis most famous work, and to which I will return further here, is “The Great Transformation”
(1944/1957) Beacon Press. Comparc Fred Block and Margaret Somers (1984) have outlined and analysed the
central points and methodology of Karl Polanyi.

¢ For the historical sociology tradition sec the various works of Barrington Moore, Theda Skocpol and Charles
Tilly, especially: Moore, B (1966); Skocpol. T (1979). (1984), (1985): Tilly. C (1990/1992). For Critical
Political Economy and International Political Economy see especially: Cox, R (1993). (2002) Gill, S (1993):
Hettne, B (1995).
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Although these traditions have been dominant within neither history nor social science, they
have nevertheless represented an important and highly fruitful attempt to bridge the separation
between history and social science, or indeed to introduce history to social science or to utilise
history as social science. A central theme in historical sociology for example is the study of
the nature and effects of large-scale structures, as well as on how they change.®® However, the
former is given meaning when analysed in the context of the interactions with a particular

locality.

It should be noted here that the term ‘political economy’ implies the rejection that the
economy is a sphere that can be isolated from the social and political. It rejects ‘pure
economic’ factors, and instead suggests that the study of change on the local level cannot be
isolated to ‘economic’ effects or factors. To many people this may seem obvious, but it is of
course exactly this ‘non-political’ and ‘non-normative’ conceptualisation of the economy
which was brought about by neo-classical economics. The term political economy stems from
the seventeenth century and was then intended to denote the management of the state
economy in contrast to that of the family household, but in the coming centuries the use of the
term changed and in neo-classical economics the social and political dimensions were
eliminated.® Here I use the term to emphasise that economic relations and institutions are
shaped within, and are an integral part of, a political, social and cultural context. The
economy is here understood as a ‘polity’ and the other way around. In a similar manner Karl
Polanyi used the term ‘embeddedness’ to emphasise that the economy was embedded in

institutional frameworks.®

The Polanyian concept of opportunity structure provides us with an analytical tool for moving
between different levels while avoiding the determinacy of one level.*® Changes in the global

order and in global capitalism do not defermine social change in a given society, but they

% For example Skocpol. T (1984) and (1985).

® Horvat. B (1982) “Polititka Ekonomija Socijalizam” Globus, Zagreb: 10; English edition (1982) “The
Political Economy of Socialism” M.E Sharpe, Inc: xiv. The term was coined by the French writer Montchretian
de Watterville in 1615. Cf: Hoogvelt, A (1997): 3 (also referring to Horvat).

% This does ot imply a position that the political system or the state has full potential to govern or control the
modem economy, but merely that the economy can not be analytically separated from the cultural, social and
political context. This was also the premises in a inter-departmental seminar outline by Christian Joerges. Bo
Strath and Peter Wagner on “Economy and Politics in Europe after the crosion of the Nation-state™ 2002-2003,
Europcan University Institute.

% As interpreted by: Block, F & M. Somers (1985): 73
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provide for a change in the opportunity structure for local agents within that society.

Similarly, changes in the political economy within a given state do not determine the agency

of individuals or sub-units (a company for example) within that society, but they change the
opportunity structure. The adaptability of marginalized areas discussed in the section above is
in this way analysed as historically contingent on local settings and the changes in opportunity
structure provided by the global order for these local settings. They can with another Polanyan
term be understood as ‘counter-movements’ to the effects of a global political economy from
which their formal economies (and social networks) are excluded. The new ‘biopolitical’ aid
policy may be problematic in that it merely extends this counter-movement. On the one hand
aid now wishes to intervene therapeutically because of the ‘criminalised’ essentially ‘uncivil®
or ‘non-modern’ tendencies it finds problematic in the periphery. On the other hand, because
aid no longer aims at supporting state structures in developing the capacity for providing
material wealth, or facilitates integration within the global capitalist economy on a more equal
basis, but rather acts on people directly, the counter-movement or adaptability to alternative
structures of provision and protection (which may be traditional or neo-traditional) may react

violently against interventions which aim at destroying (changing and governing) them.

In adapting and extending Polanyi’s approach, which will be further discussed in chapter 2, I
argue that social change in Yugoslavia (and successor states) or the change in aid policy are
articulations within a new phase of global capitalism and within a changing global formation.
, But this does not mean that local changes are defermined by global developments, or that we
} are studying the effects caused by the latter, but rather that we are considering the context and
¥ changing opportunity structure of the former provided by the latter. Within this opportunity
E\structure there are a number of possible choices that can take place as well as social alliancgs
that can be formed, and thus a number of different possible directions of social and political
&_;hange. Rather than being determined by ‘structure’ we should look for contingency and
conjuncture within these ‘limits of the possible’.®” Moreover the global context given does nor
mean that change in global capitalism or global order is conceived as an automatic or
evolutionary process. However, the policy changes and the discursive, institutional and
technological changes within global capitalism primarily originate from more powerful
centres and agents than those within the former Yugoslav space, or even by those within the

institutional establishment of aid-organisations, which is the concern here. Powerful

¢ A term from: Braudel. F (1982) “Vardagslivets strukturer — Det méjligas grinser: Civilisationer och kapitalism
1400-1800" Gidlunds.
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institutions regulating the inteational economy, such as the IMF and World Bank, are more
affected by the changing policies from Washington (and to some extent London, Paris,

Bonn/Berlin), than they are by Belgrade, Zagreb or Prishtina.
Structure and Organisation of chapters

Above, I have introduced the purpose of this research and its main guiding questions. I have
then critically discussed the changes in aid policy and the incorporation of new regions, such
as the Yugoslav, into it, followed by a discussion of the dominant approach within aid policy
and in conceptualising change in post-socialist states. I have suggested a framework -
drawing on Karl Polanyi, historical sociology and critical international political economy - in
which the analysis of both aid policy and the question of creating a stable polity and of
governing of the political economy in the Yugoslav space, must take place. I have delineated
some core concepts, in this introduction, which I will develop further in subsequent chapters,

as well as introducing additional ones.

In order to pursue the study along these lines the book is organised into ten chapters, as
follows. The next chapter (2) starts by discussing the general policy of reconstruction by the
international community (embodied by the main actors: the World Bank, the UN, the EU) in
the former Yugoslav region, Then since the Marshall Plan has often been used as an analogy
for reconstruction in the Balkans the chapter contrasts current aid policy with that of the
Marshall Plan, and contrasts the social configuration of post-Yugoslav 1990s / 2000 as a
peripheral region, with that of Western Europe in 1945, which was the context of the Marshall
Plan. The reference to the Marshall Plan is embraced here not so much for its parallels as for
the important contrasts it give. Marshall aid is widely considered the most successful post-war
reconstruction effort in history, and as such it provides us with a good starting point. In doing
so it highlights the importance of outlining the macro-historical changes which form the
context of our problem. The chapter goes on to discuss the change in global capitalism, and in

global orders, during the twentieth century.

After an outline of these global changes we have the context in which to place the creation
and destruction of the Yugoslav state and the trajectory of Serbia and Kosovo. The global
framework is also the necessary context in which we can discuss the whole project of

international development aid, the theories and debates within development studies and aid
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policy. The changes in these are briefly outlined, bringing the study to the character and logic

of the current shift in aid policy.

Chapters 3-7, are devoted to analysing the trajectory of Yugoslav society, with special
emphasis on Serbia and Kosovo, and on the problem of political economy and the national
question. In particular the preserved, and expanding, role of informal economy and social
networks, in the process of modernisation and then re-peripheralisation, is considered. The
level of detail increases in the latter chapters in order to provide a more dense context for the
immediate prelude to the conflicts and social transformations in the 1990s and the consequent

international protectorate in Kosovo.

Chapter 3 provides an overview of the heritage of imperial rule and the first Yugoslav state
until the Second World War and the partisan revolution. Chapters 4 and 5 are devoted to the
second Yugoslav state, that is, the Socialist Federal Republic of Yugoslavia, which was
created after the Second World War. Chapter 4 chronologically covers the period until the
early 1970s and chapter 5 from the new Yugoslav federal constitution of 1974 until the
breakdown of the state. It should be noted that this division partly is practical and partly due
to changes both in the global economy and in the Yugoslav state at this period, but that it
should not be interpreted as a historical break or periodisation. Rather, the two chapters are
addressing a single period of continuity and change. These chapters are more detailed than the
preceding chapter 3, and they focus in particular on political economy, national and political
conflicts over the state and economy, and the consequent reorganisations of the state and
economy. These are placed within a broader context of the international political economy
and bi-polar system. As such, these chapters identify a number of structural, regional,
national, and political tension points as preconditions for aggravated social conflicts, which
increasingly were articulated in ethnic nationalist terms. However, in rejecting direct material
(political economic) causal links to political or national conflicts, we need to move to the
level of political and discursive strategies in order to interpret the severe ethnic mobilisation
of the late 1980s and the 1990s.%® This is addressed in the first half of Chapter 6, which is
concerned with Serbia under the rule of Slobodan Milosevi¢. Chapter 6 then discusses the

political project and the political economy under this regime, with an emphasis on the

® Compare also the theoretical and methodological position outlined by Strath, B (1990) "Introduction:
Production of Meaning, Construction of Class Identitics, and Social Change”, in Strith, B (Ed) (1990)“Language
and the Construction of Class Identities” Report from the DISCO II Conference on Continuity and Discontinuity
in the Democratisation Process. Goteborg University: 1-23
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adaptation of the economy to international marginalisation and isolation, essentially
producing an alternative form of ‘illiberal’ economy. The profound social transformation and

re-stratification under this project is analysed.

Chapter 7 moves on to analyse opposition and resistance in Kosovo during this period.
Whereas opposition and resistance to the MiloSevi¢ regime essentially was characterised by
political fragmentation and social atomisation in Serbia, the development in Kosovo was
towards a complete separate ethnic opposition in the form of self-organisation of parallel
structures vis-a-vis the state. The character of the parallel society of the Albanians is
discussed and the adaptive economy, responding to a double marginalisation in the global
economy as well as within Serbia, is analysed. Here also, a large part of the economy moved
towards illiberal forms, and the grey and black sectors. Drawing on pre-existing social
structures and opportunities, and utilising diaspora networks, the adaptive form of economy
constitutes an alternative integration into the international economy, albeit in illiberal ways
and essentially articulating a global shadow economy. This is analysed in connection with the
growing radicalisation in Albanian society, which followed after the Dayton Agreement for
Bosnia (in 1995), in which Kosovo was ignored, and the increasing political challenges
coming from the networks behind the Kosovo Liberation Army. The chapter closes with an
overview of the process leading up to the Rambouillet ultimatum and the consequent NATO
attack on Yugoslavia (Serbia and Montenegro). Chapter 8 moves on to discuss Kosovo under
the international administration, which followed upon the NATO war and the establishment of
a protectorate. International govemance cum aid-policy and the problems with which it is
confronted in this environment are analysed. The chapter critically scrutinises international
governance and aid from the first year (1999-2000) until the end of 2004 and the first months
of 2005.

Chapter 9 discusses the problem with “civil society’ building and the model of working on
populations by attempting to change attitudes and behaviour. It opens with a conceptual
historical outline of the concept ‘civil society’ and then scrutinizes how the concept is used
among international aid agencies in the context of providing financial support to non-
governmental organisations. The switching focus of aid towards non-governmental
organisations, and private agents, is criticised from the context of changes in the international
political economy. Chapter 10 is a conclusion, drawing together the main arguments of the

study.
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CHAPTER 2

THE POLITICAL ECONOMY OF AID POLICY AND STATE TRANSFORMATION
IN THE AGE OF GLOBALISATION: From Government to Governance and from
Marshall Plan to Stability Pact

Social Reconstruction in Kosovo

The premises of social reconstruction and the institutional form of governance outlined in the
introduction are central in the former Yugoslav space. In Kosovo and Bosnia-Hercegovina
radical intervention is more possible than elsewhere, since they are administered directly by
the UN. Post-Dayton reconstruction thinking for Bosnia-Hercegovina has in many respects

served as a model for Kosovo following the Stability Pact for South-Eastern Europe.®’

The Stability Pact for South Eastern Europe was initiated by the EU following the war on
Kosovo. It can be seen both as an expression of the EU countries’ efforts to achieve a
common stance in foreign and security policy issues and as an attempt to avoid an ad hoc aid
policy in the Balkans and replace this with an integrated post-war reconstruction approach.
The Stability Pact was signed on 10 June 1999 in Sarajevo by all major donor governments,
major intemational organtsations, and most of the Balkan countries (Serbia and Montenegro
was eventually included). It outlines a series of objectives for regional cooperation,
reconciliation, refugee-return and prevention of forced displacement, various reforms towards
democratisation and liberalisation, efforts at so called ‘good govermnance’ including
accountable and transparent institutions and to fight crime and corruption. The objectives
explicitly include to ‘create vibrant market economies’, ‘markets open to greatly expanded
foreign trade’, and ‘privatisation’, which are stated to result in a ‘widening circle of
prosperity’ for all citizens.” Further, as a component of democratisation, the Stability Pact

states that the countries should deepen and strengthen civil society (my italics).

 For Bosnia see Chandler, D (1999) “Bosnia — Faking Democracy After Dayton™ Pluto Press.
7 Stability Pact for South-Eastern Europe, June 1999, Cologne: 3
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The Stability Pact did not evolve into a donor coordinator itself, but affirmed the mandate of
donor coordination and priority assessments of international financial institutions, such as the

World Bank, and the European Commission.

The parallel has often been made between post-war reconstruction efforts in the Balkans and
the Marshall Plan and post-World War II reconstruction of Europe. This parallell was initially
made for post-Dayton Bosnia, but was more enthusiastically emphasised following the
Stability Pact for South Eastern Europe. The British Prime Minister Tony Blair, Former U.S
President Bill Clinton and his Secretary of State Madeleine Albright, the Council of Europe,
as well as numerous politicians, state officials, and eventually journalists have all wished to
evoke this parallel and it is also elaborated on the website of the Stability Pact.”!

The Marshall Plan is widely considered the most successful post-war reconstruction effort in
contemporary history, and as such it has a powerful seductive potential for aid policy
rhetoric.”? We shall scrutinize this paraliel below, but first we shall look more closely at the
actual policy initiatives for reconstruction in Kosovo.

The first outline for reconstruction in Kosovo following the war and the establishment of a
UN administration in Kosovo (as envisioned in UNSC resolution 1244), was - in line with the
Stability Pact mandate - a joint World Bank / EU Commission (supported also by the United
Nations Mission in Kosovo) programme, called ‘Towards Stability and Prosperity: A Program
for Reconstruction and Recovery in Kosovo’.” In the following assessment this is referred to

as the ‘Program’ (with the American spelling). This ‘Program’ outlines a kind of ‘damage and

™ For example Tony Blair at a specch in the Economic Club in Chicago in 1999 (BBC News 23 April 1999),
Madeline Albright used the parallel already in June 1997 at a Commencement address at Harvard University;
Sce also p 10 at information website of the Stability Pact (www stabilitypact.org). The Council of Europe
extensively draws on the parallel with the Marshall Plan in the economic committee recommendations for
reconstruction in Kosovo (Council of Europe Parliamentary Assembly, 7 September 1999, Doc 8503: 9-10). A
test on the Google web search using the keywords “Marshall Plan” and “Balkans™ gave 9.380 results (entered 24
September 2004).

" It should be noted that Alan Milward, an authority on the history of the reconstruction of Western Europe. has
criticised the importance gencrally accorded to the Marshall Plan in Westem European reconstruction as well as
rejected the conventional view of Bretton-Woods. This will be discussed further below. See Milward, A (1984)
“The Reconstruction of Western Europe 1945-1951" Methuen & Co. Ltd

™ Joint programme preparcd by the EU Commission and the World Bank, with support by the UNMIK (United
Nations Mission in Kosovo) “Towards Stability and Prosperity: A Program for Reconstruction in Kosovo™,
World Bank, November 1999,
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deficiency’ assessment (my term) of Kosovo, and suggests concrete measures for rebuilding

institutions, infrastructure, and ‘revitalizing’ the local economy.

The document classifies Kosovo as being both war-damaged and confronted with a transition
problem.” This is also explicitly stated in the European Commission / World Bank

information document called ‘Regional Reconstruction and Development Programme’.”

A fundamental understanding is that the societies and states in question have suffered a
structural and institutional breakdown inducing, as well as being increased by, violent
conflict. This is interpreted as an abnormal situation in contrast to a more harmonious
development, which is the norm. It is also understood that reconstruction of the societies
through effective and accountable institutions cu#m introduction of a market economy through
privatisation as well as promoting the rule of law, securing property rights, and so on, as a
corner stone for a functioning market economy, will promote a more stable environment and
consequently development. This is indicative for how development discourse has reinvented
itself through conflict, and the ideas that it is conflict as such which has destroyed the socio-

cultural environment and increased poverty.

In these early documents following the establishment of a UN administration in Kosovo little
was said in concrete terms about political problems, and the ‘Program’ indicated no political
problem at all. In this document all the issues are technical(ized). First, the problem of
Kosovo is firmly located in the concept of ‘post-war trauma’ and of ‘transition’.”® Then, while
it is stated that the future of Kosovo lies in a ‘full reintegration within the region’,”’ the
priorities for support are a strengthening and reforming of existing institutions,”® rebuilding
infrastructure, small scale agriculture, small enterprise, and supporting transition to a market

economy.”

In the same manner the documents recommendation for encouraging a private sector is

located within a “transitional’ conceptual framework. Although the ‘Program’ acknowledges

7 “Towards Stability and Prosperity” for example p. i and p. 2
'S Available from the World Bank. sce reference list.
'S “Towards Stability and Prosperity* for example p.i and p.2
7 s

Ibid p. 2
7 Ibid p. 3

" Ibid in passim
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that there are ‘worrying reports about the development of organized illegal groups, possibly
linked to criminal networks in neighbouring countries or in the diaspora’®® and although there
are no functioning institutions and no existing stafe, the ‘Program’ indicates that the social
agent for development is that of private enterprises and entrepreneurs relying on a free

market. While the ‘Program’ notes that ‘markets have been lost’,®! the mere task seems to be
the creation of a judicial climate and legal framework so that a market can be reconstructed,

as well as to provide incentives so that the ‘grey’ economy can join the ‘formal’ sector.®?
p grey y J

In effect the programme sketches out a reconstruction, or rather construction, of an economy
and political management that has never existed in the area before, and which is based on a
theoretical model derived from a market-liberal perspective. In the reconstruction plan the
social agent for development is neither the state, nor any corporatist model, but the rules of
the free market, where the institutional-political framework, and the state, merely are to

guarantee certain institutions and regimes, such as property rights, contracts etc.

In documents of this kind there is no room for analysis of structural or systemic conditions for
development, and agency in the development process is assumed to be operating on a free
market (and the role of the state is to provide the institutional setting for the free market).
Indeed, an analysis of agency in the development process has had to give way toa
technicalized inventory list which functions like a manual for reconstruction and transition,
much in the same way as manuals exist for technical devices. This might have been produced
for any other developing, or ‘post-conflict’ country on the globe, with some of the details

amended.

Strong objections can be made to this manner of depoliticising and technicalising
reconstruction. For example the strengthening of existing institutions is not treated as a
political problem with regard to inter-ethnic relations but appears as merely technical.
However, the institutional dimension is central to the problem of inter-ethnic relations and
consequently also to future security and stability of the region as well as to any future
‘reintegration’ or ‘regional co-operation’, and would therefore necessitate a detailed analysis.

Moreover, as Susan Woodward has objected, the political formula and status for Kosovo will

¥ Ibid, p. 17
% Ibid, p. 12
% Ibid, p. 11
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have implications on people’s loyalties and influence both institutional aspects and political
behaviour.®

In the same manner the whole question of ‘privatisation’ is portrayed in the ‘Program’ as a
means of quickly restarting various enterprises and thereby economic growth.?* The issue of
privatisation is however fundamentally political and an issue which in democratic contexts is
typically subject to ideological and political party choice. Not only is this a matter of
ideological-political orientation, but in the context of an ethnically divided society it becomes
an even more politically sensitive issue. Kosovo is clearly ethnically divided, but in addition it
is divided between different networks of loyalty (for example in terms of clan), and the issue

of privatisation must be considered highly political.

Since the establishment of the international protectorate in Kosovo the ideas outlined in this
programme have essentially been followed and refined. The European Union has developed
its regional approach in the so-called ‘Stabilisation and Association Process’ (SAP), which
was initiated in June 2000 The SAP is intended to encourage regional cooperation and
normalisation of inter-state relationships and to promote a number of liberal democratic
standards as well as market economy. Greater economic stability as well as respect for human
rights, the rule of law, minority protection, compliance with the Dayton Accords and the
International Criminal Tribunal for Yugoslavia (ICTY) are central elements for which
relations with the EU are conditional. For the purpose of ensuring that reforms in various
areas undertaken in Kosovo are in accordance with European Standards, and for the purpose
of developing technical assistance from the EU, a joint technical working group between the
UN (UNMIK) the local provisional government (PISG) and the EU Commission, has been set
up. This is called the ‘Tracking Mechanism’ (STM), and is essentially a tool to further the
conditions set up by the international community and to evaluate progress along these
conditions. In utilising such mechanisms, the EU support channelled through the so called

CARDS programmes follow the logic of assisting the reconstruction of a liberal market

8 Woodward, S (1999) “Kosovo and the Region: Conscquences of the Waiting Game”, Centre for Defence
Studies, Kings College, London.

8 “Towards Stability and Prosperity’, p. 7

% Sce various programmes, such as the Europcan Commission (External Relations DG) ‘CARDS Assistance
Programme to the Western Balkans - Regional Strategy Paper 2002-2006’ and other aid-related documents
available on EU homepages:

http:/feuropa.en.intconm/europeaid/projects/cards/publications_eu.him (consulted 29 April 2004) and
http://europa.cu.int/comnyextemnal_relations/sce/news/ip03_920.htm (consulted 2 May 2004).
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economy and the institutional and social setting required for a stable polity, where small and

medium scale enterprise eventually will be the engine for economic growth,

Responding to the Kosovo crisis the EU has created a new agency, the ‘European Agency for
Reconstruction” (EAR), which operates in Kosovo, Serbta-Montenegro, and Macedonia.
Operating in Kosovo since 2000, the agency had by 2004 managed a portfolio of more than
900 million Euro, in a variety of projects.*’ After an initial phase of physical reconstruction
and emergency activities, the agency came to work on institution building and so called
‘good-governance’, economic reconstruction cum reform, and civil society development. The
overall focus for the ‘EAR’ in these areas (that is, institution-building, promoting ‘good-

overnance’ and so forth.) is to prepare Kosovo for transition to a market economy. *®
g P y

Various organisations and forums work here on multiple levels. Investment in infrastructure

in the region as a whole is mainly to be financed by credit and loans which the countries have
to pay back, but in the process the international organisations decide on the priorities with

only a very limited influence from the locals. Kosovo differs from this pattern. Its contested
and unresolved status means that there is no partner for international credit and loans, and
furthermore by 2004 the World Bank had not resolved the debt issue with Serbia-Montenegro.
For this reason the World Bank has not provided loans for Kosovo, but instead managed a

grant programme of some 15 million US dollars per year.

Technical support for strengthening institutions follows a similar line, which in Kosovo
involves the wholesale creation of a capacity for self-government. This field has been
envisioned to involve the training of officials, as well as providing basic equipment.

e
The World Bank and the EAR both sponsor NGO projects, as well as infrastructure and
institution building programmes. By means of coordinating various activities the ‘Stability
Pact’ operates with three working tables divided to cover issues like democratisation and
human rights (table 1), economic reconstruction and development (table 2), and security
(table 3). Within these divisions various sub-groups and task forces are set up, often

incorporating NGOs as well as governmental organisations, such as for example the ‘gender

¥ CARDS =Communty Assistance for Reconstruction, Development and Stabilisation.

¥ Europcan Agency for Reconstruction at: www.car.eu int/kosovo/main/main. htm (consulted 2 October 2004).
8 See EAR Kosovo Anmual Programme 2004 (p. 1) at: www ear.eu.invkosovo/mainkosovo-al¢2f3 htin
{consulted 2 October 2004).
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task force’. They help identify problems that need to be addressed as well as the mode of
intervention, such as for example for how to help people and society become more ‘gender-

aware’.

International assistance to Kosovo is thus aimed at a variety of spheres to create ‘societal’
reconstruction, which apart from physical recovery include institution-building and civil
society creation along liberal standards. The underlying rationale is market-liberalisation, and
an ambition to change not just institutions, but indeed attitudes among the population through
training, conditionality and campaigns. Further, it involves conditionality of assistance and

relations with the west based upon check-listing the performance of this attitude change.

The international administration of Kosovo will be analysed further in chapter 8. The
premises on which its policy for social reconstruction and transition rest are however not
particular to Kosovo. They are present in Bosnia, the whole post-Yugoslav space, as well as
elsewhere, as the typical state-of the art in aid policy and in conceptualising post-communist
change and post-conflict reconstruction. As such this policy must be placed within its
historical borders and understood in terms of the conceptual changes taking place within the

policy establishment and the theoretical trends in the donor countries themselves.

In this way, as discussed in the introduction, development has been re-elaborated in relation to
post-conflict reconstruction. Heavily shaped by the transition approach, it involves — along
with developments in transition thinking — institutions and ‘informal institutions’ (or culture),
which need to be reshaped in order to facilitate the transitional steps towards the common
goal. Apart from an evolutionary heritage we may also highlight here the implicit organic
view of society, where institutions and spheres of society are essentially supposed to work in
harmony. Intervention on various institutional levels, including that of ‘civil society’ (that is,
‘NGO’s and the media) is understood as promoting various aspects of a new equilibrium of
harmony along liberal and essentially market-liberal parameters. Social reconstruction
expresses an ambitious will to reshape and govern society (as in Kosovo) through social
engineering on a grand scale utilising different means of penetration at different levels. Thus
civil society is the location to change culture, people’s attitudes and mental states (for
example by making them ‘gender-aware’, or aware of ‘corruption’), whereas the state
institutions are to be reshaped so they can promote and safeguard the free market, in which

enterprise can flourish and create ‘economic development’. The transition thus involves a
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profound ‘transformation’ and remoulding of society, but with the assumed and desired end-
state clearly along the model of western societies. In this manner there are profound elements
of continuity with modermnisation theory of the cold-war period, although other ‘development
approaches’ such as participatory development seem to have been incorporated through the

NGO’s and the rhetoric of ‘grass-root’ levels projects.

It is worth noting that considerable critique has been launched from within the Balkan region
against the reconstruction policies of the international community. Thus, for example a
number of NGOs from several Balkan countries have joined together in a ‘ Stability Pact
Watch’ and criticised reconstruction and aid policy for mostly benefiting foreign (that is,
western) consultants and construction companies and that the money essentially flows from
the EU to private corporations, while the bill in the end goes to tax-payers in the Balkan
countries, since most of the ‘reconstruction aid’ come in the form of loans and credit which
have to be repaid.® The large loans given for infrastructure will, they argue, worsen the debts
of the Balkan countries, while bringing little return in the form of economic development.
They are also critical that the Balkan countries themselves are not involved in making
priorities and decisions for their own economies and that their governments have little
influence on the strategies for development. Contrary to the rhetoric of ‘civil society’
participation and grass-root support, as articulated by the donors and the western NGOs, the
development priorities and strategies are essentially forced upon the people and countries in

the region.
A Marshall Plan for the Balkans?

The broad concern expressed about the Stability Pact includes the necessity for regional
cooperation and integration among the Balkan states, their integration within European
structures, and a considerable and long-term commitment to social reconstruction. The
political ambition has been underlined by the metaphor of a Marshall Plan. But how suitable
an analogy is the Marshall Plan and the post World War II reconstruction of Western Europe

and Japan, to current aid policy and post-war reconstruction in the Balkans and in Kosovo?

¥ Stability Pact Watch consists of NGO's from Bulgaria, Macedonia, Bosnia-Hercegovina. Serbia-Montencgro.
See the critique on: www.stabilitypactwatch.info (subheading ‘the problem’) (entered 26 September 2004).

46



The reference to the Marshall Plan probably has a strong rhetorical and psychological power
when it comes to expressing ‘joint effort’ required by separate states, such as the member
states of the European Union, and the gravity of the problem one is confronted with in the
Balkans following the Yugoslav wars. No doubt the metaphor also serves as an
encouragement for the aid mobilisation necessary in the post-war reconstruction measures. As
an historical analogy, however, it is weak. If anything, the Marshall Plan - or the ‘European
Recovery Program’ (ERP) - and post-World War Il reconstruction of Western Europe stand
out by its uniqueness and its dissimilarities with current post-war reconstruction, rather than

any parallels.

The Marshall Plan was launched in the wake of a complete restructuring of the global
economy and international system. The gold standard had finally collapsed in the period
before World War I1, and new institutions were constructed for regulating trade and the
international economy. The Marshall Plan was implemented largely in industrial societies that
had cooperative governments or, as in the case of Germany, were occupied after an
unconditional surrender. Unlike the present Balkans, the reconstruction of Western Europe
following the Second World War was essential to the global economy and thus the United
States. Karen von Hippel has criticised any parallels between current foreign aid and the
Marshall Plan since the latter involved a significant transfer of resources. In the first year the
United States transferred 13 per cent of its total budget to just sixteen European states (more if
Japan is included), while in 1997 it transferred just 0.5 per cent in aid to the underdeveloped
world generally.”® The actual quantity of foreign aid has often been criticised as insufficient,
even dismal, in relation to the needs of the developing countries in general. This has
especially been connected to the colossal disasters in Africa, where in many places poverty
and extreme poverty as well as health conditions are considerably worse than in Kosovo. Thus
for example, the ratio of official development assistance (ODA) in relation to gross domestic
production (GDP) is below 0.3 per cent within the OECD-DAC donor countries taken in
total.” According to OECD figures for 2001-2002 the EU countries level of ODA in relation
to gross domestic income (GDI) was in most cases below 0.5 %, while the countries making

the proportionally highest contribution, such as in Scandinavia and the Netherlands, rarely

% Von Hippel, K (2000) “Democracy by Force — U.S Military Intervention in the Post-Cold War World™”
Cambridge University Press: 187

! Figures from OECD / DAC. The level of ODA/GDP rose from 0.22 % in 2001 to 0.23 % in 2002. However
few countries rcach the UN goat 0of 0.7 %.
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reach 1 %.%% The goal that was set by the EU member states at the Barcelona summit in 2002
was for a contribution of at least 0.39 % of ODA/GDP on each state’s part by 2006.

These illustrations are not intended as a figure exercise to criticise the level of foreign aid, for
although the resources are important it is not necessarily the quantity of aid which is the most
essential. If one leaves aside the issue of quantity, there is in fact some disagreement over the
actual role of aid-flow from the US for post-war western European reconstruction. Thus for
example Alan Milward has claimed that it was limited and argued instead that it was the
development of a mechanism for intra-European trade in the form of the European Payment
Union, which played a crucial role (we shall have reason to return to this argument below).”
In fact the Marshall Plan was launched at a time when most of the European economies had
already reached their pre-war industrial production levels (which none of the post-Yugoslav
states, except Slovenia, had in 2004). Exactly how to explain the great post-war economic
boom is still a matter of debate, where usual suspects have been the role of government
productive expenditure and public investment, the large transfer of people from the
agricultural sector to industry, as well as international trade, but where other factors have
recently been forwarded.” In any case, regardless of the role of aid-flow, a central feature of
the Marshall Plan is that it was launched against the background of a Keynesian approach to

economic development involving the state as an agent in this process.

By contrast, current aid and reconstruction programmes in the Balkans rest upon a neo-liberal
framework emphasizing quite different agents in the process of economic recovery. Falling
short in comparison with Marshall aid, current social reconstruction theory and practice seem
to be confronted with constant failures as for example the result after several years of

involvement in Bosnia or Kosovo would suggest.”’

Not only was the Marshall Plan the expression of a completely different view on post-war
reconstruction and on aid policy, but the social configuration of the post-Yugoslav space in

the 1990s and early 2000, as a peripheral region within a neo-liberal global economic context

%2 Only Denmark reached 1 % (2001). Figures are from OECD / DAC available at: www oecd.ore/dataoccd
(entered 4 October 2004).

 Milward, A (1984)

' Alvarez-Cuadrado, F (2004) “Growth Outside the Stable Path: Lessons from the European Reconstruction”
Department of Economics, University of Washington.

* For Bosnia see Chandler, D (1999). The escalations of violence in Kosovo in March 2004 indicatcd that
several years of international administration in Kosovo had resulted in little progress: compare UNDP “Early
Warning Report # 6 - Kosovo” 2004 (and “Early Warning Report # 5 - Kosovo™ 2003) UNDP.
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is considerably different from that of Western Europe or Japan in the post-1945 period, which
was the context of the Marshall Plan (1948-51). Not only is it essential that the European
states were highly developed before the war and played a fundamental role in the whole
global order, but they constituted a sentes of defined nation-states which were not contested
(except in the issue of the partition of Germany) and which moved towards integration
whereas the post-Yugoslav space is in a peripheral position and has contested states and

disintegrating tendencies.”®

In being so different, the historical analogy that has been made with the Marshall Plan
actually helps us highlight the problem with current aid policy, rather than its merits. It draws
our attention to history. The different contexts can therefore be further emphasised through a
macro-historical outline, within which we can also locate the whole project of development

aid and the debates and trends within it.
Global orders and global capitalism through the twentieth century

The Yugoslav states, in three versions, were created and destroyed in the twentieth century. In
this period, three different phases of global capitalism and four different global formations

can be identified:

1. From the 1880s — World Warl

The interwar period between World War [ - World War I1
World War II - until ca 1967/73

1970s — followed by 1989/91 - onwards

WD

Briefly summarised the first period is characterised by a balance of power system between the
major European powers, a new colonialism, a British-led capitalism and the use of the
international Gold Standard under British hegemony. The polarisation of the European
powers into two hostile blocks and the breakdown of the global economy led to the First
World War. The second phase is characterised by the rise of the United States as a leading
power and the shift from British-based to US-based capitalism. The great Empires in Europe

% This includes how to define Kosovo, Bosnia-Hercegovina (with persistent ethnic division) and even Serbia-
Montenegro (Sandzak, Vojvodina). Macedonia is a separate problem. both in terms of ethnic relations and
external relations (and highly dependent on developments in relation to Kosovo)
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were crushed and with the backing of US interests a number of nation-states were carved out
in Europe from the previous Empires (the first Yugoslavia being one of them). Three
competing ideologies (fascism, liberalism, socialism) consolidated in Europe, and a number
of attempts to retumn to the gold standard failed. Colonialism was a central feature through
both these pertods, up until about 1950, but the decline of British hegemony, the rise of the
U.S. and the constellation of three competing political projects (that is, the rise of fascism and
communism) justifies that we single out the inter-war period as a separate global order. The
third phase marks US hegemony in the liberal world and US attempts to open up the world for
a US led global capitalism, one step being the shaking lose of the colonies and the creation of
(post-colonial) nation-states, but with the global order becoming locked into a bi-polar
relationship between the US and the Soviet Union. The international economy was operating
largely with the US dollar as replacement for the gold standard, but with the dollar linked to
gold in a fixed price. The fourth phase, following the Vietnam War, marks a shift in the
intemnational monetary system, a move towards a complete dollar standard regime, and a
reaffirmation of US dominance. Although there is a relative decline in US domination in
production capitalism, this is replaced by a reaffirmation and consolidation of US domination
in finance capitalism, which now became more relevant as regulated exchange rates were
rapidly replaced by a floating exchange rate system and as private finance was allowed to
move to the centre of the international monetary system. With the break-up of the Soviet
Union and the fall of bi-polarism, new space was opened up for an unleashed market liberal

(neo-liberal) form of capitalist penetration and subjugation.

Karl Polanyi has provided a most powerful analysis of the dynamics within capitalist world
orders and the transition between them.”” In the following periodisation we largely follow, in
compressed form, my interpretation of his ‘great transformation’, which analyses the

breakdown of the old order and the strictures leading to the two world wars.

Writing in the midst of the Second World War Polanyi was concemed with the collapse of
civilisation and the rise of nazism and fascism. Polanyi traced this collapse to the nineteenth
century and especially to the ravaging effects of a free market which as he saw it, destroyed

the very fabric of society.

¥ Polanyi, K (1944/1957) “The Great Transformation” Beacon Press, Boston. It is not possible to give a fair
account of Polanyi’s rich analysis here, but it is not required as we can sketch out the discussion along some of
the central points he has provided.
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Polanyi argued that nineteenth century civilization rested upon four institutional pillars: the
balance of power system, the international gold standard, the self-regulating market, and the
liberal state. These four institutions formed the pillars of the global order and the long peace
between 1815-1914 (disturbed only by shorter or marginal wars), and it was the mutual
economic interest in the /aissez-faire trade, which maintained that peace. But in Polanyis’
analysis the self-regulating ‘free’ market was utopian. In contrast to the conventional view, he
claimed that the self-regulating market was not the result of an evolutionary process, where it
grew out of the expansion of (especially long-distance) trade and market activity. It was nor a
natural extension of mercantilism. It was created through deliberate mercantilist state policies
and emerged as a unique new invention in the nineteenth century, but at the cost of deeply
disturbing effects in society. The forces set in motion by the market and by the
commodification of land and labour produced paramount social dislocation as it uprooted and
alienated the countryside population and created a labour force with dismal living conditions
and no safety net.”® In the wake of the pauperisation and alienation that spread in the
nineteenth century as a consequence of the forces set in motion by the market, counter-
movements arose in order to protect the fabric of society. Thus, two movements; the first
being the creation of the self-regulating market and the social consequences of it, and the
second (counter-movement) being the protectionist measures against it, forms the core of
nineteenth century social history. Polanyi goes as far as to state that human society would
have faced annihilation, had it not been for counter-moves to blunt the action of the

destructive mechanisms of the market.”’

The protectionist measures eventually taken by the nation-states had consequences for the
international economic order and institutional arrangements. The actual use of the gold
standard, first applied by Germany, led to protectionism and another consequence was the
new era of colonial expansion, which was the expression of economic competition between

the states when the gold standard was actually applied.'® Peace in the intenational order

% Thesc were the processes to which Karl Marx was a contemporary observer, and the concerns of which he
wrote.

# Polanyi, K (1944/1957): 76

190 The Gold Standard was a British invention to regulate international trade, according to which a National Bank
bought or sold gold at a fixed price. The Gold Standard was controlled by the Bank of England since the UK was
the leading economic power. As a measure to ensure equilibrium in international transactions, the very mcasurcs
to uphold the Gold Standard (and equilibrium) became protectionist and counter-productive to the international
free-trade ideal. The argument made by Polanyi was that protectionism and colonial exploitation were direct
consequences of the actual application of the gold standard, that is, the actual application of free trade. In
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could linger on as long as the balance of power system functioned, which was especially in

Germany’s interest as a war would be a revenge on that newly created state, but by the 1890s
- following the collapse of free trade - Germany forged an alliance with Austria-Hungary and
Italy. For a period Bnitain took over as leader of the peace interest but in the first decade of

the twentieth century peace was made first with France, then with Russia and the ‘Concert of
Europe’ now ceased to function and was replaced by two hostile blocks. As the symptoms of
the collapsing world economy became clearer, including colonial rivalry and competition, the

two blocks were destined for war.

The old order broke down in the First World War, but after the war came a series of attempts
to restore the order and the gold standard (which was a cause for protectionism as soon as it
was applied in practice). The gold standard had, however, rested on British hegemony, which
no longer existed. The United States had taken over as the leading capitalist power and
moreover, the attempt to eliminate the defeated states from the system made it impossible to
restore, since this introduced an imbalance into the system. In this way, the League of Nations
was doomed to failure from the start and especially so since the United States was not a

member. %!

Since there was no solution to the problem with the international economy, the crisis moved
on and accelerated, which marks the beginning of the second phase in the above periodisation.
This led to a series of monetary crises within various states through the 1920s. The gold
standard finally broke down due to accumulated imbalances in the forced stabilisation of
currencies towards the standard. A partial recovery was possible only after the final
abolishment of the gold standard along with the institutions of the old order. By the 1930s

three different types of protectionist measures against the market took shape. These are

Germany, the economic structure was divided by the agrarian east, dominated by large land-holdings in Eastern
Prussia, and an increasingly industrialising west. The eastern land-holders had favoured free trade for their
exports, but when the prices on agricultural products fell after competition from the new areas opening up in
America and Russia, thesc Prussian land-holders opted for protectionism. Since the emerging industry in western
Germany also opted for protection, Bismarck embarked on the new strategy. Hence, Germany needed protection
as soon as it adopted the Gold Standard nccessary for free trade.

191 Although Woodrow Wilson had been clected on a ‘no-war’ ticket in 1916. the U.S. entered the war the
following year and Wilson’s more global vision was clearly expressed in the Paris Peace Conference. He himself
favoured the League of Nations, but there was strong political opposition in the US coming from fear that the US
would need to maintain standing troops on European soil. The conservative republicans rejected U.S.
intervention in Europe (and especially feared potential European involvement in the Americas). The Versailles
Treaty (and the League of Nations) was defeated in the Senate in 1920, and instead the Monroe doctrine from
1823, according to which the US alone exercised influence over the Americas, while it would keep out of Europe
(isolationism’), continued in effect for the next two decades.
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various expressions of the necessary counter-movement to the forces of the free market (or the
second phase in a double-movement, where the creation of the free market and its effects

constitute the first phase). Those three versions were:

- the ‘New Deal’ in the United States, and the various poverty reduction measures in the
liberal states, which signalled the development of the welfare state project in the
European west;

- the socialist / communist state with developed central planning and rejection of the
market principles altogether.

- The fascist and national-socialist (Nazi) projects in Germany, Italy, Spain.

With the development of these three competing forms, the international order had changed
shape considerably. Moreover, the final destruction of empires in Europe, and the principle of
creating nation-states in their place completely reshaped the political and economic geography
of Europe. The three ideologies, and political projects (fascism, communism, liberalism),
were quite mutually exclusive and in global competition with each other. As such they were
destined for collision and it took the alliance of two of them (communism and liberalism) to
defeat the third (fascism).

Polanyi foresaw the welfare state as a necessary development in order to come to terms with
the problems created by the self-regulating market, and although he was right in relation to
the western European trend his hopes for the United States proved wrong. For Polanyi the
New Deal comprised the essence of a ‘social democratic’-style welfare protection project in a
revolutionary age, where the fear of union power and communist revolution spurred measures
against the effects of the free market. To Polanyi’s great disappointment the U.S. did not
continue much further in the direction of social welfare provision. After the Second World
War, the position of the United States was so strong that it could become hegemonic, and
pursue a policy of opening the globe for an American capitalist expansion and economic

kd
lebensraum.’?

Neil Smith has suggested that the most important change following the Great War of 1914-

1918 was not the shift from a European to a U.S.-based capitalism, but a shift to a different

1% Compare Smith, N (2003) “American Empire” in passim.
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connection between economics and geography.'® Following his thesis the change was from a
system where capital accumulation and economic relations included geographical expansion
fo an integrated world system where there was no longer a completely territorial solution to
the economy. In other words the strategy was to move from the geopolitics of territorial

power and control to a geo-economics of control through markets and politics, or from
geopolitical to geo-economic imperialism.'® In Smith’s argument this is the rise of
globalism, in which geography was rendered elastic in the process of capitalist expansion, and
underdevelopment became an integrated part of that of development. The liberal idealism in
US foreign policy should, according to Smith, be seen in this context, as it becomes a tool for
economic expansion. Although the American vision was that of a global economic space in
which to expand freely, the borders had to be placed somewhere and the ideal of national self-
determination in the place of former empires provided the political-geographic matrix for a
global economic space. Namely, in order for the U.S. global economic power to work, there
had to be territorial stability and a fixing of new states, and by breaking up the old European
political geography into nation-states, economic expansion was possible. National self-
determination and the creation of new nation states was the formula of the time to break down
‘old-style’ European colonial-based capitalism, and from quite different standpoints than
those of Woodrow Wilson, the ideal of national self-determination was shared by Vladimir

Lenin and the communists.

However, this ‘fixing of space for capitalism’ covering the European continent was stunted by
the Russian Revolution, and by Nazism and fascism in several states. It was also defeated at
home in the United States as the Versailles Treaty was voted down in the Senate, and

Wilson’s liberal internationalism had to give way to the Monroe doctrine.

The political ‘isolationism’ inherited from the Monroe doctrine persisted in the inter-war
years while at the same time the dominance of the United States in the global economy was
consolidated. The U.S. upheld a trade surplus with Europe, which was brought to balance by a
triangular trading system. In this system the U.S. purchased primary goods in European

colonies and paid with dollars, which European countries then acquired by trading

1% Smith, N (2003) Neil Smith outlined the main points in his arguments on U.S. policy following the two
World Wars in two seminars at the Institute for Cultural and Economic Geography, University of Lund, on 28
and 30 April 2000.

1% Smith, N (2003); Smith, N (2005) “The Endgame of Globalization™ Routledge, New York: most explicitly on
pp. 70-71
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manufactured goods in exchange for raw materials and foodstuffs and through repatriation of

profits from colonial investments.'®®

But as we have seen the temporary revival of the economies and the welfare arrangements in
the victorious countries could not be sustained in the fragile international order / disorder
following the First World War and it may be said that a meltdown of the global economy and
political order was built into the post-war arrangements. With the failure to come to a
settlement with the political economy of the defeated states, as well as the international
economic system, the European powers entered another great war of mutual destruction.
Indeed the two world wars may be described as one single global crisis, with a pause, in the

struggle for succession to British hegemony.'%

The American vision of a global economic space was made possible only after the Second
World War (which constitutes our third phase) although in practice it was restricted to half of
the globe given the binary geopolitics of the Cold War.'” The Marshall Plan was a necessary
step in this strategy, since the restoration of the major European economies was vital for a US
led international capitalism, both in order to constitute markets for US goods and to avoid that
these European states falling to socialist revolution. The reconstruction of industrial
production capacity in Europe (centred on Germany) and in Japan was essential in order to
overcome the lack of dollars for buying American products. If industrial capacity could be
restored in Europe and Japan, the pre-war triangular trading pattern would provide for the
dollar-gap to be filled and create the markets for U.S. companies. In order for the European
states to find markets for their products there had to be a certain level of development in the
former colonies, or Third World, and so the Marshall Plan and the so-called point four
programme of Development Aid (to underdeveloped countries) announced by Harry S.
Truman in 1949 were integral components in the strategy for the new U.S.-led global
economy.'® The ‘freeing’ of the colonies and the state- and nation building in colonial areas
was essential to the new American order, and it was framed in the same ideological language

as that of Woodrow Wilson at the Paris Peace Conference some decades earlier. The ‘rights’

19 Reifer, T & J. Sudler (1998): 15

1% Derlugian, G. M (1998) in Hopkins, T & 1. Wallerstein (1998) “The Age of Transition — Trajectory of the
World System 1945-2025” Zed Books, London & New Jersey : 153

7 Smith, N (2003): 455-456. In other words a geo-cconomic strategy within the "free world” coupled with a
Feopolitical struggle vis-a-vis the Soviet Union and the communist bloc.

% Reifer, T & J. Sudler (1998): 16
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weapon (the right to national self-determination, and so on.) was a powerful tool in this realist

geopolitical / geo-economic consideration,'?’

The whole institutional framework, which was to uphold the New Intemational Order,
including the Bretton Woods institutions, and the United Nations, was designed under
American leadership.’'® Some institutions, such as the financial ones of the IMF and the
World Bank, were to be dominated by the U.S. and its closest allies, while the U.N. was
designed according to the idea of one-nation / one-vote in the Assembly, but with the Security
Council composed of a smaller circle of veto-right states. The IMF and the World Bank were
to operate as a kind of currency police (IMF) and development credit institution (WB) to
facilitate the governing and promotion of the global economy. The US dollar was to serve as
the new standard (connected with a fixed price to gold) while the economic order ultimately

was secured by the military power (and nuclear arsenal) of the U.S.

Much of the literature in political economy and economic history emphasises the U.S. basis
and the dollar basis of the post-war international institutional order in which the ‘golden age’
of capitalism and unprecedented economic growth took place. It also emphasises the role of
the Marshall Plan, or the European Recovery Programme, for the post-war reconstruction of
Western Europe. By contrast, Alan Milward has argued that initial U.S. ambitions for the
post-war order were actually halted and had to give way considerably to European
initiatives.’'! Milward also claims that the Marshall Plan or European Recovery Program was
less significant than is usually suggested. The U.S. ambition was to break-up the nation states
and create a united Europe and to move quickly towards equilibrium in international trade and
finance. The Europeans were very much against this, especially the concept of a ‘united
Europe’, and their main overall priority was not just reconstruction, but considerable
development of the national economies and their potentials. The U.S. then shifted towards the
softer goal of trade liberalisation within the westem European space. This was only possible
in a gradual manner. The European states pursued the goal of reconstructing their national
economies, rather than seeking to recreate international equilibrium in trade and payments.

The European Recovery Programme helped them do this, and especially the imports from the

199 Cf: Smith, N (2003), especially chapter 13

% The UN Charter, for example, was drafted in the U.S. State Department partly by copying elements from the
U.S. Constitution. For the discussions and negotiations in relation to the new international institutional famework
see Neil Smith (2003)

" Milward, A (1984)
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U.S. enabled a high level of capital accumulation. This destroyed the ideas of Bretton-Woods
in its birth, but for the U.S. it was politically essential to keep Europe within its interest sphere
and the concessions would be worth the price. For the Europeans the Marshall aid was not
sufficiently important to allow the U.S. to pursue its initial goals. Instead, Milward argues, it
was the European Payments Union that provided the institutional framework for European
recovery and interdependence. The European Payments Union was a multilateral instrument
through which a particular country could clear a trade deficit against another country with any
other country in the union. Eventually the foundations were laid for further economic
cooperation, which not only secured the peace but also provided for a European integration of
a soft form (as opposed to the initial U.S. ambition). Thus, while the Bretton-Woods was
rejected, the Europeans laid the foundations of a framework for interdependence which the
Americans had to accept. In Milwards analysis the foundation for international trade was not
only the U.S. dollar but the coexistence of a sterling area, that of Western Europe and the
dollar trading zone. Within this framework trade liberalisation was gradually possible, but its
basis was a European integration project and the regulated market where nation-states pursued
Keynesian economic policies and protectionism of many sectors, while allowing the

liberalisation of, or common economic policies in, a few sectors. 2

In minimising the role of aid flow Milwards analysis does not improve the case for a parallel
between Marshall aid and current aid policy in the Balkans. In fact if we follow Milward, as |
would suggest, the contrast between the reconstruction of Westemn Europe and current aid
policy is equally strong if not amplified, because in Milward’s analysis it was Keynesian
policies and strongly regulated economies which provided for reconstruction and economic
development. The economic integration was gradual and negotiated by sector. This is
essentially different from the trade and market liberalisation allied to privatisation pursued in
current post-war reconstruction and transition policies towards the Balkans. Moreover, the
European states were not only essential to the global economy, but they were industrialised
and developed economies. Hence, aid was to a large extent a matter of the rich helping the

rich.

The post-war trend in the intemnational political economy was one of continuous liberalisation

under the auspices of an institutional framework, which was safeguarded by the United States.

12 Milward, A (1984): especially Ch.1 and ‘Conclusions’.
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The successive liberalisation and the ‘rules of the game’ were designed to favour U.S.
enterprise and economic expansion, but they had to be acceptable to other states in the core
zone.' In the shaping of this order governmental interventions and agreements between the
major states in the core have played the lead role. In Europe and in Japan enterprise and
industry were based on strong state support and the protectionist elements in many sectors
played an important role in rebuilding domestic economic and industrial capacity for global

competition.

The creation of an American global economic space was however considerably impeded by
the Cold War. The configuration of a bipolar structure of a ‘free world’ under US hegemony,
and an anti-capitalist development alternative locked the political space into spheres of
influence and created opportunities for a mid-way balance of non-aligned countries like
Yugoslavia. Further, it created negotiation leverage for trade unions and social democrats in

the west.

Thus, the shaping of international economic liberalism was matched by (and preconditioned
by) protective national economic development projects throughout Europe. The state
encapsulated, and organised, the governing of the political economy within a mobilised
nation. State, nation, and capital converged, but within a global capitalist (liberal) framework
regulated by a new set of institutions ultimately safeguarded by the (hegemonic) United
States. ‘Free’ trade was strongly negotiated and regulated both in terms of products and in
terms of partners for the trade. If this seems paradoxical, they were in fact mutually
conditioned: the Keynesian welfare state project was the foundation for the legitimacy of the

international liberal order.

Even if the post-war European liberal (welfare) state was shaped in the inter-war period
(especially the 1930s), through measures against poverty and measures of inclusion and broad
political participation (universal suffrage, working-class incorporation), it was in the post-war
period that the role of the state was expanded to unprecedented levels. Social engineering,

interventionism in social life, and political steering in the polity constituted the matrix in

13 Jkeda, S (1998): 64
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which the global economic expansion operated. The welfare state project in the centre states

was paralleled with the statist development model in the periphery, or third world.'"*

State bureaucracies and hierarchical forms of government were exported, either from the west
or from its communist competitors, to the ‘third world countries’ conststing of former
colonies and newly created states. In many such states, of course, this implied the creation of

more effective means of repression.'"

Under this new order the first decades of the post-war period saw a golden age. Georgi
Derlugian has discussed how American labour relations became the pattemn in Europe and
Japan and how the project of global economic expansion was based on the recreation of
markets and growing productivity and required the institution of increased wages, social
security benefits, expanded leasure time, and so forth.'' This secured relative class peace

within states and legitimacy for the whole order.

As outlined by Satoshi Ikeda, global economic integration was led by trade in the 1950s, by
foreign direct investment in the 1960s — along with continuing trade -, by bank lending in the
1970s, and by international security flows in the 1980s.""7 In the same manner liberalisation
moved on gradually, with merchandise trade in the 1950s and 1960s, foreign direct
investment in the 1960s, international financial activities in the 1970s and 1980s, and then
continuously negotiated liberalisation of trade in services, information, and agriculture in the

1980s and 1990s.''®

The domination of the United States within production capitalism decreased in the late 1960s |
and early 1970s. Japan and Germany (and Europe in general) gained ground and the very

foundations for the legitimacy of U.S. hegemony (which was the condition under which the

other states could advance their economies) eventually seemed to undermine that hegemony.

Here the Vietnam War played a crucial role. The war’s expenses seriously reversed the US

balance of payments and when more dollars were printed to cover the costs, its value deflated,

" The term ‘the Third World® was first used in 1949 by the French demographer Alfred Sourver, who intended
it in a political sense for countries outside the Washington-Moscow axis. and only later it became the main term
for all underdeveloped countrics.

"5 Derlugian. G (1998): 150

"¢ Derlugian, G (1998): 153

"7 Ikeda, S (1998): 43

""® Ikeda, S (1998): 64
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in turn eroding other states’ acceptance of it as a comnerstone for international trade, and they
switched their preference to gold holdings."”” Thus, by the 1970s U.S. hegemony showed a
tendency to decline, but it came in fact to be reaffirmed and consolidated through a strategy of
changing the rules of the international monetary system. Within international relations (and
international economics) the 1970s has often been construed as a decline in US hegemony,
and an increased regionalism where Germany and Japan rose as economic powers, due to
their increased shares in the finance and control of production. In contrast to this, Peter
Gowan has analysed the shift as a US strategy to restore domination by first abandoning the
US dollar’s link to gold (in 1971), then abandoning the Keynesian system (in international
finance), which regulated private financial operators from moving freely around the world,
and opening up for a free capital market and free movement of capital globally.'” The other
capitalist states (in Western Europe, Japan) were of course reluctant to accept a pure dollar
standard, since it would give too much power to the United States and a step in the US
strategy was to promote an oil crisis in 1973, by which oil prices quadrupled, and which was
mainly directed against the potential competitors of Western Europe and Japan.'?' Although
the oil crisis has conventionally been seen as a Saudi-Arabian response in reaction to the Yom
Kippur war, and the US support for it, Gowan has shown that it was promoted by the United
States administration, which realised that the sudden inflow of petrodollars to the oil-rich
Arab states could not be absorbed through reinvestment domestically in these countries and
would therefore have to be placed primarily in the largest and most secure financial system,
namely the American financial system (American banks and Wall Street), thus providing a
considerable boost to the latter.'?* In 1974 a strategy followed to release capital control and to
allow private banks to move to the centre of international finance. This shift would eventually
have great consequences for a number of third world countries and newly industrialising
countries, including Yugoslavia, through the building up of the international debt trap, to
which we shall return in Chapter 5. The shift forced an eventual replacement everywhere of
regulated exchange rates towards a floating exchange rate system, and it constituted a core
pillar behind the move towards neo-liberalism by the late 1970s and the 1980s. Since the price
in oil, and many other goods that are traded internationally, is set in dollars, and the US freely

can move the exchange price of dollars against other currencies without suffering the

19 Reifer, T & J. Sudler (1998): 26; Gilpin, R (1987) “The Political Economy of International Relations”
Princeton University Press: 135

120 Gowan. P (1999) “The Global Gamble: Washington’s Faustian Bid for World Dominance™ Verso, London:
en bloc, but especially Ch. 3-4

! Gowan. P (1999): 21

= Gowan, P (1999): 21-24 and Chapter 3 en bloc
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economic consequences that other states would do if they attempted the same, the dollar has a

considerable advantage or seigniorage in the international monetary system.'?

There was, of course, resistance in many countries to the abandoning of the exchange rate
system, but while national banks guaranteed the value of national currencies, heavy
speculation against many of them finally forced the free floating of currencies, a process
largely completed by the end of the 1980s. The switch from fixed to floating exchange rate
systems left the price of money itself to be set on the self-regulating market and signalled an
increase in the financial strength of capitalist enterprise, and in particular finance capital, vis-
a-vis states and after this no single state could pursue macro-economic policies without taking
into consideration the standing in the international economy; debt accumulation had direct
consequences for the attraction and strength of the national currency.'** No other country but
the United States would be able to run such a sizeable budget deficit, as it currently does,
without risking interference from the International Monetary Fund and considerable financial

punishment,

The post-war golden years of global economic expansion and increased welfare lasted up until
the 1970s, and they rested on industrial mass production and the accompanying organisational
and institutional arrangements known as Fordism. The Fordist production (sometimes Fordist-
Taylorist) is successful because it achieves economies of scale (the product becomes cheaper
in proportion to the quantity produced), but this requires mass consumption and the
continuous expansion of markets. In this manner the elements of success for Fordism also
represents its limits. Like capitalism itself; it has to expand, and the soctal institutions
accompanying it — the Keynesian welfare state — required continuous growth and increase in
welfare provisions and salaries for the workers.'?* By the 1970s limits were reached through
the saturation of markets and through over-crowding and increased competition within
enterprise itself. As the system lacked flexibility to adapt to these circumstances a period of
contraction and stagflation (stagnation accompanied by inflation) followed. Initially the
response was to export manufacturing to countries where the production costs were cheaper,

thus providing an industrial impetus to the so-called Newly Industrialising Countries (NICs) -

123 Gowan, P (1999): 20, and for the significance of dollar seigniorage see pp. 25-26.

124 Tkeda, S (1998): 64-65

135 The necessity to expand is of course central to capitalism itsclf, but Fordism / Taylorism speeded up the
process considerably. On the internal logic of capitalism, and its expansionist logic - geographically or by sector
- Karl Marx analysis has been interpreted and extended in a most groundbreaking work by David Harvey
(1982/1999) “Limits to Capital”, Verso, London & New York.
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a sphere within which Yugoslavia was competing through license-production and so forth. -,
but by the 1970s the downturn in the global economy was exacerbated by the oil-crisis

following the shock increase in the price of raw oil induced by OPEC countries.

In a number of underdeveloped countries the development project as such showed marginal
results only and the uneven development within the global economy was increasingly
politically challenged. Now figuring as a united group the Third World countries raised
demands for more equal terms, culminating in the demand in the UN for a New International
Economic Order (NIEO) in 1974-75.

By the 1970s new flexible forms of production, fuelled by micro-electronics, and the
revolutionary impact of information technology, paved the way for a new economy.'?® The
tertiary sector (service) gained ground at the expense of the primary (agriculture) and
secondary (industry) in the core countries. Flexibility now became the prevalent catch-word to
cope with a post-Fordist era, not only in production, but in management and organisation as

well as government. '’

As we have seen above, the challenges to the Keynesian welfare-state model were not merely
structurally-economically determined but part of a political strategy and indeed a new
conceptualisation of government. Arienne Heritier has located the evolution of the concept of
‘governance’ on the one hand in relation to the planning failures observed in implementation
studies following the grand ambitions of the Kennedy administrations war on poverty in the
1960s, and on the other hand in relation to systems theory research claiming that society is so
functionally differentiated and complex that the political system cannot fully control other
‘spheres’ in society (‘economic’, ‘culture’, for example.).'?® In reassessing the market
mechanism, as another form of (self-) governing, the ideas that political steering needed to
rely partly on private actors for policy success were then developed, with deregulation as a

logical consequence.

126 For example Castells, M (1996) “The Rise of the Network Society”, Vol 1 of “The Information Age:
Economy, Society and Culture”, Blackwell, Oxford

127 For a study of the changes in language and conception see Strath, Bo (2003) “The State and its critics: is there
a post-modern challenge?” in Skinner, Q & B. Strath (Eds) (2003) “States and Citizens: History, Theory,
Prospects”, Cambridge University Press: 167-190

'*% Heritier, A (Research seminar presentation at the European University Institute, 3 March 2003).
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Propelled by Chicago-style economic thinking, in which the self-regulating market was
idealised, and by the ultra market-liberal oriented governments that came in power in the U.S
(Reagan) and the UK (Thatcher), by the 1980s a new revolution in the governing of the
political economy paved the way for new policies in the international financial institutions
(the World Bank and IMF). The pillars upon which the global economic order rested moved

in a neo-liberal direction.

The relationship between centre and periphery now changed. The IMF and World Bank
pursued neo-liberal policies and strict demands in relation to credits and loans to Third World
countries as well as some socialist states. By the 1980s accumulated debts from loans
obtained in the 1970s (and earlier) fuelled a crisis, since many of the products produced by
these countries lost value relative to products they imported from the core states, including
components needed to maintain their export capacity as such. The debt crisis of the 1980s
which hit many developing countries rebounded on international banks in the west as some

large countries announced their inability to repay their debts.

A most important change in the relationship between the rich countries and Third World
countries following the restructuring of global capitalism is the bifurcation of the world
system. From the 1970s onwards the expansion of global capitalism was replaced by a
contraction spatially and, as already mentioned above, the dynamic aspects of the global
economy now increasingly takes place within and berween three emerging blocks, while the
periphery has become less relevant to the global economy.'? Ankie Hoogvelt prefers to
reserve the term ‘globalisation’ for this deepening — but no longer widening — of global

capitalism."* She also notes that the periphery is no longer needed for the capitalist system

131

and that developmentalism has given way to exclusion and containment. =" This process has

moved on gradually, starting in the 1970s and articulated in the 1990s.

While the restructuring of capitalism since the 1970s has brought strictures to the political
economy of all states, it has constituted a particular problem for socialist states and to the

Third World. Generally, it has brought about the death of development as a political project in

'* Due to the logic of capitalism, its expansion and decpening moves in cycles. Most recently a new expansion
opportunity has opened up in China. For the logic of capitalism, aside from Karl Marx’s classical accounts, sce
Harvey, D (1982/1999) “Limits to Capital”, Verso, London & New York,

13 Hoogvelt. A (1997): 115-116

3! Hoogvelt, A (1997): part 2
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many Third World countries, and it has typically been identified as the macro-process with
which the rigidity of central planning, and other real-socialist, systems could not cope. The
collapse of the Soviet Union and the entire communist bloc in Eastern Europe marks a grand
shift in the global order because of the end of bi-polarism and the end of the anti-capitalist
development model. However, the order must be distinguished from global capitalism, since
the latter has merely reaffirmed itself in the presence of a new political space into which
expansion is relevant. Many of the countries in the European East had a relatively high level
of development, especially when compared to conventional Third World countries, and
several of the East European states have now become integrated into the European Union,
while other states are candidates for further EU-enlargement. Although states with a certain
level of development are relevant for incorporation, global capitalism in the age of

globalisation is largely exclusive.

Robert Cox has noted that ‘neoliberalism is transforming states from being buffers between
external economic forces and the domestic economy into agencies for adapting domestic
economies to the exigencies of the global economy’."*? Karl Polanyi’s methodological dictum
requires us on the one hand to look for counter-movements to the market forces, and on the
other hand to pursue an analysis of a society in the wider context of the global economic and
political order. Following Polanyi, Robert Cox is expecting some counter-movement to the
new liberal order, and authors like Bjérn Hettne and Stephen Gill follow a similar line."? In
the global periphery such counter-movement may be identified in the parallel economies
clustered around clientelist structures, or in war-lord politics as studied for example by Mark
Duffield or William Reno."** Although connected to formal economic decline and social
exclusion these represent new forms of political projects, with new forms of legitimacy, rather
than mere social breakdown. Supported by empirical evidence this perspective is in stark
contrast to transitional logic for Eastern Europe or the neo-liberal development

conceptualisation for Africa.

The character of political economy and the efforts to create a stable polity, or indeed the
creation and destruction of the Yugoslav states, must be placed within this global context.

Carved out of two former empires in Europe, the multi-national Yugoslavia experienced two

132 Cox, R (1995): p. 39

133 See the articles by those authors in Hettne, B (Ed) (1995) “International Political Economy — Understanding
Global Disorder” Zed Books, London & New Jersey,

13 See above: Duffield, M (1997) (1999) (2001); Reno, W (1998)
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internal wars with ethnic delineation, but it also produced the most successful real-socialist
economy in Europe (or in the world), a high level of legitimacy for the multi-national socialist
state, and achieved a high degree of global economic integration before moving to a new

peripheral (global) position towards and after the end of the Cold War order.

Yugoslavia from periphery I to periphery 11

The first Yugoslavia was created according to Woodrow Wilson’s vision of national self-
determination following World War 1. It was carved out of the defeated Ottoman and
Habsburg Empires in the reshaping of the European space, and found its internal legitimacy in
the “Yugoslav’ and ‘Illyrian’ movement that advocated all south Slavic peoples in one state
(developed in chapter 3). It did however also come to incorporate non-Slavic people,
including a considerable Albanian population, which found itself outside the Albanian state
in-the-making. Within Europe only France supported the newly created Yugoslav state and
from the beginning it was surrounded by states with claims upon its borders (Italy, Austria,
Bulgaria, Albania, Hungary). Politically its external relations therefore focused upon securing
support for the state borders, especially within the League of Nations. Yugoslavia’s
diplomatic relations were however out of tune with the strong economic dependence it had
first on Italy and then (in the 1930s) increasingly on Germany. Yugoslavia was a small
peripheral country dominated by agriculture. The agricultural sector had been exposed to
capitalist principles only in the nineteenth century, and then primarily in the northwest and
along the railroads and rivers, whereas much of the hinterland still remained pastoral. Land
reforms undertaken in the inter-war period had mixed results. In some areas it resulted in
more effective agriculture, in others it had the opposite effect, and in some areas — such as
Kosovo and Bosnia - it provoked ethnic tension. Industry and mining had primarily been
developed by foreign companies and Yugoslavia was highly dependent on foreign capital and
on economic centres in the west. Industrialisation was limited, but growing, primarily with
light manufacturing in Slovenia and Croatia and in mining and metallurgy in Bosnia, Kosovo,
and Macedonia. This was stimulated by foreign (first French and British, then increasingly
German) capital. The depression hit Yugoslavia hard as grain markets and agricultural prices
fell. Struggling with external and internal problems Yugoslavia remained a weak peripheral
state with a foreign policy hopelessly incompatible with its economic dependence, as it was

invaded by Germany in 1941.
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Yugoslavia suffered heavily from the Second World War and most of the casualties were due
to internal conflicts. Only the socialist ideology could provide the necessary elements to unify
the Yugoslav peoples following the bloody Second World War. The initial steps to rebuild the
economy were disastrous. The first successful attempts at modemisation came only in the
1950s. It had required the break with Stalin in 1948 and a peace made between peasants and
the communist party. With the initial isolation in the communist camp Yugoslavia became
oriented to western capital and markets in its development strategy. In the 1950s state-led
development of heavy industry and infrastructure provided considerable economic growth,
but this was still not translated into increased living standards, and the 1960s saw an increased
focus on consumer goods. In order to secure its trade and its credibility in the West,
Yugoslavia had to pursue a policy of external (import-export) stabilisation, which made
domestic policy highly sensitive to international conditions. From the 1960s onwards

Yugoslavia moved to increasing liberalisation in political and economic terms.

Although Yugoslavia achieved impressive economic growth, modernisation, and increased
living standards, this was highly dependent on the position it had in the bi-polar order and on
the expansionist western economies, of which licence-production and technological
components from the west coupled with labour exportation played a crucial role. Political and
economic decentralisation in the 1960s and 1970s was initially successful, and necessary to
manage intemal regional and national divisions as well as being an integral part in self-
management, but it also came to provide traditional forms of loyalty with a new institutional
framework. The economy relied heavily on traditional and informal ties and eventually these
provided for blockages and strictures within the economy firstly and then the polity.
Decentralisation eventually made the macro-economic policies — which were so necessary for
external stabilisation — impossible, and at the same time decentralisation was necessary for
internal political legitimacy. Yugoslavia was heavily hit by the debt crisis in the 1980s and the
new policies pursued by the IMF and World Bank - based on export-led development - were
highly inappropriate for Yugoslav conditions. At the same time — when decentralisation had
reached a peak and when the global as well as national economic crisis started to become felt
socially — Yugoslavia’s most important political leaders died (Josip Broz Tito, Vladimir
Bakari¢ and Edvard Kardelj all died within the span of a few years). The new political
leadership in the 1980s was weak, while regional and local power was affirmed. As the whole

. socialist bloc in Eastern Europe crumbled, real-socialism itself lost its legitimacy, and the
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geopolitical rationale for Yugoslavia was crushed. In this manner, several of the foundation
blocks for the Yugoslav idea of the state ceased to exist. Yugoslavia's short, but successful,
integration into the global political economy and intemnational division of labour was replaced
by increasing global peripheralisation, economic and social crisis, followed by political crisis,

and finally state-disintegration and civil war (all discussed in chapters 4-5).

The new political projects in the Yugoslav space were articulated in strong ethnic exclusivist
terms, and shaped along the clientelist and traditionalist ties that took shape at local and
regional levels. Through violent conflict, such networks were reaffirmed and came to replace
any other institutional or political arrangements for social security. As the formal economy
declined and was marginalized, the informal economy expanded along the traditional
networks, and showed a capacity for alternative forms of integration into the global economy
(studied in chapter 6 and 7). Following the war and state-breakdown in the 1990s, the
Yugoslav space became incorporated into western aid policies of democratisation, social
reconstruction, as well as direct humanitarian assistance and physical reconstruction. By then,
however, western aid policy itself had become heavily permeated by neo-liberal theory in
which market forces, private agents, and subcontracting, were dominant features. Indeed the

changes in international political economy governed both logics.

Development debates, trends and theories

As is evident from the sketch of the changes in the global order and political economy
outlined above, the logic of development and development aid was firmly embedded in the
logic of bi-polarism. The commitment to development was a post-World War 11 occurrence,
and connected to the whole restructuring of the global economy and the new world order. In
this way it constitutes a departure from colonial civilising missions, in which the periphery
essentially played the role of exploitation area for the colonial empires. Although economic
development theories in relation to Latin America, which was already free, were formulated
prior to the Second World War (notably in the 1930s), we can conveniently place the birth of
development in the 1940s. It can be seen, first, in the Marshall Plan in relation to the
reconstruction of Western Europe, then in Harry S Truman’s 1949 speech where a
development commitment was made to the former colonies. The production of theories and
concepts, which were formulated in relation to the underdeveloped countries, must be placed

within this historical context and particular global order, to be approached meaningfully. This
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theoretical area is very wide and here we must sacrifice its complexity for the sake of a brief

sketch providing an overview of the trends.

The economic theories of development, which were formulated in the late 1940s and in the
1950s focused on internal conditions in the countries concerned and were oriented towards an
expansion of the national economy. Few external factors were relevant, except of course
capital investment, aid flow and technological transfers. True to the Keynesian climate the
state (and government) was given an important role as agen? in the development process,
which included state / government interventionism, investment and planning, fiscal policies,
and so on. in order to achieve economic growth. A particular focus of interest was GNP per
capita. Arthur Lewis and W.W Rostow were important theorists for this tradition, and these
economic growth theories laid the foundations for modernisation theory as it became

formulated from the 1950s onwards.

In the late 1940s the critique towards economic growth theory came from the early
structuralists and was formulated by authors like Raul Prebisch (in Latin America) and Hans
Singer (in Europe). In the 1950s Raul Prebisch came to lead the United Nations Economic
Commission for Latin America (ECLA), which largely adopted the structuralist programme.
A key feature of early structuralist theory was an external orientation and a critique of
classical trade theory. The so called Prebisch-Singer thesis advocated a long-term decline in
trade between primary goods and manufactured goods due to advances of technology. Trade
between developed and underdeveloped countries was therefore on unequal terms and
essentially unfavourable to the underdeveloped country. This challenged conventional trade
theory, which claimed the mutual benefits of trade. The structuralists introduced the terms
centre and periphery, where the centre countries were rich and benefited from trade, whereas
peripheral (poor) countries in Africa, Asia and Latin America did not. The policy prescription
of early structuralism was protectionist, and to replace imports with local goods, formulated in
the so called Import Substitution Industrialisation strategy (ISI). The 1SI strategy was applied

in a number of countries in East Asia (quite successfully), Latin America, and India.

In the 1950s and 1960s the main debate in development studies was between modemnisation
theories and dependency theory. Modernisation theory was widely encouraged by the US
government, which sponsored research within a number of disciplines. Within modernisation

theory, Western European countries, and their successful path to industrialisation and
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modernisation, were seen as models which could be imitated. Whereas growth theory had
been preoccupied with economics, there now emerged a concern about the entire social and
cultural climate in which development efforts were to take place. Traditional institutions and
values were seen as an obstacle to the absorption of technological transfers or elements from
the western model and, in order to achieve development, social and cultural change was
required. Modernisation theory thus differed from the economic development theories in that
it did not consider development as restricted to economics and growth, but considered
‘development’ as a process through which entire societies were fransformed. The mode
through which social / cuitural change was to be achieved was through focusing on
entrepreneurial agents (for example certain groups of educated individuals) in the developing
countries. In this manner, modernisation theory was elite-oriented, where some layers within
the population was seen as modern. There was however no class-analysis, and consequently
no conflict between different wealth-groups in society, but rather an assumption of mutuality
between different groups. The relationship with the rich western countries was seen as
beneficial (as opposed to in early structuralism) and in fact necessary through the
technological transfers and know-how it brought, and in the same way the urban areas within

the concerned country were seen as beneficial to the rural areas.

Dependency theory rose in Latin America as a critique of Modernisation theory. Although
structuralism was a starting point - especially the focus on external relations -, dependency
theory was also critical of the ISI. Dependency theory was much more radical than early
structuralism in its attack on the global economy. Whereas structuralism was reformist in the
sense that it wished to introduce reforms due to the obstacles with the external factors, it was
not anti-capitalist as such. Even Vladimir Lenin and imperialist theory, which was critical of
capitalism, had essentially considered colonialism as progressive. Dependency theory, by
contrast, did not see any progressive line for the underdeveloped countries in relation to the
west. In the classical understanding, as formulated by Dos Santos, the economy in the
dependent country was conditioned by the development and expansion of another country, to
which it was subjected. For Dos Santos development was however still possible, although it
was externally dependent. Andre Gunder Frank provided a much more radical critique. He
introduced the terms ‘metropolis’ and ‘satellite’ (both in a global sense and within states).
Between the ‘metropolis’ and ‘satellite’ there is an exploitative relationship, first on the local
scale, then on the regional, and finally on the global. In the early 1970s peace researcher

Johan Galtung forwarded similar propositions.
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Where modernisation theories discussed the ‘developmental state’, Frank — and other
dependency theorists - discussed the ‘underdeveloped” state. In dependency theory
‘underdevelopment’ was a process going on for centuries due to exploitation from the colonial
powers. Development was therefore impossible as long as the exploitative relationship was
maintained and the policy prescription following from Frank, and others, was a complete
break with the west and de-linking from global capitalism. This of course did not mean that
trade was excluded, but it was to be undertaken on a regional basis between countries with
similar levels of development and with similar conditions in the global economy. Frank’s
focus was mainly on trade and foreign exchange. In the 1970s Samir Amin applied the centre-
periphery model in the study of production. Samir Amin became the first influential
economist from a Third World country to contribute to the development debate. The thesis of
asymmetric trade (which had been presented by Prebisch and Singer) was further elaborated
in the late 1960s by Arghiri Emmanuel. Geoffrey Kay worked on similar lines, but placed an
emphasis on the market position. Theories of unequal exchange, some of them severely
criticised, had an important role in elevating dependency theory among the countries in the
Third World. Whereas modernisation theory was promoted by the aid agencies of the west,
dependency theory had great influence in Third World countries, which presented a united
front in the demands in the United Nations for a New International Economic Order (NIEO)
in 1974-75.

By the 1970s it became increasingly emphasised that the ‘Third World’ was so heterogeneous
that the theoretical frameworks developed so far, by the different opposing stands, were
insufficient to capture the complexity and differentiation between various states and regions.
Especially it was evident that development was possible in some places, such as the NICs.
The traditional international division of labour, in which the underdeveloped countries were
mere producers of raw material for the industries in the West, had been a relationship upon
which dependency theory and critique of the capitalist exploitation was founded. When, in the
1960s, large companies in the west started to allocate some of their production to peripheral
countries to cut its production costs, a more heterodox interpretation was needed. The changes
which became apparent in the 1970s gave impetus to a flourishing theoretical development,
The relocation of production and the increasingly complex relationship between states was
addressed in studies of the New International Division of Labour. The fierce polarisation

between modernisation theorists and dependency theorists also loosened up.
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A number of authors, such as Fernando Cardoso, accepted the premises of dependency, but
claimed that development still was possible. The so called ‘dependent development’ they
introduced was less radical than dependency theory in that they suggested that there was room
for manoeuvre and negotiation with the multi-national corporations and with financial capital

in the core countries.

The nature and character of capitalism was heavily debated among Marxist historians and
social scientists. The issue was central both in studies of western European history, especially
the transition from feudalism to capitalism, as well as within development studies. The cross-
fertilization of social theory applied within different areas has always been considerable, but it
is perhaps especially visible within development studies, as it is such an inter-disciplinary
field.

In the 1970s Immanuel Wallerstein started to develop his world-system analysis which
claimed that the whole globe had already become incorporated into a single capitalist system
around the sixteenth century. One of the sources of inspiration was Fernand Braudel and the
Annales school which had emphasised the ‘long-term’, ‘deep’ structures in history aiming at
writing a ‘total history’ instead of focusing on events. Thus, world-system analysis aims at
studying long- term structures and it also rejects the separation of social life into ‘economics’,
‘politics’, and other spheres, and the artificial disciplinary borders created within academia.
An important contribution of world-system analysis was that it incorporated politics and
economics into a single framework and studied global power relations as an integral part of
the capitalist economy. In addition world-system analysis partly drew on the dependency
school and incorporated many dependency concepts, such as ‘core’ and ‘periphery’ into the
analysis, but it found the binary relationship insufficient and instead operated with a tri-modal
model of ‘centre’, ‘periphery’, and ‘semi-periphery’. World-system analysis is dynamic and
there are possibilities for countries to move away from or towards the core (or semi-

periphery) under certain conditions, thus making development possible.

Although world-system analysis has been criticised for its focus on macro features — it takes
the whole world as the unit of analysis — and for tendencies to macro-determinism, there is, as
discussed in the introduction, no reason why it should not be possible to use the approach as a

point of departure and then pursue the analysis in a specific country or region. In fact world-
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system analysis lies close to both historical sociology and critical international political
economy, and to the approach applied in this thesis. A difference is that world-system
analysis really only typically operate with macro-‘systems’ and with their change or
continuity over long periods and tends to have limited methodological or theoretical value for
analysing what is going on within states and the changing social relations within communities.
Although it is a useful framework it therefore needs to be complemented with analytical tools

and concepts from other traditions.

By the 1980s the neo-liberal trend took over (from modernisation) in all policy areas
including aid policy. Neo-liberalism has been described as the counter-revolution in
development economics. Since Keynesianism declined in the late 1970s and early 1980s, neo-
liberalism has remained dominant in economic theory and in development thinking. The key
feature is that primacy is given to the market forces because markets are believed to provide
for better allocation of resources than the state. Trade is seen as mutually benefiting and must
be free. Although the neo-liberal version at the turn of the millennium is less extreme than it
was a decade ago, its premises permeate all policy thinking within aid policy, whether for
Eastern Europe or elsewhere, as discussed in the introduction and earlier in this chapter. The

policy prescriptions are liberalisation, privatisation and structural adjustment.

In these divergent perspectives we can identify continuity between, on the one hand economic
growth theory, modernisation theory, and neo-liberalism, and on the other hand between early
structuralism, dependency, dependent development, and eventually world-system analysis.
Although considerable refinements are visible, the former group all internalise the problems
to the country concerned and share the neglect of a global capitalist structure. Further, they
are based on abstract models derived from western experience and they are all policy-oriented
in their perspective. In this way, this entire body of knowledge expresses a will to govern the
periphery and have clear prescriptions for how the societies are best transformed. In the latter
group critical perspectives on capitalism are collected. They have generally had less influence
over policy among western donors, given their critical stance on macro-scope issues, but have

had, on the other hand, a greater reception within the aid-receiving countries.

In the aid policy debate other critical perspectives have been forwarded. Thus for example
advocates of ‘participatory development’ have argued that the macro-economic focus has

neglected local capacities, and that local population and communities must be involved in the
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aid process. This has been a view particularly popular among NGOs. Again critique of
‘participatory development’ has included that local communities cannot affect large-scale
structures and they have little power to criticise external aid programmes, and so
‘participation’ just becomes an instrument for external agencies to implement their
programmes. Further, critiques have been raised that local communities are not homogeneous
and that internal power relations among the local community must be acknowledged before
empowering them. The latter has been a particularly popular critique among feminists.
Eventually ideas of participatory development have become effectively incorporated into the
neo-liberal paradigm, since it enables a focus on local ‘private’ agents in the aid process,
rather than on the state. A biopolitical ambition inherent in liberalism has, in this way,
achieved support from both advocates of market-liberal privatisation and from the radical left
including feminist organisations. They all share a concern to work on local ‘civil society’
whereas the role of the state in the receiving country has generally become reduced to that of
regulating and creating laws and law enforcement for the ‘civil’ and ‘liberal’ remoulding of
society. This merge is symptomatic of transition thinking and social reconstruction as

discussed in the introduction.

The overall thrust of rolling back the state and unleashing market forces had disastrous social
consequences, which were criticised by the United Nations and eventually recognised by the
World Bank itself in the second half of the 1990s."** The fact that the state indeed had a role
to play in the development process was gradually accepted, but it was to be highly
instrumental for the market, in terms of providing the necessities for the market to operate
smoothly, and in mitigating the social consequences for the most vulnerable part of the
population. Therefore the World Bank, during the late 1990s, moved from its strict focus on
conditionality and coercive structural adjustment programmes towards a focus on reducing
poverty, which was formulated in the so-called ‘comprehensive development framework’

(CDF)." The framework opens up to extensive regulatory interventions across many sectors

13 Joseph Stiglitz, the Chief Economist of the World Bank from 1997-2000, and former Chairman in the
Clinton-administrations *Council of Economic Advisors’ (1993-1997) has himsclf criticised the policy in articles
and books, for example Stiglitz, J (2002) “Globalization and its Discontents”, W. W. Norton & Company, New
York & London; Stiglitz, J (2003) “The Roaring Nineties: Why we’re paying the price for the greediest decade
in history”, Penguin Books, London.

136 pender, J (2002) “Empowering the Poorest? The World Bank and the Voices of the Poor” in Chandler, D (Ed)
(2002) “Rethinking Human Rights: Critical Approaches to Intemnational Relations”, Palgrave Macmillan, New
York: 97-114; But see also: Kanbur, R & L. Squire (2001) “The Evolution of Thinking about Poverty: Exploring
the Interactions” in Meier, G. M & J. E. Stiglitz (Eds) (2001) “Frontiers of Development Economics™ World
Bank & Oxford University Press, Washington & New York: and various articles in Gilbent, C. L & D. Vincs
(Eds) (2000) “The World Bank: Structure and Policies” Cambridge University Press: especially Chapter 3 by
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137 A theme within the

in society, which were previously ignored by structural adjustment.
new approach is that governments in aid-receiving countries shall formulate a ‘poverty
reduction strategy’ (PRSP), which shall provide a basis for loans. The new language
emphasised ‘country ownership’ and ‘partnership’ rather than conditionality. Coupled with
the new strategy the World Bank launched a project entitled ‘the voices of the poor’. The
whole approach has been extensively criticised for reformulating the concept of poverty, for
deemphasising the material aspects of underdevelopment and poverty by shifting focus to
poor peoples’ need for social and psychological support, and for its extensive interventionist
ambitions at the level of the household (especially in the name of ‘gender relations’).'*®
Poverty is increasingly seen as a psychological and existential experience and not as a
structural disadvantaged material position. A crucial trend through the 1990s, regardless of
whether the applicable term is ‘transition’, ‘development’, or ‘post-war reconstruction’ has
been an increased focus on human beings rather than on material growth, and an increased
ambition to intervene directly on the level of populations and transform societies as well as

peoples attitudes: that is bio-politics.

That the problem of security and war became incorporated into aid discourse in the 1990s has
already been discussed in the introduction.'® Prior to the 1990s issues of security were
typically located in the Cold War logic of inter-state conflict, but following the withdrawal of
bi-polar patronage links and the what we may call ‘completion’ of the reconfiguration of the
relationship between centre and periphery, the problem of internal conflict was given
increased attention. As Mark Duffield has analysed, conflict now essentially became
interpreted as stemming from internal development causes and this underpinned the
radicalisation of aid policy which now became committed to transforming societies as a
whole, including the attitudes and beliefs of its members.'*® This (global) bio-political
ambition gave an extended role to NGOs, which have become the tools through which to
penetrate into the aid-receiving societies. Projects to educate individuals in the aid receiving
society and to change their attitudes on various issues reflect this ambition. This is evident in
for example, ‘reconciliation projects’, where conflict is treated as a mental problem and a

question of attitude; ‘gender awareness training’, various ‘rights awareness’ programmes and

Ravi Kanbur and David Vines, chapter 6 by Francisco H. G. Ferreira and Louise C. Keely, and chapter 11 by
Raul Hopkins et al.

1" Cf. Pender, J (2002)

" Pender, J (2002): 103

1% Cf. Duffield. M (2001) en block.

10 Dufficld. M (2001): 17 and Ch. 2
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so on, where individuals are treated as in need of liberal education in order to become more

prone to liberal values and less to “particularistic’ values among other areas of interest.

The organisational and institutional structure of aid has thereby changed considerably. While
the expansion of development NGOs, for example, has been gradual starting from the 1960s
in donor countries and a little later in most aid receiving countries, there has been a
considerable proliferation and consolidation of their role in the aid process in the 1990s. Terje
Tvedt has analysed the expansion of the NGO sector in a number of countries and argued that
this was a result of deliberate state policies from the donors.'*! They now form an integrated
part of what Duffield calls ‘strategic complexes’ of global governance.'* Such *strategic
complexes’ involve donor governments, international organisations, military and security

units, private agencies and NGOs.

These networks of authority and governance, as opposed to hierarchical structures of
government, allow for considerable flexibility in the aid process. On the one hand the sub-
contracting and privatisation of aid implementation, which it reflects, allows for short-term
engagement and for cutting the link with an undesired implementing agency (something
which is not allowed within a hierarchical bureaucracy), and at the same time it allows for
penetration into areas of society without directly involving the governmental body. While it
raises fundamental problems for (democratic) representation and accountability, it is typically
cheaper than any long-term engagement of investing in building state institutions. In this way
aid policy has come to rely more on public-private networks, become more privatised and less

accountable, and more radical and bio-political.

The underlying rationale of biopolitics is that all states, or societies, move towards a common
goal of market liberalism and allow for global market liberalism to operate or at the very least
that no obstacles exist for this global vision (exclusion of people is not a problem as long as

they do not present themselves in the form of refugees, crime networks, terrorists). As such

11 Tyvedt, T (1998) “Angels of Mercy or Development Diplomats? - NGOs and Foreign Aid™; especially ch. 2.
NGOs certainly existed prior to the 1960s, such as for example missionary and ecumcnical organisations, but
expanded in the period 1963-1993 through deliberate state policics. Initially many development NGOs
functioned as service providers as a complement to the state. Following the ncoliberal trend in the 1980°s they
were promoted internationally by the ‘right’ as part of the new political agenda. but were also supported by the
{Jopulist left (p. 4 and chapter 2).

** Duffield. M (2001)
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biopolitics is embedded in the wider logic of geoeconomics.'® The opportunity for a truly
global ambition - geoeconomic and biopolitical - has opened up only after the fall of the
Soviet Union, real-socialism and bi-polarism. Consequently, the term ‘globalisation’ has often
been criticised for obscuring the political agency driving it, and for obscuring the power
relations within it, and many authors have preferred the terms ‘imperialism’ or ‘Empire’ as

more accurate analytical and descriptive concepts.'*

Concluding remarks

Social reconstruction in Kosovo constitutes a major European, and international, aid and
security project and has also been taken as a point of departure for constructing a more joint
and pro-active European policy than the previous decade of Balkan crisis had allowed. As
such the aim of regional integration and co-operation allied to reconstruction, as envisioned in
the ‘Stability Pact’, has often been emphasised as a kind of Marshall Plan for the Balkans.
The analogy calls to mind a metaphor evoking a grand effort, demanding long-term
involvement, regional co-operation and considerable investment. In this way the analogy is a
call for mobilisation. However, it can also help us to highlight the crucial differences, and
essentially emphasise the problem of current social reconstruction precisely because it has so
little in common with the Marshall Plan. Not only are the ideas that inform current social
reconstruction radically different from the Keynesian premises of reconstruction in Western
Europe, but also the post-Yugoslav social configuration at the turn of this century isin
considerable contrast to that of Western Europe following the Second World War, the whole
macro-system has changed. Historical parallels do not come without reservations because
never in history are two configurations the same and analogtes can therefore always be
criticised. Nevertheless it is from history that we must learn. By way of analogies it would
therefore be more relevant to draw upon the social and political effects arising from previous
historical experiences of creating a free market. The parallel with the protectionist counter-

movements of the 1930s is a good case in point, since the forms of redefining community,

143 As opposed to geopolitics, in the sensc it was formulated by Neil Smith, discussed above, and Smith, N
(2003) and (20035). Obviously, there was a mission to civilise “savages’ also in the highly geopolitical colonial
projects of the nincteenth century, but it was largely a Christian-based moral imperative and never for the direct
concern of the empire’s economy and political power, which at any rate was controlled territorially.

' For example: Hardt, M & A. Negri (2000); Petras, § & H. Veltmeyer (2001) “Globalization Unmasked:
Imperialism in the 21* Century” Fermwood Publishing. Zed Books, New York; Smith, N (2003): and especially
after the US invasion of Iraq, which has been analysed as a resort to geopolitics and classic colonialism: Harvey,
D (2003) “The New Imperialism™, Oxford University Press, Oxford: Smith, N (2005); Gregory, D (2004) “The
Colonial Present”, Blackwell Publishing.
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identity, authority and legitimacy, in the Balkans during and after the break-up of Yugoslavia
may be seen as a response to similar social and economic crisis conditions. A framework of
macro-global trends helps us identify the context of which Yugoslav and post-Yugoslav
societies are a part, in which certain opportunities and limitations are given, and within which

it has to create and negotiate policy choices as well as define itself.

The global framework including the changes which have occurred in it does not inform us,
however, about Aow local society has changed or about its character. 1t merely provides a
framework in which we can interpret the direction of change, and it provides the wider
context in which it takes place. We need to know how Yugoslavia moved towards
modernisation, which concrete problems it was confronted with and how they were
negotiated, which policy choices it took, how the governing of the political economy was
framed and how it was legitimised, how the national question was managed and articulated,
how social relations changed, and how it came to be an aid-receiver in the first place. This is
necessary in order to understand current social configurations and the character of the society
and economy, in which social reconstruction operates. We also need now to know how this

type of aid policy is operating in a concrete context like Kosovo and which problems it is

confronted with in that particular society. That will be the issue discussed in chapters 8 and 9.

But before that we must look at the particular trajectory of Kosovo, and Serbia and
Yugoslavia of which it has been a part, in order to understand what kind of institutions and
political economy it has developed, how the character of social relations have changed, and

essentially what kind of society it is. The following five chapters aim to do this.
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CHAPTER 3

SMALL NATIONS IN ONE STATE? - The Legacy of the First Yugoslavia and the

Partisan Revolution

The first Yugoslav state, created after the First World War, was a multiethnic state with great
regional economic and cultural differences, carved out of the disintegrating Habsburg and
Ottoman Empires, under the auspices of the Versailles Treaty and its conception of national
self-determination. Although ethno-plural in composition, the state was to a large extent an
attempt to incorporate the Southern Siavs (with the exception of the Bulgarians) in one
independent nation-state. However, it also came to incorporate large non-Slavic minorities,
such as Albanians, which were particularly concentrated in the province of Kosovo (as well as
in parts of Macedonia, Montenegro and Southern Serbia), which was also populated by a
Serbian minority, contained a rich heritage of medieval orthodox monasteries and Churches,
and was considered by the Serbs as the medieval cradle of their nation. The First Yugoslavia
was in a vulnerable international position throughout the inter-war years, both diplomatically
and economically, and the state was subjected to domestic as well as international challenges.
This chapter outlines in broad strokes the history of the first Yugoslav state, sketches the
political and economic tension points, and then moves on to briefly discuss the conception of
the national question, especially as it was perceived among the communists, within the
partisan movement and the Yugoslav communist party, which eventually came to power after
the Second World War,

Experiences with Imperial Rule, and the National Question before and in the First

Yugoslav state

Until the First World War the Yugoslav region and most of the Balkan Peninsula, was divided
between the Ottoman and Habsburg Empires. What today is Croatia, Slovenia, and Vojvodina
(northern Serbia), was part of the Habsburg Empire, while Macedonia and Kosovo were part
of the Ottoman Empire. Bosnia-Hercegovina was part of the Ottoman Empire until 1878 and
then annexed by Habsburg Austria (and formally incorporated in 1908), while Serbia proper
(core Serbia) was part of the Ottoman state until 1878, but had achieved some autonomy in

the nineteenth century, Montenegro was under the Ottomans before 1799. Over long periods,
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until the Napoleonic wars, much of the Croatian coast, such as Istria, the islands, and towns
like Zadar, Split, and Dubrovnik were under Venetian domination. 143 Moreover, the Habsburg
part was, from the second half of the nineteenth century, divided into different regions, with
Austrian influence in Slovenia and parts of Croatia (Istria and Dalmatia), and the rest of
Croatia under Hungarian influence. The Croatian coast was crucial for the Habsburgs in
providing access to the Mediterranean Sea and its trade routes. The Habsburg military border-
region (Krajina) stretching around Bosnia in a boomerang-shape and into northern Serbia was
a region with separate treatment. Between 1809 and 1813 the whole coast and large sections
of the hinterland up to the Dinaric mountains, as well as Slovenia, were incorporated into
Napoleon’s French Empire as an Illyrian province (the name taken from the ancient Roman
province ‘Illyria’). All in all this provides for a highly complex geographical pattern of

heritage from imperial rule in the Yugoslav region.

The areas under Habsburg control were generally subjected to capitalist economic relations to
a much higher degree than the areas under Ottoman rule, For this reason there was a higher
development of infrastructure and communications (roads, rail-roads, transports on rivers) in
the northern areas and along certain pockets with natural resources. The development of
infrastructure and communications paved the way for a higher level of capitalist penetration
during the second half of fhe nineteenth century, whereas in other less accessible areas, the
market and money economy remained of minor importance. In the northern and north-western
areas, under Habsburg control, and the areas along the communication routes, for example
along the Rivers Sava and Danube towards Belgrade in Serbia, agriculture underwent a
profound transformation through the exposure to capitalism and market principles, as well as
to a money-based economy and moved from a pastoral live-stock base to crop cultivation,
while other areas, especially in the south, east, and in the mountain areas, remained under
subsistence farming. '*® Generally, all the areas still under Ottoman domination were left
underdeveloped and with subsistence farming, while in the Habsburg areas only some
accessible regions had market-exposed farming. The Habsburg area was further governed by
different principles in the Military March (Vojna Krajina), the border region towards the

Ottoman state, allowing the peasants to cultivate land more freely in exchange for providing

14> Dubrovnik was an independent city-republic but under Venetian domination, whereas much of the coast was

directly under Venetian rule.

'8 For a classical and in many respects still unchallenged account of the economic history of nincteenth and
early twentieth century Yugoslavia see: Tomasevich. J (1955) “Peasants. Politics and Economic Change in
Yugoslavia” Stanford University Press. On the specific issue here, see pp. 160-202.
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147 This area was under direct military administration from Vienna.

soldiers to the Empire.
Generally, there were different types of feudalism in the Habsburg area, with a rough division
between the three areas of ‘civil Croatia’, ‘civil Slavonia’, and the Military March.'®® In the
latter, there were no serfs, but almost all of the male population were drafted as soldiers, and
here the preservation of the extended families, the Zadruga (with several nucleus families
sharing the same budget and usually the same house), which was promoted in order to more
easily support the loss or temporary absence of male family members persisted longer when

other areas of Croatia were subjected to capitalist principles.'*

In the non-Ottoman areas, foreign capital and economic exploitation was dominant in
infrastructure, mining, as well as industrial development and from the 1850s onwards there
was a break away from feudalism in much of the region and thereby a change in social
structure. The institution of the Zadruga, which was a dominant feature throughout the region,
Ottoman as well as Habsburg, started to disappear gradually, although it continued to exist
along with feudal-like relations in some backward areas well into the twentieth century.
Private ownership of land now became dominant, and was regulated through the introduction
of new laws, and agriculture became increasingly vulnerable to market relations and foreign
competition.'** The gradual exposure to the market, the introduction of a money-economy,
and the adjustment to cultivating one or two crops to be sold on the market as a supplement to
subsistence-farming, increased the need for peasants to obtain credits in order to buy tools, to
survive between harvests, or to make some form of investment in the farm."*! The depression

in agriculture from 1873 to 1890/95 had a heavy impact on the Yugoslav lands and in many

'*" In the Krajina, there was no landed aristocracy and the peasants were left to cultivate their land plots in
exchange for providing one soldier from a family with three male children, two soldicrs if the family had five
children, and so on. The family then provided for the soldier, who served actively for three years and then
became part of the reserve.,

'* Tomasevich, J (1955): Ch. 3

149 The history here is complex. Even ‘civil Croatia’ had different characteristics of feudalism, and all areas did
not have serfs. There was a division between “urbarial land’, which had serfs, and ‘alod land’, which was not
scttled with serfs. Slavonia in turn. had a completely separate land-tenure system and was ruled directly by
Hungary, before 1745 by a dual military~civilian administration and with the land distribution after 1745 the
medieval system of latifundia was re-established. Serfdom in Croatia was gencrally abolished in 1785, and there
was a gradual weakening of the feudal system, but the serfs did not come to own any land. With the introduction
of capitalist principles, trade, and money-economy, the Zadruga was generally weakened in most arcas, but there
were also laws regulating its abolishment, in 1889 and 1902, and in some areas it persisted much longer. The
Military March lost most of its rationale in the 1870s. especially after the Berlin Congress, when the Ottoman
state lost territory in the Balkans. There are several theorics for the gradual dissolution of the Zadruga, even
different definitions. See further Tomasevich, J (1955): Ch. 3 and 9; Cf. Bymes, R. F (Ed) (1976) “Communal
Families in the Balkans: The Zadruga, essavs by Philip E. Mosely and Essays in His Honor”, University of Notre
Dame Press, Notre Dame-London: various chapters.

150 Tomasevich, J (1955): Part 1, in passim

'3t Tomaevich, J (1955): Ch. 27 en bloc
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areas poverty was severe. The wider background to the agrarian crisis was colonisation of
new areas in America and Russia, which created greater competition for cash-crops in the
Balkans, and in Europe in general, through the export of cheap grain (barley). Generally, the
nature of imperial rule in the Habsburg Empire was more economically exploitative in the
capitalist sense, opening up new areas for mining and industrial production and thereby
bringing infrastructure, while the Ottoman state retained a more feudal character in its
exploitation and exercised tax collection but brought little industrial or infrastructural
development. The whole region was economically backward however, dominated by

agriculture with very weak industrial development and a low level of urbanisation.

The Ottoman state allowed for a fairly tolerant position towards religious pluralism and was,
since mediaeval times, organised along the millet-system, where groups, divided on the basis
of religion, were allowed a certain level of autonomy. The level of toleration diminished
considerably after the Tanzimat reforms from 1839 onwards though, when greater pressure as
well as taxation was levied upon the Christian millets.'*> Such increases in taxation were,
apart from the taxation of merchant traders, the only avenue for the feudal-style, non-
capitalist, Ottoman state to collect revenues for the military in a century of growing nationalist
ideas, but in effect it just increased resistance to the state in a vicious circle, especially in
Christian millets. The Albanian clans, or tribes, were divided between different millets. The
Ottoman state never had much penetration into the Albanian lands, espectally not in the
highlands, and the particular indigenous life-style and customs were preserved. The Ottoman
system of governing demanded a levy of taxes and that the local population provided soldiers,
but otherwise interfered little in local affairs. Muslims had privileges and many Albanian
clans converted on occasions, sometimes switching back and forth between Christianity and
Islam. The Porte utilised local clan leaders, and elders, as mediators between the Porte and the

clans (a person elected by the clan for this purpose was a boulim-bashi).'>

132 The reform period starting in 1839 and continuing until 1880 is often jointly labelled the ‘Tanzimat’; fora
classical account see Stavrianos, L. S (1958) “The Balkans since 1453”, Hurst & Company, London: especially
Pp. 315-316 and generally chapter 16 and 18. The background to the reforms was complex, but includes
competition from new producers of cotton and increasing pressure on the Ottoman Empire from western powers.
both economically and politically.

13 Compare Vickers. M (1995) “The Albanians: A Modemn History”, 1.B Tauris. London & New York: Ch. 1;
and generally on Ottoman rule and national movements: Karpat, K (1973) “An Inquiry Into the Social
Foundations of Nationalism in the Ottoman State: From Social Estates to Classes, From Millets to Nations™,
Research Monograph No. 39, Center of Intemational Studies, Woodrow Wilson School of Public and
International Affairs. Princeton University,
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Some specific characteristics of Albanian society have already been described in the
introduction. The traditional Albanian village consisted of the, often fortified, houses (ku//¢)
of the extended families, but had no public spaces. There were no cafés or inns, or public
buildings of any kind."** All matters relating to society, or social life, were discussed inside
the family houses, and the house was thereby of particular importance in Albanian cultural
life.'** Although there were towns and an urban population, Albanian society was
overwhelmingly rural, with the traditional structure and customs permeating all social life. In
contrast to the pattern in north-western Europe for example, there were no intermediary
associations or public spheres between the individual, or family, and the state, and hence
nothing resembling what has been called ‘civil society’ in the usage of eighteenth or
nineteenth century thinkers.'*® Indeed there was neither the social structure nor social
infrastructure or type of economy for such an analytical term as “civil society’ to be applied;
social life was shaped by the extended family (with its house), the clan and the village, and
there was no social organisation beyond the extended family apart from the clan. All legal
matters were strictly regulated in customary law (the Lék) and applied by the clans, or

mediated in meetings by the elders (kuvend).

The development of the national question and the struggle for statehood among the South

Slav peoples (as well as the Albanians) were formed from the different experiences within the
two empires. The struggles for independence and autonomy, within the Habsburg Empire or
from the Porte (Ottoman State), had lead in the nineteenth century to various unifying ideas of
statehood. Such ideas had largely been fostered among certain literate and educated elite
groups within the new urban centres of Belgrade, Zagreb and Sarajevo, as these towns
gradually grew more 'modern’ against the context of a fragmented and rural hinterland of
isolated and illiterate peasants. The very idea of creating a state among these nations had
received an impetus from abroad. During the French Napoleonic thrust into Venice and the
Habsburg Empire, the coastal regions of Dalmatia and Istria, as well as a Croatian and

Slovenian hintertand had come under French rule for a few years between 1806 and 1813.

134 Andersen. A (2002) “Transforming Ethnic Nationalism: the politics of ethno-nationalistic sentiments among
the elite in Kosovo™. thesis for the Cand. Polit. Degree in Social Anthropology, University of Oslo. Available at:
www aasmundandersen.net (entered 2 March 2005): 60

155 Ibld

156 As the term was used by for example Hegel, F (1991) “Elements of the Philosophy of Right” (Edited by Allen
W. Wood), Cambridge Texts in the History of Political Thought, Cambridge University Press; Ferguson, J
(1995) “An Essay on the History of Civil Society” (Edited by Fania Oz-Salzberger). Cambridge Texts in the
History of Political Thought, Cambridge University Press. See further the discussion in chapter 9.
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The French brought with them an idea of creating an Illyrian administrative region.””’ The
idea was eventually revived in the 1830s and 1840s among Croatian intellectuals. One of
them was the Serbo-Croatian / Croato-Serbian language reformer Ljudevit Gaj, who made
attempts to test the idea on the disposed Serbian king Milo§ Obrenovi¢ after the repression of
a Hungarian revolt in the Habsburg Monarchy in 1848, which had resulted in equal repression
of both Hungarians and Croats.'*® Thus, the Illyrian idea was the first idea of unifying
Southern Slavs (possibly including Bulgarians), who were perceived to share linguistic and
ethnic characteristics, into one state and thereby achieve independence from the great
Empires."*® There were however also other ideas of more narrow state building among the
Croats and the Serbs. The Serbs had been more successful, first achieving autonomy within

the Ottoman state in 1838 and then independence for a Kingdom of their own in 1878,

In Serbia the linguistic reformer Vuk Karadzi¢ (Gaj’s Serbian counterpart), who reformed the
§tokavian language based upon Hercegovina-Serbian dialects, suggested that all Stokavian-
speakers were really Serbs, regardless their religion. With the Serbs largely content with
building a Serbian state, and attempting to include other Serb-inhabited territories into it, the
Nlyrian or Yugoslav ideas were mainly fostered in Croatia. In the 1860s and 1870s it had been
taken up by the Catholic Bishop Josef Strossmayer who was a cofounder of the Academy of
Sciences and Arts in Zagreb and who sought to bring Serbs and Slovenes together with Croats
through linguistic unification and who aspired to a federal state creation similar to that of the
Habsburg Double Monarchy. Those ideas competed with more narrow nationalist ideas in
Croatia.

In the Austro-Hungarian Empire attempts were made to come to terms with the arising
nationalism after the introduction of the Double Monarchy. In 1868 some first steps were
taken for national rights for the peoples of Croatia, but it was the socialists or Austro-
Marxists, such as Otto Bauer, who first tried to develop a framework to deal with the issue.
Various programmes during the last fifty years of the Double Monarchy, such as the idea of
creating a federal state on Swiss principles along the Danube including ‘Iilyria’ (South Slavia)
or to overcome national aspirations through social reforms, all failed. In the industrialisation

process Austria eventually became defined in ‘Austro-German’ terms and in Hungary a

17 Cf: Lampe, John (1996) “Yugoslavia as History” Cambridge University Press

18 1 ampe, J (1996): 46

%% See also Rusinow, D (2003) “The Yugoslav Idea before Yugoslavia”, in Djoki¢. D (Ed) (2003)
“Yugoslavism: Histories of a Failed Idea, 1918-1992" Hurst & Company, London: 11-26.
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similar national trend prevailed. As outlined in the Introduction, the Croat and Slovene
‘markers’ for national identity within the Austro-Hungarian Empire were based on language.
The lllyrian idea had been fairly abstract at first, but won supporters among the Serbs in
Croatia during the second half of the nineteenth century and eventually also among Croats.
In Serbia itself the enthusiasm was overshadowed by dreams of annexing parts of Bosnia-

Hercegovina into the creation of a Greater Serbia.

The Albanians, on the other hand, had no aspirations to an Albanian state before the twentieth
century, but were quite content with remaining inside the Ottoman state.'*® Although there
may have been a growing Albanian identity, beyond the fis, especially in the nineteenth
century, there was not really any expression of Albanian nationalism. Several factors made
expressions of nationhood unlikely. There were disputes between clans, and the Albanians did
not share a single religion, but were divided between Islam, Orthodox Christianity and
Catholicism. The life-style between, for example, the Tosk in the south or in the coastal
trading ports, and the Gheg of the highlands was quite different. The focus here is on the
Gheg and the Ghegarian lands, since the vast majority of Albanians who eventually became
part of Yugoslavia were Ghegs. The Albanians did however demand autonomy within the
Ottoman state and wished to be unified in a single Vilayet, and on several occasions they
revolted against the Porte. Most of these revolts were fairly unorganised, but by the 1870s
there came increased demands for gathering all the Albanian lands into a single Vilayef and
millet. The Porte had in fact utilised the divisions, and the millet system, according to the

principle ‘divide and rule’.

Great Power rivalry contributed to Albanian-Serbian tensions in the region during the second
half of the nineteenth century. Austria was fiercely opposed to the creation of a Serbian state,
and to any Russian influence in the region, and it considered the promotion of an Albanian
national consciousness to be an important counter-weight to Slavic nationalism.'®' A series of
clashes between the Porte and rebelling Christian millets in the mid 1870s, including the
Serbian-Montenegrin rebellion in 1976, provided the pretext for Russia to declare war on the
Porte in 1877. Serbia and Montenegro soon joined in and Serbia managed to expand

southwards and drive Albanians deep into Kosovo, which aggravated relations between Serbs

1% For the Albanian aspirations and state creation see further: Jelavich, C and B (1977/1993) “The Establishment
of the Balkan National States, 1804-1920” University of Washington Press, Seattle and London: Chapter 14,
Vickers. M (1995); Stavrianos, L. 8§ (1958/2000): Ch. 27

' Vickers, M (1995): 28
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and Albanians.'®? Russia defeated the Porte and forced an agreement that would grant Serbia,
Montenegro and Romania independence, while creating a large Bulgarian puppet state. Some
Romanian provinces were annexed directly by Russia, but Montenegro was allowed to extend
its territories. However, this entire reshaping of the Balkan Peninsula concerned all the major
powers in Europe leading to the convention of the Berlin Conference of June-July 1878 in
order to modify the treaty and lay the foundations for the new map of Europe. Here, the
independence of Serbia was confirmed (as well that of Romania and Montenegro), but Austna
was permitted to occupy Bosnia-Hercegovina in order to block any aspirations for a greater
Serbian state.'®® Ethnically mixed territories with large Albanian populations, some

predominantly Albanian, were now incorporated into the Montenegrin and Serbian states.'s*

In response to these changes a series of protests arose among the Albanians, who objected to
Slavic annexation of Albanian-inhabited lands. In Kosovo, which remained under Ottoman
rule, several hundred Albanian clan leaders (including some from present-day Macedonia and
South Serbia) gathered in Prizren on 10 June 1878 to form the Prizren League. The League
organised an opposition movement to the Slavic territorial annexations and demanded that the
Albanian lands be united into a single administrative unit within the Ottoman state. The
Prizren League was not an all-Albanian nor even an all-Gheg movement though, since it did
not receive more than marginal support from central Albania. However, a form of national
movement had nevertheless started and regional branches of the League were formed in
various areas. The Porte rejected the demands for a single administrative unit and the League

was effectively defeated, but its ideological heritage survived among intellectuals.

By the early twentieth century the Yugoslav idea was most widespread among the
Habsburgian South Slavs and small parties increasingly challenged the existing political-
territorial borders, Hereby the tension between Serbia and Austria grew. With Austria’s
occupation of Bosnia in 1878 and especially after the formal annexation in 1908, Serbian
resistance grew in Bosnia along with ambitions to join the Serbian Kingdom. The Serbian-
Austrian conflict, which included a tariff conflict between 1906 and 1911, should of course be
considered in the wider context of great power rivalry in Europe at the time, especially the

Austro-Russian rivalry.

' Vickers, M (1995): 29

163 Serbia and Montenegro were geographically separated by a slice of Ottoman land, the Kosovo Vilayet, which
covered much of present-day Macedonia, Kosovo, and Sandzak up to Bosnia.

14 Montencgro, for example, received the town of Peé / Peja as well as northern Albanian territories.
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Meanwhile Italy had its own claims upon Ottoman territory, such as present-day Albania, and
in 1911 a war broke out, starting with an Italian attack on the Ottoman state in Libya. In
Albania a rising rebellion against the Porte was initially aided by Serbia and Montenegro, but
then, in 1912, Montenegro suddenly attacked Albanian territory, which was soon followed by
a Serbian expansion southwards into Kosovo and Macedonia. In the Balkan wars of 1912-
1913 the Albanians, although they had disputes of their own with the Porte, sided with the
Ottomans against the attacks from the Slavic neighbours and the coalition of Serbia,
Montenegro, Bulgaria, and Greece. In an attempt to settle Balkan territorial issues a
conference of ambassadors in London in 1912 drew out the borders for the creation of a future
Albanian state, In the new state, created in 1913, more than half of the Albanians ended up
outside its borders as Albanian-inhabited but ethnically mixed land, was granted to Serbia.
The Serbian expansion southwards into Kosovo and Macedonia in the Balkan Wars of 1912-
13 only furthered the Austrian claim to put an end to the Serbian obstacle. The spark for the
First World War came when a young Bosnian Serb student, Gavrilo Princip, assassinated the
Austrian Arch-Duke Franz Ferdinand in Sarajevo in 1914. Austria designed an ultimatum, to
which it would be impossible for Serbia to concede, and then used the rejection of it as an
excuse for military intervention. The Balkans was of course just a single theatre in the context

of a much wider drama of great-power rivalry that now came to its violent conclusion with the

First World War.
The First Yugoslav state: general problems of primarily domestic character

The first Yugoslavia was created on 1 December 1918 with the name ‘The Kingdom of the
Serbs, the Croats, and the Slovenes’ in an official proclamation by the Serbian crown prince
in Belgrade. It was carved out of the South Slavic parts of the crumbling Habsburg and
Ottoman Empires after these had been defeated in the Great War and a new order created. The
new state was a materialisation of the idea of ’self-determination’ and *democracy’ for all
nations, which in line with the discussion in chapter 2 was fostered by the American President

Woodrow Wilson and, as such, under the patronage of the Versailles Treaty.

The state was to a large extent created in reaction to external pressure and the international
conditions at the time. The Slovenes and Croats were pushed to ally themselves closely to

Serbia after the Habsburg monarchy had collapsed. Serbia, in its turn, was pressured by the
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Allies to agree to the creation of a Yugoslav state as soon as the war was over. In the
Yugoslav case, the founding principles of self-determination and freedom meant for the
peasants to freely own their land. Following this there were land reforms, which provided for
the redistribution of land. While in many areas this meant securing support from the peasants,
for example in the case of land from the aristocracy within the Habsburg empire being
delivered to local farmers, as in 1918, in other areas (such as Kosovo) it meant Serb
colonisation of Albanian land (although it especially aimed at breaking up feudal-style share-
cropping and to create more effective agriculture). Hence, land reforms, as such, became one
of the reasons for inter-ethnic tensions. The national dynamics were widely shaped by the
different regional historical experiences, not least in terms of economic structure and leve! of
development, which included agriculture, and which, as we shall return to below, created
different conceptions of the political economy and for economic policy. Throughout its short
lifespan, the state thereby became contested domestically, at the same time as it was

challenged internationally.

The first Yugoslavia was in many respects both an extension of the Serbian state and
effectively ruled by a small Belgrade-centred bourgeois elite.'®® It was ravished by national
conflicts in the shape of constitutional and political conflicts, and from 1921 was pseudo-
parliamentary and autocratic, and from 1929 a royal dictatorship. Its political and economic
life was enmeshed in nepotism and clientelism, corruption, and use or misuse of power for
personal enrichment and gain.'® Until 1934-1936 it pursued a political balancing act in the
post-Versailles European diplomatic order, but then, primarily for economic reasons, ended

up with a non-aggression pact with Germany, until the until the coup d’etat of 1941.

In the creation of the new state there existed a fairly widespread idea that all southem Slavs
were of the same nationality. This idea was rejected by the Government but eventually it was
recognised that Serbs, Croats, and Slovenes were three ‘tribes’ of the same nationality, which
was reflected in the name of the state, which until 1929 was ‘the Kingdom of Serbs, Croats
and Slovenes’. The Belgrade-centralised state was soon threatened by fragmentation among
the rival national groups however, and in an attempt to save it, the monarchical dictatorship,

installed in 1929, renamed it Yugoslavia with the official policy that only one nationality

165 Details of the level of control by a small Serbian elite is given in: Tomasevich, J (1955); 240-249; Stavrianos.
L. S. (1958/2000): 624-625.
1% For example: Tomasevich, J (1955); 240-49.
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‘Yugoslav’ existed. This idea was quite unsuccessful and was officially abandoned in 1939,
when the Croats were granted a large degree of autonomy. It was at this time after the re-
organisation of the state framework, that Serbian-Croatian relations were at their best and it

was largely a result of a threatening and hostile external environment.

The Muslim Slavs of Bosnia-Hercegovina, by contrast, were not considered a separate nation
at all. They were perceived as either Serbs or Croats, who had become Islamised during
Ottoman domination, or by others they were perceived as "Turks’ depending on political
viewpoint. Among the Muslims themselves there were strong feelings that they should be
considered and treated as a separate nation rather than as a religious community. Similarly,
the Macedonians were either considered as Serbs (in Serbia) or as Western Bulgarians (in
Bulgaria). The Macedonians themselves were divided, but there were strong segments within
the population with Bulgarian national sentiments, and relations towards the Serbs were
aggravated after Serb persecutions among inhabitants in Macedonia. The International
Macedonian Revolutionary Organisation (IMRO), which had aspired to autonomy for
Macedonia, lost its cause after the division of the territory between Serbia, Greece, and
Bulgaria following the Balkan Wars in 1912-13. Among the Montenegrins, the smallest
nation in Yugoslavia, there was also a distinct national identity, but here the connection with

the Serbs was the strongest.

The national conflicts in Yugoslavia were deeply intertwined with the different regional
economic conditions, structures, and experiences, inherited from the Imperial period. The
establishment of Yugoslavia in 1918 meant the creation of a completely new economic unit,
which had never before existed. The shaping of new borders brought customs and tolls where
there had previously been none, at the same time as they disappeared between areas where
they had previously existed. As has been analysed by Rudolf Bi¢ani¢, the creation of the new
economic unit meant that a number of tensions and imbalances, which were never really
solved, even in the second Yugoslavia, were bred into the new state from its birth.'®” The
regional differences implied different interests and conceptions for the economy. For those

areas for which the new creation meant an actual increase of the market (such as Serbia), the

16 The argument here largely follows the Croatian Lawyer and Economist Rudolf Bi¢ani¢, who was a member
of the Croatian Peasant Party during the inter-war period and opposed to King Aleksander’s rule, then deputy
dircctor of the National Bank in the Yugoslav government-in-exile during the Second World War, when he
eventually declared support for the Partisans in 1942, and then took up a position as Professor of Economy in the
Law Faculty at Zagreb University after the war: Bi€anié, R (1973) “Economic Policy in Yugoslavia™ Cambridge
University Press: Ch. 1
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tendency was towards centralist autocratic policies for safeguarding the new state, while for
those who found themselves in a much smaller market (such as Slovenia and parts of Croatia,
especially the north-west), the tendency was to advocate a federalist and liberal policy. The
most developed areas, and economic branches, had an interest in a more open economy, in
order to develop a niche, and to trade and compete on a wider international market, whereas
the underdeveloped areas were more interested in protectionist economic development. Such
interests were not just confined to manufacture and industry, which were poorly developed
anyway even in the northwest, but also applied directly to agriculture, because the dominance
of the latter sector meant that there was no industrial sector in the new domestic market to
absorb any agricultural surplus. The problem with uneven domestic regional economic
development and structure was further complicated by its connection to national demographic
divisions. The new state-market creation thereby incorporated two different conceptions of
economic development and moreover brought a division between a political power centre
(Belgrade) and an economic power centre (especially the Zagreb-area), where the former
employed non-economic means to counter-balance the most developed areas.'®® As we shall
se in chapter 4, these competing conceptions continued to exist in the second (socialist)

Yugoslavia created after the Second World War.

The agricultural-based economy changed structure in much of the new region during the war
years and the inter-war period.'” During the war years, women had taken over in cultivating
the fields as the men were fighting in the war, and along with the development of industry in
the new state there followed an early wave of countryside proletarisation. The great shortage
of agricultural products after the war in much of Europe increased the prices, which in turn
led to a corresponding rise in the price of land. This had an effect on the quality of production,
which fell, as well as on its character. The creation of new borders and customs reduced the
export of some products, such as Croatian wine, and the increasing pressure on domestic
agriculture in the new state contributed to the radical fall in income for agricultural workers.
Wages went down for other groups as well, both in industry and bureaucracy, but not to an
equal extent. At the same time the tax burden in the new state increased, one of the objectives
being to mobilise domestic capital. Under such economic pressure on both land and wages in
industry, people compensated incomes from one sector with those from another, thus

introducing the phenomenon of the peasant-worker; that is, a person taking an income both

' Bicani¢, R (1973): 20-21
'®? Following: Bidanié, R (1973) and, Tomasevich, J (1955).
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from industrial work and from cultivating land in order to survive or increase living standards.
Under these conditions, and as an effect of the land reform in 1918 when land from the
Habsburg aristocracy was distributed to the local agricultural workers, there followed an
increase in subsistence farming even in those agricultural areas that had been exposed to
market forces. The practice of subsistence farming was accompanied by the sale of one or two
products, such as wine or tobacco, on the market. Various land reforms were undertaken in
the 1920s and 1930s, with different effects. They resulted in increased productivity in most
areas, but reduced it in some (Dalmatia), and while they generally broke up sharecropping and
feudal structures, they contributed to inter-ethnic tensions in some areas, especially between
Serbs and Albanians and between Croats and Serbs.'” The reforms were however not

accompanied by any agricultural policy, or support, to back them up.

The peasants, who in many areas were dissatisfied, had become considerably mobilised in the
war years, and during the 1920s '™ and 1930s they became organised from earlier protest
movements into political parties. The organisation of the peasants was however dependant on
small groups of intellectuals in the urban areas, who took on the ‘peasant cause’. The peasants
were particularly well organised in Croatia with the Croatian Peasants Party (Hrvatska
Seljacka Stranka, or "HSS’), which was founded by Stjepan Radi¢ and his brother; it moved
in a nationalist and nationalist-romantic direction, and became the most important political

party in Croatia during the inter-war period.

The incorporation of peasants into political parties and mass-based politics did not mean
however that they generally achieved much influence in politics. Instead, the peasants could
be controlled by the state through coercive means and economic credits, with Serbia being the
region where the farmer’s dependence on credits from the state, or other lenders, was
particularly abused. Farmers’ debts, and dependence on credits, meant that they could be
directly manipulated for political purposes and credit could be traded for political loyalty.
Nicos Mouzelis has argued that two different forms of popular incorporation into political
participation prevailed in the Balkans, with a so-called ‘peasant populism’ in the north, and

with the transformation of clientelist networks, from traditional to bureaucratic clientelism, in

170 Tomasevich, J (1955); cf. Lampe, J (1996): 184-187 for economic devclopment and for the Serb-Croat

tensions in relation to land reform.
1" Tomasevich, J (1955): p. 248 and chapter 27 en bloc.
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the south (Greece).'” Peasant populism prevailed in Croatia, while Mouzeli’s argument for
Greece concerning clientelist incorporation can be partly extended to the southern parts of
Yugoslavia such as Serbia, Montenegro and Macedonia, where there was a mixture rather of
the two forms; the peasants were incorporated into party politics, but the actual parties were
either weak or represented other interests while controlling and manipulating groups of
peasants. In the whole region, the strong state and low level of industrialisation, and the lack
of any developed workers or trade union movement, which could develop an independent
power base, coupled with weak urban-rural links and a strong hostility of the village towards
the city (which represented political authority, creditors, and military conscription),
effectively prevented any counter-balance to political-bureaucratic elites. Further, the degree
of urbanisation was low and the urban middle class very small. Authoritarian and clientelist
tendencies could thereby be preserved, albeit transformed, and these general conditions
prevented the development of a ‘civil society’, as the term conventionally is conceptualised in
contemporary literature.'” Traian Stoianovich has suggested that a civil society’, understood
as a community with a ‘shared city’, as opposed to ancestry, and with networks of group
associations that are independent from, but try to affect, institutional power, did not develop
in this region, this is so because the city was so weak, the urbanisation level so low, and
because state power developed and was extended before capitalist relations and

industrialisation, as opposed to the case in western Europe.'™

The Belgrade-centred Yugoslav state pursued a policy of protectionist state-capitalism, which
favoured industry, but the domestic entrepreneurs and dealers were often acting as middlemen
for foreign companies and economic interests. All production in the first Yugoslavia was
linked to the world market and the economy was highly sensitive to external conditions. Most
of the export, around three quarters, consisted of agricultural products, while the bulk of
industrial products, up to 85 %, were imported. In the 1930s there was a general decrease in
agricultural prices and shrinking grain markets.!” With a growing gap in the prices between

agricultural and industrial products Yugoslavia started to experience a problem that it would

12 Mouzelis, N (1986) “Politics in the Semi-Periphery: Early Parliamentarism and Late Industrialisation in the
Balkans and Latin America”, MacMillan; Ch, 1-2

'3 In the sensc that Hegel made a distinction between family and state, and in the sense most conventionally
used by contemporary writers, where ‘civil society”’ is supposed to consist of indepcndent organizations
counterbalancing the state and mediating. articulating or filtering various group interests (for example trade
unions, sport associations, non-profit interest groups etc).

14 Stoianovich, T (1994) “Balkan Worlds: The First and Last Europe”, M. E Sharpe: pp. 291-292

173 Cf. Lampe, JR (1996): 179. Lampe discusses the Yugoslav strategy for overcoming the depression including
the promotion of Germany as a principal trading partner.




have even in the second (socialist) Yugoslavia, namely how to pay for imports with exports.
This problem continued throughout the second Yugoslavia, but after the 1960s the import-
export character changed and was no longer centred on agricultural versus industrial products.
In the 1930s the crisis arising from the import-export relationship, and the imbalance between
agricultural products and industrial products, developed into a banking crisis, which led
Yugoslavia into a debt crisis. The exposed position to foreign economic powers will be

elaborated further below.

Among the most disadvantaged ethnic groups in the essentially Slavic state, were the
Albanians.'™ The Albanian minority (concentrated in Kosovo and Macedonia) lived under
Serb domination throughout the period of the first Yugoslavia, and had no specifically
guaranteed minority or community rights.'”’” A Serbian view was that the Albanians,
especially since they sided with the Ottomans against Serbia in the Balkan wars, were national
competitors for the territory of Kosovo. The Serbian policy was deliberately targeted at either
assimilation of the Albanians into the Slavic state or expulsion. The attempts at assimilation
primarily included the incorporation of Albanian children into Serbian schools (with all
instruction through Serbian) and for this purpose Bosnian Muslim teachers were brought to
the province, but fearing that the only result might be to educate a potential resistance group,
the policy was changed.'”® Albanians were then allowed to attend Muslim, or so-called
‘Turkish’ schools, which were considered of lower quality, but the Albanians ended up
utilising them to run their own parallel education system, and tumed them into opposition
centres of what was considered nationalist or communist activity.!”” It should be noted that
schooling among the Albanians was far from general: only 2 % of the state high school

population were Albanians, while the level of illiteracy was around 90 %.'"

"6 I here refrain from discussing marginalized groups that may have been cven more disadvantaged. such as the
Romani (Gypsie).
1”7 On Serbian-Albanian relations during this period. as outlined here, see further Janjié, D (1994) “National
Identity, Movemcnt and Nationalism of Serbs and Albanians™, in Janji¢, D & S. Maligi (Eds) (1994) “Conflict or
Dialogue”, Open University, Subotica: 117-176; and: Shoup. P (1968) “Communism and the Yugoslav National
Question”, Columbia University Press.
1”8 Banac, I (1984) “The National Question in Yugoslavia: Origins. History, Politics™ Comell University Press:
299: cf. Poulton, H (2003) “Macedonians and Albanians as Yugoslavs™ in Djoki¢. D (Ed) (2003) “Yugoslavism:
Histories of a Failed Idea 1918-1992" Hurst & Company, London; 115-135 (Poulton refers to Banac on this
icular issue).
7 Following: Banac, 1 (1984): 299
1% Banac, 1 (1984): 299
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The entire territory of Kosovo was subjected to a policy of colonisation, which included
attempts to alter the demographic composition of the area, such as for example during the
land reforms of 1922-29, and again of 1933-38. The reforms were aimed both against the
inherited feudal and tribal social relations in Kosovo and against the Albanian population in
itself, systematically and effectively favouring Serbs and Montenegrins and allocating them
better quality land. Encouraged in such ways a large number of Albanians left for Turkey
during this period. The Albanian population thereby came to live under a state of repression in
the Slavic state, and the period started with violent raids and counter-raids between 1918 and
1920. An Albanian rebellion movement, the so called Ka¢ak-movement, opted for the
unification of Kosovo with Albania, which was supported by Italy, and posed particular
problems for the Serb-dominated state in the 1920s. Many Albanians considered the
movement to be an armed rebellion against the Kingdom, the State, and its colonisation
attempts, while for the Serbs it represented bands of robbers and criminals.'® The movement
was persecuted by the Yugoslav police, but its development was primarily prevented by
disputes over the future of Albanians among the Albanians themselves. The Albanian
Minister of the Interior, Ahmed Zogu, was an opponent of the Ka&ak-movement and in 1922
he started to disarm the Albanian tribes in the northern highlands of Albania and the border
area with Yugoslavia. When he later became Prime Minister, he entered into a secret
agreement with the government in Belgrade to get rid of the Ka&aks. After a short interruption
during the June revolution in Albania, he was reinstated in power in a new regime, which was
sponsored by Belgrade and he then set out to suppress the Albanian leaders in Kosovo, which
involved the assassination of the two leaders Zia Dibra and Bajram Curri.'®* The newly
created Albanian state was itself subjected to foreign interference, with Yugoslavia, on the
one hand, and Italy, on the other, supporting various clans considered suitable for their
respective state-interests. Apart from incidents with Albanian rebels in the south, the various
conflicts within the new Yugoslav state were primarily filtered politically through the

parliament, and often articulated as constitutional conflicts.
An outline of the state framework and its tensions

Formally, the state was a parliamentary democracy introduced in 1919 with universal suffrage

and parliamentary government. The Croatian hopes for a joint state were however almost

! Cf. Janji¢, D (1994): see footnote 216
'®* Miranda Vickers (1998) “Between Serb and Albanian: A History of Kosovo”: 99-102; Cf. Janji¢, D (1994)
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immediately overshadowed. The Croatian aspiration to the federal idea, derived from the
Habsburg experience, was not equally backed up by the Slovenes, or even Dalmatians, who
found immediate protection within the new state from Italian and Austrian claims upon their
territories. The Slovenes were geographically disconnected from Serbia and therefore had less
fear of Serbian domination.'® From the beginning the Croatian Peasant Party (HSS)'®*,

which had strong rural support in Croatia, became marginalised from the alliance between the
Serbian Radical Party and the more broadly popularly based Democratic Party (which had its
supporters among all ethnic groups).’® The Radical-Democratic alliance passed the
Constitution with a single majority in 1921, and the Croatian cause was weakened from the
start as the Croatian Peasant Party boycotted the parliament rather than trying to negotiate
some form of autonomy, which might have been possible.'*® Eventually the HSS ended their
boycott in 1924, but the parliamentary system operated under dismal conditions from the
beginning and soon collapsed. Apart from the state being dominated by a smal! fraction of the
Serbian elite, the parliament was heavily manipulated by the Crown (King Aleksander and
later Prince Paul).'®’ After a shoot-out in the parliament in 1928, the leader of the Croatian
Peasant Party, Stjepan Radi¢, died, and in 1929 King Aleksander abolished the parliament and
installed a royal dictatorship. In 1931 a new Constitution was passed which legalised the royal

powers, although some retreats from the authoritarian rule followed.

In Croatia this spurred on the development of the Usta¥a movement, which aspired to an
independent Croatian state, and eventually moved in a terrorist direction. Throughout the
1930s the Usta3a largely operated from outside Yugoslavia, in the Croatian diaspora, and
plotted against the royal dictatorship, but it was a Macedonian, with support from Italy and
Hungary as well as Ustasa, who assassinated King Aleksander, together with the French
Foreign Minister, in Marseilles on 9 October 1934. After his death, the regency continued to
rule under his cousin Prince Paul, since the successor King Peter 1I was still a child. In order
to counter the Ustasa’s claim for secession, the Croatian Peasants Party, now led by Vladko

Macek, managed to negotiate with Belgrade and achieve autonomy for Croatia in 1939. In the

183 Cf. Hoptner. J.B (1962) “Yugoslavia in Crisis 1934-1941” Columbia University Press: Ch 1

184 Hrvatska Seljatka Stranka (Croatian Peasants Party), led by Stjepan Radi¢ until his death in 1928, then by
Vladko Madcek

185 pavlowich. S. K (1988) " The improbable Survivor — Yugoslavia and its Problems 1918-1988 ™ Hurst &
Company, London: Ch 1

1% Hoptner, J. B (1962): p. 7; Pavlowich op.cit: p. 3

187 See further Pavlowich. S. K (1988): Ch 1; Pawlowich, S (1999) “A History of the Balkans 1804-1945",
Longman, London & New York: 274-282; Tomascvich, J (1955): p. 240 onwards. My characterisation of
political conflicts below to some extent builds on these sources.
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re-structured state, Croatia, which now included large parts of Bosnia as well as Dalmatia and
Dubrovnik, was guaranteed a large degree of self-rule including contro! of budgetary and
internal affairs, while the central government maintained foreign affairs and defence, foreign
trade, and communications. The 1939 agreement (Sporazum) was contested by many parties,
including the Communists and Democrats, and particularly the Serbian parties who
disapproved of the absence of guarantees given to the Serbian minority in Croatia. The
Muslims who came under Croattan administration were simply ignored in the formula. The
Sporazum was primarily an attempt to secure Serbian-Croatian relations, bring internal unity
and avoid potential Croatian agreements with fascist Italy or even Germany. While
Yugoslavia had opted for a neutral position in 1936 it was increasingly and reluctantly drawn
into a German sphere of influence. Yugoslavia’s position internationally, both in terms of
geopolitics and political economy were at least as problematic as any domestic disputes, and

in fact a prime reason for keeping the country together in the first place.
A Place in the Balkans and in the Word

If the domestic situation was poor right from the start with the main Croatian party initially
boycotting the parliament, the international position was no more ideal. The new state had
inherited a number of external troubles from the Habsburgs and at its borders it had Bulgarian
claims on Macedonia, shifting Albanian positions between Rome and Belgrade, a fascist Italy
with claims to Yugoslav territories, and an irredentist Hungary (with a large minority in
Vojvodina in Serbia. Its Slavic ‘brother’ Russia offered no support, as it was Communist
ruled and the Cominform considered the Yugoslav state to be the (bourgeois) result of
territorial expansion of one state on behalf of the crushed Empires. Yugoslavia was, as a
popular saying goes, *encircled by troubles’.'*® Moreover there was a growing German
challenge after 1933, with Hitler in power, and a Great Britain whose interests were
elsewhere. The only power supporting the Versailles-state borders was France. Yugoslavia
therefore relied to a great extent upon France in its foreign policy, as well as forming alliances
first in 1920-21 with Czechoslovakia and Romania (both with their own Habsburg legacy and
interest in preventing an irredentist Hungary from sabotaging the peace treaty), and eventually

from 1934 in a Balkan alliance with Greece and Turkey (and Romania) to fend off Bulgarian

'8 A word game which schoolchildren could use to learn the names of Yugoslavia’s geographical neighbours:
(Yugoslavia) je okruzena brigama” (Yugoslavia is encircled by troubles) with: B=Bulgaria, R=Rumania, I=Italy.
G=Greece, A=Albania, M=Magyarska (Hungary), and A=Austria.

96

Trm e e ——



claims. Foreign policy therefore was mainly concerned with securing Yugoslavia’s borders
and finding the alliances to support it. With the small nations (Czechoslovakia, Romania) it
was a strong advocate of the League of Nations, but could not rely exclusively on any

"collective security” principle and therefore needed the ties with France as well as the Balkan

alliance.
The Economically Dependent Yugoslavia

Yugoslavia’s diplomatic relations were however in poor compatibility with its foreign
economic relations and foreign trade.'® Most of its trade was with Germany, Austria and
Italy, and it grew increasingly dependent on Germany in the 1930s after the Great Depression.
The Depression hit Yugoslavia hard as a small agriculturally dominated country. The
agricultural crisis in the 1930s, the increasing gap between agricultural and industrial
products, and the export-import asymmetry it created has already been discussed above. With
the drop in prices in international trade, Yugoslavia also suffered a banking crisis, followed
by indebtedness at home and abroad.'” With three quarters of the Yugoslav population still in
agriculture and its exports being primarily agricultural and livestock products, its most
important supplements were timber, minerals, and the export of cement to the Italian market;
however, in the nineteenth century, industry and mining had been largely developed and
exploited directly by foreign companies and Yugoslavia was still heavily dependent on

foreign economic centres.

Some industrial development took place in the inter-war period and, although the sector
remained small, it was growing especially in the 1930s. The expansion was mainly in light
manufacturing in the northwest (Croatia, Slovenia) and mining and metallurgy in the south
(Bosnia-Hercegovina, Kosovo, Macedonia) and it was stimulated, or exploited, with foreign
capital, especially French, British and increasingly German. In spite of the nationalisation of
some industries and an import-substituted industrialisation strategy after 1929, foreign
companies retained control over the bulk of industry. The extent of this in 1939 was that more

than half of the metalworking industry, some 75-90 % of the mining, metal extracting and

189 Cf. for example Pavlowich 1988.
1% Hoptner, J.B (1962): 94
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chemical industries, and 25-50 % of the other industries were under the control of foreign

companies.'”!

The state did experience domestic growth, especially in the second half of the period, placing
Yugoslavia in the top section of economies in Eastern Europe, but the economy was
externally dependent and the incompatibility of Yugoslavia’s need for diplomatic friends and
her need for trading partners could not be bridged. While in the period 1926-30 Italy took
more than 25 % of Yugoslav exports, Austria around 19 % and Germany just above 10 %
(and Czechoslovakia just below 10 %), this changed in the period 1936-39 to Germany taking
close to 30 %, Austria just above 11 % and Italy just above 7 %."”2 The loss of the Italian
market came after the League of Nations decided on a selective boycott of Italy following the
Italian occupation of Ethiopia. The League of Nations decision had a considerable effect on
Yugoslavia. The increasing dependence on Germany was also notable in relation to imports,
which were in the same proportional range as for exports. Furthermore, the Germans bought
out French and American interests in Yugoslavia, such as mine-holdings and electricity
companies. By the second half of the 1930s, the Yugoslav economy was almost completely
dependent on Germany. It was not without reason that the Yugoslav communists considered
the Monarchy to have exposed Yugoslavia to a subordinate position and invited domination

and exploitation by foreign economic capital.

The reliance on Germany did bring some short-term gains, but it would increasingly become
an awkward partner in foreign policy. When Yugoslavia joined the tripartite-satellites in 1941
there followed a coup d’etat by the discontented Serbian officer corps who tried to save
Yugoslavia from internal unrest, but they had no time to develop their policies before the

German attack on 6 April.

1! Figures taken from: Schicrup, C-U (1990) “Migration, Socialism and the International Division of Labour:
The Yugoslavian expericnce™ Aldershot, Avebury: 38
12 All figures taken from table 11 in Hoptner, J.B (1962): 95
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Occupation and Revolution: the development of state and nation conceptions among the

Yugoslav Communists, their learning process in the Second World War and competing

state claims'”*

The most significant political forces in the inter-war period were the fairly nationally oriented
Serbian Radical Party, (with connections to the Orthodox Church), the equally national
Croatian Peasant Party, and the less regionally attached Democratic Party, which advocated a

centralist parliamentary system and land reforms. These forces operated under an

authoritarian monarch.,

The main contesters were eventually the fascist Ustasa (which grew out of the Croatian Party
of the Right, and which had strong relations to the Catholic Church) and the Communists. In
addition there were a number of liberals oriented to the Wilsonian ideal, but these could
mainly be found among intellectuals (especially at Belgrade university) and had little popular
connections. Since it was the Communist Party which eventually formed the core of the
partisan movement and re-created the state in the second Yugoslavia the rest of this chapter

will be devoted to them and especially to their conceptions of state and nation.

The Yugoslav Communist Party, which was founded in 1919 and outlawed two years later,
was deeply divided over the national question for long periods during its activities in the first

Yugoslavia.'”® The influences on their position came from the two sources of Bolshevism and

Austro-Marxism, eventually moving from the former towards the latter.

Like the Austro-Marxists, the early Bolsheviks conceptualised ‘nation’ and ‘nationalism’ as
typical historical constructions, with the nation perceived as a historically constituted
community of people.'”> The emphasis here was against any racial or tribal conception of
nation. The Marxists emphasised the modem element of ‘nation” and connected it particularly

to the rise of capitalism, although in the case of Stalinist Russia this practice changed

193 This section owes much to the following works (in more or less the same chronological order): Shoup. P
(1968) “Communism and the Yugoslav National Question™ Columbia University Press; Tomasevich, J (1975)
“War and Revolution in Yugoslavia 194145 — The Chetniks” Stanford University Press; and Denitch, B (1976)
“The Legitimation of a Revolution” Yale University Press.

194 Shoup, P (1968): Ch. 1
195 See: Stalin, J (1913/1936) “Marxism and the Nationalities Question™ Second Edition. London, Lawrence &

Wishhart Lid, London & Liverpool.
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fundamentally in the 1930s."*® But, while Austro-Marxist ideas were more practically
oriented towards solving the national question within the declining Austro-Hungarian empire,
the Bolshevik theory of nationalism, as formulated by Stalin upon Lenin’s request, was
developed partly in opposition to the Austro-Marxists and aspired to develop Russia’s
potential with the various national groups by promising self-determination. '’ It was only in
the multi-national empires that the Socialists were concerned with the problem of national
self-determination. The Balkans, however, were of little concern as the region was considered
backward and as lacking suitable conditions for a revolution anyway (revolution was to be

expected in and to be concentrated on the capitalist strongholds).

The central problem provoking disagreement within the Yugoslav Communist Party revolved
around the issue of how revolutionary aims should be achieved, but the constant tension in the
country over the national question also added to disputes. The various movements within
Serbia, Croatia, and Slovenia had taken different positions on the formation of Yugoslavia. In
Croatia and Slovenia the socialists had opted for federation and autonomy within the Austrian
state, and were suspicious of a Balkan federation. In Serbia, the socialists had wanted a
Balkan federation, but there was also strong support for the idea of firstly uniting Serb-
inhabited lands as a necessary step towards a coming revolution. When the first Yugoslavia
was formed the Serbian socialists quickly recognised it, since it incorporated all the Serb-
inhabited lands. The Serbian socialists gave little attention to the problem of how to regulate
the nation’s self-determination within the federation to which they aspired. This was in stark
contrast to the Austro-Marxists who had devoted much concemn to this particular issue, but
also in contrast to the Bolsheviks. The main focus for the Serbian socialists was instead the
economic advantages which a federation would bring about. The party would eventually come
to take a centralist position rejecting federalism as splitting loyalties among the workers along
national lines.’”® The Comintern held a different position; Stalin wanted a Soviet federal
model in the Balkans, and made attempts to strike deals with the nationalist movement IMRO
in Macedonia, as well as with the Croatian Peasants Party under Stjepan Radi¢. The position
of the Comintern was that, in a backward peasant-dominated region such as the Balkans,

national movements should be exploited in a revolution against the Colonialists, and that

19 In the 1930s there was a dramatic turn in the Soviet view of nations and a growing emphasis on the
“primordial” origins of a “nation”. See: Martin, T (1999) “Modermnization or Neo-Stalinism? - Ascribed
nationality and Soviet Primordialism” in Fitzpatrick, S (Ed) (1999) “Stalinism - New Directions” Routledge:
348-367

197 Cf. Shoup. P (1968): 14-15

1% The party was during its first decade also dominated by Serbian socialists.
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national support could be secured through the idea of a common revolution in which self-
determination could be promised to the various national groups (moreover, they saw the
Yugoslav state as a territorial extension of Serbia, created in the wake of the defeated Austria-
Hungary). These efforts proved to be a great failure for the Comintern however, and it was
evident that it had misinterpreted the interest of self-determination and over-estimated the
possibility of creating interest in a communist revolution among the peasants. At the end of
the 1920s a deep split over the national question developed between the Yugoslav Communist
Party and the Comintern. This created problems for the Yugoslav communists, and after the
dictatorship installed by King Alexander in 1929, their situation became acute. Communists

were persecuted throughout Yugoslavia, many fled the country, and the party collapsed.

In the first half of the 1930s the party was slowly revived with a new leadership more in
harmony with Moscow. In pursuing the idea of provoking an armed rebellion among the
peasants in Yugoslavia, and to break up the country, the Comintern made some attempts at
‘unholy alliances’ with the extreme national movements in Yugoslavia. Nothing came out of
these efforts though and after Hitler’s rise in Germany the Comintern abandoned its hostility
towards a Yugoslav state. In 1934 the Comintern had taken initiatives to create national
communist parties in Slovenia and Croatia. These efforts were re-enacted and fulfilled in
1937, but this time not as .a step towards breaking up the state but rather to help ensure a more
national image and support for the Communist Party. Meanwhile in Croatia the national
movement had gained momentum, largely as a response to the repression of the dictatorship
under King Alexander and the murder of Stjepan Radi¢. But at the same time the Communist
Party started to become truly Yugoslav. After the installment of Josip Broz Tito as the leader
of the Yugoslav Communist Party in 1937, the new party leadership included Slovenes,
Croats, as well as Serbs and cultivated a pro-Yugoslav line supported by the Comintern.'”
Susan Woodward has argued that this Slovene-Croat infusion in the leadership made the party
200

more committed to the idea of multi-nationalism and federalism from this early stage on.

The heritage of Austro-Marxism was now also more emphasised.

1% His real name was Josip Broz, while *Tito’ was the nickname always used.

0 Woodward. S (1995) “Socialist Uncmployment”™ Princeton University Press: See her anaysis of eatly pany
developments in Introduction (partly) and especially Ch. 2; Compare also Wachtel. A. Baruch (1998) “Making a
Nation, Breaking a Nation — Literature and Cuftural Politics in Yugoslavia™ Stanford University Press: 130.
Wachtel argucs that Tito and his followers were decided not to repeat the mistakes of the Monarchy with its
attempts to “Serbianize” Yugoslavia and therefore opted for some form of federalism (p. 130).
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After the German-Soviet agreement of 1939, the party initially opted for a neutral position
between the Western democracies and the Nazi-fascist alliance. The government in Belgrade
tried to occupy a position of balance to keep the country out of war, but its weak position
became ever clearer, first after the German blitzkrieg and occupation of France, then with
Mussolini’s intervention in Greece from 28 October 1940. The Italian setbacks in the southern
Balkans against the Greeks, and in northern Africa against the British, pushed Hitler into the
Balkans, with the aim of aiding his ally and preventing the British from advancing in Greece.
Yugoslavia occupied a precarious strategic position, both as supply route to the Mediterranean
and Africa, and for its proximity to the southern Russian front. The Yugoslav Government’s
determination to stay out of the war forced it to sign an agreement with the Germans. But this
was seen as treason by the Serbian officer corps (who still considered Germany their enemy
since the First World War) and also by a large part of the Serbian population. The putsch that
followed seemed to receive considerable popular support, but also brought the immediate
intervention by Hitler on 6 April 1941. The superior German military swept out the local

army in a few months. It divided the country roughly between German military administration
in Serbia and the eastern parts, Italian rule over Montenegro, Dalmatia, Istria, parts of
Slovenia, Kosovo and western Macedonia to the Italian-controlled Albanian state, while
Bulgaria took the remaining parts of Macedonia and Hungary parts of Vojvodina and northern
Serbia. The Usta$as received an enlarged Croatian state, the NDH-state (Nezavisna Driava
Hrvatska)®™', which they set about ethnically purifying. In Serbia hundreds of thousands of
Serbs, including most of the army, were deported by the Germans to prisoner of war camps. A
very small number of Serbian soldiers (a few dozen) escaped with Colonel Draza Mihailovié
to the mountain Ravna Gora and would eventually form the core of the Serbian Cetniks.?*
The number of those killed in the inter-ethnic struggle that eventually unfolded, between the
Ustasa and Cetniks, is disputed. Most accounts agree on a range of several hundred thousand
Serbs killed by the Ustasa (some accounts give the figure as close to one million) , and at least
tens of thousands of Croats killed in the later years of the war by revenging Cetniks (some
accounts claim one hundred thousand or more). In addition, there were certainly victims from
other ethnic groups. In any case a large part, perhaps the majority, of the victims of the war

were due to inter-ethnic violence within Yugoslavia itself.

! ‘Independent State of Croatia’
92 Compare for example John Lampe (1996): 200-201
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After Hitler’s attack on Yugoslavia, the partisan movement that developed under the
Communists would gather increasing support as a liberation platform from foreign
occupation. Factions continued, but increasingly the communist partisan movement was able
to provide a “Yugoslav” ideology promising both the liberation from foreign domination and
a formula for resolving the national question,; here, the struggle against foreign domination
was a common cause. The objective was not easily achieved though. Initially the partisan
movement, formed in the second half of 1941, had a poor recruitment base between the
royalist Cetniks in Serbia and the Ustasi in Croatia. These two movements attracted large
portions of the peasantry among their own national groups. Among the Muslim Slavs in
Bosnia-Hercegovina, many peasants sided with the Ustasi. The partisans sought an initial
operation base in Serbia proper, but were forced out by the Cetniks and had to move towards

the Sanzak area in the border region between Serbia, Bosnia and Montenegro.

In Croatia it was equally difficult to attract Croatian peasants, and initially a large part of the
recruited forces were Serbs from Croatia and Bosnia (largely Krajina Serbs who sought
protection from the the Ustasi).2®® The Partisans developed strategies for trust and
reconciliation between Croats, Serbs, and Bosnian Muslims.?** They sought to ensure that
villages which they entered were not looted, and avoided entering hostile villages unless it
was strategically necessary. Sometimes this failed, and there are several descriptions of
unscrupulous looting and, for example, partisan Serb harassment of Croats or Muslims, but
eventually, and especially after 1943, this gave way to a more consolidated ‘'multi-ethnic'
partisan force united against the occupation powers and bound together with an ideology of
'brotherhood and unity'. The communists ability to attract such support for the partisan
movement, in a situation so bitterly fragmented, ethnically-divided and so characterised by
mutual distrust as Yugoslavia had become during the first years of the war, owes a good deal
to the ideology that could be offered, together with the self-confidence of victory. Moreover,
the Yugoslav communists now had to take the question of peasant nationalism seriously, and
to build into their ideology a method for how to deal with the national question. In December

1942 the AVNOJ (Anti-Fascist Council of National Liberation of Yugoslavia) was founded

3 The Krajina (borderland) was the military border and buffer-zone between the Ottoman state and the
Habsburg lands and geographically largely follows the border between Croatia and Bosnia (the Krajina being on
the Croatian side), as well as continuing into Serbia. Krajina had a large population of Serbs before they were
expelled from Croatia in the ethnic cleansing during and after Operation “Storm™ in August 1995 (and “Flash” in
May 1995).

4 A systematic study of thesc strategies would be a very interesting study and provide useful analysis both for
the successes of Yugoslav state-building. as wcll as the strategies for reconciliation as such.
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and during its second council in November 1943, it issued a statement that Yugoslavia was to
be organised along federal principles.?®® This decision was confirmed by meetings in the
national councils. Up until 1942 the partisan movement had been scattered, with little and
ineffective control under the Communist Party, and the party had been primarily concerned
with consolidating ranks. After the foundation of the Councils the national question was more
seriously tackled. It was largely due to the anti-fascist councils that the Communist Party and
the partisans could win serious recognition among the people as a national liberation force.?%®
Certainly the chaos of the war brought many supporters to the ranks of the partisans, but many
were also attracted to the alternative movements, such as the Cetnik forces under Mihaijlovi¢,

or to the Ustasi.

The anti-fascist councils however came to provide a new political instrument for the partisans.
Through this structure the partisans managed to establish local ties with many regions and
secure considerable support among the local peasantry.?”” The strategy was different only
where the minority problem was particularly difficult and where the hostility to the idea of
Yugoslavia was the strongest. There were also strong national sentiments within the various
partisan ranks. It should be remembered that there were in fact several wars occurring in
paraliel (general resistance against the foreign occupiers, civil inter-ethnic struggles, and Serb
partisans against Serb éetﬁiks) and that the partisan movement during these first years
predominantly consisted of Serbs and was only joined by large numbers of Croats in 1943, To
this extent there was a good deal of nationalist sentiment and provincial patriotism within the
partisan ranks. But at the same time the partisans could plead with Muslims to join them in

defense of the more nationalist Serbian Cetniks.

Eventually the Communist Party managed to create a new leadership cadre by recruiting and
training local peasants who became strongly loyal to Tito and the unitary idea and thus
created a new locally rooted leadership in addition the older (and more national-regionalist)
one.”®® The ideology of the communists provided “secured” equality by promising the
elimination of “bourgeois” national exploitation of one nation by the other. As Paul Shoup

emphasises, in his by now classical work on the Yugoslav national question until 1966, the

U The decision is translated into English and reprinted in Trifunovska, S (Ed) (1994) “Yugoslavia Through
Documents From its creation to its dissolution™ Martinus Nijhoff Publishcrs. Dordrecht / Boston / London: 206~
207. This important decision was taken as the formal creation of the new statc.

% Shoup, P (1968) Ch. 3

207 Ibld

*® Shoup, P (1968): 91-92
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partisans did not so much offer a solution to the national question as offered a form of
cooperation.” Rather than insisting on a Yugoslav identity they asked people to accept,
tolerate and work together with Slavs of other nationalities. From 1943 onwards they gained
more and more supporters and also started to attract many Cetniks. The Cetniks engaged in
alliances and collaboration here and there, while the partisans fought relentlessly against
foreign invaders, and war-weary and disillusioned Cetniks laid down arms or went over in
greater numbers to join the partisans in the last two years of the war.?'® There has perhaps
never been a fully satisfactory interpretation of why the partisans were so succesful in
attracting support from local peasants with strong national affiliations. The peasants were
fighting for liberation from foreign powers and the partisans possessed strong credibility in
this cause. But exactly why and how they were able to provide this among the various
competitive groups remain partly unclear. In many places the peasants simply fought for their
locality. The element of the foreign occupation appears crucial in addition to the country-wide
organisational development anchored in local communities.”!! For the partisan question the
war was equally important in that it destroyed elements of competing forces, such as the

Cetnik bands, as it was in bringing the peasantry under partisan ranks.*"?

In the partisan years the Communist Party clearly went through a learning process,
moderating the pre-war policy, and would come to promise a new Yugoslavia in which all the
national groups (with some exceptions) would be constituent components.?'* The Cetnik
movement had a much narrower base for their idea of reviving the Serbian Kingdom. The
strength of the Cetniks was that they had a large component of professional officers, but this
was also partly a disadvantage in that they were less adaptable to guerilla warfare and,
moreover, the Cetniks failed to develop any political organisation to embrace the population
that supported them; until January 1944 they only had a small national committee.'* The
partisans on the other hand were learning fast and in addition had professional soldiers, many

of the leaders having combat-experience from the Spanish Civil War.?'* They developed a

* Shoup, P (1968): Ch. 3

1% Milazzo, M (1975) “The Chetnik Movement & Yugoslav Resistance™ Johns Hopkins University Press: 137-
39

“*! Skocpol. T (1979) “States and Social Revolutions: A Comparative Analysis of France. Russia and China”
Cambridge University Press; Skocpol. T (1994) “Social Revolutions in the Modern World” has argued the
gencral importance of the “foreign™ powers for other revolutions (France, Russia, China).

=12 Milazzo, M (1979): 184-187

*3 Exceptions were for example Albanians and Hungarians. The Bosnjaks or, Muslim Slavs, werc initially not
acknowledged as a constituting nation, but would become so successively.

“'* Tomasevich. J (1975): 192-93

3 Ibid
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strong organisational and material base in addition to being armed with a powerful ideology.
In the terror of inter-ethnic violence that followed under the Ustasja regime of Ante Paveli¢,
as well as the revenge acts of the royalist Cetniks towards the end of the war, this ideology
would provide the only source of legitimacy for a new Yugoslavia. Because considerable
autonomy was exercised by the various party-branches and their partisan organisation, the
partisan movement had an enormous flexibility at the same time as being locally rooted. It
had a dual fighting force of local-regional anchored guerilla bands, and the centrally
controlled brigades (the proletarian brigades) to engage enemy forces in strategic battles. The
Communist Party employed different ideologies in different regions. Susan Woodward has
shown how the Slovenian and Croatian party branches played strongly on nationalist
sentiments and how in Croatia it also adopted more liberal programmes or in the case of
Slovenia revived the self-governing traditions from the Theresian reforms of the Austrian
Empire.?'® Here, political self-government and local initiative was based on regional
economic self-sufficiency and thus autonomy in economic policy. Moreover, not dissimilar to
the regional conceptions for the economy as suggested by Rudolf Bic¢ani¢, and as discussed
above, Susan Woodward convincingly distinguishes two different concepts or economic
models, rooted in the different experiences and conditions that prevailed in Slovenia and the
Bosnia / Montenegro area respectively, that existed within the partisan leadership from the
beginning.?!” These, she argues, were brought into the Yugoslav state and fostered future

internal disputes of governance and political economy.

It must be emphasized that the partisan struggle, and the Communist Party’s ideology, was
characterised by the combination of revolution and national liberation. The South Slav lands
were both predominantly rural and peripheral in a European context, and its subordination to
foreign capital prompted the Communist Party to combine revolution with liberation from
foreign capitalist domination and subordination. Because of this, the international position
was always important, and the Communists had a nationalist dimension. The capitalist enemy
was pinpointed as the Royal dictatorship, which allowed, and cooperated with, foreign
exploitation. In this manner, national self-rule and national liberation were necessary partners
to, and prerequisites for, the class struggle, and the only means by which small nations in a
global capitalist (and European) periphery could achieve this was by uniting against the

common enemy. Dividing the small nations into nationalistic movements was an example of

?'® Woodward, S (1995): Ch. 2
4" Woodward, S (1995). We shall return to this in the next chapter.
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how foreign capitalists divide and rule in the market-making process of creating subordinated
spheres of influence and exploitation. The concept and slogan of ‘brotherhood and unity’

should be seen in this context.

As Bogdan Denitch has pointed out, another crucial feature of the Yugoslav revolution is that
the Communist Party managed to build up its own army.*'® When the new state was formed
the party and the army was one. In this sense the Yugoslav revolution shares an important
element with the Chinese revolution, where the Party also had their own amy, but differs
considerably from, for example, the Russian revolution where the Bolsheviks first had to
build up a strong base among other organisations within Russia, with the peasants, with
factory councils and so forth, and then so to speak caprure the state (which in Marxist theory

at the time was seen as the only vehicle for power) before they could build their own army.*"’

Moreover, Denitch suggests, because the Yugoslav communists, the partisans, had managed
to liberate the country from foreign domination and had the experience of guerilla warfare
based on support from the local peasantry they emerged out from the Second World War with
considerable confidence. Unlike the communist parties in Eastern Europe they did not need to
rely on a dominant Soviet Union.?”® Such confidence was coupled with the specific
experience of relying on decentralised decision-making, which was a necessity in the guerilla
war, and the party was in this sense more nationally anchored than its counterparts in Eastern
Europe.??! From the outset the Yugoslav form of real-socialism differed from that in Eastern
Europe. The communist parties elsewhere typically came into conflict with the peasantry over
nationalisation reforms and the organisation of society and economy. Because these countries
were predominantly agricultural and the majority of the population were peasants this meant
that they actually came into conflict with a large part of their own populations and their policy
therefore also came to adopt more repressive features.?? In Yugoslavia this was not the case.
The partisans had built a support base among the peasantry, and the Yugosiav communist
party came out of the Second World War with strong local support, which created another

source of self-confidence as well as different starting conditions for the party. Except for

*'® Denitch. B (1976): Ch. 3
prd B Ibid

*° Certainly we should not underestimate the role of the Red Army, although the Yugoslav version has always
becn that they liberated themselves. What is important though is that the Red Army was not present in
Yugoslavia after the Sccond World War, as it was in the rest of Eastern Europe.

= Denitch, B (1976) “The Legitimation of a Revolution”, Yale University Press: Ch. 3

*2 Ibid




some unsuccessful attempts until 1951, which were soon abandoned, there was no wide-scale
confiscation or nationalisation of land. In fact 85 per cent of the land remained in private
ownership by small- scale individual farmers (state-owned, and later self-managed, farms

were developed though and became highly productive).??

The self-sufficiency of the party, as well as the local support base, are two initial aspects in
which Yugoslav communism differs from the Soviet-controlled Eastern bloc. The idea of
socialism was also framed differently. As we shall see below, these differences would become
increasingly accentuated after the development of the Yugoslav form of real-socialism under
worker’s self-management. Bogdan Denitch has further pointed out that the war and
revolution in Yugoslavia, occurring in tandem, propelled a social transformation of Yugoslav
society.??* Because of the mobile nature of the partisan war much of the village communities
came to be trreversibly transformed. Social mobility had come about by the war, and a new
group of very young leaders emerged from the partisan ranks. The young officers and political
leaders of the partisans, as well as the partisan women, came to challenge the patriarchal
nature of society in the countryside and mountain villages. The war thus brought about a
transformation of society by uprooting the villages and countryside, which paved the way for
the social mobility eventually necessary for industrial society. After the war the institutions of
the first Yugoslavia were destroyed. The Army was new and belonged to the party. In many
respects, namely in institutional and ideological terms, the second Yugoslavia was a state
moulded from scratch, from the party and the army. Further, the second Yugoslavia was

created, and existed, in a profoundly reorganized geopolitical and global economic order.

Coupled with these noted elements of discontinuity between the second and the first
Yugoslavia, it should be emphasised that the institutions themselves, and the inherited
problems, also contained strong continuities. Apart from the obvious heritage of the national
question, the second Yugoslavia would find itself initially with its very existence as a state
questioned by foreign powers. Then, eventually accepted and externally legitimised it would
again come to balance itself between foreign powers and, in its attempts to industrialise and
modernise the country, become heavily dependent on global economic conditions and on
foreign capital in the development of its political economy. These were conditions that the

new regime, under the Communists, not only had to take account of, but actively would come

=3 See further chapter 4
#4 Denitch, B (1976): Ch. 3.
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to incorporate as an integral component in its policy for developing and transforming the

country, as will be discussed in the next two chapters.

It has been argued by George Schopflin, that Communism-Socialism was the only ideology
available for Yugoslavia after the Second World War, and that it would be either a
Communist Yugoslavia or no Yugoslavia at all.?*® The contention was that only the
Communist-led partisans could reconstruct the state (after the devastation and trauma of the
Second World War) because they could offer an ideclogy with a solution to the national
question and development independent from foreign domination. They offered a program of
development and an egalitarian future and a dynamic system with prestige linked to such
successes as those of the Soviet Union. In addition, the Communist partisans had led the
struggle against and liberation from foreign occupiers. These were all elements that no other
ideology or project could offer. This argument is quite powerful and the idea of the new state
was indeed heavily linked with the “revolution” and the Socialist project. It offered a promise
of a “brotherhood and unity” between nations that had combated against each other during the
war. To this I would propose adding that, given the political circumstances and constellations
after the Second World War, Yugoslavia also had to be of a particular kind of socialism,
independent from the Soviet Union, that it had to be non-aligned, and that it had to be federal.
This does not imply historical determinism but is simply a consideration of the options, or
opportunity-structure that was available at the time. It had to have its own form of socialism
because of the ‘socialist interpreters’ or leadership that existed in the Communist Party,
because of the strong commitment to independence (which was bound to conflict with the
objectives of Stalin), and because of the local popular alliances the communist leadership
build. These alliances were with the peasants, who had their own views on what kind of
society they wished to have.??® Gaining local support had been in competition with strong
opponents, such as the Croatian Peasants Party and nationalist ideologies. This multi-national
leadership cultivated ideas of socialism other than the “Stalinist form”, and it was the

leadership necessary to build support among the various nations. Certainly, this was at first

**3 This was presented in a synopsis at a conference of the “Europe and the Balkans"-network in Bologna, Italy,
February 1996,

6 Melissa Bokovoy has shown how the peasants brought in their own claims and negotiated with the
Communist partisans during the war, as well as after, and how the Communists thereby went through a learning
process during the war, See Bokovoy, M (1998) “Pecasants and Communists — Politics and Idecology in the
Yugoslav Countryside 1941-53" University of Pittsburgh Press: en bloc, but for the pantisan years sce Ch. 1, The
peasants, of coursc, wanted to maintain their land and were very hostile to any confiscation of property and
although this would be the case everywhere, they had a particularly strong influence and leverage in the

Yugoslav case.

109

Ly -
Pyt abeloly

et T A Y L I s T vy
S Lotp RSl lot Al

Ehmens

UL AL

PSPty

K S

N
s



restricted to Slavic nations, and the Germans living in Yugoslavia were largely expelled,
while the Albanians in Kosovo were incorporated into Serbia as an autonomous region, and
initially subdued, but it was nevertheless a qualitative move forward from the experience of

the first Yugoslavia.

Because of this, the ideas of multi-national federalism were brought into the new state from
its birth.2?” Moreover, the state probably had to be non-aligned due to the strong element of
national liberation, and national and economic independence, which was the objective and
emphasis of the Communists. The global order that emerged after the war, a capitalist bloc in
confrontation with a socialist bloc, and the Soviet Union under Stalin, made frictions with

both sides likely and non-alignment the most viable option.

The Yugoslav model of socialism and workers self-management was written into all the
Constitutions since 1953, and thereby the political idea of the second Yugoslavia expressed
discontinuity from the first Yugoslavia.?*® Anchoring self-management in the Constitution is
a crucial element since it links the state to a particular kind of political economy and political

project.

Another fundamental element born with the new state was that of multi-national federalism.
The second Yugoslavia was from the beginning defined as a federal state with six republics
(Slovenia, Croatia, Serbia, Bosnia, Montenegro, and Macedonia), five state-bearing nations:
Serbs, Croats, Slovenes, Montenegrins, and Macedonians (Bosnian Muslims were recognised
as a separate nation only in 1961), and a number of national minorities (such as the
Albanians).?® It was modelled after the USSR (largely copying the Soviet Constitution of
1936) and the various republics were seen as constituting ‘nation-states’ although this created
some paradoxes (for example in relation to people of one nationality within a republic other

than that encompassing its nation).**° The federal and the multi-national character of the

=7 See: Woodward. S (1995)

% The state was initially named the ‘Federal Peoples Republic of Yugoslavia® (Federativna Narodna Republika
Jugoslavija). but changed name in 1953 to the ‘Socialist Federal Republic of Yugoslavia’ (Socialistitka
Federativna Republika Jugoslavija).

** Eventually the terms favoured were ‘nations’ (state-constituent) and ‘nationalities’ (i.e. minorities). The term
‘nationalities’, was preferred as being less diminishing than the term ‘national minority’.

3% 1n this scnse a Croat living in Serbia was part of the Croatian nation and represented by the Croatian nation,
although he was also a part of the Serbian republic. It is noteworthy that the Serbs in Croatia received no
recognition as a minority. Generally little concern was given to the minority groups. such as the Albanians
(discussed further on in this chapter), but Kosovo and Vojvodina were constituted as autonomous within Serbia
(Kosovo was first an autonomous ’oblast’ or region. and later a "province’). There were negotiations on how the

110



Yugoslav state was an important part of its identity. The problem of legitimacy is in this
manner connected to the economy as well as to the political organisation of the ethno-plural
state. The heritage of national liberation, and thereby the independence and sovereignty of
these nations was a third dimension within the idea of the new state. Finally, but developed
later than the other, we have added the non-alignment doctrine and the specific position
Yugoslavia would come to hold between the two emerging blocs, making the foreign policy

an important element in the state’s identity.

Armed with such an arsenal of ideological artillery the Yugoslav Communists could divert
attention away from the national animosities towards a grand new project. Within the party
there was a division between the leaders truly believing in a Yugosiav nation and those who
emphasised the federal and multi-national framework, but this did not matter initially.
Moreover, with the leaders of the national parties being scattered and repressed thereby
leaving the national forces without ties to the people, the Communist leadership could embark

on the task of creating the multi-nationally constituted second Yugoslavia. 2

borders should be drawn between the republics and several villages were transferred or swapped well into the
1950s. The Bosnian Muslims received no status as a state-bearing nation. but neither did make they make any
particular claims for this in 1945. There were discussions within the party on how to deal with SandZak and
eventually it was decided that it should be divided between Monienegro and Serbia, apparently without any
serious disputes. The formula of dividing ‘nations’ and ‘republics’ carried some inherent paradoxes in relation to
representation.

3! With the scattering and repression of the leaders of the various national parties the possibility for national
mobilisation was neutralised, see further Shoup, P (1968) “Communism and the Yugoslav National Question™: p.
101 and entire chapter 3. For the dispersion of the Croatian Usta$a fascist movement and the build up of a
terrorist organisation sce for example: Clissold. Stephen (1979) “Croat separatism: Nationalism. Dissidence and
Terrorism”™ Conflict Studies No 3. January 1979, Institute for the study of conflict. London. It should be noted
that there were continuous guerilla bands operating in several mountain arcas after the war had finished. The
Albanian rcbels in Kosovo were eventually only neutralised with direct help from Albania proper, and in areas in
Bosnia and elsewhere there were small bands operating for several vears to come.
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CHAPTER 4

STATEHOOD BEYOND ETHNICITY? SOCIALISM, FEDERALISM, AND THE
NATIONAL QUESTION IN A DEVELOPMENTAL STATE

The Developmental State: Political Economy and Social Change in a peripheral Country
(1945-74)

Yugoslavia experienced two extremes of Socialist Economy during a period of less than fifty
years, with a gradual transition from one to the other. In the early years of its existence, it
experimented with a central planning system, with depressive economic results. During the
first five-year plan, which was introduced in 1947, industrial production, wages, living
standards, and personal consumption all declined and even fell below pre-war figures.>* The
planning bureaucracy was so overfilled with incomprehensible masses of reports that it was
unmanageable to interpret even by the sizeable administration that was build up when the new
state was created. There were insufficient statistics about the state of the economy or the
companies (the basic units in the economy), and the reports from enterprises were imprecise,
both of which would have been essential information for economic planning. In addition, the
orders from the planners were, while very rigid, equally obscure and eventually the whole
industry produced goods without any retationship to economic criteria. Boris Kidri¢, one of
the fathers of the impending self-management system, is noted to have said that the best
weapon Yugoslavia could use against the United States would be to send them two Yugoslav
planners who would ruin their economy.??® But the central planning system was developed
under the extreme conditions of post-war reconstruction. It was the necessary approach to

reconstruct the war-torn country (where great success was reached during the first eighteen

2 This is not simply attributed to war-damages. because reconstruction was successful to the degree of
reconstructing three quarters of war-damaged infrastructure by 1946, but the decline was recorded from the post-
war years. afier 1947 up until 1952 (that is, during the Five-year plan). Some have attributed the decline
primarily to the post-1948 loss of trade with. and aid from. the Soviet Union and Eastern bioc. but among the
Yugoslav leadership there was a growing concern that central-planning itsclf was largely responsible. For the
details and figures sec: Sire, L (1979) “The Yugoslav Economy under Self-Management™ MacMillan: Ch. 1 & 2;
Compare: Schrenk. M, C. Ardalan & N. A El-Tatawy (1979) “Yugoslavia: Self-management Socialism and the
Challenges of Development™ World Bank Report, Johns Hopkins University Press: Ch. 1. It may be intercsting
to note that the World Bank tcam report attnibuted greater responsibility to external factors. rather than simply

central planning, for the decline.
3 Boris Kidrié¢'s comment is taken from Siré. L (1979): p. 9. who refers to the memoirs of Vukmanovicés-

Tempo (“Revolucija koja tece” vol 2, Beograd 1971: p.150)
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months), free resources to bring it towards the socialist project, and thereby achieve economic
and national independence. Yugoslavia had suffered enormous structural damage during the
war and the foreign assistance it sought in the initial reconstruction efforts came only very
slowly. Initially the very external legitimacy of the new state was contested and viewed with
suspicion both in East and West. Real foreign aid only came after the autumn of 1949, and
instead Yugoslavia had to sign trade agreements with a number of European states in order to
import the goods needed for post-war recovery and industrialisation. The central drive was
therefore a forced attempt to revive the war-tom Yugoslavia, mobilise resources, and to

achieve national as well as economic independence.

Immediately after the war, all the banks - and finance caipital - were nationalised, soon
followed by the heavy industry (in 1946) and eventually by small industry (in 1948).* The
railroads were already owned by the state and many of the commercial firms had been
incorporated during the war-time economy, but a major problem was the collectivization of
peasant land. Although the Soviet Union was the only existing socialist model, the partisan
communists were well aware that there were specific conditions in Yugoslavia, which might
render the Soviet model less than perfect for implementation on Yugoslav soil. There were at
the outset disputes within the party leadership over economic strategy and particularly over
the issue of collectivization of the peasant land. Moreover, local, provincial, and peasant
resistance to the collectivization plans was considerable.”** The problem was that the
communists had forged an intimate alliance with the peasantry during the partisan war, had
indeed incorporated peasants into their ranks and the peasantry was a base of their legitimacy,
while the revolution, however, needed to draw resources from the peasantry into industry in
order to aid Yugoslav recovery after the war and transform it to a socialist society. The
agrarian policy therefore favoured a gradual transformation of the countryside. Rather than

the capitalist proletarisation of the country-side, or the Stalinist way of eliminating the kulaks,

2 For the details of this process see Bi¢ani¢, R (1973): Ch. 2

35 Melissa K. Bokovoy has provided an illuminating study of peasant resistance to collectivization in
Yugoslavia during the years immediately after the war. She treats the heterogencous peasant groups as active
partners and agents putting pressure on the Communist party and actively influencing their policics. Sometimes
the resistance took violent form. This study has opened up a new window in the resistance to and dyvnamics of
policy-making and it counter-balances the emphasis on urban class and/or “civil society”. However Bokovoy
also tends to the suggestion that this resistance undermined the legitimacy of the state-regime from the outset. If
this is indeed her contention I am unconvinced of the latter proposition, The modemisation process. and the high
degree of popular participation and decentralisation that the Yugoslav sysiem came to materialise, suggest a high
degree of legitimacy, re-negotiated in many phases, but highly capable of innovation and reform. Melissa K.
Bokovoy (1998) “Peasants and Communists — Politics and Ideology in the Yugoslav Countryside 1941-1953”
University of Pittsburgh Press
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the Yugoslav Communist Party embarked on their own specific path. Now, as Rudolf Bic¢ani¢
has stated, some property, including land, could simply be transferred from enemy
collaborators or from foreigners as retaliation, and some of it had a/ready been expropriated
by the enemy (for example Jewish property), but the problem was the large number of small
peasant land-holdings throughout the country.”® Much of the large scale land-holdings were
expropriated and private property on land was limited to 10 hectares (25 acres) with some
exceptions for mountain regions (at any rate this was what the majority of the peasants held).
About 80 % of the appropriated arable land was then distributed to some 70 000 peasants and
war veterans.?’ Private agriculture was thereby maintained while a parallel structure of
agricultural co-operatives were developed (including butcheries and the whole production
process around agriculture — farming and livestock). The dual strategy was to develop
cooperatives, as a middle way to collectivisation, which could be managed along industrial
principles with higher efficiency (such co-operatives, along with larger agricultural estates,
were maintained well into the 1960s and proved quite productive). The primary purpose was
to free labour for industry and voluntary brigades. Collectivisation attempts were also
undertaken, especially in 1949 when agricultural output was lower than industry and there
were concerns over food-supply, but they were met with strong resistance and eventually
abandoned after 1951. The strategy towards rich peasants, or kulaks, was to legally block free
trade and to force the whble sector into using state-social networks only. Basically all other
private property was nationalised around 1946 (with certain exceptions). It would remain
under central state control only for a few years though since the statist model of governing

was soon abandoned in favour of wide-range decentralisation.

The other extreme which Yugoslavia experienced was the pursuit of a self-management
system in a highly decentralised federation, which eventually made macro-economic policy
reforms quite impossible. Part of the difficulties with the Yugoslav economy, which seemed
to perform so well for more than a decade, lay in the inherent contradiction between the need,
on the one hand, for central authority to ensure macro-economic co-ordination (or planning)
and economic reform in order to integrate and adapt to global economic conditions, and, on
the other hand, the political decentralisation needed for regulating the national question.

Another problem was the great regional differences in economic structure and development

6 Bicani¢, R (1973): 23
37 Schrenk, M. C. Ardalan & N. A. El-Tatawy (1979): 16
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level, which also happened to extensively overlap with ethnic-national demographic

distribution.

The particular sensitivity to global economic conditions was a consequence of the strive for
national independence and the position Yugoslavia took in the uncertain bi-polar Cold War
that emerged between the Stalinist USSR and the capitalist West. From the 1950s onwards
this meant that Yugoslavia fostered a position as a non-aligned state between the emerging
blocks and favoured trade with both blocks. The non-alignment strategy of peaceful co-
existence eventually became its mission in international relations as new states emerged in
Africa and Asia in the wake of colonialism. As a part of its security policy it had to maintain
an independent military structure with the “one third” principle (1/3 of military imports from
the west, another from the east, and a third which had to be domestically produced). 1t also
had to keep national reserves of food and fuel supply in case of isolation. Since the strategy
from early on was to integrate into, and compete within, the world economy, the political
economy was constantly challenged to reform and adapt to those external conditions. The
Yugoslav conditions were, however, internally very asymmetrical, and this asymmetry was
build into the representation in the political structure of the federation, which also greatly
corresponded to national divisions. The question of the political economy, economic and
political organisation, and the national question (and with it the constitutional federal
organisation) are therefore intimately connected. Qver time the limitations of federal public
policy, as a mediator between global capital and local (sub-republican) and regional
development, and the needs and interests for development at the local level created political
strictures, which eventually fed back into economic conflicts over federal economic policy.
This development was gradual and before discussing it we should first look at the ideas,

strategy and achievements of the Yugoslav modemisation project.

With Self-Management to Economic Liberalisation

The conception of the national question — and the necessity of having a federal structure - had
clearly matured within the Yugoslav communists during the war, but the idea of a socialist
society and its means to modernisation and development were still heavily dominated by the

impact of the Soviet experience.”®® This was the only actually existing model for the

=¥ And outside the Soviet Union the reality of life under Stalin was little known, which enabled admiration to
also be expressed for the regime in America.
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'developmental state’ that referred to the idea of modernising a rural and backward society
along socialist premises. The “market syndicalism” that eventually developed was only a
gradual adaptation to Yugoslavia's particular conditions. The state was the only agent that
could provide the necessary conditions for forced development. At the same time the state
was seen as an important vehicle for governing the political economy in the west also. The
Keynesian approach was dominant in all the liberal democracies (even the U.S had had their
New Deal under Roosevelt), and it was generally understood that active involvement and

planning was a standard feature of a modern state.

The change that eventually came may be attributed to an internal and external double-crisis
which evolved over a few years. The main external crisis marking the period is typically in
the Soviet-Yugoslav conflict over the Informbureau (Cominform) and Tito’s break with Stalin
in 1948. Tito pursued his own foreign policy and opted for a Balkan federation with Bulgaria
and possibly Albania, and therefore from the outset there had been cleavages between Tito
and Stalin, but the Yugoslav leadership had still hoped for friendly relations and support
between “socialist” as well as “Slavic” friends. But Stalin could not accept any deviation from
Moscow’s and his personal authority, and the break was inevitable. In Albania, Enver Hoxha
decided to support Stalin, which also caused Yugo-Albanian relations to deteriorate. The
break has conventionally been understood as pushing the Yugoslav leadership towards a
political economic formula of their own, driving them away from Stalinist interpretations and
towards a re-interpretation of basic Marxist texts. Susan Woodward has instead suggested that
the emphasis on this break has hidden the Yugoslav communists’ commitment from the
beginning to avoid the Stalinist model.>* She has argued that rather than developing the
governance and political economy of self-management in response to this crisis, the isolated
position of Yugoslavia in the period 1947-50 forced the party leadership to the labour
mobilisation needed to increase the production necessary for export and defence.? In effect,
that the initial strategy, more similar to the Russian situation of the 1920s (and the ‘New
Economic Policy’) than to Stalinism, rather delayed the introduction of self-management
instead of accelerating it. This interpretation views the early years of central planning as a
short-term necessity to provide the means for an export-import programme needed for

industrialisation, rather than a Stalinist drive which eventually was abandoned.

2 Woodward, S (1995): Ch. 4
2% Ibid
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The traditional interpretation is, by contrast, that the architects of self-management, such as
Boris Kidri¢ and Edvard Kardelj (but also of course Milovan Djilas, and Josip Broz-Tito),
began to reinterpret basic Marxist texts during the early crisis after 1948. It posits, in
particular, that they now started more literally to embrace the idea of “factories to the
workers” and that the immediate producers themselves through associations should decide
upon production.**! The economic warfare between Yugoslavia and Soviet-controlled Eastern
Europe (resulting in cancellation of trade loans and interruptions in trade) that followed in the
wake of the Cominform-conflict thereby gave Yugoslav socialism a push in its own
direction.?*> Another suggestion has been that the whole “model” started through autonomous

local practice.”*

Regardless of the exact origins of the programme, the Yugoslav state was already during its
early consolidation phase in a sensitive international position, to which it had to adjust in
order to ensure its political, territorial, and economic independence. For a few years after the
break with Stalin, it found itself in a kind of communist “interdict”.2* The shaping of the
political economy, socialist but not in the socialist bloc, and its system of governance,
democratic socialism and federalism in a multi-national state, were in this manner extremely

sensitive to the global capitalist political economy and to western markets.?*’

The Yugoslavs developed their own socialist model, which deviated from the Soviet-style.
The latter, with its unrestricted state ownership and control, was rejected as a form of “state
capitalism”. The idea of workers’ self-management, as “the true workers democracy”, was
introduced during the first five-year plan in spring 1950, and would become a unique form of

real-socialism. There was no real historical precedent for this. The conception of giving the

2 According to Milovan Djilas it was he who first suggested the idea to Kardelj and Kidri¢, who were in favour,
but thought it should wait a few years until workers would be ready for such a reform. A few days later they
changed their mind and agreed it should be introduced immediately. See: Dyjilas, M (1969) “The Imperfect
Society” London: p.137, also mentioned in Siré, L (1979): 1-2

** However, it is reasonable to claim that the Yugoslav political leaders had already developed an understanding
of the problems with the economy during initial central planning as being a property of the central-planning
model itself, even before the Stalin-Tito break in 1948. In any case there was at the time an idealisation of the
Soviet Union. This ideal had to be destroyed. and the occasion was provided by Stalin himself in 1948.

* The Yugoslav (Croatian) Economics professor, Branko Horvat, has suggested that the self-management idca
developed very soon after the war and that it actually developed from below as an autonomous practice in the
Solin Commune outside Split in Dalmatia (personal communication).

4 The relations with the communist block eventually improved in the 1950s, especially after Nikita
Krushchev’s visit to Yugoslavia in 1953,

3 This is indecd the case for all states, but particularly so for small weak states. Yugoslavia was also
increasingly open to the global economy, and had a determined strategy to integrate in the global economy, and
its socialist economy was for this reason more sensitive to the "capitalist’ environment than for example those in
the Soviet bloc were.
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“factories to the workers” existed here and there in Marxist texts, but with no developed
political formula.>*® In Yugoslavia there were experiments with informal consultations with
workers in 1949 before it moved to formality and was written into law. It did not have much
practical meaning in the beginning though. The disastrous performance in the first five-year
plan continued into the first years of the 1950s (the 1947-plan was extended for a year to
cover also 1952). It was only from 1953 onwards that a rapid economic growth could be
recorded, but this growth was primarily measured in the heavy industry and had no immediate
effects on living standards. Internally this threatened to produce social unrest and eventually a
legitimacy crisis. The initial response to the problems had been to seek to keep a firm central
state control over the situation. In this manner the authoritarian form was preserved within
Yugoslavia even after the break with the Soviet Union and the criticism of state centralism
there. There was however the need to come up with a formula for economic revival, as well as
filling the theory with practice, and an internal pressure for change developed in tandem with

the external pressure.

The post-1948 criticism of the Soviet Union continued to intensify until Stalin's death in
1953. After 1953 there were attempts to re-establish Yugo-Soviet relations. Neither party
wished for the schism to continue and in 1955 Nikita Khrushchev made a formal apology
before Tito in Belgrade and acknowledged Soviet responsibility for the crisis. The détente
between the two parties would be further complicated by events in Hungary though.
Throughout eastern Europe Khrushchev’s wooing of Tito was met with optimism. If it was
possible for Yugoslavia to have a separate road to socialism then it might be possible also for
others. The Budapest rising in 1956 signalled this new optimism. Soviet interventions in
Hungary in 1956 made it impossible for Tito to normalise relations with the USSR. Popular
support in Yugoslavia was clearly on the Hungarian side. Khrushchev and Tito may have
underestimated each other, and without any party really wanting it, the schism had to continue
at least on a formal scale.>*” Yugoslav critique was continuously directed at the idea of central
party control which was perceived as a form of ‘state capitalism’. At the same time the
“Budapest-effect” cut both ways. If it was possible to start a ‘counter-revolution” in Hungary

then the same problem could appear in Yugoslavia. This period saw increased repression and

246 There had of course been experiments with factory councils and the like. such as for example the Turin
workers in 1920 (and elsewhere). but this was only a scctoral experiment and far from the socially more wide-

ranging concept of self-management.
247 Cf: Dennison Rusinow, The Yugoslav Experiment 1948-1974, Hurst & Company, London 1977: pp. 87-94;
Duncan Wilson. Tito’s Yugoslavia, Cambridge University Press 1979: Ch. 8
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arrests in Yugoslavia.?*®

The Yugoslav rethoric of “workers management” and criticism of
the Soviet Union was however in clear assymetry with the ‘etatism’ still existing in
Yugoslavia itself. There was also internal critique of what had become of the Yugoslav
Communist elite after the revolution. This was particularly voiced by Milovan Djilas, within
the very core of the party, from 1953 onwards. The Djilas-crisis developed during the second
half of 1953 and ended with his isolation from the party in early 1954, after he had openly

started to publish his criticism of the party policy.

If the idea of self-management had beeen formulated initially in ideological terms, there was
increased pressure to develop it in practice. The need for economic revival coupled with the
imbalance between the critique of Stalin and the centralism in Yugoslavia itself, created an
internal-external double pressure to reform the system and in order to consolidate the
legitimacy of the revolution there was a need for concrete results. Rudolf Biéani¢ has
suggested a division of Yugoslav soctalism into three periods, the first being one of
‘centralised planning’ from 1947-51, followed by ‘decentralised planning’ from 1952-64, and

then by ‘polycentric planning’ after 1965.%*

Others have added a period of “agreement
socialism” after 1974.%° In his model Bi¢anié suggests that there was internal reform pressure
to further decentralise, as a solution to problems with the planning in the preceding period.
Thus, for example, the problems with centralised planning were solved by decentralised and
indirect planning, which eventually proved to be just a disguised form of central planning, and
this, in turn, was removed through further decentralisation and liberalisation. According to
Bicanié, these periods have their respective forms of foreign trade policy, with a state-
monopoly during the first phase, a commercialisation during the second, and finally a direct
aim to integrate into the international division of labour and the global economy, in the third
phase.”! The initial purpose (1945-51) was protectionist, to create a barrier between the
domestic economy and the foreign markets, and to import the products necessary for
industrialisation. However, since Yugoslavia had to rely on the west, it needed hard currency,

which could only be obtained either through exports or credits, and therefore it had to produce

some exports. Yugoslavia ran a continuous trade deficit from 1945, for which it had to

% For the most severe state or class “encmies™ Yugoslavia had its own Gulag (or Sibiria) on the island Goli
Otok (The Naked Island) off the Croatian coast outside Senj.

* Bi¢anié, R (1973) “Economic Policy in Socialist Yugoslavia” Cambridge University Press.

* For example Liki¢-Brborié. B (2003) “Democratic Governance in the Transition from Yugoslav Sclf-
Management to a Market Economy: The Casc of the Slovenian Privatization Debates 1990-1992”, Uppsala
Studies in Economic History 69, Uppala. Note that Bi¢ani¢ wrote in 1973 and thus prior to this last period.
#! This follows Biéanié, R (1973): Ch. 8
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produce exports in order to balance, and, according to Bicanic, this problem was addressed by
introducing trade liberalisation, which in turn required currency liberalisation, both of which
would come in the 1960°s.7? Moreover, in order to industrialise the country and eventually
replace imports with domestic produced goods, a great number of foreign licences were
bought. Here the crucial problem is the same (of combining a socialist economy in a
developmental state with openness to global capitalism) regardless if one claims that the
actual reform direction was a deliberate strategy from the outset or that it was an adaptation to
new conditions. Woodward, as noted above, claims the former, while Bi¢ani¢ maintained the
latter. Nevertheless, the import-led industrialisation, growth, and development strategy as

such, was common in many developing countries until the end of the 1970s.

Initially the reforms progressed carefully. In the 1950s planning was decentralised in both
functional and spatial terms to the enterprises, municipalities and districts, with political
decisions and legal regulations on the republican as well as federal level. Prices were set by
administrative decisions, but were not centrally planned. A general investment fund (GIF),
which was to be managed by the republics, replaced the federal central planning in order to
invest in areas of strategic importance and transfer resources to underdeveloped regions. In
1956 a new system of planning with increased consultation and participation was introduced.
The Economic Plan of 1957-61 was successful, and all objectives were already fulfilled after
four years. The plan included a stronger emphasis on the consumer goods industry, which had
been lagging behind in the 1950s in favour of heavy industry and infrastructure. Although
there had been economic growth since 1953 (and in the second half of the 1950s it was
considerable) this had largely been created by heavy industry and therefore did not generate
results in terms of increased living standards. This was now tackled as a serious problem and
it was further assumed that investment in the consumer-goods industry would provide more
immediate results, which in turn could be taxed and re-channelled into heavy industry. There
were a number of growing concerns. It was not only the delay in translating growth into
increased living standards, which posed problems, because there had also developed
distortions within the economy. Particularly there was an imbalance between different sectors
in the economy, which prioritised the building up of a heavy industry and infrastructure. As a

result of this there followed increased inflation pressure.m Moreover, the balance of trade

*2 Ibid
3 The lesser priority on the consumer goods industry resulted in under-supply. Economists have emphasized for
example the manner in which industry was built up and connected to their localities, with non-competitive
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deficit had grown consistently and in 1961 showed an alarming trend. Foreign aid
increasingly came in the form of credits and loans, which eventually had to be repaid (rather
than pure aid), and adding to the above, the agricultural sector experienced bad harvests in
1960 and 1961.

A further drive to liberalise the system came in 1961 when three reforms were introduced: the
opening of the economy to world markets; a reorganisation of the financial system; and a
relaxed control of how wages were determined. These measures aimed at increasing the role
of the market but they also resulted in economic oscillations and ad hoc policy measures to
control inflation. A debate opened up over whether the best policy measures in the

circumstances would be further liberalisation or a return to increased control.

One of the consequences of the political and economic decentralisation was increased power
to local political-bureaucratic elites as well as managers. In this way regional differences and
interests had received another channel of articulation. The problem of internal uneven
development had not been altered despite a stronger emphasis on investment in the southemn
more backward republics and regions. The geographical economic problem of uneven
development had the additional problem of being connected, for pure demographic reasons, to
the national question.?** In Slovenia and Croatia, which were the most developed regions, the
tendency was to advocate liberal-reformist policies, with the claim that a central planning
which pulled resources from the rich to the poor was in fact punishing efficiency. There were
arguments that central planning may well be the best strategy in a “take-off” period, but that it
was increasingly ineffective as the economy developed. On the other hand, this “take-off” had
not yet occurred in the south. The dilemma was that the solutions of decentralisation provided

further impetus for political articulation of the existing problems, as well as new interest

industry placed in various districts being subsidized by the state in order to expand, whereas the /ocal districts
levied tax on consumer goods industry, which could not yet satisfy domestic demand. There was also wage-
pushed inflation in the wake of the relaxed state regulations in the 1950s. Low productivity in agriculture was
often a problem and, later, externally imported inflation emerged. On inflation in the 1950s, 1960s and 1970s
see: Bi¢ani¢, R (1973): 79-80, 103-107, 112, and in passim; Woodward, S (1995): 228, 275-76, 330, and in
passint; Schreck, M, C. Ardalan & N. A El-Tatawy (1979) in passim.

=4 The accelerated decentralisation from 1963 omwards and the increasing inter-republican / national cleavages
within the LCY and at Federal level have been analysed by Sabrina Ramet on the lines of an international
balance of power system of republican struggle within the federal framework. While the application of such a
model is done in an ingenious way, and it has increasing relevance after 1974 and especially after 1980, I find
the analysis too static (the model is a static framework of solid units in shifling alliances). Extending the
temporal scope adds a dimension to how the national problem, although it certainly always existed. has been
configured in different ways and been articulated by different groups with different objectives. Ramet’s analysis
can be found in Ramet, S (1992/1984) “Nationalism and Federalism in Yugoslavia 1962-1991” Indiana
University Press
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groups who were pushing for further decentralisation. The strongest basis for this became the
newly empowered political-bureaucratic elite at the republican and local levels. In opposition
to the reform were the officials in the central planning system, as well as enterprise managers
who saw a threat to their personal fiefdoms. In the less developed regions the question was
raised, whether they could afford the liberalisation and the accompanying lack of central

investment it would bring for their regions.

Throughout the 1960s there was a continuous debate and political struggle over the political
economy and connected organisational matters. Conventionally the various stands have been
called reformers — or liberals - and conservatives, but Susan Woodward suggests that the
conflict is better portrayed as that between opposing economic institutions and policies
intended to facilitate micro-economic adjustments to a change in international conditions.?**
She operates with two models of political economy, which were represented by different
interest groups since the very foundation of Yugoslavia, as mentioned in the previous chapter.
These models, called the “Slovenia model” and the “Foga” model, from their origin in the
partisan war, are according to her a better binary couple for understanding the struggle, rather
than “liberal” and “conservative”, which have the burden of heavy connotations from western
political thought. Following Woodward the “Slovenia model” constituted a more “liberal”
approach to economic growth within a socialist economy, focusing on manufacturing and
processing firms for export markets, emphasising price competition and commercial
orientation with its pressures for technological modemisation.?*® This included a more
flexible employment policy in response to market demand. The “Foca™ model, in Woodward's
analysis, represented a more developmental approach focusing on production of raw material,
energy, infrastructure, producers goods, food for domestic consumption as well as export, and
emphasised quantity increases that depended more on steady work, labour discipline and
skills adapted to production.** It should be noted that both models are versions of socialist
self-management, deriving from and adapted to different local/regional conditions within the
unevenly developed Yugoslavia. As such they serve as analytical ideal types for the opposing

political and regional interests, which to a great extent can be derived from economic

> Woodward. S (1995): 237-238
256 Woodward. S (1995): 263-265 and in passim
7 Woodward. S (1995). This is by necessity a rather crude summary of Woodward's analysis on socialist

unemployment in Yugoslavia. Woodward has a solid case based on many years of research and her incorporation
of the intcrmational political economy in the analysis of Yugoslav development provides for a better
understanding than most other studies. She also works along different chronological parameters than the typical
oncs (that is, the Reform of 1965 and the Constitution of 1974). In looking at the dynamics between nationhood
and statchood I have nevertheless chosen to use the breaking points of the 1960s and 1970s.
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structure and level of development.?® However, the dividing lines did not just concern forms
of political economy, but went to the very core of the Yugo-style interpretation of the Marxist
theory of the state, which in turn was directly connected to the national question.*® Here, for
one faction, the specificity of socialist Yugoslavia was defined in contrast to the centralism of
the first Yugoslavia, as well as to the Soviet Union, which meant that Yugoslavia had to be
decentralised, properly federalised, and essentially move towards a withering away of the
state as such, which allowed only for a federal umbrella framework for the constituent
nations, whereas another faction saw the state — and ‘brotherhood and unity' - as a framework
for a universal South Slavism.?*® We shall, in the coming two sections, return to these
divisions and their implications for the political and national dynamics, but for the moment

concentrate on the reforms in relation to, and their meaning within, political economy.

Tito’s own position was initially in favour of the developmental model (“conservative” or
Foc¢a) and maintaining central control. The debate was not merely between so-called
“reformers” and “conservatives”, as there were different advocates among the reformers as
well. Some opted for increased liberalisation so that companies could make their own
decision based upon the market, while others opted for decentralisation in the sense of
keeping planning at the local or regional level, but just not on a central level. Such
polarisation would continue throughout the 1960s and, in fact, came to be slowly built into the

system for the coming decades.

The economic debate of 1962-63 became the central political question in Yugoslavia at the
time. In tandem with it, another debate followed over preparing a new Federal Constitution.
As the various interest groups, still confined within the party, re-negotiated the development
of the Yugoslav project, the trouble signs within the economy indicated that some type of
measures had to be taken. Moving on to self-management in practice required a series of
measures. The foundation for this was laid in the early 1960s, and the Constitution of 1963
was to some extent a turning point for democratic development in Yugoslavia. The

Constitution re-organised the Federal Assembly (formerly Federal People’s Assembly) so that

%8 Certainly ‘economic structure” and ‘level of development” greatly coincided in Yugoslavia so the heavy
industry and mining regions were less developed. However such coalescence does not go without saying; an
economic structure dominated by mining and heavy industry could have a higher level of development than one
based on for example license-produced technology or consumer goods industry.
9 Jovié, D (2003) “Yugoslavism and Yugoslav Communism: From Tito to Kardelj” in Djoki¢, D (Ed) (2003)
;Xugoslavism: Histories of a Failed Idea, 1918-1992”, Hurst & Company, London.

Ibid
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it now had a Federal Chamber of 120 deputies from territorial constituencies. Within it there
was still a Chamber of Nationalities with 10 representatives from each republic and five
representatives from the autonomous provinces. There were four other special chambers
(economy, culture and education, welfare, and organisational policy), which were to co-
operate with the federal chamber. Moreover Yugoslavia received a Constitutional Court,
which was given the authority to decide whether republican legislation was in compliance
with the Constitution. With the re-organisation of Government came a new impetus for

political life in Yugoslavia and a new openness towards the public in the debates.

Tito himself moved towards favouring more liberal reform in the period 1963-64, and in 1964
a number of economic measures were taken to prepare the ground for them. In addition the
general investment fund (GIF) was abolished and companies had to rely more on their own
investment. In his speeches Tito also started to link opposition to reform with party discipline
and with nationalism, the latter essentially being a bourgeois phenomenon according to
Marxist doctrine.”! He also lectured on tendencies towards cultural nationalism and
empbhasized ‘historiography’ as a problem asserting that teaching in the subject of history had

been insufficiently developed to promote reconciliation between republican interests.**?

Further liberalisation reforms came during 1964-65 (usually referred to as the 1965 Reform or
just “the Reform”). Now many of the Federal Government’s responsibilities were transferred
to the republics. Resource allocation and mobilisation were transferred to enterprises and
banks, and the banks especially would have great power to decide over investment henceforth.
Enterprises received greater autonomy, including with regard to their role in price formation
and finally, exchange rates were unified and imports were liberalised in order to integrate into
the international division of labour. In place of the abolished general investment fund came a
federal fund for accelerating the development of underdeveloped republics and the province

of Kosovo,?*?

! An extensive account on these debates is Rusinow, D (1977): Ch. 4

*** Wilson. D (1979): 153

53 The “Federal Fund for Accelcrated Development of the Underdeveloped Republics and the province of
Kosovo” was an inter-republic transfer system of resources towards under-developed and poorer areas within
Yugoslavia (that is, from the north to the south). It was created to counter the uncven development within
Yugoslavia. Each federal unit was to allot 1.85 % of the Social Product to the Fund. which allocated resources
for investment in Bosnia, Kosovo, Macedonia, and Montenegro. As such it was also always the target for
complaints. Croats and Slovenes complained over paying too much (and that it was ineffective. constituted
charity rather than investment an so on) and Macedonians, Bosnians, Montencgrins and Kosovars, for receiving
too litde (while their national resources were pulled into the industry in the north below market prices) and Serbs
complaincd over payving anything at all, since statistics indicated that they actually ought to receive.
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The incentive behind these measures was to decrease the role of the state as well as to de-
centralise. The reforms were then amended to the Constitution during 1967-68. The 1963
Constitution had itself moved Yugoslavia towards a new political balance. On the basis of a
theory of double sovereignty of working people and nations, the reforms introduced personal

rotation for all effective functions except the Presidency.

The objective of worker’s self-management was to decentralise decision making to the
smallest possible units. Within the social sphere this unit was the commune and within the
economic sector it was a working unit or production unit within a company or enterprise
(originally it was just the enterprise, but eventually this was subdivided into the smallest
accountable working unit). The decentralisation to the commune was an important
constitutional arrangement to break up the power of the republics so that the federal balance
should not only consist of inter-republican power politics (although the latter eventually
became a dominant feature). In this manner, decentralisation “by-passed” the republican level
and the focus was on the “autonomous” local community. Moreover, the state could
eventually be reduced to a minimum so that resources were not drawn from production and
growth. If the state provided the macro-economic conditions, the general framework, and of
course central functions such as defence and foreign policy, then local institutions in society
could be governed directly and democratically by those who were affected by them. This
would be both effective and democratic. With this aim a new local administrative unit, the
opstina, was introduced in various republics at various times during the late 1950s and the
1960s (1959 in Kosovo), replacing the earlier existing districts.”** The ‘opitina’ was a
municipality-type, which was larger than the earlier districts, and which incorporated
agricultural surrounding land into various administrative urban centres, with the idea that they
should be able to function as self-sufficient socio-economic units.?®’ It is essential to
acknowledge that self-management became a wholly developed conception of socialism and
not merely an organisational matter for decentralised economy. It contained its own ideas of

the state, of representation, of property, and consequently of justice (in many respects

' Hardten, E (1997) “ Administrative Units and Municipal Reforms in Kosovo 1959-92” in Duijzings, G et al
{Ed) (1997) “Kosovo-Kosova: Confrontation or Coexistence” Peace Research Centre, University of Nijmegen:
158-170. The opstina replaced the earlier district srez, and was introduced in Montenegro in 1957, in Kosovo in
1959, but not until 1966 in Serbia and many other parts of Yugoslavia.

%5 Hardten, E (1997): 159
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different from Roman-based conceptions of law).?* From this perspective both capitalism
and central-planned communism (étatism) were class-producing orders (bourgeois class
relations in the capitalist order, étatist and bureaucratised ‘apparatchik’-class relations in the
central-planning order), while self-management was based on egalitarianism.?’ A brief
description of self-management as a system must capture it at some instance in space and
time, since it developed gradually and its explicit policy also claimed that it had tobe in a
process of constant change and development. Before 1971 the workers elected a working |
council to represent them in the enterprise. As it was practiced after 1971 the companies were |
divided into sub-units, and members of the working units, so called “basic organisation of

associated labour” (OOUR)*®, elected representatives for the company level. The company

thus, in turn, would have a council of representatives. Thus, the decision-makers would come
from relatively small and supposedly homogenous units. From 1971 onwards, came a further
development creating conglomerates of companies or enterprises within the same branch or

similar branches, so-called “composed organisations of associated labour” (SOUR).** There
would be a delegation elected for each level up in the whole system all the way to the federal
government. The ideal was that those who represented the people should come from a similar

socio-economic background and environment, providing a system of bottom-up

representation, hence of equality. The system came to be developed most fully within the
economic sphere but the same principle applied to the communes and to the social sector

including institutions such as schools and universities.

Within self-management, the workers of a particular company had a limited influence on the
organisation of work. Originally the space was limited within the directives that came

centrally from Belgrade, but after the market reforms in 1965 it gained some momentum. The

market reforms of 1965 made companies self-financing, where they formally had been
completely on state budgets, and each company had to cover its own costs from its own
economic performance (including salaries and investments). This gave a lot of power to the
managers, but also created a wider space for the workers. The workers had influence through
a “workers council” elected by the workers, which decided on various matters in relation to

the workplace and production (the director reported on a 3-month basis to the workers council

% Horvat, B (1982). Horvat is perhaps the best example for providing a developed system of Yugoslav socialist

litical philosophy. ;
" Horva. B (1982) |
%% OOUR = Osnovna Organizacija UdruZenog Rada. In addition there would be a Radna Zajednica (Workers
Community), where some functions like administration (not belonging to actual production) would be gathered.
% SOUR = Slozena Organizacija Udruzenog Rada
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on how the company was performing and how the plans were fulfilled). After 1971 each
company was divided into sub-units, so called working units or production units (OOUR).
These units in turn became, in principle, responsible for their own budgets and they received
their separate “workers councils”. Within many companies this created conflicts. More
profitable units wished to remain together, while unprofitable units wished to be united with,
and thus covered by, a more productive one (the particular organisation of a unit was decided
by the companies’ general “working council™). After 1971, there came to be an increasing
fusion of companies within similar or interconnected branches into conglomerates (SOUR).
Many such SOURs are still existing companies today (for example the Croatian oil-company
INA). While the idea behind the SOUR was to create more profitable organisations, it was
further considered that within a SOUR, the more productive companies would cover the loss
of the unproductive ones. In some cases the SOUR was successful, but in others the lesser
productive companies would pull down the whole conglomerate. The reform also created
conflicts, in that productive companies resisted fusion with unproductive ones.*” Rather than
producing more effective organisation, the reform created additional bureaucracy, new
workers’ councils, and new buildings that had to be built for the new bureaucracy. Within the
workers’ self-management system, however, just as in other socialist countries, the individual
worker, once he was employed, had a high level of security. In this manner a social pact with
the workers was maintained. Regardless of the performance of the company, or the worker, it
was difficult to get dismissed from one’s job (theoretically the worker owned the company,

and could therefore not be fired).>”!

Self-management gradually became a central feature of Yugoslav society. The system was not
only an instrument for the economic sector. In order to function in practice it would also have
to penetrate all spheres of social life and it eventually became a part of the very fabric of
Yugoslav society upon which much of the legitimacy of the system was premised. It also

fostered political participation and shaped political culture in Yugoslavia in a fashion quite

7% In some cases there was political pressure to create a SOUR but resistance from an individual company. This
was for example the case with the Croatian firm “Nikola Tesla” (telecommunications). which resisted the merge
with “Koncar” in the early 1980s (among other attempts). The power to avoid the merge came from the workers,
who threatened a widespread strike bringing all the workers to the square in front of the Republican government.
Since strikes, in theory, should not exist in a socialist country these were often covered up, and since it would be
problematic to cover up a strike of larger dimensions, this actually functioned as a pressure by the firm (and the
workers) against the pressure from the government. Tesla was later (after 1995) bought by Ericsson.

=" In practice possibilities did exist to fire individuals. but it was difficult and unusual. The method of reducing
workforce in case of structural adaptation or “slimming” was primarily through retirements, re-education. and a
stop on employment.
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different from the other real-socialist countries, thus continuing the Yugoslav deviation from
the path of the rest of Eastern Europe. Even if actual influence was often perhaps just
nominal, it came, from the point of view of participation, to involve hundreds of thousands of
people in some form of self-managing body, participating in the working council, communal

assembly or the like.

After 1965 the Yugoslav economy moved in cycles. The role of the market increased, but at
the same time there was a lack of instruments for macro-economic policy in order to promote
development. The system of self-management increasingly became enterprise-management.
The ambitions towards an egalitarian system were still there but the egalitarian mode! was
transformed into a technocratic system and power structure. > There was an increased
tendency towards monopolistic business-practices, where safeguarding an enterprise’s
exclusive position in a district or region, through political means, became a priority, and
further, the management in enterprises could increase their own salaries as well as workers’
salaries in exchange for loyalty. Thus, there was a collusion of management and workers in
sharing the monopoly rents of enterprises. This threatened the solidarity and equality values
within the system. Successively, the solutions to the economic problems would give rise to
the future problems. Strictures were built into the system from the very way the self-
management system was organised and one of the overall effects of how self-management
came to be materialised under the reforms was a fragmentation of the Yugoslav economy (to
which we shall return below). The role of the market was increased, but the market signals
within this system had severe imperfections, and could be misleading in an economy

undergoing rapid structural change.

With the increased regionalisation of policy-making the federal state lost some of the
instruments for macro-economic policy, such as fiscal policy, resource allocation and the
control of co-ordination and implementation of plans. As already noted, many of the prices
were freed after 1965 and investment decisions were left to the enterprises and more
particularly to the managing bodies within the banks. The growing power of the latter came to
be considered in conflict with Marxist premises and attempts to solve this problem were

undertaken in the constitutional amendments of 1971 and in the new constitution of 1974,

2 1t should be noted however that the idca of "egalitarianism’ (using the Russian word “uravniloka’) was
officially criticised in the late 1960s in favour of a more diversified salary system according lo performance.
There were different positions in different regions. and to some extent the student protests i the late 1960s were
a critique of the official critique. Income incquality increased from 1965 onwards.



Another problem that started to appear in the context of the market reforms was increased
inflation. This came about partly as a result of the freeing up of prices and partly from
difficulties in balancing the resources between investment and consumption. The monetary
policy, which was left for the state in fighting inflation, had severe shortcomings and could
not translate into effect in the Yugoslav society. One of several reasons for thts was that some
inflation was imported through foreign borrowing and bilateral trade with periodic increases
in money supply.?” While the sources of inflation prior to 1973 had been primarily domestic
they were soon to be fuelled by external conditions and especially so after the oil crises in
1973. The recession in Western Europe and elsewhere had severe effects on the Yugoslav
balance of payments. A price for Yugoslavia’s integration into the world economy, and its

whole development strategy, was the increased sensitivity to external fluctuations.

Within Yugoslavia, the particular form of socialism produced a social stratification, or class
structure, with some particular characteristics, since it was neither directly shaped by
conditions on the market — private ownership — as in westem liberal societies, nor as
hierarchically cemented and politically centralised as in the communist bloc generally.”” A
simple division can be among a top category of political elite and functionaries, a middle class
of professionals, bureaucrats, managers, and higher white-collar positions, a lower stratum of
workers and with peasanfs at the bottom.?” Gregor Tomc has noted how the old (pre-war)
middle class of entrepreneurs, professionals, merchants, and artisans, was heavily
marginalized in the second Yugoslavia, but that some of it — those in the service sector -
remained.?’® Moreover, he notes the considerable expansion of the working class and of a
white-collar class, while the peasants were significantly de-ruralised and incorporated into
(primarily) the working class. Finally, there was a high degree of social mobility, albeit a
considerable class formation and reproduction, and there was the paradoxical fact that because
party politics determined recruitment to elite positions, the class structure was most open at

the top.%”” Mladen Lazi¢ and Slobodan Cvejié note some peculiarities in the Yugoslav case

*'3 On inflation sce for example Woodward, S (1995): 227-228; Cf. gencrally: M. Schrenk, C. Ardalan. & N.A
El-Tatawy (1979)

¥4 The concept of class may be used in different ways. and although Marx connected it to positions and relations
within the capitalist market economy (to ownership and relation to the means of production). it was used by Max
Weber to denote position within society as such. Classes, in the sense of levels in a social stratification, thercby
also exist in communist or socialist societies, although they here are shaped by the political party-state rather
than by the market economy.

'3 Cf. Tome. G (1988) “Classes, Party Elites. and Ethnic Groups” in Rusinow, D (Ed) (1988) “Yugoslavia: A
Fractured Federalism”. The Wilson Center Press. Washington: 58-77

%76 Tome. G (1998): 60-61

" Tome, G (1998): 63-65
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due to the liberal form of socialism and quasi-market intervention.*™ Thus, for instance, the
relative autonomy of enterprises enabled managers to increase their own salaries as well as to
pay higher wages to professionals, which was in contrast to societies in the communist bloc.
Lazi¢ & Cvejic review some sociological surveys from 1970s and 1980s and remark that they
produced different results, which in some aspects were considerable, but with the common
conclusion that income inequalities did exist and were connected to the hierarchical
distribution of positions with a nomenklatura at the top, professionals in the middle, and
manual workers and (especially) peasants at the bottom.?” However, Gregor Tome suggests
that class identification was low and that for a variety of reasons, there was a high level of
class disintegrating factors. These include the fact that the non-owning class did not have any
counterpart (that is, no class of owners), that there were no institutions for autonomous class
representation, that political factors (rather than direct economic) determined life-chances,
that there was a high rate of class change due to the rapid industrialisation and modernisation,
and, not least, that the working class was very heterogeneous with great variations related to
skill, sector of production, and region.**® Consequently, national (and ethnic) identification,
rather than class identification, came to prevail, which was exacerbated by political and

economic decentralisation.

The most enduring and potentially dangerous problem that the reforms accelerated was that of
uneven regional development. The development gap between the richer republics in the
northwest (Slovenia and Croatia) and the underdeveloped southeast (Kosovo, Macedonia,
Montenegro and Bosnia-Hercegovina) steadily grew wider. With regard to Kosovo, this
region was exceptionally underdeveloped after the war. It completely lacked paved roads and
the industry, mainly mining, which had been exploited by the Germans during the war, was
largely destroyed. Because of Kosovo’s rich natural resources (the Trepta mining complex is
one of the richest mineral reserves in Eastern Europe), development efforts in Kosovo were
focussed on mining, extraction, and heavy industry connected to it, including electricity,
which in turn meant that the local economy remained quite one-dimensional and little
diversified. In spite of actual development and growth taking place in Kosovo, it lagged

behind the more rapid achievements in the northern republics. The reforms with actual

T8 Lazié, M & S. Cveji¢ (2005) “Stratification Changes in Serbian Society: A Case of Blocked Post-Socialist
Transformation” in Mili¢, A (Ed) (20035) “Transformation and Stratcgies: Evervday Life in Serbia at the
Beginning of the 3* Millennium. Institute for Social Rescarch. Faculty of Philosophy. Belgrade: 35-59

% Lazié, M & S. Cvcjic (2005): 37

*% Tomce, G (1998): 62-66 and in passim.



liberalisation and decentralisation, which were necessary for economic flexibility, directly
gave birth to, and empowered agents for, the inter-regional disputes. Namely, they further
increased the role of the large self-managed enterprises in the political economy and how it
was governed. This spurred the regional (republic-based) leaderships into conflicts over the
political economy, which in tum drew them into conflict over the organisation and function of

the political institutions.?®' We shall look at a number of concrete cases of this later.

There were two direct external key components in the Yugoslav modemisation project. First,
foreign loans were still easy to obtain as long as the world market expanded and in the west
there was interest in supporting Yugoslavia so that it would not fall back into the Communist
bloc. Hard currency was needed for imports of technology as well as raw materials for the
Yugoslav manufacturing firms and industry. A problem was that as the Yugoslav economy
became more differentiated the structural dependence (on imports) for production increased.
By the 1980s some 99% or more of imports were essential to production.?®2 Moreover, with
time the cost of imports was increasing, while the price of the products for export remained

283

low, thereby diminishing the value of much of the export.” Where western industry used less

energy per production unit, Yugoslav energy intensity increased.®* Between 1968 and 1982
there was an increasing trend from public towards private sources of international credit.?**
Over time the federal state lost all control over credit policy. Increasingly foreign creditors,
especially the World Bank, filled the space of federal investment accompanied by an
increasing influence over policies of developmental investment.**® Susan Woodward has
shown how immediate the effects were from the intimate connection between foreign markets
and capital, and domestic development. Following Woodward, the government faced a deficit
of trade in the convertible-currency area from 1952 and steady inflationary pressure from the
1960s, which created a vicious circle between external stabilisation and domestic stabilisation,

with each undermining the other:

1 All this is well-known. but for a good account (there are several) see for example: Burgh. S (1983) "Conflict
and Cohesion in Socialist Yugoslavia - Political Decision Making since 1966” Princeton University Press: p. 51
and en block

* Woodward. S (1995): 226

#3 Cf. Chepulis, R (1984) “The Economic Crisis and Export-Led Development Strategy of SFR Yugoslavia: In
between possibilities and limitations™, Paper for the Mediterrancan Studies Seminar, Dubrovnik IUC, April
1984. Indecd this was a problem for many developing countries.

3 Dvker, D (1990) "Yugoslavia - Socialism, Development and Debt” p: 93

5 Dyker. D (1990): 120

3¢ Woodward, S (1995): 236
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The solution to the trade deficit was to seek new short-term credits and to resort
periodically to IMF loans. Resort to the IMF reinforced restrictive monetarism
(in effect) and fiscal conservatism of the demand-management side of the
leaders policy: to reduce the trade deficit, repay debt, and reduce inflation by
restricting domestic consumption (including imports) and promoting exports.
The effect of tight monetary policy and cuts in imports was almost immediately

felt in production;--2%

External stabilisation was the priority, Woodward contends, but in order to achieve it a kind
of anti-Keynesian “stabilisation” policy was pursued domestically, which meant that
expansion was only possible with 2 new influx of foreign credit whereas domestic restraint
was pursued under recessions. Such domestic “stabilisation” (or monetary planning) was
pursued at the microeconomic level where the self-management accounts had to be balanced.
Moreover, the priority in investment policy was given to consideration of the trade balance, to
access to foreign credit, and to restoring liquidity, regardless of the consequences for
employment or for the sectoral balance of the economy, which was needed to create
growth.*® Thus, striving to balance the trade deficit had an immediate translation in both
consumption and employment. Such adaptation to global capitalist and international political
economic conditions was contingent on the non-alignment strategy Yugoslavia had chosen,

and in this manner the country’s strategy of independence made it highly dependent.

Foreign debt accrued heavily and the debt boomerang that hit many developing countries
from the late 1970s onwards also came to Yugoslavia. However, debt repayment was alrecady
a problem from the early 1960s, and the reform measures were in fact undertaken with this

problem in mind.

A second important external component in the Yugoslav modernisation project was the
exportation of a large part of the Yugostav labour force. From the mid-1960s onwards a large

part of the Yugoslav working force was found in European countries and by 1973 more than

7 Woodward, S (1995): 228-9
=8 Woodward. S (1995): 223-224 and 225-228. Here the concept of stabilization-policy takes a difTerent
meaning than in the Keynesian understanding and the term “monetary planning’ is perhups more appropnate.
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one million people had emigrated.® This represented between a fifth and a quarter of all
actively employed people in Yugoslavia.?”® While there was a decrease in emigration after the
recruitment stop that came to much of Western Europe in 1973 and the more restrictive
Yugoslav law on emigration from 1973 there were still over a million Yugoslavs living in
other European countries by the late 1980s. Remittances from the diaspora would eventually
come to play a significant role in the Yugoslav economy, to which we shall return later on.
Labour migration was of course directly contingent on western markets, especially the

European one.

Despite the problems, or rather in a complex interplay with them, Yugoslavia generally
achieved impressive results during this time. There was rapid economic growth accompanied
by income equality, although income was increasingly differentiated again after 1965. The
country was largely modernised with a transformation from an agranan towards a more
diversified economy. The agricultural sector, which comprised almost 70 % of the employed
around 1950 was reduced to some 33% in 1975, and accompanying this the share in GMP of
the agricultura! sector decreased from 32% to 12 %.%”' This was the proletarisation of the
Yugoslav countryside, where previous peasants were drawn into industry and manufacturing
work. As in many other East European countries there was the phenomenon of the peasant-
worker, with many workers holding on to their land and cultivating it during the week-end or
holidays as a supplementary personal income, or helping family members who maintained a
farm. The agricultural sector was also the “private sector”, dominated by small individual
farms. While this sector decreased the social sector absorbed the transfers. A gradual
urbanisation took off from the 1950s.2*? The overall effect was significant structural changes
in the Yugoslav economy as well as in the social structure of society between 1950 and 1975.
There was considerable development of the education system, including the establishment of

new universities, increased literacy, and increased bureaucratisation.

Finally, Yugoslavia was increasingly integrated into the world economy. The level of foreign

trade in relation to Gross Material Product (GMP) increased and by 1975 export and import

9 Schicrup, C-U (1990): 101-102 and table p.102. Compare: Bauti¢, 1 (1973) “Radnici U Inozecmstvu Prema
Popisi Stanovnistva Jugoslavije 1971”7 (Yugoslav workers abroad according to the 1971 Census). Migracije
Radnika Knjiga 4, Radovi Instituta za Geografiju Sveugilidta u Zagrebu,

% On labour migration see Schierup, C-U (1990)

*! Schrenk. M. C. Ardalan. & N. A El-Tatawy (1979): 32

2 For a study of rural-urban mobility in Serbia see Simié. A (1973) “The Peasant Urbanites: A Study of Rural-
Urban Mobility in Serbia”, Seminar Press, New York/London,
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were in the range of 18% and 24 % respectively.””> Between 1954 and 1975 the average
annual growth in real GMP was 7.2 % while population growth was low averaging 1.1 % and
domestic saving rates averaged 30 % of Gross Domestic Product (GDP) in earlier years.?%*
The result was rapid economic growth and increased personal incomes, which in the modern

social sector rose by more than 5 % a year on average.295

Transformations in the National Question 1945-1958/62: from the promotion of

“Yugoslavism® to reliance on modernisation

As mentioned earlier much of the thrust of the national problem was aborted after the war
with the disappearance from the political and social scene of the leaders of those national
movements that had operated during the war. However, after the break with Stalin in 1948,
when decentralisation transferred new responsibilities to the regional and local authorities,
one effect was a reformulation of local and national interests within the party apparatus
among the local authorities. The national problem thereby took a new form in being
articulated from and shaped by the various economic responsibilities that were transferred to
the republican level, but this was only a transitory phase since these responsibilities were soon
partially distributed to local authorities and to enterprise managers. In this manner local
economic interests came to the fore although they were moulded according to national and
cultural sentiments, and this was further aided by the fact that the communtst party chose to
identify local or regional economic interests as national. There was certainly an awareness of
the problem within the party but there was also a strong belief that these problems would
become neutralised with the social forces developing under the new political economy and
modernisation of the country.?”® This essentially meant that other social relations would
outplay the importance of national ones, and the expectation of this was itself connected to the
idea of socialist self-management. To this extent it was expected that modemisation, as such,
would solve the problem, rather than leaning on state-political indoctrination. In 1953 there

were considerable amendments to the 1946 Constitution, which included a merging of the

3 Schrenk. M. C. Ardalen & N. A. El-Tatawy (1979): 33. The Gross Material Product (GMP) was a concept
for national accounts. which was used in all socialist countries to measure the output of goods and services. It is
equivalent to the GDP of socalled “productive activities” disregarding so~called “non-productive activities™
which according to the definition of classical economics does not generate “value”. The “non-productive
activities” include: health, education, administration. culture, defence, banking. and housing.

1 M. Schrenk, C. Ardalan, & N.A El-Tatawy (1979): 31

= Ibid

% Sce for example Shoup, P (1968): 168 and Ch. 5 en bloc on the national question during this period. Sec also
studies on “values’ referred to below in this scction.
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Chamber of Nationalities with the National Assembly, and the creation of a second house
with a ‘council of producers’ to represent the workers. Although the actual abolishment of the
Chamber of Nationalities contained a certain de-emphasis on federalism, and reduced the
significance of the autonomy for the autonomous regions, like Kosovo, this did not have any

real effects, as centralisation was high anyway.?’

In Kosovo there were specific problems, since the population was predominantly Albanian
and not Slavic. At the end of the Second World War the partisans had repressed an Albanian
rebellion, but out of the rebellion an underground network emerged called the ‘Albanian
National Democratic Committee’, which sought unification with Albania. In the early post-
war years relations with Albania were quite good and the border to Albania allowed for a
considerable amount of border crossing. However, after Tito’s break with Stalin in 1948, the
relationship between Yugoslavia and Albania deteriorated rapidly, and Enver Hoxha became
one of the strongest critics of Yugoslavia in the communist camp. This had the effect that the
Yugoslav security police, ‘UDB-a’, increased its pressure in Kosovo.?”® The late 1940s and
the entire 1950s were marked in Kosovo, on the one hand, by the development of cultural
autonomy, and on the other hand by waves of persecution and pressure. First, in order to
reduce Albanian dissatisfaction and to embark on a socialist modernisation project also
covering Kosovo, schools were opened up and cultural institutions promoted. At the end of
the war the level of illiteracy among Albanians, in Kosovo as well as in the Albanian state,
was close to 80 %.%*” The education system was initially organised according to language,
and schools were opened in the Serbo-Croatian, Albanian and Turkish languages
respectively.* It proved difficult to find enough teachers to staff the Albanian schools, and a
two-track approach had to be applied, by first educating a cadre of teachers, but gradually a
network of Albanian-language schools was built up. After the 1953 Constitution, the
education system was reorganised along regional principles. From the late 1940s and through
the 1950s, Albanians received, for the first time in history, a real possibility for education in
their own language, saw the emergence and spread of cultural institutions, such as theatres,
and the publication of a bi-weekly Albanian-language newspaper, the Rilindja (Awakening).

A certain degree of emancipation was thereby promoted, which included efforts to ‘liberate’

=7 Compare Shoup, P (1968): Ch. 5; Vickers. M (1998): Ch. 8

% UDBa (Ured Drzavne Bezbednosti = Office for State Security) was renamed to SDB (Sluzba Drzavne
Bezbednosti) in 1964, but continuously called UDBa (the ‘a’ added only for a more convenicnt pronunciation).
¥ Reuter, J (1984) “Educational Policy in Kosova™ in Pipa, A & S. Repishti (Eds)(1984) “Studies on Kosova”,
East European Monographs, Boulder, Columbia University Press, New York: 259

3% On the education system in Kosovo I here partly follow Reuter, J (1984): 259-265
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Albanian women from wearing veils, which covered their eyes.*” Second, throughout the
period, the UDB’a persecuted ‘Stalinists’, searched for arms, and attempted to uproot the
‘Albanian National Democratic Committee’, an endeavour in which they succeeded in the late
1950s. This made the chief of UDB’a, Aleksander Rankovié, who was a Serb, one of the most
hated persons in the Albanian population. Further, during the 1950s the government pursued a
policy of ‘Turkification’, in which it perceived Albanians to be Turkish, pushed people to
declare themselves so, promoted the Turkish-language schools, and even promoted

emigration to Turkey.>* In the mid-1950s, a large number of Albanians from Kosovo thereby

emigrated for Turkey.’®

Leaving the specific situation in Kosovo aside, the problem with nationalism at this time was
mainly displayed within the party itself and among intellectuals and artists. From the party
leadership there were complaints that historiography as dispersed in text-books (produced
separately in different republics) was fostering national romanticism and in the mid-1950s the
party started a campaign for the fostering of the Yugoslav idea and for seeking a new
consensus on the nationality problem.*® One of its outcomes was the meeting of a number of
philologists and academics in Novi-Sad in 1954 resulting in a statement that Serbo-Croatian
was one language with two different versions and alphabets, with preparations taken for

publishing a Serbo-Croatian dictionary (published in 1960).%

A program for merging minority schools was carried out through the 1950s, which was met
with resistance in many areas. In 1956 the party took measures to review the history writing in
Yugoslavia. The historians were a problematic group since they generally tended to support
the Yugoslav idea at the same time as their historiography was seen as national-romantic, for
example though emphasising the role of their own nation in the liberation or building of
Yugoslavia.**® The party pursued the policy that Yugoslav historiography should place more

emphasis on Yugoslav unity and deal with this matter more according to Marxist theory and

1 Vickers, M (1998): 152
%2 Vickers, M (1998): 149. I here follow Vickers, but the generalisation is potentially controversial. especially

the question of why Albanians left for Turkey in large numbers. There were agreements with Turkey cnabling
migration, but was it primarily a factor of push or pull?
33 According to Miranda Vickers some 195 000 Albanians left for Turkey in the years 1954-57: Vickers, M

(1998): 157
4 Shoup, P (1968): 190-193
395 Shoup. P (1968); Rusinow, D (1977): 225; Wilson, D (1979): 141 & 172

3% ¢f: Shoup, P (1968): 199-200
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tradition, and Edvard Kardelj embarked on his own interpretation and definition of the

concept of ‘nation’, with the intention of ideologically supporting the Yugoslav case.”

After 1958 a new program was adopted and the promotion of ‘ Yugoslavism’ was abandoned.
The party now relied on ‘social forces’ and modernisation to foster a new culture.
Nevertheless, some efforts were still made to promote cultural co-operation and exchange.
The change was not abrupt and since there were continued efforts in some fields until about
1962, some authors prefer to see the early 1960s as a turning point in the promotion of
Yugoslavism.**® Between 1959, in a review by the Party Executive Committee, and the new
Constitution of 1963, the reference to ethnic minorties was changed to ‘nationalities’ and a
new attitude was adopted that the various minorities could function as bridge-builders for
their respective fellow nationals in other countries. The Bosnian Muslims, for their part, had

their status elevated to that of a separate constituent ‘nation’ gradually after 1961.3%

The idea that ‘social forces’, such as urbanisation, socio-economic development, and general
modernisation foster new political cultures and value-systems is a feature of classical
development and modemisation theories, as they were interpreted in the late 1950s and 1960s.
While several of the theoretical propositions of modernisation and development theory have
been heavily contested, and will be re-contested further in this study, these assumptions are

not unreasonable as such. On the contrary they are quite probable and indeed very plausible. It

*7 Kardelj's definition included the wording “---community of peoples arising on the basis of the social division
of labour in the epoch of capitalism,---". Sce further Shoup: op. ¢it; and p. 202-3. Shoup (p.199-200) mentions
the attempt of the Yugoslav historian Bogdanov, who embraced the task and offcred an historical interpretation
that Yugoslavia had been in the process of formation since the first half of the nineteenth century due to efforts
of a rising bourgeois class of South Slavs who struggled for liberation against the exploitation of a provincial
feudal class, but that this group had become opportunistic, conservative and reactionary after they came to power
(and following the reaction within the Habsburg Empire in 1848) and that thercfore the natural process of the
entire development of the South Slavs was halted and replaced by reactionary, abnormal and scparatist
tendencies. But Bogdanov’s interpretation received mixed receptions and it could not be established what was
desirable for analysing the birth of the Yugoslav state (Ibid). Another attempt, which ran contrary to official
doctrine, was made by Franjo Tudjman.

** There are scveral examples but most recently see: Wachtel, A. B (1998): Ch 3. Wachtel follows the attempts
to sponsor more unity within education policy, culture and literary canons. I would suggest a soft transition but
have placed the year 1958 along with Shoup (op. cit) at the time when the campaign was largely abandoned. The
Party made concessions to the Republics, and Party policy also generally changed towards the minorities in the
late 1950s so that the status of minorities was upgraded to “nationalitics” (in contrast 10 “nations”) after review
by the Party Executive Committee in spring 1959. In 1961 draft preparations for the 1963 Constitution it was
cven suggested to ban ‘Yugoslav' as a national designation. but this rigid position was soon dropped.

3% The process was gradual: in the census of 1961 the category ‘cthnic Muslim’ was provided, and further
concessions to Muslims as a distinct ethnic group (rather than just religious) were made in the 1963 republican
constitution for Bosnia-Hercegovina. whereas the party committee in 1968-69 prepared the ground further so
that in the census of 1971 and in the Federal Constitution of 1974 they were a ‘narod’, a separate constituent

nation (cf. Shoup 1968. 216).
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would be strange if rapid socio-economic and spatial changes and increased mobility did not
have any effect on value-systems and political culture.*’ In studies from the 1960s and

1970s, taking the so called development approach to communist studies, several indications
were established that there was such a ‘modemising’ of attitudes, values, and political culture
among the Yugoslav population and the elite groups.*'! Studies on so-called “social distance”,
surveying people’s attitudes towards other ethnic groups have been quite common among
social scientists studying inter-ethnic relations in Yugoslavia. While “modemisation” of
attitudes was established in many surveys, some studies tended to the conclusion that ethnic
identification equally may be strengthened and re-emphasised, as much as replaced by some
universalism.>'? The persistence of Albanian clans in Kosovo following the Kanun, or
customary law, and especially the reproached phenomenon of blood-revenge, were equally
considered as elements that would disappear with modemisation and social development.’"’
Milenko Karan, a Serbian social-psychologist who worked in Prishtina and Belgrade, studied
the latter phenomenon in the 1980s, and suggested that it was exceptionally resistant to
modernisation, and that rather than abating it had taken on worse features, while being
squeezed between a tradition that had not yet disappeared and a modemisation not yet
achieved.’' Various attempts to eliminate the phenomenon of blood-revenge, which included
reconciliation efforts through the Socialist Alliance (a party front-organisation in which
membership was quite irﬁportant and widespread) and the threat of exclusion from the

Socialist Alliance for those who followed the Karun, had a very limited effect at best.>!*

31% The critique has also mainly been targeted at the engincering of such “cultural change™ after a pre-set
schedule of goals.

31 See for example Clark, C & K. Johnson (1976) “Development’s Influences on Yugoslav Political Values™
Sage Publications. Beverly Hills / London. Clark and Johnson used a national survey on socio-political valucs
undertaken by Zaninovich in 1967-68. Clark and Johnson's study is onc of the most positivist I have ever scen in
the subject and is highly based on quantitative methods. It allows some space for criticism. but as such the
findings are still valuable and based on a national survey undertaken at a specifically interesting period of time
(late 1960s).

' Another example. equally positivist, is Gary Bertsch's study on value changes. His conclusion is that
although modernisation and some form of universalism apply they can cxist in paralle] with a strong re-emphasis
on ethnicity and nation. Both studics can be subjected to severe criticism, but that we cannot enter into herc.
Bertsch. G (1974) “Value-change and Political Community: The Multinational Czechoslovak, Soviet, and
Yugoslav Cases.

°'3 The phenomenon was, and is. reproached among many Albanians as well, and in his novel Serpents of Blood
from 1958, the Albanian writer Adem Demaqi condemned the tradition of blood-revenge.

314 Karan. M (1985) “Krvna Osveta” Partizanska Knjiga. Ljubljana / OOUR lzdavatko Publicistika Delatnost,
Beograd.

38 Kgaran concluded that modernisation and social development did not have any effect on reducing the
phenomenon in the Yugoslav (Kosovo) case, and that the measures or means needed to reduce it remained
unknown. He did believe that eventually it would disappear with modernity, perhaps after thirty years or more.
but that it was essential to acknowledge the problem and try to work along elements within Albanian customary
law, which regulated peace periods through besa (word of honour). It would be counter-productive, however, not
to acknowledge the phenomenon. or to belittle it. just as it would be to try to eliminate it simply through the
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It has been argued by Andrew Baruch Wachtel that the Yugoslav idea lost cause once the
partisan themes had played themselves out, which would be some time around the mid-
1960s.'® Wachtel suggests that supranational Yugoslavism was unable to renew itself and
that the authoritarian tradition left the government cold towards a ‘supranational culture’ built
on individual western lines.>'” Subsequently there was only the collectivist principle, which
with the lack of a supranational project fell back on the particular national identity of the
various groups. Wachtel further labels self-management as a part of the Yugoslav “myth”
together with the partisan liberation struggle and “brotherhood and unity”. Wachtel’s
contribution is important and provides good points on the role of cultural politics in relation to
nation building. His observation of the collectivist principle is also valid. However, although
self-management certainly became part of Yugoslav ideology, the concept of “myth” has the
connotation of an erroneous belief, which can be revealed in retrospect. This may (perhaps)
not be Wachtel’s intention {(or others who use it), but it should be emphasised that these core
elements were not merely a ‘myth’, recreated by Yugoslav intellectuals and politicians, but
rather there was clear materiality behind them (although perhaps not operating according to
blueprint) and they gradually became a practice within the political theory itself of the
Yugoslav state. Moreover, as outlined in the Introduction and above, the nationality
dimension cannot be understood in isolation from the re-articulation of interests and
formation of new interest groups related to the political economy and governing structure,
which in turn was negotiated within the context of the international political economy. While
it would be a serious mistake (and to miss a fundamental point in Yugoslav society) to reduce
the national question to a matter of political economy, and in such manner allow a crowding-
out of cultural dimensions essential to the national question, it would equally be a mistake to
dislocate the question of national articulation from the matrix of dynamics that connects the
state, nation, class and political economy. But in order to interpret the political conflicts, as
they were articulated in economic, cultural, or constitutional terms, alternately, we need to
condense the abovementioned matrix into an explicit framework. Dejan Jovi¢ has suggested

that the fundamental dividing line within the Yugoslav political elite concerned two

formal penal system, since it could just continue out of the public domain. S¢e further: Karan, M (1985) “Krvna
Osveta”

16 Wachtel, A. B (1998): 9 cf. Ch. 4

37 For the whole argument see Ibid. My impression is that “culture”, and cultural nationalism. is treated too
much as an independent variable in Wachtel’s analysis, Despite the criticism here, I find Wachtel’s study of
cultural politics and literature in Yugoslavia an important contribution to understanding the continuous
recreation of nation-hood, and in relation to the state. In addition he has an interesting commentary on much of
modern Yugoslav litcrature.
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competing and opposing conceptions of the Marxist theory of the state.>'® In the first, so-
called ‘statist’ conception, Yugoslavia was considered a South Slavic state, where
‘brotherhood and unity’ concerned the ethnic groups as well as social classes. In this view
“Yugoslavism’ entailed the promotion of a universal south Slavic identity, which transgressed
the ethnic and national peculiarities of the constituent peoples. In this context the reliance on
‘social forces’ to overcome cultural or ethnic differences makes sense as a kind of teleological
process of modernity leading towards a universalism limited within the Yugoslav state. In the
second, so-called ‘non-statist’, conception however, the emphasis is on the Marxist idea that
the state will eventually “wither away”. Here, socialism rather than south Slavism is at the
centre, and thus the ideological (socialist) dimension rather than the ethnic. In the second
conception it would be fundamentally wrong to promote any form of ‘Yugoslavism’, because
the state would eventually disappear and must only be allowed to form an umbrella over the
constituent nations, which would enable them to be independent and to pursue their road
towards socialist self-management democracy. Jovi¢ places Aleksander Rankovi¢, the Serb
and Chief of Security, as the strong advocate of the former, and Edvard Kardelj, the Slovene
party ideologist and theoretician, as the advocate of the latter (further discussed below). Tito
himself, tended towards the ‘statist’ and “Yugoslavist’ stance, while emphasising that this did
not equal ‘unitarism’ (a Yugoslav heresy), in the sense of one nations hegemony over another,
as had been the case in the first Yugoslavia. Jovi¢ contends that the essence of Yugoslav
political struggle revolved around these positions, and that it was the latter that eventually
prevailed. Emphasis is thus on the ideological nature of conflicts, rather than economic,
cultural or national. Still, as argued by Yael Tamir (and outlined in the Introduction), the
question of self-determination, in whatever sense, does concern concrete issues in terms of
political economy and cultural affirmation >’ Moreover, the rationalities are affected by the
opportunity structures within a wider political economic context. With such considerations in
mind we have an outline for intra-Yugoslav divisions along political and ideological interests,
as well as for economic interests, both criss-crossing cultural and national interests. The latter,

economic interests, overlapped considerably with national divisions, whereas the former did

31 Jovi¢, D (2003): 157-181

319 Tamir, Y (1993) “Liberal Nationalism”, Princeton University Press; The dircct overlapping of the economic
disputes with the issue of centralism versus de-centralism (statism/de-statism) is clearly noted as late as 1988 in
Devetak, S (1988) “The Equality of Nations and Nationalities in Yugosiavia™, Ethnos 32, Braumiiller, Wien. Sce
especially pp. 102-103 where Devetak argues against any re-centralisation as a solution to the economic crisis.
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so to a much lesser extent, but in the case of the Albanians they did so considerably, since

they had no interest in a Slavic conception of the state (they are after all not Slavs).*?

On the one hand we have a direct regional and national configuration that largely overlapped
with the divergence in economic structure and level of development. On the other hand,
however, conflicts were sometimes explicitly articulated in cultural and nationalist terms,
rather than over political economy. In the case of Albanian nationalist expressions, the
concern over political economy appeared secondary, although aggravated by economic
deprivation and unemployment. In the case of Macedonia, in strict political economic terms,
there was reason to take side with Serbia, Bosnia, and Montenegro, because the economic
structure and level of development was more similar to these republics than to that of
Slovenia or Croatia, and Macedonia was favoured by the inter-republican transfer fund. On
the other hand Macedonia had no interest in a ‘statism’ that might produce centralism.
Therefore, in terms of liberal reform, decentralisation and federalist formula, it often shared
interest with Slovenia and Croatia. Hence, the political conflicts must be understood in multi-
dimensional terms and not as a strict translation, or reduction, of economy into politics.
Nevertheless there was a constant pressure to adjust to shifting conditions in relation to
western markets and in the global political economy, even to the extent of disputes fuelled
directly in connection to foreign credits. Let us therefore, within the framework outlined here,
take a closer look at the political and national dynamics in the 1960s and early 1970s, which

eventually resulted in a re-formulation of the Yugoslav state.

Political and National Dynamics in the 1960s: political economy debates and national

articulations towards liberal socialism

Although the battleground to a large extent concerned political economy, it assumed other
features as well. At the end of the 1960s they became so strongly articulated with regard to

the organisation of the state, that they produced a legitimacy crisis, which eventually led to a

3 The reason why the ideological “statist’ versus ‘non-statist’ disputes overlapped less with national divisions is
for example evident in the case of the Macedonians. In Macedonia the economic Ievel of development, and
economic structure, was such that the ‘developmental” (Foda) model would be favoured. For this reason they
would end up on the side of Bosnia and Serbia against Slovenia and Croatia. However, in constitutional terms
they were more interested in decentralization and would thereby have joint interest with the Slovenc and
Croatian positions. Thereby the dynamic of conflict was multi-dimensional.
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re-negotiation of the whole Yugoslav project. We must follow how this unfolded a bit further

before we can formulate some considerations of why this was the case.

The Reforms of 1965 initially ran into resistance on the implementation level. Notably in
Serbia there was resistance to the reforms and one of Tito’s closest party allies in the state
apparatus, Aleksander Rankovi¢, strongly opposed them. Alexander Rankovic held the
important position of Vice Presisent of Yugoslavia, was responsible for party organisation and
chief of the security service (UDBa). With Tito now on the side of the reformers he eventually
took the step to sacrifice Rankovi¢ as he had done with Milovan Djilas before. The ground
had to be prepared on a territory other than on the reform-issue though, since this was too
closely linked to various interest groups. The issue where Rankovic¢ could be attacked so that
popular support could be maintained was on his responsibility over the UDBa, and the official
occasion was before the fourth plenum of the Party Central Committee, held at the Briuni
islands in 1966. Official Yugoslav history claims that it was discovered that the security
service UDBa, headed by Rankovi¢, had wire-tapped all the party officials including Tito
himself. The discoveries were made in a complex series of intrigues involving the mutual
wire-tapping between the Army’s counter-intelligence service and UDBa.**' Rankovi¢’s hard
style measures had won him many personal enemies, one of them being the party’s chief

ideologist and theoretician Edvard Kardelj, who was on the reformist side.’*

With an entire political block going after Rankovié in 1966 a fatal blow was given to a large
Serbian group of representatives around him. The purge of Rankovi¢ marks a considerable
change in the situation in Kosovo, because the plenum further emphasised the principles of
decentralisation and granted extensive autonomy to the republics and provinces, especially
with regard to economic decision-making. Moreover, in an attempt to eliminate ethnic
differences and break up ethnically homogeneous areas, an administrative reform in 1966
reorganised the twenty-eight municipalities that had existed in Kosovo since 1959, into
twenty-two new municipalities of which only three were ethnically homogeneous.**® This was
part of a wider reform in the municipality (opstina) system, but in the predominantly Albanian

province it eventually had the effect of making the Serbs complain of discrimination by

*! See Rusinow, D (1977): 179-91 (especially p.185-86)

322 In 1959 there had been an atiempt on Kardelj’s life. for which his wife had blamed Rankovié and his people,
indicating that the conflict was not merely political but deeply personal, see Ramet. S (1984/1992): 90

33 Hardten, E (1997)
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Albanians and that they had lost all power in local governing. Thus, the year 1966 can be

taken as a turning point in Kosovo, after which Albanian dominion rapidly replaced Serbian.

The late 1960s further witnessed several serious political problems in Yugosiavia, some of
which were formulated in national terms vis-a-vis the state. As has been discussed by
Rusinow they were of a number of different natures and causes.’** In 1966-67 the LCY
(League of Communists) was reorganised in a more decentralised manner.?* This came as a
result of internal pressure and as a consequence of the decentralisation of the whole system.
The reorganisation of the party was immediately met with criticism from Moscow. The
international scene now accumulated tensions for Yugoslavia, with a coup d ‘état in Greece in
1967, disputes with Italy over trade issues as well as some territorial squabbles over
Trieste,’”® and a reopening of the Macedonian question by Bulgaria. Moscow was again in
schism with Yugoslavia, and there was an upcoming world communist meeting in which
Yugoslavia had no place. At the same time Yugoslavia was uneasy with US involvement in
Vietnam, in the 1967 war in the Middle East, as well as elsewhere, which was all considered
to indicate a more aggressive American stance towards socialist regimes and non-aligned
states.”>’ Any perceived threats from America were hastily fading though in the wake of the
Soviet intervention in Czechoslovakia in August 1968. The relations between the new
Dubgek-government there and Yugoslavia had been particularly good.>®® The Soviet take-
over initially produced a security-paranoia, with fears that Yugoslavia itself might be
threatened, and a series of steps were taken to prepare for a possible upcoming conflict, but

after a few months of uncertainty the situation moved back towards normality in 1969.

% Rusinow, D (1977): 197-244, see also Ch. 7; Cf. Wilson, D (1979): Ch.14 -

3> The Party had changed its name in 1952 from the *Yugoslav Communist Party’ to ‘League of Communists’,
and then embarked on a gradual decentralization.

** Trieste and the Julian region (from the Julian Alps) was under dispute, as was Istria, between Italy and
Yugoslavia after the Second World War. The region was ethnically mixed. Trieste was under Habsburg Austria
until 1918, undcr Italy (liberal and then fascist) between 1918-43, Nazi Germany 1943-1945, under pro-
Yugoslav Communists in May-June 1945, then a British-American Military Administration 1945-54, and
Republican Italy after 1954, Zone B comprised areas around the City, border disputes towards the Slovenian
border and the coast came up in 1967. For an account of Trieste and the border area see: Sluga, G (2001) “The
Problem of Trieste and the Italo-Yugoslav Border” State University of New York Press

5" Rusinow, D (1977): 210

3% Under the Dub&ek-regime Czechoslovakia was searching for its own liberalisation and revitalisation of the
economy, which was stagnating under the communist dogma of central planning. Czechoslovakia was
particularly important, since it had been the only industrialised country to fall under the eastern bloc. For Tito
there seemed to be an opportunity for the formation of a more liberal socialist bloc in central Europe with
Yugoslavia as a role model. There was further support from the Ceausescu government in Romania,
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The Reforms of 1964-65 aimed at revitalising the economy had not produced any immediate f
results and the years up until 1967-68, for their part were marked by economic stagnation. At i
the same time, living costs had started to increase and would continue to do so. Moreover, ‘
there was an increase in unemployment. Paradoxically, the initial momentum towards ! |
industrialiation and modemisation, which had started to produce a significant change in I
Yugoslav society - including the proletarisation of the countryside, restructuring of the
economy, and a developed education system - now hit the limit of its own expansion capacity.
The growing number of graduated students, as well as skilled workers, could not be

significantly absorbed within the social and industrial sector. These sectors were now under

rationalisation at the same time as a significant force of students and workers were available
for employment. The largest group was however the peasants. The proletarisation of the
countryside had reduced the agricultural sector significantly, from two thirds to less than half
of the population in twenty years, although with great regional variations (the rural population
was pushed by the meagre opportunities in farming and, to a greater extent, pulled by the
cities).’”” While unemployment became a real threat for the first time, there was now a new

opportunity for moving abroad. Expanding westemn labour markets could absorb some of

these people, and provided relief for the Yugoslav economy for some time to come. Despite
the poor image this might bring for real-socialism, labour export became a calculated solution
within Yugoslav economic policy and in order to facilitate and control the work-migration a

federal bureau was created.**

Among advocates of the developmental model (Woodward’s Fo¢a model), or so-called
“conservatives”, the meagre result of the liberalisation of 1965 provided good arguments for
doubting the effect of the reforms. The timing was such that Yugoslavia was opening up its
market at a time when the trend in Western Europe moved towards increased protectionism.
The disputes between republican party representatives increased, connected to the issue of
reform and decentralization, and because of the uneven development within Yugoslavia the
positions on economic and political reform tended to merge with republican-national
divisions. It was not clear-cut though. While the more developed regions (Slovenia, Croatia)
showed stronger support for decentralisation and market liberalisation, these were in fact

supported by Macedonia, which was among the more underdeveloped regions (together with

3% Among other reasons. productivity was low in agriculture and the social security benefits — in this private
sector — were poor comparcd to those in the social sector.

*3° On labour migration see Schicrup, C-U (1990); Magnusson. K (1989) “Jugoslaver i Sverige: Invandrare och
identitet i ett kultursociologiskt perspektiv”, Centre for Multicthnic Rescarch. Uppsala University.
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3! This indicates the complexity of the

Kosovo, Montenegro and Bosnia-Hercegovina).
disputes and that they spanned from political economy to the federal organization of the state.
The political debate was not confined within the party. The liberal trend after 1965 opened up
a debate within intellectual and student circles about the nature of Yugoslav socialism, the

limits to reform and of Marxism in general. Self-management within the media sector started

to produce a more party-independent journalism and the intellectual climate opened up.**?

In Ljubljana the political review Perspektive had started to attack LCY bureaucracy and
moved on to the Djilas-heresy of demands for a two party system. In Zagreb came the neo-
Marxist philosophical review Praxis, proudly dedicating itself to “criticism of everything that
exists”, which started to attack Yugoslav and Soviet Marxism for dogmatic positivism and
warrant the need for a more humanistic Marxism. The Praxis group was influenced by
philosophical re-orientations in western academia and wished to break away from the
cementation tendencies within Marxism generally, and especially within real-socialism. In
Belgrade the Praxis-group had its counter-parts in Gledista and Delo. These were met with
vicious ideological counter-attacks from the party, but Praxis was allowed to survive and
continued publishing until 1975. In this liberal climate Milovan Djilas was released from
prison in early 1967, but another writer, Mihajlo Mihajlov, had instead been sent to prison in
1966 after having published articles on concentration camps in Leninist Russia, and after

having announced his intention to publish a review as a basis for the foundation of a new

political party.

The imprisoning of Mihajlov set the limit for what was considered possible in 1966. The
political climate in Yugoslavia had started fermenting. The move towards liberalisation had
institutionalised a centnfugal potential within the political as well as economic framework.
The old national-oriented part of the intelligentsia was reinforced by large numbers of new
students and new mobile groups, which the state sector had difficulty to absorb. The
decentralisation of the state and economy had its parallel in decentralisation within the party
(LCY). This further provided an infrastructure, which could be exploited for regionalist and

nationalist interests. Some critique was particularly targeted on the political economy, while

31 Indecd the Macedonian case was special for other reasons as Macedonia had quarrels with Serbia since the
war. and there were probably durable memories of bad experiences with Serb domination tendencies in the first

Yugoslavia.
332 Here 1 outline some aspects of the main trend, for a detailed account see Rusinow, D (1977): Ch. 6
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others related to more general political liberalism, and increasingly criticism came to be

framed in cultural and eventually purely nationalist grounds.

In 1966 the Rankovié-affair had partly been perceived from a national perspective. It was a
defeat for a Serbian flank within the LCY and as such threatened to create reactions from
humiliated Serbian groups as well as euphoric victorious Croatian strands. In connection with
this came a kind of linguistic dispute between Serbian and Croatian intellectuals.*** The Novi-
Sad agreement from 1954 was now rejected by a number of Croatian academics and literary
figures, including the prominent Croatian writer Miroslav Krleza. In March 1967 a language-
declaration was published in Zagreb, which called for a Constitutional recognition of Croattan
as a separate language to be exclusively used in Croatia as well as being formally on a par
with Serbian in all federal instances. In Belgrade there was an immediate response calling for
the right of 700 000 Serbs in Croatia to be educated in Serbian (and Cyrillic), while Belgrade
television should use only Cyrillic. These calls were not welcomed by the Government, which
reacted strongly against it. Language was far too sensitive a nationality marker. But the
national question was clearly being reformulated into the Yugoslav agenda. This was
especially the case in Croatia. Here the Croatian cultural organisation ‘Matica Hrvatska’ was
revived in 1967 (modelled after the Matica of the lllyrian movement within the Austrian
Empire in the 1840s) and started a campaign within its magazine Kritika over the

unfavourable situation for Croatians living in other republics.***

Debate and critique were thus opening up on cultural, political-constitutional and political-
economic fronts. Two leading economists, Branko Horvat from Zagreb (at the time Director
of the Federal Institute for Economic Planning) and the Slovenian university professor
Aleksander Bajt, published a series of articles on the economic incompetence of the
reformers. These articles were published in the Croatian (Zagreb) daily Vjesnik in Autumn

1967, and the party leadership responded in the Belgrade daily Borba. This soon transformed

333 On language policy and disputes see for example: Ne&ak Luk. A (1995) “The Linguistic Aspect of Ethnic
Conflict in Yugoslavia” in Akhavan, P & R. Howse (Eds) (1995) “Yugoslavia — the former and future;
Reflections by Scholars from the Region”, The Brookings Institution, Washington and UNRISD, Geneva: 112-

120
334 The Maticas (Queen Bee) had existed in the 1840s in Croatia and in Serbia (Novi-Sad) as a part of the Illyrian

movement for Slav independence. They were essentially cultural societies. since political activities of their kind
were prohibited in the Habsburg Monarchy.
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into a squabble between the Borba and }jesnik publishing houses, with nationalist

undertones.*’

From the Croatian branch of LCY there came complaints over the effects the reforms had had
on the banking sector. The reforms had intended to give more direct responsibility to
enterprises and to reduce the role of the Federal government. In addition, the banking sector
had been reformed and numerous banks merged into larger units, which were to take over the
investment role formerly held by the general investment fund. But one effect had been that a
few of the major banks, centred in Belgrade, had received a larger role in investment
decisions. Within the banking sector the enterprise stakeholders now received less influence
in favour of expert commissions. The Croats complained that these banks were favouring
investment decisions in Serbia or elsewhere, but not in Croatia. Moreover, the retention
quotas (a large part of the foreign currency earnings a company made was to be deposited in
the banks and located to companies that needed them for imports) were unfavourable to
Croatian enterprise, which was claimed to produce more foreign currency than it received in
return.>*® While the Croats and Slovenes had interests in a much weaker federal role in
political economy, the southemn republics and provinces had just the opposite. The
representatives from Bosnia-Hercegovina and Kosovo claimed that the Chamber of
Nationalities should have increased influence over the economic issues. The target was the
Federal Fund for development.®’ Concessions were made towards these claims and a
reorganisation was made in 1967, with amendments to the 1963 Constitution, which increased
the power of the Chamber of Nationalities among other changes. The political-institutional
and constitutional organisation of Yugoslavia was now clearly moving towards wide-ranging

federalisation.

Between 1968 and 1971 there were a number of student demonstrations throughout

Yugoslavia. The political focus varied and they had a number of different objectives and

33 For the whole affair see Rusinow, D (1977): 229-231

36 On he banking issue see Rusinow, D (1977); Cf. Wilson, D (1979): 176-177; Ramet, S (1984/1992): 98

35" The “Federal Fund for Accelerated Development of the Underdeveloped Republics and Kosovo™ was an
inter-republic transfer system of resources towards under-developed and poorer areas within Yugoslavia
(basically from the north to the south). It was created in 1965 to counter the uneven development within
Yugostavia. Each federal unit was to allot 1.85 % of the Social Product to the Fund which allocated resources for
investment in Bosnia, Kosovo, Macedonia. and Montenegro. As such it was also always the target for
complaints. Croats and Slovenes complained over paying too much (and that it was ineffective and equalled
charity rather than investment) and Macedonians, Bosnians, Montenegrins and Kosovars for receiving too little
(while their national resources were pulled into the industry in the north below market prices) and Serbs
complained over paving anvthing at all while statistics indicated that they ought 1o receive instead.
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claims. Generally they received little support from the workers and did not result in any wider
social mobilisation, but they were important from another perspective though as they
introduced a new group and a new generation into the political life of Yugoslavia. In Belgrade
in May-June 1968 it started with a street-fight in which the police intervened with perhaps
unnecessarily harsh methods. This provoked a larger student demonstration involving
thousands of students, which soon spread also to other universities and Republics with
demonstrations in Zagreb, Sarajevo and Ljubljana. The Belgrade students showed no
nationalist sympathies at all however. Rather they were expressing a ‘new left’ and displayed
slogans as “There is no Socialism without Freedom, no Freedom without Socialism”, “work
for everyone, bread for everyone™, “Down with the red Bourgeoisie”, “Bureaucrats, hands off
workers”, “Workers — we are with you!” and the like.**® The students had reason to complain,
and did so, over poor lodging conditions and poor material standard. The student mobilisation
came at a time when the party had itself opened up to a more liberal climate, and in addition
the international movement of 1968 could be followed through the news. As mentioned
earlier the expansion of the number of students following the modemisation of Yugoslavia
could not be absorbed by the state or enterprise sector. This was especially the case after the
rationalisation introduced after the reforms. Unemployment was on the rise, as was inflation.
Generally such conditions have been expected to create the environment for increased

33 If this is the case, the crucial question

mobilisation and social conflict within society.
within a multi-ethnic state is if this crystallises along ethno-national lines or takes other
features. In Belgrade it took the form of a kind of a New Left and anti-bureaucratic protest.
The most dangerous element of this fact from the Party perspective was that the students were
calling for unity with the workers, in fact claiming a common cause. The Party responded
with a mixture of wooing of the students, and at the same time driving a wedge between the
workers and the students as well as between what was considered moderate students and more
extremist students (generally equivalent to the philosophy faculty) who were isolated.** The
student movement might have gathered further momentum in the autumn term, but was
interrupted by events on the international scene with the Soviet invasion of Czechoslovakia.

The perceived external threat temporarily halted the domestic fermentation and in that year

38 From Rusinow, D (1977); 234

39 For example within classical political development theory of the 1960s as mentioned above. Here, the
increased social mobilisation, political awarencss and change of values that follow modemisation may have
increased social conflict as an initial effect. One does not have to be a follower of classical modernisation or
development theory to agree on such a connection. For the developmental approach sce: C. Clark & F. Johnson
(1976)

9 Rusinow, D (1977): 234-240; Cf. Wilson, D (1979): 178-180
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the LCY received 100 000 new members under the age of 25, thus considerably increasing its

base in the new generation.**!

In other places student protests took direct cultural or nationalist features. This was the case in
Kosovo in October and November 1968, where students demanded that Kosovo should be
elevated to the status of a seventh republic. The situation in Kosovo had improved
considerably after 1966 and the removal of Aleksander Rankovi¢, with his Belgrade-centralist
and authoritarian approach to the region; yet, among the Albanians the change had rather
awakened their cultural self-esteem and in 1967, for the first time, Tito visited Kosovo and
received a warm welcome. Four university faculties were established in Prishtina in 1968,
which became upgraded to a university in 1970, and higher education was now available in
the Albanian language (previously it was a branch of Belgrade university). In 1968 Albanians,
everywhere, celebrated the 500-year anniversary of the Albanian national hero Skenderbeg, a
commemoration which was accompanied with nationalist displays and constitutional
demands. In several towns in Kosovo, and in the Albanian-concentrated town Tetovo in
Macedonia, students demonstrated and expressed their demands, and here the demonstrations
grew into wider popular unrest and had to be calmed by the use of force. The claim for a
Kosovan republic was sensitive not only to the Serbs (the ‘Metohija’, in what was then called
Kosovo-Metohija, refers to the land of the Orthodox church, which has a large concentration
of mediaeval monasteries there), but also from an inter-republican perspective, for example
with regard to Macedonia. While a more concessional policy was pursued towards Croatian
nationalism, this was not extended to the Albanians. However, in January 1969, in response to
the 1968 demonstrations, the Serbian Parliament adopted a constitution for Kosovo, and

Kosovo received its own Supreme Court and Albanians were allowed to display their own
342

flag.
The liberal reforms that had been launched successively since the mid- 1960s were confirmed
officially in the 9™ Congress of the LCY in 1969. At the Congress a number of changes were

introduced and the lively debate that developed pre-signalled those highly complex

procedures of the Federal, Republican, and communal elections that were held the same

31 Rusinow, D (1977): 239
32 See further Vickers, M (1998): 169-170
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year.”* Three important changes should be mentioned here. First there was the creation of a
Federal Executive Bureau directly under Tito, which was to ensure that some federal political
direction would be maintained in the, by now highly federalised, Yugoslav state. Then, the
party organisation of the Yugoslav Peoples Army was given increased influence so that the
party representatives in the Army would have their own Congress, and the Army was given its
own representatives in the Party Presidency separate from those coming from the republics
and provinces. This introduced the army onto the political level to a previously unparalleled
degree and this became an important element for the political calculations on a federal level
later on. Third, there was the implementation of the (already existing) rules for rotation of the
representatives, which resulted in the old veterans of the revolution being circulated out of
office and the introduction of a whole new and younger cadre of representatives on party
congresses, republican central committees and into other offices.>** This in effect completed a

generation shift within Yugoslav political life.

Legitimacy crisis and the re-articulation of the national question 1969-71: towards

(con) federalisation

The second half of the 1960s thus marked a new phase in Yugoslav history. The
modernisation programrﬁe had started to produce effects in the country in the 1950s and
1960s albeit with various effects in various regions and a strong internal uneven development
stretching from northwest to southeast and from town to village. The aggravation of socio-
economic problems that came after the initial phase of this programme, coupled with disputes
over the nature of the state organisation, led the LCY to opt for a reformulation of the political
economy and the state structure, a political struggle won by the so-called reformists. However
the increased decentralisation within state and party had created new interests, a new
infrastructure and empowered new agents operating in that infrastructure, to formulate their
regional interests. Self-management had at the same time created and empowered new agents
who fought for their own fiefdoms. In the sense that this was ‘nationalist’, as in many cases it
was, it was a nationalism that had taken a new form in a changing political-economic and

social climate. The agents were new, as were their objectives.

313 For an account of the lengthy and complex procedures of nominating represcntatives, filtering them, electing
and re-electing them sce Rusinow, D (1977): 260-266

** For more details sec Rusinow, D (1977): 255-260. He provides the figures that 90 % of the new delcgates had
never before attended a Party Congress and some 2/3 of the delegates of the Republican CCs were new.
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Yugoslavia’s sensitive position within the international political economy, and towards
external economic agents, made its independence highly conditional. In its struggle for
independence it had come to rely on securing access to western capital and markets, obtain
licences, as well as maintaining a position of balance between the Soviet and NATO camp.
The development strategy Yugoslavia had chosen, and its strategic position, made it
impossible for the federal government to pursue a macro-economic policy as it suited
(Keynesian-style counter-cycle policy was for example not possible) and instead federal
policy became a domestic translation of the external conditions given. This condition made
the federal government preoccupied with trade deficit, foreign debt, and conditions for access
to foreign capital, which in turn undermined the federal macro-economic policies that were
supposed to foster growth and employment.*** As analysed by Woodward, this vicious circle
of foreign policy translated into political conflicts between so-called liberal and conservative
policies, which were primarily defined by industrial policy and its organisation, but because
policy was so sensitive and responstve to international (external) factors there could not be a
total victory for either side and instead the internal conflicts came to focus on access to

34 Conflicts over the

capital, thus translating political conflict back into economic conflict.
political economy were normalised and institutionalised in western democracies as a part of
the very operational structure of democracy. In Yugoslavia the danger lay in the fact that

economic interest spheres could be crystallised along national zones.

Notwithstanding those mainly economically configured conflicts, the 1960s had also brought
the opening of a new climate of public expression. Intellectuals, artists, and finally students
who started to voice claims in the new political and social space also articulated a new
agenda. It was the voice of modernisation and a critique framed on socio-economic
parameters in some instances, on cultural-linguistic concems and against political domination
in others. Finally, some of the protests had no nationalist features at all. There were strikes in
many areas, but generally there was never a bridge between different social groups to include
workers, peasants, students, and so create wider political mobilisation. To the extent that
interests were locally anchored among the workers and peasants, they never explicitly
challenged the core foundations of the legitimacy of the political project that was Yugoslavia.
Some of the core pillars (self-management and multi-national federalism, but not the non-

alignment) of the Yugoslav idea were however in need of refurbishment. The crystallization

35 Of, Woodward. S (1995): 258 and Chapter 7 en bloc
* Ibid
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of the Yugoslav framework had from the beginning been moulded republican- and province-
wise to satisfy and accommodate, and so neutralise, national sentiments. The brotherhood
between nations “bratstvo i jedinstvo” (“brotherhood and unity”) was considered not just
some communist rhetoric, but truly the only way forward for small nations with big
neighbours during and after the war. Among some political forces within the party, it was
calculated that modernisation would replace the national affiliations with a more “modern™
and truly socialist spirit, whereas for others it was essential that ‘brotherhood and unity’ be
understood as national co-existence without replacement by “unitarism™.>"” Yugoslav national
identity never occurred as a replacement for other national affiliations, but only as an
umbrella accommodation over them (one was Croat and Yugoslav, or Yugoslav and Serb, and
so forth). In fact, by the time it eventually did occur as an alternative, it was debated as
constituting a problem, and this was only by the census in 1981, when some 6 % stated that
their nationality simply was ‘ Yugoslav’, although the number was much lower in some

places, such as Kosovo (far below 1 %).>*

In the course of seeking a formula for governing these nations the party had to meet
concessions and eventually empower local interests instead of bridging them. From having
been conceptualised as an agent for modernisation the state was increasingly becoming a
framework for managing a nationality and ‘inter-regionality’ problem that could only be
worse without that state. The alternative had been inter-ethnic struggle and foreign
domination. The state was slowly being transferred from an active agent of governing the
political economy to becoming a shield and negotiator against foreign powers and an umbrella
over the (mostly multi-ethnic) ‘nation-republics’, between which all political issues were
increasingly voiced in national terms. The rise of the national problem in new forms at the end
of the 1960s signalled that the Yugoslav state such was not questioned, but that it could only

be allowed to be a weak one.

A real challenge to its legitimacy came in 1969, and it came from Slovenia and it started over

a motorway. In the summer of that year Yugoslavia applied to the World Bank for assistance

*7 This was essentially the dividing line between Kardelj. and his followers. on the one hand. and Rankovié.
with followers. and to some extent Tito himself, on the other. Sce the discussion in Jovié, D (2003); The
continuous presence of the debate between ‘centralist’ versus “decentralists” (or *statism’ - “de-statism’) can be
noted as late as 1988 in, the previously mentioned, Devetak, S (1988) “The Equality of Nations and Nationalitics
in Yugoslavia™, Ethnos 32, Braumiiller, Wien: especially pp. 102-103

3% For example: Jovié, D (2003). The percentage of declared *Yugoslavs® as almost 6 %5 in 1981 can be
compared to the less than 1.5 % in the 1971 census. Calculated from figures given in: Jugoslovenski pregled
1983/3, Savezni zavod za statistiku; Statisti¢ki bilten 1295.
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for a motorway programme. The Bank had already agreed to infrastructure-development
credits, and the federal agreement had concretised this to include three highways, one
respectively in Slovenia, Croatia, and Macedonia. After the loan had been signed the Federal
Executive Council decided to postpone the Slovenian highway and first prioritise a number of
other constructions, including a strip between Serbia and Croatia. Eventually all the projects
were undertaken and the road constructions were not affected. But the decision in 1969 was
received with violent reactions in Slovenia. The Slovenian representatives traditionally had
close ties with those of Croatia and Macedonia and they had constituted a kind of reformist
block within the federation. Now this link was broken and the Slovenes felt betrayed by what
they perceived to be a Serbian-Croatian deal on their account.>* Widespread popular protest
arose in Slovenia and the Slovenian representatives stated that this would bring consequences
for inter-republican relations. The whole issue threatened to bring down the federal
government and as a sign of how seriously upset the Slovenes had been by the affair the
president of the League of Communists for Slovenia, France Popit, finally explained that

Slovenia did not have any intention of leaving the Yugoslav federation.*>

The whole affair had stirred up Slovenian feelings, but the Slovenian position soon calmed
and they were back supporting a federation, which took rapid steps towards increased
federalisation. These step§ were taken in parallel with an evolving crisis of nationalism in
Croatia. It was here, in Croatia, that the most serious threat to the Yugoslav project was
formulated. What made it specific was the fusion of nationalist fervour in public and cultural
organisations and media, on the one hand, and the republican leadership, on the other.
Between 1969 and 1971 several additional steps were taken to decentralise the economy,
reaffirm the sovereignty of the republics and move the federation to the limit of confederation.
In 1970 Tito raised the issue of organising a framework for his succession and the creation of
a collegial Presidency respecting the ‘ethnic key’ of Yugoslavia as it was constituted by
republics (after his death in 1980 with the constant rotation according to this key) was created.
A new cluster of amendments to the 1963 Constitution was also being worked out. One of the
laws passed in 1969 gave republican control over territorial defence units. Another aspect was
the attempt to introduce a new phase in self-management. In order to escape inter-republican

stalemates other institutions in society, such as the trade union federation and the council of

3% For alliance politics and this issue see Ramet, S (1984/1992): 94-96; cf: Wilson, D (1979): Rusinow. D

(1977
3% Ramet, S (1984/1992): 96
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self-managers, were brought in to elaborate proposals. It was at this point that the “OOURs"
(basic organisation of associated labour) and the “social compacts™ were introduced. The
division of companies into working units (OOURs) and fusion into complexes (SOURs) has
already been discussed above. The introduction of this element was a way of seeking a
formula for decentralisation, which did not directly boil down to national-republican, and to

give new impetus to self-management. Instead it fragmented the economy and society.

The leadership in Croatia had now broken its alliance with Slovenia at the inter-republican
bargaining level and, coupled with the increasing display of nationalism in Croatia, it had
increasingly isolated itself. Croatia wanted more decentralisation, especially on all economic
matters in order to free the republic from any, as it saw it, discriminatory tendencies from
import-export firms and banks in Belgrade.”*! Their claims to keep more of the foreign
currency eamed by Croatian enterprise within those enterprises, or within the republic, had a
good basis (and their claims were also eventually met), but other republics had equally
powerful claims. For example, if the Croatian tourist industry eamed foreign currency, then
why should other republics supply this industry with below-the-market-price food products if
they could have no claim on the eamings from the end product?’*? The Yugoslav economy
was inter-linked in such a way, from raw materials to end products, that it was not really
possible to calculate what would constitute ‘just’ productivity or earnings on a republican
basis. The inter-republican stalemate on a federal level could develop because of the veto-
right of each republic. As Croatia exercised this threat to push through any demands they
increasingly alienated other republics and drove themselves into isolation. The Croatian
leadership now embarked on a strategy underpinned by the belief that they themselves, in
Croatia, could realise a better form of socialist self-management economy and socialist
democracy, and thereby take the lead in the economic field. The idea was that, with Croatia
already (after Slovenia) being the most developed economy, further reform measures and the
promotion of a more modern economy, could take the lead in one republic even if the other
republics did not want to follow immediately. Croatian party representatives sought a new
strategy to achieve legitimacy for, and power behind, the Croatian push for confederalisation

and further reform. A group within the Croatian leadership saw an opportunity in receiving

! For the whole Croatian Spring discussed here, see Rusionow, D (1977); Denitch. B (1976); compare a partly
different interpretation in Ramet, S (1984/1992) and another in Jovié. D (2003). The interpretations do not differ
in essentials. but Ramet tends to sce more canse for the Croatian claims than for example Denitch docs, w hereas
Jovi¢ emphasizes the intra-Croatian elements of the conflict.

*2 Cf: Denitch, B (1976): 196
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support through the nationalist euphoric tendencies, which existed within the bulk of the
cultural, media, and academic circles in Croatia. Essentially it was a policy for reforming the
political economy, but with the presence of parallel nationalist tendencies, the strategy - to
seek support for the former - was to fuse the two currents (not dissimilar to the events in
Serbia in 1986-87 under Slobodan Milo3evié, which will be discussed later). The most
forceful vehicle of Croatian nationalism was the cultural organisation, ‘Matica Hrvatska’
(Croatian Queen Bee). From these circles a homogenisation strategy was developed, in which
popular mobilisation and propaganda were utilised, and where emphasis was placed on the
conviction that Croatia was disfavoured and exploited within Yugoslavia by other
nationalities (especially Serbs).>** The attempt to mobilise and homogenise along ethno-
national lines created a split within the Croatian party leadership, but the wooing of nationalist
forces had created a momentum, which the republican party leaders could not control. The
public scene in Croatia had evolved into euphoria with nationalist outbidding. The
“moderates” were driven out of office and the hard-line triumviate continued to utilise
national feelings while at the same time becoming hostages to it.>** The interest in renewing
the political economy and republican autonomy was merged with cultural and nationalist
claims. It thus turned into the movement, which was later to be labelled the ‘Croatian spring’
(of 1971). It must be noted that the Croatian policy was still devoted to self-management
socialism, at least in theory. In fact, the self-management argument against other forms of
socialism (state capitalism), that is, that the workers would be alienated if they did not
dispense of their income and that it would be unfair to take the surpluses they created away
from them without their consent, was merely extended to a republican level **® That is, it
would be unfair to take surplus from the republic for the federation without the consent of that

particular republic. Nationalist euphoria culminated during that year with mass

353 The Croatian claims spanncd from the reasonable to the unintelligible. Among the claims were that the
Croatian nation was threatened by a demographic plot from Belgrade, which encouraged Croatian workers to
emigrate as gastarbeiters, while Serbs secretly took their place. It was claimed that the demographic indicators
showced that the Croatian nation was endangered, that Serbs were trying to “Yugoslavify” them and eliminate
them as a nation. Further, some argued, there was the threat of “Serbification” of the Croatian language, and a
Croatian orthography was published introducing words that had not been in use since the nincteenth century.
There were claims that Serbia was trying to split off Dalmatia (where a distinct regional identity and dialect
existed) and by claiming that there did not exist any orthodox Croats, but these were Serbs in disguisc secking to
infiltrate the nation (a Croat was per definition Catholic), et cetera. Those academics and politicians who
distanced themselves from the nationalist euphoria were condemned with appropriate invectives at the time as
being "Unitarists’, ‘Rankovicite’ (referring to Aleksander Rankovi¢), "Neo-Cominformists’, and so on. See for
example: Ramet (op.cit) pp. 100-106. An arsenal of appropriate offensive terms of the time from respective
communist camps may include: “neo-Stalinists”, “Pseudo-liberals”, “Anarcho-syndicalist deviation”, “Anarcho-
liberal”, “Cominformist”, “Rankovicite”, “Counter-revolutionary”, “Nationalist linked to bourgeouis decadent
emigré centers” and so forth. (used in rhetoric between the USSR and Yugoslavia or within Yugostavia).

4 Under the leadership of Savka Dab¢evik-Kuéar and supported by Miko Tripalo and Pero Pirker

** Denitsch, B (1976): 195
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demonstrations, the displaying of nationalist symbols, rallies, various inter-ethnic
provocations, a wide-ranging student strike and student demonstrations, and various extremist
claims. The numbers were many, the students who went on strike alone numbered 30 000, and

the popular demonstrations could on occasion number up to 100 000.%%

However, although
attempts were made at homogenisation, and claims that “nation” and “class” were the same (a
Marxist heresy), the trade union and the broader stratum of industrial workers did not
participate. Instead it was from this group that the strongest protests against the political
strategy of the leadership were made. The nationalist mobilisation was comprised of the
cultural organisation Hrvatska Matica, which expanded its scope and generated numerous
sub-branches to the extent that it started to look like a party-organisation, together with
various intellectuals, students, and middle or lower party officials. The party leadership had
moved itself into a stalemate position.**” The whole situation was brought under control with
a small display of force (but little violence) and a threat of using the army, the arrest of ;
several hundred students as well as the leaders of the Matica, followed by the "voluntary”

resignation of the republican party leadership.?*® In the culmination of it all, one must further .

add Tito’s incontestable personal authority. His authority did not only come from the power
of his office, but equally in his person. He was the leader, the grandfather of Yugoslavia,

master-man of the revolution, and the respected international statesman.

With some of the old, previously marginalised, moderates now reinstalled as the new

republican leadership, the situation in Croatia slowly calmed down. The Matica and its

various newspaper-publications were banned. The party was filtered and several thousand

members were expelled from membership. In effect it was a clean sweep of the party branch

in Croatia. The purge of reformists, or so called liberals, was not limited to Croatia, but

affected Serbia too. Here, the reform-oriented party officials could hardly be accused of

nationalism. In a kind of “cultural revolution”, which affected several republics, Tito |
effectively regained control and did away with party officials, directors, and even university
professors. In Croatia the process lingered on for another two years, but in parallel the .
Croatian republic was met with concessions to most of their initial economic claims and the

re-negotiation of the new constitutional formula could begin. As if the republic had been

356 Cf. Ramet. § (1992/1984); 127-129

337 A situation/position within chess in which the King cannot move. but still is not checkmate.

%8 In the 1970s there were also demonstrations in other parts of Yugoslavia, including Montenegro and Slovenia.
The response from the central federal authorities to these upheavals varied from compmmises and system
reforms to repression. There were political trials all over the country, and especially in Croatia the students
received harsh treatment and prison sentences of up to four years.
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rescued from itself it was back as a partner in Yugoslavia. Three features stand out as
important consequences. After the explicit threat to bring in the army, this very institution
would slowly come to increase its position in Yugoslav politics, especially after Tito’s death
in May 1980. A second feature is that the LCY now had clear evidence that the workers and
trade union had not been brought to fervour in the nationalist crisis that had developed over
more than a year (except in some areas in Slavonia). This strongly indicated a political
legitimacy that went all the way down to the factory floor. As a consequence the party was
going to rely further on those institutions, which indeed materialised from the early 1970s and
became constitutionalised in 1974. Thirdly, as the inter-republican framework inevitably
moved to even further federalisation (or confederalisation), there was a need for some
integrative structure, which was to become the LCY. Through an increased party discipline
and through increased focus on self-management the republican centrifugation could be
allowed, and fulfilled, with Yugoslavia still remaining one country. The emphasis on
refurbishing self-management was a necessity. It was not only the Yugoslavs grand

3% it was also at the core of the Yugoslav idea. Re-

innovation within political theory;
emphasising self-management meant that the disputes within the political economy, that is,
the economic concentration to banks, import-export firms, and various technocrats, could be
attacked from a political economic and socialist position rather than from a republic-national
position. With the more condensed LCY and with a revived self-management, one could
afford a confederalisation, and indeed both have the cake and eat it. If the 1950s had been the
decade of “statism”, the late 1960s of liberal and eventually inter-republican stalemate, then
this formula was the logical extension of the Yugoslav idea. It was upon this formula that new

political alliances could be formed.

% Or. rather one of their many innovations as various constitutional and political-represcntational obscurities
and art-works should not to be resented.
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CHAPTERSS

RE-FRAMING YUGOSLAVIA: FROM A RE-NEGOTIATED STATE TO ITS
BREAKDOWN

The new federal Constitution of 1974 was both the result of extensive bargaining and
compromises between various regional political and economic interests, and a logical
extension of the reform process related to self-management. In the new Constitution
Yugoslavia was formally and thoroughly federalised with full autonomy for the six republics
(Slovenia, Croatia, Serbia, Bosnia-Hercegovina, Montenegro, Macedonia) and the two
autonomous provinces within Serbia (Vojvodina and Kosovo). The new constitutional
framework provided the domestic architecture in which political and economic processes
were shaped during the 1970s and 1980s, both in terms of how Yugoslavia’s interaction
within the global political economy was mediated at the national and regional levels, and in

terms of how the national question and regional relations were reorganised.

Bureaucratisation and fragmentation after 1974, global-local strictures, political

economy, and the crisis of the 1980s

In various analyses of the breakdown of the Yugoslav state, the 1974 Constitution has
occasionally been identified as the organisational architecture for breakdown.*® Still, this was
only partly the case. We have also seen how there was a new impetus to self-management
from the reforms of the early 1970s, of which the Constitution was only the formal
culmination. At the same time, however, the new drive for self-management propelled an

explosion in bureaucracy.

The bureaucratisation of the 1970s took place mainly at the level of the republics and
provinces, where all social relations in turn were bureaucratised on a local level. The
economy became fragmented into separate feudalities, governed through a political-

bureaucratic structure, which was pervaded by informal networks and clientelist relations.

3% For example: Dimitrijevic, V (1995) “The 1974 Constitution and Constitutional Process as a Factor in the
Collapse of Yugoslavia”, in Akhawan, P & R. Howse (Eds) (1995) “Yugoslavia. the Former and the Future:
Reflections by Scholars from the Region™ United Nations Research Institute for Social Development, Geneva:
45-74
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Informal networks had presumably always played a considerable role in the operation and
governing process through various segments of society, whether enterpnse or commune, but it
was the manner in which informal networks and formal institutions were combined, rather
than the existence of the former per se, which provided for successes or failures. Initially the
informal structures simply provided the necessary personal networks to operate the system.
Such networks, often (but not only) of a traditional kind, based upon kin, ethnicity, and with
regard to Albanians upon clan as well, translated into the formal institutions of self-
management and provided for clientelist relationships and separate track channels within and
between those institutions. The Croatian sociologist Josip Zupanov has shown how various
attempts to eliminate informal networks within particular enterprises, through the replacement
of people, merely resulted in the enterprises becoming unstable or even dysfunctional, and
able to operate fully again only when a whole new informal network had replaced the
previous one.*®! Zupanov describes different strategies that a Director could use in order to
control and exercise governing of the enterprise in which he worked, and concludes that the
only successful avenue would be to introduce or develop his own informal circle, which had
to occupy key positions. In several cases of the reorganisation of enterprises, observed by
Zupanov, the sole purpose of the reorganisation was to replace one informal network with
another. Such strategies could require considerable time, and in one case it was necessary to
undertake three consequent reorganisations before the old informal network had been
eliminated and replaced with a new one. For this reason Zupanov concluded that the
introduction in the early 1970s of mobility of directors (on a four-year basis), which aimed to
overcome the problem of clientelism, created more problems than it solved. Although
clientelism, and the offering of favours, such as allocating flats and so forth in return for
loyalty, might have been a disturbing element from a socialist ideological point of view, and a
threat to self-management rights as well as subversive to organisational goals, it was the
connecting social tissue in the whole working organisation, Zupanov writes.*** Similarly, a
study of Veljko Rus and Frane Adam on enterprise in Slovenia noted how a hidden coalition
between different heads of units protected each other and their respective interests, as well as
other ‘patrons’, and maintained a network within which favours were distributed, including

irregularities in the allocation of flats and the upholding of fictive working positions for

3! Zupanov, J (1977) “Sociologija i samoupravljanje” Skoljska knjiga. Zagreb: 202-214; Zupanov's studies were
conducted in the 1970s.
362 Zupanov, J (1977): 211 (my summary).

160

- —_— e— e o e ————— s —



clients.*** Rus and Adam further describe how various units within the same enterprise
communicated their problems via the municipality, rather than directly to the leadership of
their own enterprise, and they noted a peculiar case where an individual who had been
formally removed simply remained in his working position, while all colleagues, including

the lawyer of the firm, continued to accept his signatures on official documents.>**

The persistence of such traditional ties, informal networks and clientelism, permeated society
and its institutions, and increasingly threatened the whole fabric of society after the
considerable decentralisation of the state and economy and the accompanying empowerment

of the regional and local institutions.®*

In order to maintain a social contract, support, and legitimacy at the local level, various
particularistic interests were defended by the local elite, which guaranteed work and social
security in return for loyalty, while there was no governing authority above to connect or co-
ordinate the economy. The overall effect came to be a highly inefficient economy, where
small enterprise or regions were exposed to market forces, without taking measures to achieve
economies of scale, efficient allocation, or coordination. Moreover, a considerable informal

economic sector developed aside from the social and private ones.

As analysed by Carl-Ulrik Schierup, the intermarriage of the market reforms of the 1960s and
the constitutional reform of 1974 had an effect of fragmentation upon Yugoslav economy as
well as society and in the economic decline that followed, there came about a
retraditionalisation of society and an accentuation of clientelist networks rooting themselves
in the whole economy.*®® The combination of the market reforms of the 1960s and the
political compromises and constitutional reforms in 1974 was in fact going to create a climate

unfavourable to development instead of promoting it.

Moreover, in the 1970s the federal political-administrative elite started to dissolve and after
the 1974 Constitution, the further decentralisation of the federation resulted in political space

effectively being split up according to republic and province borders, which was particularly

33 Rus, V & F. Adam (1986) “Moé i Nemoé samoupravljanja” Globus, Zagreb: 159-163: Rus’ and Adam’s
studies are from the 1980’s,

3% Rus, V & F. Adam (1986): 159-163

365 This has also been discussed by for example Schicrup, C-U (1990)

366 Schierup, C-U (1990) and (1999) “Memorandum for Modemnity™ in Schierup, C-U (Ed)(1999) “Scramble for
the Balkans™” MacMillan: 32-61
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prevalent since the party itself had been divided into eight separate regional branches and an

additional separate branch organisation for the army.

The combination of the political and economic reforms created a Yugoslavia where the
republics looked increasingly like separate national states (albeit very heterogeneous). The
new republican bureaucratic elites were led by particularistic motives pursuing protectionist
measures against the others, with similar features existing on a regional and sub-regional level
as well.*” The long-term concepts of development were lost in the process, and
macroeconomic policy became increasingly difficult to manage. A major problem was the
uneven regional development in Yugoslavia, where differences between the more developed -
republics and the underdeveloped republics, especially Kosovo, continued to grow.*®® In
Kosovo itself the high demographic growth was ‘eating up’ all developmental gains.>*
Unemployment was unevenly distributed over the Yugoslav republics. By the turn of the
1980s official unemployment generally was towards 14 %, but it was much higher in Kosovo
where up to 80% of the population, and an even larger proportion among ethnic Albanians,
had to rely on the private sector or be registered as unemployed.*” Thus, there was a
structural pressure to rely on traditional ties (clientelist, kin and family), which were
operational outside the public sector. In effect the Albanians largely relied on a political and
economic network in extended families and the villages, resembling a parallel society

alongside the formal economy of the Serbs.*”}

As long as the economy grew, and as long as there were still credits, the crisis was not acute,
which was the case until the early 1980s. The Yugoslav economy continued to grow up until
1982, with an annual rate of growth for national income around or above 5 per cent.>”?
Throughout most of the 1970s living standards could generally be maintained at a high level.
The early *70s started with good indications of economic recovery, there was a general

expansion in employment during the 1970s, and urbanisation gained further pace with people

%7 For example Schierup, C-U (1999); Goati. V (1997) “The Impact of parliamentary democracy on cthnic
refations in Yugoslavia 1989-1995" in Janji¢, D (Ed)}(1995) “Ethnic Conflict Management™ Longo Editore,
Ravenna: 53-93; Ramet, S (1992/1984) in passim

%% This will be discussed below, but for some figures sce for example Bogosavljevié, S (1994) “A Statistical
Picture of Serbian-Albanian Relations™ in Janjié. D & S. Maliqi (Eds) (1994) “Conflict or Dialogue” Open
University, Subotica: 17-29

%7 Cf, Bogosavljevi¢, S (1994)

0 Woodward. S (1995): p. 347 and 342

¥ Woodward, S (1995): 342

2 Dyker, D (1990): 91
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coming in from the countryside to the urban centres for job-opportunities or university
education. But at the same time the structural problems within the Yugoslav economy (such
as increasing energy use per production unit, the structural foreign dependence on production
and the deteriorating value of exports relative to the imports needed for export) coupled with
slackening markets abroad, soon forced Yugoslav leaders to scale down domestic
development goals and focus energy on coping with the problems in foreign trade balance.>”
After 1979 employment stagnated. The second ol crisis had a direct impact on Yugoslavia’s
terms of trade and from 1980 onwards there may even have been a substantial amount of

export at a loss.>” Let us qualify the international circumstances for this.

Although there were considerable economic-structural problems inside Yugoslavia, the
rapidly accumulating economic crisis was largely conditioned by a deteriorating opportunity
structure following the restructuring in the international political economy. In fact
Yugoslavia, just on its way to integration in the international division of labour, opted for a
reorganisation of the state and political economy at the time when global economic conditions
were redesigned. A fundamental change in the international monetary system came with the
US strategy to restore its global dominance over capital by abandoning the US dollar’s
linkage to gold and turning to a pure dollar-standard international regime (in 1971), and then

3.37 As shown by Peter Gowan, the first oil

by promoting the first oil crisis in autumn 197
crisis was not an anti-American and anti-Israeli response by Saudi Arabia in reaction to the
Yom Kippur war, but a US promoted oil price shock (with quadrupled prices in oil), directed
against Japan and Western Europe.>’® The rationale was that, since the oil price was fixed in
dollars, there would be a sudden influx of dollars to the oil rich Arab states, which they could
not reinvest domestically but had to place in (primarily) the American financial system
(American banks and Wall Street), thus boosting the latter. This was followed, in 1974, by a
strategy to release capital control and to allow private banks and capital to move to the centre
of international finance.>” The inflow of petrodollars to the private banks had to be
reinvested and a round of extensive borrowing to less developed countries (and others) was

promoted. The first oil shock had only a limited and indirect effect on countries like

Yugoslavia, but it constituted the first phase in the coming debt trap. For Yugoslavia, and

3 D’ Andrea Tyson, L (1980) “The Yugoslav Economic System and Its Performance in the 1970's” Institute of
International Studies, University of California at Berkeley: 87

374 Dyker, D (1990): 125

75 Gowan, P (1999) : 20-22, Ch. 3 and in passim

¥’6 Gowan, P (1999): 21

37 Gowan, P (1999): 21-24 and, Ch. 3 and 4 en bloc
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many countries in the periphery, it was, for several reasons, economically rational to borrow
money for their industrialisation programmes: first, the new terms for international finance
appeared to function reasonably well; second, the strategy of indebted industrialisation
provided a route for development as well as integration into the world economys; third, the
loans and credits from banks were given with interest rates that were favourable in light of
current and expected inflation.*”® The blow came with the second oil crisis (induced by the
revolution in Iran in 1979). First, because the US switched strategy to a restrictive monetary
policy, and from maintaining a low dollar currency (which had been favoured by the Carter-
administration in order to stimulate industrial investment) to suddenly raising interest rates,
and thereby changing the conditions for the loans, which led to a direct debt crisis for many
countries.’™ Second, because it created a global economic recession, which directly affected
exports (and thereby trade balance and credit worthiness) for many peripheral countries,

including Yugoslavia.

The deterioration in terms of trade and the increasing interest rates from foreign debts had to
be financed at the cost of the workers.>*® The drop in wages and living standards in the 1980s
(particularly 1989-91) led to fear of poverty and to mass frustrations. The fall in living
standards culminated to around 30 % by 1984.%!

Now unemployment came to change qualitatively. While unemployment was a problem for
the new generation in the 1970s, it became in the 1980s an acute problem for the urban
middle class and also for the industrial working class. For the latter group the countryside had
usually offered a retreat, but with the modernisation of the country the agricultural sector
decreased and soon there was no possibility to absorb workers here either. Moreover, the
possibility to migrate and work as gastarbeiter abroad decreased significantly after the second
half of the 1970s as Western European markets became more protective, while the industry
there underwent restructuring. Unemployment, as well as social services and housing were
generally a local responsibility. The rising unemployment pressure eventually strengthened an
increasing closeness of the localities towards people from the outside. As has been discussed

by Woodward, unemployment was increasing, but made invisible through strategies of relying

%78 Gilpin, R (1987): 318; and Gowan, P (1999): 48

¥9 Cf. Giplin, R (1987): 318

39 Cf. Babié, M & E. Primorac (1986) “Some Causes of the Growth of the Yugoslav External Debt” Soviet
Studies, Vol XXXVIII, No 1, January 1986: 69-88 (especially p. 70); and Woodward. S (1995) in passin;
Dyker, D (1990)

1 Dyker, D (1990): 125
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on the private sector and on traditional ties, such as the family and connections to land ***
This meant than in terms of redundancy women who where married had to leave first (as they
were expected to be supported by their husbands), and people who had private land were
expected to be able to rely on it, and so on. Unemployment meant exclusion from some
political rights connected to the production centres and the social sector, and thereby
essentially a form of combined social and political exclusion.”* From the 1970s onwards the
self-management units became more exclusive (instead of inclusive), and there followed an
increasing reliance on the private and traditional sector to cover for the public sector, and
consequently a segregation of the political world of the employed from the unemployed ***
What followed was in effect the increasing segmentation and atomisation of society along the
very premises of those local and functional units of self-management that the Yugoslav
system had promoted. Consequently a large part of the Yugoslav working class was

marginalised.

Yugoslavia was now confronted with a number of structural problems. On the one hand, in
the various negotiations to liberalise its political economy, and to address national and
regional issues, it had produced an intemal feudal-like architecture for its whole cconomy,
and on the other hand, it had for reasons of its independence, and very form of political
economy, a heavy intermational dependence on the whole industrialisation project. It needed
the global market, foreign credits, and technology imports and licences in order to integrate
into a global division of labour, which was the essence of its development project. But with
increased protectionism in the wake of a global recession and crisis, the world prices of their
manufactured goods decreased. Now, the generally increasing prices of spare parts and
components needed for the exporting industry (mainly light manufacture) resulted in

increased production costs and less competitive Yugoslav exports on the world market. From

32 Woodward, S (1995): 320-22, and generally chapter 9 en bloc

383 Woodward, S (1995): 320-327, to be read in the context of Ch. 5. Woodward provides a detailed analyvsis of
this issue, which can only be briefly summarized here. Since the political system was structured around the
economic systcm. certain political rights (participation in cconomic and policy issucs) were hinhed to
employment in the social scctor. It was collective units of property holders, such as republics and enterpriscs,
which had bargaining power over credit and moncy (with a division between such units rather than between
employers and workers). Social ownership tied the emploved persons” interests in higher wages and secure jobs
to the economic results of the employers. Political rights of participation in ¢conomic decisions and policy were
connected to the value produced in the public sector. The party depended on the support from the managers, and
the employed had an influence in the election of managers (with some exceptions). which in lum created a
patron-client relationship between, especially, those on clection committees and the managers. Uncmplos ed
people or workers in the private scctor were outside this system and could be represented politically onh in local
and neighbourhood assemblies of voters.

34 Woodward. S (1995): 320-327



1974 - 80 the price for imported raw materials and components amounted to 8 billion US
dollars. In 1980 the price paid for imported materials was 18 % higher than the total amount
obtained for exports in that year.*®* Moreover, interest on the loans was rising, while the price
on exported products could not keep up. As a result Yugoslavia was trapped in a vicious

circle.

Foreign debt had increased steadily from the mid-‘70s reaching some 20 billion US § in 1981,
it continued to remain at this high level, and accompanied with deteriorating terms of trade,
the translation in the domestic economy was stagnation in the levels of aggregate |

production.>*¢

In order to overcome the problems and move further in developing its newly industrialized
economy, Yugoslavia had to reschedule international loans and obtain new loans for
investment. But, as discussed in chapter 2, the policy in the World Bank and the IMF was
now directed by a new paradigm. The same paradigm that fuelled Yugoslavia’s debt crisis,

with a consequent economic and social crisis, underpinned international aid from the 1980s

onwards (albeit, as discussed in the Introduction, with some changing contours).

With the new neo-liberal, Reagan-Thatcher, policy in the World Bank, Yugoslavia was
pressed to carry out structural adjustment/stabilization reforms and an export-led development
strategy for which both the international economy and Yugoslavia’s economy were highly

unsuitable, and which came to accentuate the foreign debt crisis further.’®’

The structural adjustment loans that Yugoslavia received from the World Bank in the early
1980s were heavily conditioned for its exporting sector. For 1983 all the credits had to be
used for importing material to the export industries and Yugoslavia was pushed to reform its
policies as well as having direct foreign control in the development bank handling the
loans.*®® While Yugoslavia had deep internal regional differences, foreign capital had to be
invested in the already industrial regions where they were expected to give the best results.**

The reforms Yugoslavia was pushed to pursue included massive direction of resources away

3 Chepulis, R (1984): 6.

%6 Cf. further Dyker, D (1990): 124-125

7 Chepulis, R (1984): Compare Young, B (1999): for a good discussion on the role of foreign creditors and the
consequent economic policy debates: Liki¢-Brboric, B (2003): Ch. 4

¥ Chepulis. R (1984)

3 Ibid

166



from domestic capital investment, currency devaluation, removal of subsidies for salaries and
operating costs, freeing interest rates and similar reforms.’* Tighter restrictions on
international credit forced the country to import less reproduction material, with the result of
stagnation and decline in productivity.*” Moreover, in the huge debt crisis the government
was forced to pursue restrictive policies and reduce the import of technology, while the
western world was in the midst of an information technology revolution. The policy of the
international creditors forced a devaluation of the dinar, first in 1983 and then again in 1988,
down to the black market value, at which the dinar had remained well below the official price
for several years.”? This was accompanied by escalating inflation. The difference between
production costs and export prices was compensated at the expense of workers income and by
raising prices on the domestic market. Those who could manage best in this situation were the
peasant-workers, who had land to fall back on, and who could supplement their living costs
by trading directly and informally with the fruits of the land. The urban population, which had
to rely only on wages, faced the hardest decline in living standards. By the 1990s the
economic situation was even worse. All the major trading partners of Yugoslavia during the
1980s — Eastern Europe, the Soviet Union, Iraq, and Kuwait — disappeared, while facing the
prospect of a protectionist European Union.**® The sanctions imposed on Iraq left Yugoslavia

uncompensated (while some other states received compensation).*”*

Hence, unemployment, social exclusion from protective clientelistic bureaucraticaliy
governed social-economic entities, and restrictions in consumption, created a social crisis in
the 1980s, at which time national tensions also generated severe concerns over the future of
Serbian-Albanian relations in Kosovo, as will be discussed below. The economic and social
crisis was the result of the combination of the domestic fragmented governing structure that
had been formed and the new global market and financial conditions to which Yugoslavia had

to abide, as well as the direct development policy pressures forced upon it.

The 1980s further saw a change in the political leadership. Within a few years three of the
most prominent leaders died. Tito died in 1980, Edvard Kardelj in 1979 and Vladimir Bakari¢

3% Young, B (1999): 153

' Cf. Babié, M & E. Primorac (1986); Dyker, D (1990)

32 Cf. Dyker, D (1990); 128-131 and Ch. 7 in passim

3 Young, B (1999): 153

%4 The loss in trade may have amounted to some 5 % of the GNP
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in 1983, which considerably eroded the inherited political authority of the centre.*** After
Tito’s death the regional and local elites consolidated their power-base in their respective
republics and party branches. Within the Yugoslav political elite strong divisions developed
which, in the struggle for political constituencies, were transferred to other sectors, as the
republican and political elites looked for allies among the emerging nationalist political
opposition in their respective environments, and thereby transformed inter-party political
conflicts into inter-ethnic ones.>*® As the chief interpreters of social and economic events,
they could manipulate their power base by interpreting all social problems as national or
ethnic issues. In this manner, the new type of alliances that were formed on the local level

transformed, through the 1980s, into broader populist-nationalist movements.

The federal government was no longer able to offer much to the localities and at the same
time the remains of federal resources were questioned. On top of this came a number of
strategic concerns. In the mid 1980s, after the Reagan-drive towards an arms build-up of US
forces, followed by high military spending in the NATO countries and increased NATO
activity in the Mediterranean, Yugoslavia was forced to sustain resources for military and
security purposes. In Europe the integration of the EC, in the west, and Gorbachev’s
perestroika, in the east, meant that Yugoslavia’s strategic position and identity started to be
questioned domestically. What relation could it have to an increasingly integrated EC and
what middle-position if Gorbachev could offer a closer relationship between the Soviet Union
and Western Europe? As communist and soctalist ideology was losing its credibility the most

397 Thus the ideological legitimation was

feasible ideology to replace it was nationalism.
increasingly nationalist, as the socialist project crumbled and more basic economic survival

links strengthened. By the late 1980s the Yugoslav economy had become so fragmented that
the republics traded less with each other than they respectively did with foreign countries.*®

The various republics became increasingly dependent on economic power centres in the

* Tito died on 4 May 1980, Edvard Kardelj on 10 February 1979, and Vladimir Bakari¢ on 15 January 1983.
Tito had an uncontestable personal authority attached to his person. but Kardelj and Bakari¢ were also important
figures of the Yugoslav revolution with important political positions. Although Vladimir Bakari¢, due to his
illncss from TBC, did not occupy any of the most central positions. he nevertheless had an important informal
role in the party. The importance of the loss of such leadership should not be neglected. when looking at the
power struggle that followed between elite fractions in the 1980s.

% For example Goati, V (1997)
%97 Compare: Puhovski, Z (1995) ) “Yugoslav Origins for the Post-Yugoslav Situation and the Bleak Prospects
for Civil Society” in Akhavan, P & R. Howse (1995) “Yugostavia the Former and Future” Brookings Institution
& UNRISD, Geneva: 121-138
% For some figures on the deteriorating inter-republican relations see for example Tome, G (1988): 72

168

e — e ——— — . ———— — — —— — —— —



west.>” Even on a regional level, competition took highly protectionist forms, which
eliminated all benefits of a larger domestic market or resource allocation. In 1989 the last
Prime Minister of Yugoslavia, Ante Markovi¢, was elected on promises of market reform
measures to revitalise the economy. These were, however, not realisable due to political and
structural problems, because it was impossible to pursue a macroeconomic policy in the
decentralised environment, where local bureaucratic elites safeguarded their positions against
federal threats, and earlier market reforms (imposed in the 1980s) had seemingly just created

increased social sufferings.*®

Social changes in Kosovo, the development of a new Albanian elite, and Serbian-

Albanian relations

Kosovo had gradually received extensive autonomy in constitutional amendments between
1969-1971, but the 1974 Constitution enshrined it to the same level, de facto, as that of the
republics in everything but name (except the right to secession).*”! After the reduced Serbian
influence in Kosovo and the promotion of Albanian institutions, including university faculties,
an Albanian change in attitude towards the state can be noted, and an increasing acceptance
that they could express their cultural specificities in terms of participation in modern
institutions.* In obtaining control over the institutions in Kosovo, including courts, these
could be coloured by specific Albanian informal institutions. In terms of the legal system,
elements of Albanian customary law (Karnurn) could thereby be respected and in practice

partly merged with Yugoslav law.*” Hence, the new era that had started in Kosovo in the late

* In addition to dependency on foreign loans and foreign influence over economic policies, licensed production
and subcontracting was widely spread.

“% Markovi¢'s programme would have required a degree of re<centralisation and federal control, which the
republican leaderships did not accept. This went to the core of the conflict over different conceptions of the state
("statist’ versus ‘non-statist’, as discusscd earlier) and the programme of Markovi¢ represented ore of the
centralisation attempits at the end of the 1980s, while another was that of Slobodan Milo3evi¢,

1 A difference was that ‘statehood’ of the province was not recognised. and Albanians were not considered a
‘constituent nation” of Yugoslavia. Therefore the province did not formally have the right to sccession. which the
republics judicially had after agreement with the other republics. Relevant excerpts of the Constitution of 1974
are reprinted in Trifunovska, S (Ed) (1994) “Yugoslavia Through Documents From its creation to its
dissolution”, Martinus Nijhoff Publishers. Dordrecht: 224-233

“2 Backer. B (2003): 136

3 There was a considerable problem with ethnic discrimination. and informal networks. in the whole legal
system in Kosovo, whereas following Kanun often implied regulations outside the coun system. With regard to
problems in court practice compare: Magnusson, K (1981) “Nationalitctsproblem i Jugoslavien: Krisen i
Kosovo”, Bidrag till Oststatsforskningen Vol 9. Nr 2. 1981, Nordiska kommittén for oststatsforskning: 110-112
and in passim, gavoski, K (1986) "Why there is more free speech in Belgrade than in Zagreb™ Index on
Censorship, No 8, 1986: 22-23; Petrovié. R & M. Blagojevi¢ (1992) “The Migration of Serbs and Montencgrins
from Kosovo and Metohija: Results of the survey conducted in 1985-1986" Demographic Studies Vol 111
Serbian Academy of Sciences and Ants, Department of Social Sciences. Beograd: especially pp. 169-173. On the
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1960s was consolidated, which for the Albanians was further facilitated by the normalisation
in relations between Yugoslavia and Albania in 1971; a diplomatic move long overdue, but
partly spurred on by a shared anxiety of a Soviet threat following the 1968 intervention in

Czechoslovakia.*™*

The constitutional decentralisation ensured that all decisions could be taken on a republican or
provincial level, leaving only foreign policy, defence and security, and some macro-economic
elements to maintain the functioning of a common market at the federal level. Hence, the
influence from Belgrade in Kosovo was effectively abolished, although this had been the case
de facto already for several years. Kosovo was now governed by Albanians, and Belgrade had
very little insight into the affairs of the province, and still less of a say in them. At the sam
time, the University of Prishtina started to produce a new Albanian elite. Since the late 1960s,
and especially after the normalisation of relations with Albania in 1971, textbooks were
imported from Tirana, and academic and cultural contacts fostered, which resulted in a
growing Albanian influence in Kosovo. In the late 1960s the Albanian state adopted the Tosk
version as the Albanian standard language, which consequently spread to the Gheg Albanians
in Kosovo as well, gradually resulting in an increasing distance between the Slavic and the
Albanian population.*® The cultural affirmation among the Albanians was fostered at the
University of Prishtina, as well as outside it, and an Albanian movement in quest of a
republican status within Yugoslavia took deep root. The ideological legitimacy within this
movement was increasingly Marxist-Leninist with the Albanian variant ‘Enverism’ becoming

prevalent.406

role of Kanun sec also Backer, B (2003) A translation of the Kanun of Lék Dukagjini is Gjeqov, S (Ed) (1989)
“The Code of Lek& Dukagjini” Gjonlckaj Publishing Company, New York.

“1 After the gradual normalisation in diplomatic relations between Yugoslavia and the Soviet Union, after
Stalins death, the Albanian state (under Enver Hoxha) had been the hardest critic of Yugoslavia. Following the
Soviet intervention in Czechoslovakia in 1968, Albania isolated itself from the Soviet Union. The eventual
changes in the communist / real-socialist world, in the triad between the Soviet Union. China, Yugoslavia,
created a new dvnamics enabling Yugo-Albanian relations to improve. The ground for improved relations
between Yugoslavia and Albania had already been laid by Tito in the mid-1960s, with the attitude shift towards
the minorities, that they could be bridge-builders with their fellow nations in other states. and the empowerment
of local authorities on various levels in Kosovo.

“S Compare for example Vickers, M (1998): 176-177

4% Maligi. S (1998) From the late 1960s “Enverism”, the Albanian variant of Marst-Leninism, became
prevalent, such as for example in the "Revolutionary Movement for Albanian Unification” which was founded
by Adem Demagi. In the 1980s the Albanian Movement had two parallel courses. an underground (illegal)
headed by Marxist-Leninist groups, and another semi-legal, semi-public. through the activity of intellectual
associations, management bodies in the administration subsequently also in the administration, parliament and so
on. In the late 1980s there was a merge between the so-called “Enverists” and “Titoists” into a single front
against the Serbs. The ideological commitment to communism did. however, become an obstacle for the
Albanian Movement to develop into a prominent force, since the ideology was increasingly losing prestige.
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The University of Prishtina had an over-representation within the social sciences and
especially the humanities, and enrolment of students was systematically used as a measure to
hide unemployment in the province.*”’ By 1980 the university had 26 000 students and the
number steadily grew. Although there was a mushrooming of higher education institutions in
the whole of Yugoslavia during this period, and an increasing number of young people with
academic degrees, the conditions in Kosovo were particular. On the one hand the University
of Prishtina was widely considered a second best altemnative and rated below the academic
institutions in Zagreb, Belgrade, Ljubljana and elsewhere, and on the other hand many
Albanian students in the generations from the 1980s onwards did not learn to write Serbo-
Croatian, which would have been necessary for work mobility.*® As the Yugoslav economy
started to stagnate in the late 1970s and in the 1980s, it was unable to absorb the new stratum
of young academics. In Kosovo, which was the poorest region, this problem became
particularly accentuated, both because of the high proportion of humanities degrees and
because of the language barrier that developed. In this context, the humanities over-
represented University of Prishtina increasingly became a breeding ground for Albanian
nationalism. With the university, a new Albanian elite of academics and educated
professionals developed alongside the traditional elite of clan leaders and elders, which had
formulated and mediated interests among, and between, Albanians, since the Ottoman period,
and it was the new elite which came to populate the formal structures of the state and the
party in the now greatly empowered province.*” The new Albanian elite would during the
course of the 1970s and 1980s, as representatives of the communist party in Kosovo, come to
articulate the interests of the autonomous province within the league of communists of
Yugoslavia (LCY), but there were also off-shoots of much more radical elements outside the
party. In 1974 there were further demonstrations in Kosovo, calling for the unification of the
Albanian lands inside Yugoslavia, and in the mid 1970s two underground organisations were
uncovered and several students arrested for subversive operations and propaganda calling for
unification of all Albanian lands with Albania.*!® Among the non-students being arrested

were the novelist Adem Demagqi, who was charged for being the founder of the ‘National

“7 Cf. Reuter, J (1984): 259-264

“% On the University of Prishtina cf. Reuter, J (1984)

%9 Cf. Vickers, M (1998): 173-174. But the recruitment in the party in Kosovo scems largely to have been an
adaptation to traditional clan structures, cf. Magnusson, K (1987) “The Serbian Reaction: Kosovo and Ethnic
Mobilization among the Serbs”, Nordic Journal of Sovict and East European Studies, Vol 4:3, 1987: 3-30 (pp.
11-12 and footnotc 38); Vukovié. I (1985) "Autonomastvo i separatizam na Kosovu™ Nova Knjiga. Beograd: 10
49 Cf. Vickers, M (1998): 180-181
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Liberation Movement of Kosovo’. A new wave of nationalist demonstrations took place in
1978, at the Albanian celebrations of the anniversary of the League of Prizren, which was

followed by more arrests to stifle elements of Albanian irredentism.

Although there were no serious disturbances in inter-ethnic relations during most of the 1970s
in Yugoslavia generally, and especially not on an inter-republican level, the situation was
slightly different in Kosovo. Where the Albanians previously had been discriminated in a
Serbian-dominated and Slavic oriented state, it was now the Serbs who complained about
discrimination from Albanians. Serbs and Montenegrins were systematically discriminated
against in work-places, institutions, and courts, as well as experiencing discrimination or
intimidation in social life as such.*!! In a study from the early 1980s, Marina Blagojevi¢
reported that such discrimination was experienced as particularly difficult among women and
children, often for example in terms of intimidation, beatings in school or threats of rape, but
that it also concerned pressure on Serbs to sell their property below actual value within a
generally corrupt system.*!? The pressure was especially high on agricultural land, as whole

Zadrugas, within the growing Albanian population, sought to obtain new land.

From the 1960s until the 1980s such discrimination, and the direct competition for land and
property, resulted in considerable emigration of Serbs and Montenegrins from Kosovo in the
range of every third Serbian family, and almost half of the Montenegrins, leaving for Serbia
proper mainly.*"? In 1977 a working group in the Serbian branch of the party compiled a list
of concerns over the situation in Kosovo and argued for changes in its autonomy. It became
known as the ‘Blue book’, but did not receive any support outside limited circles in Serbia.
The whole issue of the situation for the Serbs and Montenegrins in Kosovo, and their

emigration from the province was, until the mid 1980s, largely taboo in Yugoslavia, and it

1 Cf. Magnusson. K (1981); 110-113; Petrovié, R & M. Blagojevié (1992): 162-173; Janji¢, D (1994): 117-176
(especially p. 138)

12 Sec further: Blagojevié, M (1997) “The Other Side of the Truth: Migrations of Serbs from Kosovo” in
Duijzings, G et al (Eds) (1997) “Kosovo-Kosova: Confrontation or Coexistence”, Peace Rescarch Centre,
Univessity of Nijmegen: 70-81. It should be noted that Blagojevi¢’s study was conducted during the first half of
the 1980s and consequently at a time before the *nationalist fervor” in Serbia, when the issue of the situation for
Serbs in Kosovo was still a taboo in Yugoslavia. It was then published only in 1989, when it was instead
received rather as an act of Serbian patriotism. Sce also Petrovié. R & M. Blagojevié (1992) “The Migration of
Serbs and Montenegrins from Kosovo and Mctohija”, Demographic Studics. Vol IIl, Serbian Academy of
Sciences and Arts, Beograd.

3 Blagojevié. M (1997); Bogosavljevié, S (1994). In actual figurcs the amount exceeds 100 000 Serbs who left.
contributing to further changes in demographic composition in Kosovo. Other minorities cxperienced
discrimination as well, but did not necessarily have anywhere elsc to go to.
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was politically incorrect to voice it, but around 1986, as we shall see in the next chapter, it

would move to the centre of political discourse in Serbia.

From a statistical point of view, Kosovo had periods of remarkably high economic growth,
since the point of reference is an initial low level of development, but although the province
had special treatment with inter-republican financial transfer systems through the ‘Special
Fund for Development of Underdeveloped Areas’ or the ‘Special Fund for Economic
Development’, the asymmetric development in Yugoslavia was not reduced.*'* Instead the
gap in economic development and in living standards continuously increased and high
Albanian demographic growth considerably reduced the development gains which were
achieved.""® The province never managed to accumulate any large resources for reinvestment
of its own and the vast majority of capital for regional development in Kosovo came from the
other republics and was mainly invested in the mining (coal and minerals) and power
(electricity) industry. In Yugoslavia it was widely assumed that the traditional social structure,
and customs, among Albanians would be eroded in the process of modemisation, and in the
1970s it was believed that further industrialization and especially urbanization, would have a
particular effect and even reduce irredentism. *'® However, this was not the case. With the
social crisis and accompanying mobility in the 1980s a large number of people moved from
their agricultural base and settled in the towns, but in Kosovo the main trend was that whole
Zadrugas simply moved into an urban neighbourhood and settled there, thus maintatning the
traditional connections of the social structure although there was a visible change in
demographic and working structure.*!” The links to the rural base were typically preserved
and in the cases where individuals or couples worked in town they would maintain the link to
their Zadruga and use part of the generated income to send back to the relatives in the
country. A similar form of urban-rural symbiosis existed throughout Yugoslavia, but among
the Albanians in Kosovo, the traditional extended family structures were largely maintained in

the urbanisation process, unlike what had been the case among the Slavs, when they had been

14 For example Bogosavljevié, S (1994). In 1981 Kosovo had a 5.9 % rcal GNP rate, while Serbia had 0.1 %. in
1986: Kosovo 8.1 %. Serbia 0.2 %. on the whole up through the 1980s Kosovo had twice the growth of Serbia
(Bogosavljevi¢ 1994: 24) noting the lower initial development level of Kosovo.,

43 Cf. Bogosavljevié, S (1994); Islami, H (1994) “Demographic Reality of Kosovo™ in Janjié, D & S. Maligi
(1994) “Conflict or Dialogue”: 30-53. It should be noted that there are (partly nationally coloured) disputes over
the reason for underdevelopment in Kosovo and an Albanian claim (here represented by Hizvi Islami) is that
there was a deliberate strategy to neglect Kosovo in the development policy, where natural resources were
extracted but the accompanying industry that could produce capital accumulation lay elsewhere.

16 The reliance on “social forces” has been discussed above. of. Vickers. M (1998): 173

“7 Cf. Vickers. M (1998): 223-224
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exposed to market-economy and capitalism a century or less earlier, or exposed to
urbanisation and industrialisation processes in various periods during the twentieth century.*'®
Certainly the increased mobility and social changes affected the clan-system in some manner,
provided new forms of economy, and new contacts, but the social networks, customary rules,
and traditional loyalty structure never eroded, even though it may have been ‘renegotiated’,
and a large part of the Albanian population continued to live outside the formal economic
system, with most people surviving either from subsistence farming or various jobs in the

private sector.*"’

In seeking new economic opportunities some clans developed, or expanded previously
existing, illegal activities, such as trade in heroin, gold, and weapons. Albanians living in
Turkey could apparently obtain heroin at cheap prices, and then through networks in Kosovo
and Albania proper, open up trade into Western Europe and the United States.**® According to
Miranda Vickers, heroin trade was established in some Albanian emigré communities in
Western Europe and the United States, where narcotics were sold under the control of, or in
collusion with, the Albanian intelligence service, with part of the revenues being used for
buying land and property from Serbs in Kosovo.**! The specialisation in such economic
activities during the 1980s, and perhaps earlier, was linked to some of the Albanian separatist
and terrorist organisations that existed in Europe, such as the ‘Red National Front’, the

‘Kosovar Union’, and others.*?

National tensions existed continuously in Kosovo, but a real crisis came in 1981 when large-
scale rallies led to direct intervention by the federal government and the declaration of a state
of emergency. It started out as student protests in March 1981, initially with demands for
better food in the canteens, but after two weeks it had evolved into political and nationalist
demands for an elevated status of Kosovo to a republic. The demonstrators attacked the police

who tried to disperse them, and in April the demonstrations reached a peak in the whole

“¥ For the urban-rural symbiosis see Schierup, C-U (1990): in passim; Simié, A (1973) “The Peasant Urbanites:
A Study of Rural-Urban Mobility in Serbia”, Seminar Press, New York & London. For Kosovo see: Vickers, M
(1998): Ch. 9 in passim: St. Erlich, V (1976): 244-251. For transformations in family structures generally sec: St.
Erlich, V (1966) “Family in Transition: A Study of 300 Yugoslav Villages”, Princeton University Press.

419 For example: Vickers, M (1998): 223-224

20 Vickers, M (1998): 225

! Vickers, M (1998): 225

“2 At least it seems safe to assume that there were considerable links between several of these nctworks. if they
were not the same operating in different fields. There existed several different organisations, of which some were
involved in assassinations and kidnappings of Yugoslav diplomats.
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province leaving at least nine people dead and 260 injured.*?* The demonstrations were not
confined to Kosovo, but spread among Albanians in other areas as well, primarily in western
Macedonia. The federal government then introduced a state of emergency, a ban on travel,
and prohibited public meetings, and the demonstrations were condemned throughout
Yugoslavia as being counter-revolutionary and nationalist. Special police and militia units
were sent to the province to repress the mobilization and by July the situation was under the
control of the Yugoslav government, but at the cost of several people killed (estimates range
from the official dozen to unofficial claims closer to a thousand) and many arrests.*** The
head of the Kosovo party branch of the League of Communists, Mahmud Bakalli, resigned as
a consequence of the demonstrations. In July the immediate state of emergency ended, but the
ban on public meetings remained in force, and the province was in effect continuously treated
with special measures. Trials against Albanian nationalists continued throughout 1982 and
1983 and several party officials were expelled from the party (Mahmud Bakalli was expelled
from the party in 1983). Albanians accused the federation of terrorising Albanians and in the
Serbian republic the news media devoted increasing attention to Albanian attacks on Serbs
and their property, to the burning of Yugoslav flags and desecrations of Serbian graves. In
June 1983 the emergency measures from 1981 were abandoned, but tensions remained high,
and among Albanian football supporters there were regular exclamations of their allegiance to
Enver Hoxha.*?* In the first half of 1984 some 1800 Serbs and Montenegrins emigrated from
Kosovo, which was followed by a resolution from the Presidency of Kosovo to stop the Serbs

from leaving. ‘¢

In 1985 a conspicuous court case, the Martinovi¢-case, started, which eventually evolved into

427 The case concerned a Serbian

a symbol for the Serbs about their situation in Kosovo.
farmer, Porde Martinovié, who claimed that two Albanian men attacked him, while he was
working on his land, and that he was tortured and had a bottle forced up his anus. The local
court dismissed the case and ruled that he had inflicted the damages upon himself, but the

case was then taken to Belgrade where court proceedings continued until 1990. In the same

23 Chronology of the Kosovo Crisis, in “Europe” No 4, Jan-Feb 1996, The Europcan Movement in Serbia,
Europe Press Ltd, Belgrade; 29

#24 Of: Cohen. L (2001) “Serpent in the Bosom: The Rise and Fall of Slobodan Milogevi¢” Westview Press: Ch 1
“23 For tensions during this period see for example: Vickers, M (1998): Ch. 10 & 11; Clark, H (2000): 41-45

426 Chronology of the Kosovo Crisis, in “Europe” No 4, Jan-Feb 1996, The European Movement in Serbia,
Europe Press Ltd, Belgrade: 30

27 For details of this case see Mertus, J (1999) “Kosovo: how myths and truths started a war”, University of
California Press: Ch 2; Cf. Chronology of the Kosovo Crisis, in “Europe”™ No 4, Jan-Feb 1996, The European
Movement in Serbia, Europe Press Ltd, Belgrade: 30-31
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year a media campaign started in Serbia, about the discrimination of Serbs in Kosovo.*?® In
the following year, 1986, a law was introduced in Kosovo, which prohibited Serbs from
selling their property.*” The purpose of the law was to stop the Serbian exodus from the
province. The Albanian movement seemed to have calmed down by 1986, but it had by then

given impetus to the much more explosive force of Serbian nationalism.
Endgame: Serbian Nationalism and the loss of autonomy for Kosovo

Serbian nationalism in the 1980s took different forms, with one stream seeing the future in a
disintegrated Yugoslavia and a Serbia created along ethnic borders.*° In 1986 the Serbian
Academy of Sciences and Arts (SANU) produced a draft Memorandum, which has received
considerable attention. The Memorandum as such ts an inconsistent document, with one part
of it being an analysis of the Yugoslav crists, primarily in economic terms, and another part
being more traditionalistic, elaborating on Serbia’s options in case Yugoslavia should
disintegrate.*’' The second part comprises some purely nationalist ideas, and when excerpts
were ‘leaked’ and published in the newspaper Vecernje novisti, they immediately stirred up

432 In Serbia the memorandum

reactions against it, eventually leading to a Croatian response.
prepared the ideological ground for public manifestation of the nationalist view, and served as
a bridge between what has been called official and unofficial nationalism.** The

memorandum came at a time when the local communist Serbian and Montenegrin elite in

** Sec for example Matié, J (1996) “The Media and Ethnic Mobilization: The formula for Kosovo™, in
Bianchini, S & D. Janji¢ (Eds) (1996) “Ethnicity in Postcommunism”, Institute of Social Scicnces, Forum for
Ethnic Relations. and International Network Europe and the Balkans. Belgrade: 231-236. The matter will be
discussed further in chapter 6.

*¢ Chronology of the Kosovo Crisis, in “Europe”, No 4, Jan-Feb 1996, The European Movement in Serbia,
Europe Press Ltd. Belgrade: 31

% Janjié. D (1997) “Serbia between an Identity Crisis and the Challenge of Modernization (1987-1994) in
Janji¢, D (Ed) (1997) ~Serbia between the past and the future” Institute of Social Sciences & Forum for Ethnic
Relations. Belgrade: 19-54. It should be noted that at least a quarter of the Scrbian nation lived outside the
territory of Serbia and that 34 % of the population in Serbia itself (Kosovo included) is ethnically non-Serb.

“! Memorandum SANU (1989) “Memorandum SANU Grupa akademika Srpske akademije nauka i umetnosti o
aktuelnim drudtvenim pitanjima u nasoj zemlji”, Nade Teme, 33, 1-2; 128-163. The Memorandum is widely
mentioned in the propaganda and literature on the Yugoslav crisis. A part of the Memorandum was translated
into English by the Belgrade magazine "Vreme” and it was later issucd in English by the Serbian Academy of
Sciences and Arts, with a commentary to the criticism against it: Panti¢, M (Ed) (1993) “Memorandum of the
Serbian Academy of Sciences and Arts: Answer to Criticisms™, Serbian Academy of Sciences and Arts,
Belgrade. It was also issucd in German and French.

2 The Memorandum was ot an officially sanctioned document from the Serbian Academy, but a draft version
or ‘work-in-progress’. Selected parts were first published in F'ecernje novosti in September 1986, which created
a highly heated debate. A Croatian standpoint on the Memorandum was published in the United States in 1987.
The full version of the Memorandum was only published in 1989 in the journal Nase Teme. In the heated debate
the focus was on its nationalist aspects.

2 Janjic. D (1997)
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Kosovo increased their protests and pressure (over the situation in Kosovo) at the federal
level. They did so by organizing political protests directly in Belgrade, where they would get

the best attention.

This movement became a useful tool for Slobodan Milosevié, who discovered that he could
use the Serbs outside Serbia, instrumentalise nationalism and manipulate the social crisis, to

achieve power in Serbia itself ***

During the late 1980s a growing number of reports about
Albanian discrimination and abuse of Serbs living in Kosovo came from various stances,
including from independent scholars, from the Orthodox Church, as well as from some human
rights organizations, such as Amnesty. Although the problem was very real and actual, and
there was a steady flow of Serbs who left Kosovo after perceived or direct threats and
pressure, the issue was now deliberately manipulated (and further exaggerated) in Belgrade. It
was now presented in an image that it would be impossible for Serbs to continue to live in
Kosovo, and that Albanians attempted to create an ethnically clean Albanian Kosovo. The
emerging protests by the Kosovo Serbs coincided with the growth of the soctal crisis, which

existed all over Yugoslavia.

The latter popular frustration, which grew with the economic and social crisis portrayed
above, spurred demands for social reforms, but without as such being particularly
nationalistic. At the same time, a third issue was increasingly politically mobilised in Serbia.
The latter concerned the 1974 Constitution, which was considered to be unjust to the Serbs. It
was unjust, they argued, because the Serbs were the only nation without full control over any
republic, since Vojvodina and Kosovo had representation in the Serbian parliament in
addition to having their respective provincial parliaments, and since all other republics and
provinces did not have any such interference.”** The mobilisation in Serbia took more
nationalistic forms because it merged with the protests from the Kosovo Serbs and in this

manner the issue of the position of Serbs in Yugoslavia was reactivated.

Hence, three parallel issues were emerging and being politically mobilised. Under Slobodan
Milosevi¢’s leadership they were strategically merged into a wider popular mobilisation of the
Serbian national issue, by wooing the working class through claims that a change in power

was essential in order to achieve economic and social change, to restore confidence in self-

4 Cf, Cohen. L. J (2001): Ch. 2
435 Which was also discussed in the SANU Memorandum of 1986.
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| management and to de-bureaucratise Yugoslavia. The general social unrest would thereby be
jEgiven a cause and be channeled into a nationalist mobilisation, rather than any other form of

‘social mobilisation. All matters could be dealt with in one package.

By proclaiming the need for reforms - including that of the bureaucracy - as well as
proclaiming that the Serbian ‘national issue’ must be addressed, as well as the issue of the
Serbian minority in Kosovo, MiloSevi¢ was in a way perceived as a “zew Tito” (a new strong
leader), for the Serbs.*** Namely, part of the message he offered could be perceived as quite
modern; not only did he become the ‘great reformer’, but he was also addressing the sensitive

tssue of Kosovo.

The pressure of the movement from Kosovo came to contribute largely to MiloSevics victory,
by radicalising the political climate over the issue of how constitutional changes should be
undertaken in order to protect Serbian interests. The movement of the Kosovo Serbs was in
this manner instrumentalised by MiloSevi¢, who at a speech in Kosovo in 1987 addressed the
problem in Kosovo as one of an ethnic nature. By this time favourable preconditions existed
for political reactivation of Serbian national-romantic myths about the Serbian defense of
Christianity against Ottoman Muslims, and their consequent defeat by the Turks, in Kosovo
Polje in 1389, and quite generally for the political mobilisation of nationalism. The issue of
the position of Serbs in Kosovo was incorporated into protests of ‘loyalty with the Serbs in
Kosovo’ and so called ‘meetings of the truth’, throughout Serbia in 1988.*7 The political
conflicts between republican communist leaders were further transferred to the public through
an inter-republican propaganda war in the republican-controlled media, which took on a larger

scale during and after 1988.**®

In 1988 the Kosovo party branch of the League of Communists was annexed by the Serbian

party. In November the leadership of the Albanian province organised large demonstrations in

% His attempt to position himself with the people (as their leader), but against the bureaucracy, was a
replication of Tito’s tactic of placing burcaucracy between himself and the people. and - with Kardelj - put the
priority of the party in a struggle against bureaucracy (during the 1960s), see Jovi¢, D (2003): 169, and footnote
19,

7 In this euphoria demands were raised to remove all hindrances for the unification of the Serbs, and to mark a
break with the existing social order. This was later to receive the label “the anti-bureaucratic revolution™.

% Mati¢, J (1996) “The Media and Ethnic Mobilization: The formula for Kosovo™, in Bianchini, S & D. Janji¢
(Eds) (1996) “Ethnicity in Postcommunism™ Institute of Social Sciences, Forum for Ethnic Relations, and
International Network Europe and the Balkans, Belgrade: 231-236; In chapter 6 we shall look closer at the
discursive strategies in Serbia.
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reaction to the replacement of the Kosovo communist leader Azem Vlassi. These protests
continued through the winter and in February and March the federal government sent the
army to repress the unrest in Kosovo. The confrontations that followed resulted in 24 dead
and hundreds of arrested.®®® The distrust between the Serbs and Albanians increased further
when several Albanian leaders, including Azem Vlassi, were sentenced for ‘counter-
revolutionary undermining of the social order’.* Although they were released later, this had
established a new practice in dealing with the Albanian issue, and from now on separate

political organisation became the only form of political organisation.

Among the Serbian public the mobilisation around ‘loyalty with the Kosovo Serbs’, and the
Kosovo myth, served to prepare the ground for introducing a series of legal and constitutional
changes, which in effect would abolish the autonomy of Kosovo (and Vojvodina). A peak was
reached on St. Vitus Day on the 29 June 1989, when the Orthodox Church, with the support
of the republican authorities, celebrated the Battle of Kosovo and Slobodan MiloSevié
addressed a rally, which was organised for that purpose.**' From this point, the regime of
Milo3evi¢ treated the province with pure administrative-repressive measures and used
tensions and insecurity in Kosovo as an instrument to keep Serbia out of federal control, and
for nationalist activation of the Serbs in the other republics.**? Thus, for example, it supported
the fear among the Serbs in Croatia of becoming a minority in a new independent Croatian
state, which in tumn had started engineering mono-ethnicity and engaged in systematic

discrimination of its Serbian minority.**

Through the political mobilisation of nationalism the Milogevi¢-regime created a sort of
proto-ideology, which sought to legitimise the regime on the assumption that ‘Serbia is the
first in the socialist world to have carried out a revolution against the existing order’***, with
so-called non-party pluralism. After certain pressures the regime had to renounce this

ideology and instead opted for the legalisation of a multi-party political life. The League of

% Cf. Clark, H (2000): Ch. 3; Vickers, M (1998): Ch. 11; Chronicle of the Kosovo Crisis, in “Europe” No 4,
Jan-Fcb 1996, The European Movement in Serbia. Europe Press Ltd, Belgrade: 31-33

“9In fact Azem Vlassi was never sentenced but arrested and held in prison for quite some time.

“1 Compare for example: Janjié, D (1994); Kostovitova. D (1997) “Parallel Worlds: Response of Kosovo
Albanians to loss of autonomy in Serbia 1986-1996" Keele European Research Centre

“2 Janji¢, D (1994)

43 The Kosovo myth was thus a tool for also reinforcing the nationalist paranoia of Serbs in Croatia (or in
Bosnia-Hercegovina), although there certainly was a real basis for fear of that minority as the policy of HDZ and
Franjo Tudman was ultra-nationalist and directly anti-Serbjan.

“* Janjic, D (1994)
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Communists in Serbia attempted to build an image of itself as a party of national unity, and
used nationalist interpretations in relation to Serbia’s position in Yugoslavia, as well as the
status of the two autonomous provinces in Serbia. In the constitutional revisions of 1989 both
Kosovo and Vojvodina lost attributes of their autonomy, such as the constitutional veto and
parts of the administrative and judicial functions. This was taken even further in July 1990
when a decision was made to adopt a new constitution (in effect from 28 September 1990), in
which Kosovo and Vojvodina finally lost their autonomy.*** While this immediately
provoked strong reactions among the Albanians it also affected other republics as it altered
the existing constitutional balance of Yugoslavia.** In effect it was a confirmation that all the
national (and republican) issues in Yugoslavia were interconnected, and that a disturbance at

one level would affect the others.

As will be discussed further in chapter 7, unrest in Kosovo grew rapidly along with Albanian
resistance and secession claims, and on 19 October 1991 the Kosovo Albanian parliament

amended the Kaganik Constitution and formally declared Kosovo independent.*’

As we have seen, there were a great number of structural, constitutional, political, economic
and social issues, which in combination provided for a particular explosive climate in
Yugoslavia by the turn of the 1990s. In addition there were important geopolitical and
international factors. In 1989 the Soviet client states throughout Eastern Europe regained their
political independence, and soon after the entire Soviet Union collapsed (1991). The real-
socialist project was thereby dead, and the whole geopolitical order of Europe, as well as of

the world, was to be redrawn. No matter what political strategies were fostered in Yugoslavia,

% Dugan Janji¢ has charactcrized this Constitution as a normative expression of authoritarian-nationalist
populism. and suggested that constitutional democracy merely was simulated, all symptomatic of a Serbian
identity crisis in the context of the crisis: Janjié. D (1997)

6 By establishing control over the two autonomous provinces as well as of Serbia and Montcnegro, Milogevi¢
could control four out of eight votes at the highest federal level (the other four being: BiH, Slovenia, Macedonia,
Croatia). This disturbed the federal balance and created fear in the leadership of the other republics, that Serbia
would dominate the federation. Slovenia was the first repulic to protest, opting already in September 1989 for
independence.

*7 Dr Bujar Bukoshi was named Prime Minister after having been Secretary General in the LDK. which he was
a co-founder of. On 23 December 1991 Kosovo applicd to the European Union for recognition as an independent
state, but was rejected. Through German pressures the EU came to use the territorial republican borders as a
basis for recognising states. thereby ignoring the minorities within those borders. Macedonia was not recognised
due to pressure from Greece. Germany wished to have Slovenia and Croatia recognised as independent and
pressured other EU-members consequently resulting in a deal made during the Maastricht discussions in
December 1991. where there should be EU-unity towards recognitions. Grecce accepted to recognise Slovenia
and Croatia under the conditions that Macedonia was rcjected. The UK accepted the approach in exchange for
exceptions from the Social Charter, while southern EU-states received elements in the structural funds during the
necgotiations.
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in Serbia or elsewhere, this constituted a dramatic change of incalculable consequences. It
certainly also contributed to challenging the existing state framework of Yugoslavia. By June
1991 Slovenia and Croatia opted for independence. In October the same year Germany
pushed the EU to recognize them as independent states and, despite warnings over the
consequences with regard to minority issues, Germany effectively moved ahead with
unilateral de facto recognitions. But if any republic left the Yugoslav federation (such as
Slovenia), then the whole structure would crumble. The federal framework provided for a
careful balance in which several republics combined could counter-balance others, but
without one of them Serbia would become too dominant. Moreover, inside several republics,
those with large minorities, it would almost certainly lead to war. For Slovenia, which was
more than 90 % ethnically homogeneous, it was fairly unproblematic, but for the 10-15 %
Serbian minority in Croatia it was unthinkable to suddenly become a minority in a new
Croatian state with a strong ethno-nationalist ideology, and the Serbs who lived in Krajina
immediately declared secession for a state of their own. Blockades and fighting had already
started over territories there. In Bosnia and Macedonia the situation was even more complex.
Bosnia did not have any national majority but was comprised of 44 % Muslims, 33 % Serbs,
18 % Croats, and some smaller minorities. The elected president Alija Izetbegovi¢ managed
to balance Serbian, Muslim, and Croatian claims for nine months, but when the EU invited
Bosnia to hold a referendum for a secession of their own, the republic was rapidly pushed
towards the rift of war.**® The Serbs wanted to remain a part of a Serbia-dominated
Yugoslavia, or become part or Serbia, while the Croats wished to become a part of Croatia.
For the Muslims it was a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>