TEACHING OF ECONOMICS IN THE SOVIET UNION*
from the Russian journal Ped Znamenem Marxizme*
Translated by Rava Dunavevskavat

Editor's Notc—Partial or abhreviated translations of this Russian article
have been published before, one by Science and Society, another by The
New York Times. Considerable interest was arcused and widely differing
interpretations were offered, Without the [ull context, however, interpreta-
tions are apt to be crroncous. Thus, it was felt dﬁlrable to make an un-
abridged transiation available.

A comment by Professor Landauer was published in the June mue of
the Revicw; another by Miss Dunayevskaya Is contained in the present
issue; further discussions are planned for th+ December issue,

In accordance with a resolution of the All-Union Committee on
Higher Education, the teaching of political economy in the higher
academic institutions of ‘our country has been restored in the past
academic year. Under present. conditions grave and significant prob-

-lems confront us in the teaching of political economy. Qur colleges

should thoroughly train graduates who are spe::lahsts in economics, -

They will have tremendous tasks to accomplish by giving the {fullest
aid to the military front in all branches of the national economy, and
also by reconstructing the economy which Las Leen destroyed by the
German fascist scoundrels, The students of today are the cadres of the
" Soviet intelligentsia of tomorrow. They must {function in an cpoch of
great transformations, of extraordinarily rapid unfolding of events,
in a penod of an unusually complex interweavinr, of political and

.cconomic problems. In the midst of the great patriotic war of the .

Soviet people against Hitlerite Germany, it is especially important that
our cadres are fortified with Marxist-Leninist theory which arms us
with a clarity of purpose, an unshakable faith in the victory of our just
cause, and an understanding of the laws of social development, in-
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of Pod Znamenem Marzisma (Under the Banner of Marxism). The article iz unsigned,
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1The translator is indebled to Messrs, Aloxander Gerschenkren and Evsey D. Domar
for rechecking the translation agalnst the Russlan orginel, The responsibllity for the
tranclation as a whole is, however, entirely that of the translator,

The title, literally iransiated, reads; “Some Questions of Teaching Political Economy.”
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cluding 2 profound understanding of the laws of war, its course and
tendencies. .
Political economy occuples a very prominent place in the study of
Marxist-Leninist theory. It is sufficient {0 recall the well-known state-
ment of Lenin that Marx’s economic teachings are the deepest, most
comprehensive and specific confirmation and application of Marxist

“theory.

The instruction of political economy in oiur colleges has been re.
newed after a lapse of several years. Before this interruption, the
teaching of political econotmy as well a3 the existing textbooks and the
cucricula suffered from serious defects, These defects, which even then
were exposed in one of the decisions of the Central Committee of our
Party, resolved themselves into this: political econoriy all too frequentty
was transiormed from a general historical scienze which studies the

living tissues of reality into a collection of zatiscientific abstractions
-and lifeless schemes. By this same token, the study of political ecezuiny,
. which should play aleading rble in the developmest of a world-outlook
. on the part of the builders of socialism, which should inculcate love of
~*‘our Soviet land and hatred "\ward its ene'mes, was often turned inte a

tcdzous duty for students. '/
The publicationef 4 Hmory of the Commumst Parly of the Soviet

‘ Umou _(Bolsheviks}, (Short Course),? an encycloped:a of basic knowl-
“edge in the Scid of Marsist-Leninist theary, ammed all ranks of sclen-

. tLﬁc workers, including economists, giving them a model and example

’
i
i

for reconstruchug their entire work. In accordance with a directive

. of the Central Committee of our Party, a gueat work was accomplished

by construction of a short course of political ‘econdmy. In the course

of this-work the Central Committee gave a nuinber of the most fm--
portant, fundamentat formulations of policy -and gundance concerning’

Lhe most deep-rooted Questions of pohhcal economy. |

The teachmg of political economiy in the past has had several defects.
First of all, the teachers of political economy failed to give a clear,
» complele and precise definition of the subject of pahtrcal economy.

Oftex they did not even pose to themselves the task of giving a defini-
tion of the subject of political economy that would embrace all its
aspects. And yet a cotrect summation and generalization of various

" statements of the classicists of Mamsm-Lenimsm would have heen

sufficient to resolve this task.
The founders of Marxism, who hdva laid new paths in science, char-

'New York, Intxmat. Publishers, 1939.—Transiator
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actlerized the subject of political economy from this or that aspect,
depending or the peint of view from which they approached this ques-
tion in a particular context.

In lils preface to the third volume of Capital, Engels warned the
readers against the misapprehension “that Marx wmhes to define
where he is only analyzing.” In Lhis connection Engels pointed out: .
"It is a matler of course that when things and thair mutual inter-
relations are conceived, not as fixed, hut as changing, that their mental
images, the ideas concerning them, are likewise subject to change and
iransformation. . . '™ .

It is precisely those definitions of political economy which are sub- ‘
ject to “change and transformation™ that are encountered in a nurnbar
of the works.of the founders of- Marxism, sharpened polenucally by ’
opposumn to dying, obsolete and eironeous concepts. .

"Thus, for example, Marx showed that the starting point of polmcal -
economy is the “socially-determined production  of individials” "
(Cﬂtrque of Political Economy, Introduction [1935 ed.], p. 9).*.

It is well known that production’ has@
and social. Unlike the natural and technological sciences which study.

the technical side of production processes, political economy investi-- = °

gates the social aspect of production, the social organization of produc-

tion, In other words, it studies those social relatmns w}uch are formed o

between peopie in the spm:n: of production.: ~ - - - Lo
In this connection Lenin showed that "polmcnl econnmy is not at _

all concerned with ‘production’ but with the social relations of peop]e _

in: production, the social structure of producnon” (Sotchmemsa, T.

“IIL, ¢, 36).° . .
The social organization of pmductmn embraces batb productmn i

and d1stnbuhon, exchanige (ln the societies where it exists) and con-.
sumption (in its social rdle). To use an expression of Ziarx, produe-

tion, exchange, distribution and consumptlon represent “members of

one entity, different sides of one unit” (Critigue, Introduction, p. 23)0 -

-Of all these, production is the primary one, This follows from the
simple circumstance that only an article which has been previously
produced -can be dlstnbuted exchanged and consumed. The social

* Capital, Vel, I {Chlcago, Km, 1908), p» 24. All references to Capital le bc to
the Kerr edilion~Translator ‘
“This specific phrase does not appear in the standard English tunslatlon by N. L Stone,
It !Ipparm;::ly is the same phrase as “production by individuals as determined by socisty”
{4 C tion o the Critique of Polltical Economy, Iniroduciion, p. 265. )--Tmmhlor
* Works, Vol. 111, Rumimcd, p. 36~=Translstor .

$Murx, Critique of Polilics} L :onomy, p, 291.-~Translator

aspects:. technological e
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laws of production themselves determine tha character of the remain-
ing processes: a specific mode of production conditions a specific
mode of consumption, distribution and exchange,

The definition of political economy formulated by Engels is familiar:
“Political cconomy, in the widest sense, is the science of the laws
governing production and exchange of the material means of sub-
sistence in human society” (Anti-Diikring, State Publishing House,
1938, p. 151}

Having given this definition, Engels shows, incidental! , that prn-

- duction can oceer without exchange. In another place he defines politi-
cal economy as a science “of the conditions and forms under which the
various human societies have produced and exchanged and oi this basis
have distributed their products” (sbid., p. 155) 2
" One of the definitions of political cconomy approved by Lénin’
describes it as a science which “studies the social rolations of preduction
and distribution in their development® (Lenin, Sotchinentia, T. II;
c. 393).° In this vonnection Lenin showed that political economy .
. Tepresents a “science of the historically developing structures of social .
- production,” that it gives “fundamental concepts about the different”
systems of social économy and about the basic characteristics of each
system” (ibid., pp. 393, 394). :
_ Under old methods of teaching, it frequently happened that some
© particulds siztement by the old masters of Marxism-Leninism concern-
ing the subject -matter of political economy was lifted out of context,
and an attempt was made to construe it in a topsy-turvy manner, There-
fore it is extremely {mportant to formulate a definition of the subject
matter of political economy which will summarize gl important’state-
ments of the classics of Marxism-Lenirism on this subject and which
will prevent misuriderstanding and false interpretations. Such a defini-
tion is: Political economy is the scicnce of the development of men's
_secial-productive, i.c., economic relations. It explains the laws whick
govern production and distribution of the necessary articles of con-
sumption—personal as well as productive—in human sveiety in the
different stages of its development. o - :

"In the past the teaching of palitical economy was in error in its
treatment of the primitive communal system. These errors consisted in
this, that, firstly, it violated the principle of historical materialism,

YHerr Bugen Dikring’s Revelution in Science (Anii-Dihring), (New York, Internat.
Publishers), p, 167.~-Translator

' Ibid., p. 167 ~Tranlator

*Works, Vel, I, Russin ed,, p, 303, ~Translator

1944] TEACIING OF ECONOMICS IN THE SOVIET UNION 505

according to which a definite form of production relations is deter-.
inined by the character of the productive forces; and, secondly, it
permitted an idealization of the primitive communal system in clear
contradiction of historical reality. ,

‘The basis of the erroncous interpretation of the development of the
primitive communal order was the familiar remark of Engels in the
introduction to The Origin of the Family, Private Property and the
State, to the effect that in the period preceding civilization, the social .
Structure was determined by the conditions of the production of
material goods as well as by the conditions of the production of man
himself, ic., by the forms of the family. The basic law of historical
materialism, on the contrary, consists in this, that the production rela-
tions of men are determined by (he character of the productive forces
at the disposal of man at a given stage of«the development of society..
History teaches us that this law functioned.in the primitive epoch as
fully and entirely as in all subsequent stages of social development, }

The above erronecus remark of Engels contradicts the many entirely

uncquivocal statements. of Marx and Engels himself that the develcp.. -

ment of the productive forces is the basis of production relations, It
is ir no measure consistent with the concrete analysis of the develop- .
ment of primitive society which is contained in Engels’s own:boo
Thus there is not the slightest basis for departing from the monistic: ..
view of history which Macx and Exgels worked out and replacing this

, monism by dualism:ever if only in its application te the prirpitive i

communal system, v _ e

. For many thousands of years the extremely crude nature of the
tools of Iabor and extremely primitive means of (obtaining the means - -
of subsistence made common, callective Iabor necessary. Only by com- - |

- mon effort could human bLeings cope with nature; .only by common

work could they assure themselves an existence. Social collective labor

.in the field of production gave rise in primitive society. to social, col-~
- lective property in land and othér means of production as well as in the O
- products themselves. Primitive pecple worked in common, possessed

the means of production and the products of their lebor in comimon
“and consumed in common that which was obtained. BT
The development of the productive forces at the disposal of men
conditioned the whole course of development of the production rela-
“tions of primitive sc-lety. The transition to the tribal community, i.c.,
the change from.the matriarchal to the patriarchal family, the. dis.
integration of the tribal suwucture, the rise of private property, ex- .
change, division of soclety into classes—all these processes are fully
explained by the course of development of the productive forces of
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c?mmuna] society, the achievement of methods of obtaining the means
of life.

Another mistake which crept into our teaching of political economy
in the field of primitive communism was the romantic idealization of
that system, which led students to ignore the jdea of the progressive
character of the development of human society, The transition from
the primitive social structure to class society was looked upon not as a
fecessary.-step in the path of social progress, bul as the Fajl of Man,
an expulsion from Paradise. In this connection there arose the false

- notion of communism as a singular return to the social system undsr
‘which man lived in primitive times. It is entirely clear that such an
interpretation contradicts the letter and spirit of the entire Marxist-
Leninist teaching, "

The classics of Marxism-Leninisin, while exposing the Lourgeois
myth’ef the eternal nature of private property, classes and exploitative
systems, showed scientificully that for thousands upon thousands of
years man lived in a system of primitive communism,.ignorant of all
these “blessings” of civilization. But at the same time the classics of

- Marxism-Levinism. taught s to see the historical limitatlons- of the . 5

primitive’ communal order, which cotresponded to an extremely low
level ‘of development of preductive forces, which possessed tools of

primitive chiiracter and a most miserable standard of existence, At a -

certain ‘stage, the development of the primitive communal order be-

ceme an obstacle to further soefel progress. It had io yield its place '’

to a new method of production, which gave more latitude for the
development of the productive forces, and it was' removed.
Lenin stated that no Golden Age had ever existed, that primitive
man was crushed by his wants and the hardships of the struggle. for
existence, Marx showed that in primitive Society the collective mode
of production was “the result of the weakness of the individual and
not of the socialization of the means of production” (Sotchineniiz, T,
: XX_VII, c..681)." It is also known that in primitive society the per-
- sonality of the individual was overwhelmed by society-by the group,

the gens. The tools of production were so crude, so unproductive that
. only by collective Iabor could the people sustain their existence. The

unity of the warker and his means of procuction occurred here, as -

Marx says, in a “childish form,” unsuited for the development of labor
as social labor and the productiveness of social labor” (Teorii Priba-
vochnol Stoimosti, T, III, State Publishing House, 1932, c. 308).%
Labor‘ yielded such meager fruit that cquality in consumption was a

" Works, Val. XXVII, Russian ed., p, 681.—Translator
" Thearies of Surplus Value, Vol ITT, Russlan ed., 1%, 308 —Translator
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necessity; had any one received a somewhat larger share of the social
product, there would not have been enough left to satisfy the hunger
of the other members of the primitive society, who then would have
perished from starvation, ‘

This shows that primitive communal soclety was not bases on the
socialization of well-developed means of production, but on a com-
munity of property which resulted from the primitive, undeveloped
state of the instruments of labor, and irom the extreme weakness of
the individual, for whom the strong, inseparable bonds witk society
was his only safeguard from destruction. Thus the primitive communai
structure and contemporary socialism and communisr, which are based
on the socialization of highly-developed means of production, assuring
sociely a tremendous power over nature and full development of the

" “individual in the conditions of collective brotherhood, are as different

as the sky is from the earth.

The teaching of jrelitical economy in th.= past ‘was at fault because

. the kistoric principle, which was more or less ohserved in the study of
the primitive communal order, the slave-holding system and the feudal .- = -

system, was vulgarly violated in passing to the study of capitalisiii;
In the programs ad textbooks the sections devoted to capitalism. were' -
constructed as a simple copy of the structure of Marx's'Capital, This -,

method of teaching lost sight of the fact that Marx.did rot-write. .

Capitat as a course for students, or even less as a popiularization for™
begininers in the study of palitical economy, but as a gigantic work of-

research which pavad new roads in social science. From this it is clear -~ -

that to fellow mechanically the structure of Marx's Capital in a study
of the principles of thie given science can only-cause harm, ‘
In order to follow the historic principle in the teaching of political |
economy, the students must get a clear statement not only of the basic
chracteristics of the cupitalist method of production but also of the
tigin of this mode of production. To follow the historic principle it is,
of course, necessary first tc study the historic processes. That means
to study first the genmesis of capitalisns. Only after this can we-proceed’

* to the stidy of the dasic characteristics of this order.

The chapter on “Cobperation” in Marx's Capital .poiuts out that: _
“A great number of laborers working together . . . in one place’. . .
in order to produce the same sort of commodity under the mastership..

of one capitalist, constitutes both historically and logically the stabt- - “"-;\\‘_ e

ing point of capitalist produciion.'? It follows from this that histori-
cally and logically the starting point of capitalist prodqction.is the

 Capital, \_?oil. I, n. 353 —Tramlator
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workshop that belongs tn the capitalist and in which wage-laborers
are hired. Historically such a workshop appears first under capitalist
manufacture (which, as is known, was preceded by simple coiipera-
tion, soon to be superseded by the division of labor). Consequently,
Marx’s statement must be understood to mean that capitalist manu-
“ facture itself is historica]_l;.;zg:ﬂci_]agicalﬂl'me_starting point of capitalist

In the history of the evolution f capitalism there was a whole peried
in which capitalist workshops existed only in the form of manufacture.
As is known, Marx places the beginnings of the capitalist method of

production in the 14th century, in the form of the capitalist manufac-

. tures in the Italian city-republics during the Middle Ages. In the i6th
century capitalist manufactures were counted by the hundreds arnd
thousands in the more highly develaped countries-and regions of
Europe. And yet the transition from manufacture to the factory did

- not eccur before the period of the industrial revoiution in England,
i.e., toward the end of the 18th and the beginning of the 19th century.
Thus an entire historie span which Marx called the manufacturing

. period of capitalism preceded the epoch of the domination of capitalist

- machine industry. Naturally the study of the manufacturing period
of capifalism should precede the study of the basic characteristics of
the capitalist method of production. Further, the study of the basic
traits of capitalism must also be preceded by a knowiedge of those
processes which in history were conditions of the rise of capitalisin,
This refers to Uhe hisiotical prerequisites of- capitalism: the rise of a

tlass of wage laborers on the one hand and the fo:mation of large uaits
- of capitul on the other. This precisely is the primitive accumulation of

‘capital, . . :
Marx, it is well known, begins his Capital with an analysis of a
commodity. This exposition serves him 85 the necessary prerequisite
for the discovery of the secret of surplus value, which is involved in
the transformation of labor power into a commodity. In order to expose
the peculiarities of this unique commodity—Ilabor power-—Marx sub-
jects t? a preliminary analysis the bases of commodity production in
general, R . - .
Th@ that Marx follows in his exposition of problems in
Capital.is-e-mitural consequence of the fact that he was blazing new
trails in a science in which his aim was to reconstruct the science of
political economy. But it is wholly obvious that in studying the funda-
mentals of this sclence and particulasly so in mastering an elementary
‘course,bit is impossible entirely to preserve this logical order: this
would be harmful pedantry and opposed to the necessit of teachin
@iﬁfr‘wonomymm!-hisrﬁn'cal science)) Y s
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Commodity production, exchange and money precede t_he appearance
of a capitalist production. The beginnings o_f cgmmochty production
arose many thousands of years before the cap}t?.hst era. By t}xe cnd' of
the Middle Ages the production of commodities and the circulation
of money bad already reached a rathcr high degree of dn.avelopment:
Nevertheless, commodity production becomes the dominating form of
production and assumes an all-pervading character only_under capi-
talism. - N
FlI-‘rom this it follows that, if we teach political economy according
to the historic principle, it is necessary to consider such catego.nes_ as
commadities and money not only in the section dgvnted.to cap:t‘algm
but also in the preceding parts of the course. One must discuss the rise
of commodity-production, and the historical steps in t}.le development
of exchange and the rise of money, even as early as in the study of

the skive system. In the ensuing sections on the feudal order, and -

later on in our study of the disintegration and decay.of feudalism, we
must be prepared this soon 1o chserve a more nd_vanced devglopm_ent
of simple commodity production, the characteristics of a commodity,

its nse-value and value, the socially-necessary labor time. The compléte . .

analysis of the commnsdity and especially the churactegisgxcs of the
-Aual character of the fabor incorporated in thg m_:mnod:ty s:hould be .
given in the treatment of the basic traits of capitalist produc!mn..

In his review of A. Bagdanov’s A Short Course of Econamic Sster!,‘f_e,
Lenin approved the order of presentatic:n'-adogtcfi by the au!thor in-
the form of characterizations of consecutive periods of economic devel--
opment.” Lenin wrote: . C e

o is wey iz it heccssaty’ to expound political economy. It may-
E;e:l;j:]g;eg: plolaj:;aps? that the author must th.ereby.discuss the samg itl}eorut}:}ca:

" topic (for cxample, money) in different periods and thus be repet tmus‘."3 uf-
this purely formal flaw Is more l.l_mu cumpensated by the, basic infen o
historical presentation: Morcover, is it reslly a defect? The repetitions are

_ completely insignificant and are,.in fact, useful to the student' because he .

i imilates particularly important postulates ali the more surely.
. ?g:ee::;:]lpy’:ssmr: expos?tion of thi different functions of money in differeng'
periods of economlc development clearly shows the student that theoretical
analysis of those functions is based not on a!gslract speculation but hcm
painstaking study of actual condltions in th.e historic development of u}
manity. The presentation of separate, histonc&lly-.dema'rcated 5lr|;1ctur<1:'s:. o
social economy ihus becomes more ccherent (Sat_chmenlm, T.II, c.a9_4).

We mus. use this most significant indic- ton of .I;eniu as a guide to
the study of political economy as a general historical science.

™ Works, Vo, If, Russian ed,, p. 304 —Translator
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In the present circumstances of thy great patriotic war against the
German_ fa_.scist brigands those themes which are devoted to the
monopolistic stage of capitalism—imperialism—assume special signifi-
cance, For.the period of the World War, 1914-1918, Lenin showed that
it is impossible correctly to define the character of the war without
hav:pg grasped the fundamental question, the question as to the eco-
nomic essence of imperialism. For a profound and complete under-
standing of the just, liberating nature of the war of the Soviet Union

and its allies against Hitlerite Geérmany, it is of the utmaost importance -

to be armed with the Leninist-Stalinist theory of imperialism in genera]

and the Leninist-Stalinist analysis of the predatory, bestial nature of -

German imperialism in particular, -

) In_the_: course of this instruciion, it is necessary to expose the dis-
tmgmspmg peculiaritics of the monopalistic stage of capitalism, to
«define its Pasic characteristics and show its historical place ns the 'eve
of the socialist revolution of the proletariat. We mustl-pay due atien-

tion to a study of the discovery by Lenin, which was |
] ; 3! elaborated b
Stalin, regarding the law of unevenness ’of economic and politica?lr

“developlent inthe epoch of ‘imperialist and the conclusion derived .

from this law concerning the possibility of the victory of socialism in

one country. ‘We have to demonstrate to students the tremendoiis . _'

theoretical and practical significance of th ini inis} )
0 Al ¢ ctical e Leninist-Stalinist theo
of_ imperialism, .wh-rc}} s a direct extension of the analvsis of tl?;
) prlI!:emqles }c:i capitalism presented by Marx in Capitql. o
nin characterized imperiglism as monopoly capitalism, ¢ i
c . alism pitalism, decayin
?r parasitic fmd nioribund. It is necessary to bear elearly in’ mindy:hf.
.actt tha? this decay: of capitalism which is manifested, incidentnliy,
in ecllm_cal stagnatiun, through retardation of technical pfogress by
moqo;:gl;es, qus not at all exclude the fact that, as Lenin shawed
Caplt:.‘.lhl!l as 'ftwhole develops and expands faster than in the precddiné
epoch, I:lkE?ﬂS&, one must keep in view the assertion of Lenin that
lmlpenahT is capitalism dying, but not yet dead, ’
enin showed that the domination of mono is li i
, Lenin showed th: : paly is linked with reac-
lt:onm:y tendenc.les in the political sphere, Today the forces of reaction
h:.:v.er.,-:.ouud the:r_most extreme incarnation in Hitlerite Germany. The
b::;xtz::g?tegf d::zgnks:d has trlhejw.-r before seen such reaction, wild and
°d- debauchery and hatred of humaniiy istingui
plunde.r;ng Hitletite imperiatism, ¥ 45 distinguishes the
: Le|.un always emphasized _thal nihilism of any kind as concerns the
questlop o-f Sernocracy is entirely alien to the proletarian revolutionist.
e wrote: “Seclalizm witlout democracy {s impossible in a double

sense: (1) The proletariat cantiot echieve the socialist revolution un-
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less it is prepared for this task by the struggle for democracy; (2)
victorious socialism cannot retain its victory . . . unless it establishes
complete democracy (Sotchineniia, T, XIX, ¢, 233-34).1

The difference between the structure of the state in bourgesis-demo-
cratic countries, on the one hand. and fascist nations, on the other, is
not at all a matter of indifference to the working class and to all pro-
gressive strata of present society. The Hitlerite régime is the embodi-
ment of blackest reaction, barbarism and cannibalism. Hitlerite ad-
venturers are the dogs of chase of the German plutocracy—they are
the avid, blood-thirsty, rapacious mercenaries of the German Junker—
landlords, financiers, bankers, monopotists, industrialists. Let us re-

- member the words of Comrade Stalin, that the Hitlerites are the mortal

encmies of socialism, the most evil reactionaries and Black-Hundred
bands,® robbing the working class and the peoples of the occupied -
courtries of elementary democratic freedoms: “In order to hide their
reactionary Black-Hundred essence, the Hitlerites vilify the Anglo-
American internal régime as'a plutocratic régime. But in England and
in the U.5.A. there exist elementary democratic libertiss, there are trade

- unions of workets and employees, Iabor parties and parliamenis, where- " 17

as in Germany under the Hitlérite régime all these institutions -have -
been destzoyed. We need only to counterpuse these facls in orderto
understard the reactionary essence of the Hitlerite régime and the’
entire falsily of the jabbéring of the German fascists about the Anglo«.
American plutocratic régimes.” g :
The mast jmportant topic in the teaching of political economy is, -
of course, the section on the socialist system. In accordance with the -
historic principle, this too must be divided in two parts, the first dis- ..
cussing the stages leading to the socialist mede bf production, and the
second devoted to the jundamental characteristics of this mode of
production. The first part comprehends he period of the transition -
from cepitalism 1o socialism, i.e., to the. first phase of communism. -
Here will he presented a description of the great economic transforma-
“tions which have been effected by the Soviet power and which have
led to the building of socialism in the U.S.5.R., i.e., the first phase of
cammunism. The second part will be concerned with a description of
the socialist system of economy, its most important aspects and charac-

teristics. : ‘ &
In accordance with the Constitution of the U.S.5.R., the aconomic

" Lenin, Collected Works, Vol, XIX (New York, Internal. Publishers, 1942), p.’ 261,
—Translator : . . ;

“iBlack-Hendred bands™ vefers to the most extreme right-wing reactionary organica-
tons, such a3 the notorlous "Urlm of Russian Feople.'—Trmnslater
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basis of the U.S.5.R. is the socialist economic system and socialist
property in the touls and means of production, established through the
Il_qmdation of the capitalist economic system, the abolition of exploita-
tion of man by man, Compared with the preceding systems of produe-
tion, sociaiism is the highest stage of development of society. Tt hz:s
decisive advantages over the capitalist method of produstion,

The superiority of the Soviet system in peaceful economic conditions
enabled the Soviet Union to wipe out centuries of aconomic and techni-
cal backwardness at a rate of development approximately ten times
that of the most important-capitalist countries. This has . h:storicall
prcccdent_. Furthermore, the advantages of socialism over capitalism

- are especially evident in the steady rise' of the material welfare and
cultural level of the toiting masses. ’

The sul.aer_iority of the Soviet order made it possible during the
great patriotic war against the- German-fascist invaders to withstand

the attacks of the beast:like enemy, to upset his calculations, to deal -

the enemy blows of tremendous force and to proceed with confidence

tc the utter destruction of the Hitlerite war machine: The soctalist .

economy. of the USSR, withstosd nobly all the irials A
SR, y- all ihe trials of war, The

unshakable morale and t_he political unity of Soviet sociely, which have

been reqred on the basis of ‘the socialist made of protuction in our

country, frustrated all the adventurist hopes of the Hitlerites on a -

split between workers and beasants and the rise i

_ 7oikers an of strife and struggle
among the nationalities in our country, The Soviet system saved gft.u-
fatherland in the year of the greatest trials that fell to its lot,

In the study of the socialist mode of production—the process of

its evolution and its basie traits—it js necessar i
the ci_raraqter of the economic lass of se}:ialisz':. i};;;o}{ﬁz;!lgo;}u;:;ﬁzﬁ
standing of the economic laws of socialism is the rich experience in the
practlce.: of s-thtalist construction, whick s summarized and theoreticall
generalized in the works of Lenin and Stalin and in the Party.decisiong
It is known that the different shades of cnemies of socialisme
bourgeois-econamisi sereckers, restorationists of capitalism from the
camp of Tr?tslfyist-Bukhar_inist agents of fascism—tried to extend the
laws of cap1ta11§t economy to socialist economy. For. their treacherous
counter—rqvolutmr'mry purposes these slanderers distorted the naturé
?f the soc.ml relations evolving in our midst, falsifying them and color
ing them in the light of <capitalist relations, ]
_We need only recall those heinous theories which describe sur enter-
prises, trade, money, banking, etc., as “state capitalism.” The bour-
Beols restorers of capitalism of all hues infused the poison of disbelief
in the success of socialism and spread the wretched idea that the very
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same unchangeable laws of the capitalist economy which prevailed
before, functioned also under the Sovict system, and that every attempt
to break these laws could only lead to ecenomic: dislocations, This
enemy position was utterly destroyed by our Party under the Ieadership
of Comrade Stalin and was discredited by the rich practice of socialist
construction and by the stupendous victories of socialism which hold
their place in the history of the world. .

With respect to the economic laws of secialism, many fundamental
mistakes and faults often crept into the curricula and textbooks to
political economy. There was often presented the superficial and
erroneous idea that since the economic laws characteristic of capital-
ism disappeared with the liquidation of capitalism; there consequently
are not and never can be economic laws in the socizlist economic sys-
tem. Often, in the courses on political economy, the questions on the
socialist mode of production were elucidated in the so-called *‘ex--
cursuses” to the' corresponding sections of the course, Moreover,.
-these “excursuses” were composed in a very superficial and crude - -
manncr. Ultimately they resclve thirselves into a gonclusion that -
under capitalism such and such a principle, such wad such a law. or
such and such a category existed, then in the Soviet system of economy -

all these were necessarily absent, and the opposite was in effect. For . .. '

example, after the sections on the law of value there were “excursuses”
which showed that under Soviet conditions this law.does not apply.
Since ' such ‘“excursuses” invariably followed the demonstration of-
evéry law of capitalism, then the student could only be left with the
conviction that.under socialism there is generally no opportunity for
ind of economic law to function. - v
Such ai utterly erroneous approach made it essentially impossible
to understand the real rclations of the Sovict cconomic system since
* there can be no scientific knowledge if one recognizes no laws; no
“development in- conformity with laws, At the root of tho idea that
there is no place in socialism for the aciion of economic laws, there
les the quite un-Marxist view that only those laws can be considered
- economic laws which manifest themselves independently of man's
will and consciousness, which have the character of elemental con-
formity to an establiched law, functioning, as Marx once said, after
the fashion of a house falling down on your head. This characterization
of economic laws is quite in order in discussions on capitalist laws, but
quite out of piace when speaking of economic laws in geneial. Such :
an approach is a familiar by-preduct of the so-called restrictive deﬁni/j? :
tion of political economy which states that this sclence is concerned ™ -

only with the capitalist order,




514 THE AMERICAN ECONOMIC REVIEW [sEPTEMBER

Actually, it is an elementary Marxist truth that no system of produc-
tion can exist and develop without the operation of some kind of
economic law, To deny the existence of economic laws under socialism
is to slip into the most vulgar voluntarism which may be summarized
as follows: in place of an orderly process of development, there is
arbitrariness, accident and chaos. Naturally, with such an approach
every slandaid of judgment of one doctrine or another or one practice
or another is lost; there is Jost the comprehension of the conformity
of phenomena in our social development to established laws,

In reality, it is an elementary truth that a society, whatever its form)
* develops in accordance with definite Jaws which are based on objective
necessity. This objective necessity manifests itself differently under
different forms of society. Under capitalism objective necessity, acts as

an elemeatal economic law manifesting itsell through an infinile num-

ber of flucluations, by means of catastrophes and cataclysms and dis-
. ruption of productive powers, Under the conditions oi the socialist
. method of production, objective necessity acis quite-differently, Tt

operates as an economic law which is conditioned by thé entire internal -

and external state of the particular society, by all the historical pre-

requisites of its evolution; but it is an' objective necessity known to,’

and working through the conscicusness and will of men, as represented

by the builders of a socialist society, by the guide and leading force of

the society—the Soviet and the Communist Party, which guides
ali the activity of the toiling masses. s

Thus the economic laws of socialism emanate from the real condi-
-tions of the material life of socialist society, [rom .the total internal

and external conditions of its development, But these laws are not
realized spontaneously, nor of their own &ccord, but operate as recog-
nized laws consciously applied and utilized by the Soviet state in the
practice of socialist construction, - - ‘ 8 :
- Socialist-society sets up a task of making an active change in the

conditions which were inherited from the past, It does not assume the

responsibility of perpetuating these, conditions but, on the contrary,
tries to transform them, sometimes radically, in accordance with the
basic task of the construction of sociglism and further progress to a
higher phase of communism, The economic laws of socialism are
vealized by means of the organized actions of the builders of the
socialist society, their actions are directed toward preéistablished goals
“and toward accomplishing thesults. In this ljes the funda-
mental distinction between the economic laws of socialism and those
of capitalism. -
_Speaking of socialist society, Engels said in Anti-Ditkring;
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The conditions of existence forming man's environment, which up to now
have dominated man, at this poirt pass under the domination and control
of man who now for the first time becomes the real conscious master of Na-
ture, because and in so far as he has become master of his own social organi-
sation. The laws of his own social activity, which lhave hitherto confronted
him as external dominating laws of Nature, will then ve applied by man with
cemplete understunding, and hence will be dominated Ly inan. Men's own
social organization which has hitherto .stoed in opposition to them as if
arbitrarily decveed ‘hy Nature and history, will then pass under the control
of men themselves. It is only from this point that men, with full consciousness,
will fashion their own history; it-is enly from this point that the social causes
set in motion by men will have, predominantly and fn constantly increasing
measure, the efiects willed by men. It is humanity's leap. from L.e realm of
necessity into the realm of freadom (pp. 206-97).30

The questica of the character of tf;e' economic laws ofﬂsq;iﬂafistin is

naturally connected with the question of tke ecmomic réle of the Soviet,

state. In all aspects of society, including economic life, the Soviet state

- hns played g part essentially different from that of any othe state.
Some superficial observers, for instance, many foreign journalists and.:"

econatnists, try to reduce this difference to one of quantity only. The

Soviet state, they argue, “interferes more” in economic activity than -

do othér contemporary states. Obviously, the question is not.that easily

-cxplained. There is a basic qualitative difference, the essentially dif-

preceding modes of ponduction. - . : g

.- To be sure, under capitalism too the state ofteri eigages in-the most
serious intervention in economic life. Historically speaking, it is suf-
ficlent to recall the r6le of the state during the period of primitive:ac-
cunwlation. Having in mind the acts of the state in this period, Marx

ferent réle of the state under socialism as compared to that under all’

. wrote that force is the midwife of the-old society pregnant with the-

new. If we speak of the present périod, it is enough to recite the numer-

ous measures of all belligerent states, directed toward the subordina-

tion of the economy to-the task of conducting the war, - ;
Thus it v.ould be comical 2ad absurd to deny that under capitalism

‘the state also can and actually doees play s not unimportant réle in

economic life, But this r6le is limited by the fact that the entire econ-
omy is within'the confines of private property, that the-entire economy
is ‘based on capitalist privete property in the mcans of produc-
tion. The state can interiere and does interfere in actions of capitalists.
This interferénce sometimes nssumes & serlous character and results
in promoting interests of 2 small group of proprietors at the expense

" Herr Eugen DRhring's Revolulion in Science, p, 318.—Translator
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of other groups, but the character of the interference is such that the

general basis of the domination of private property remains in full

force,

Under socialism the economic réle, function and significance of the
stale have an essentially different character. The means of production
are in the hands of the whole society as socialist property, and the
prepongerant part of the means of nraduction is national propoerty, i.e.,
belongs to the Soviet state, Because of this the Soviet state executes

_ & number of functions and tasks which by their very nature are alien

to every other type of state. )

The Soviet state is the most powerful economic force, Tt executes
tremendous work of economic vrganization, embracing all aspects of
the development of society. The planned administration of the national
economy, management of the national budget, contral over the measure
of work and of consumption, provision for the economic requirements
qf the country’s defense, protection of public property—the very
listing of these most important functions gives a picture of the’scopé
and the sighificance of the work exccuted by ihe Soviet state in the
socialist systém of national economy. ’

. T.his work is colossal not only in economic construction in peace but -
in t:me. of war as well. Such a huge undertaking as the transfer of
‘industrial activity te the East, the cvacuation of many hundreds of -

enterprises to Eastern districis, the establishment there of a great
number of new enterprises, and the provision for their raw materials,
labar power, cadres—all this would have been completely unrealizable
under private ownership of the means of production. Only the ad-
vantages of the Soviet order opened the possibility of successiul reso-
lution of tasks of such a scale-ar’¥ significance. The Soviet system is
the most progressive, the most & yanced system. The study of the

‘political econormy: of socialism should therefore fortify the students’

feeling of Sovi_et patriotism, their boundless love for the Soviet father-
izll_lngl zla..nd readiness to defend it at the price of their blood, and even
eir lives,

_The understanding of the real nature and character of the economic

laws of socialisn_1 must penetrate all the teachings of the whole political
economy pf socialism in the section devoted to the stages leading to
the_ socialist mode of production as well s in that devoted to the basic
traits of socialism. - -

In studying the evolution of the soclalist order it is necessary to

~ keep in view .the fact that both of the gigantic transformations which
assured the victory of socialism in the U.S.8.R—~—the industriclization
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of the country and the collectivization of agriculiure—were laws of the
sacialist development of our seciety. After the Soviets achieved power
in our country, the task that faced the Soviet nation was the transition
of the U.5.5.R. from the paths of an agrarian economy with pooriy
developed industry and crude technological base to the tracks of in-
dustrialization, highly developed technologically and economically. This
problem faced the Soviet nation not as a question which would permit
of one solution or another, but as a question permitting only one sclu-
tion: it was necessary to realize, and at a rapid tempo at that, the
socialist industrialization of the U.S.5.R. ' ]
Without attaining the industcialization of the country, socialism

could not have won out in the U.S.8.R. Qur country would bhave been

. doomed to lose its national independence and become the prey of alien

invaders. The course of the war against Hitlerite Germany reveals
with entire clarity that our country could not have resisted an enemy
armed to the teeth, had it not realized (he Stalinist program of socialist, *
industrialization, guaranteeing a highly-developed industrial base which

provided ihe army with modern military equipment on a_scale de-

manded under the present conditions of war. - - -0 . =
‘Thus socialist industrialization was a law of socialist development of-
our society. This economic necessity was recognized in fime by our

Farty and the working class, and was accepted by the Soviet state. It

was placed as the foundation of the general line of ‘our Party, of ‘the-
Soviet power in the sphere of socialist construction. o :

The same is true of the collectivization of agriculture, Comrade Stalin -
showed ‘that it is impossible for any considerable perfod to. rest the

- Saviet power on two different bases: on the one hand, a large-scale

machine industry and on the other, a small, atoniized peasant econ-
omy. A tremendous revolutionary upheaval was necessary to bring the
million-headed peasantty onto the tracks of large-scale folkhos ccon-
omy, which is based on socialist property and collective labor, and tle
broad application of science and technology to agricultural economy. -
The victory of collectivization and the liquidation of the %ulak as a
class signified the triumph of socialism in the country, and eradica-

_ tion of the causes which gave birth to exploitation of man by man. In

the conditions..of a patriotic war the enormous advantages of the
kolbkog system assured an answer to the food problem, even in
excepiionally difficult circumstances when the enemy had succeeded
temporarily in capturing severai important agricultural veglons of the
country. : -
Thus the collectivization of agriculture was a Jaw of the socialist
development of our soclety. : :
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) '!‘here lies the heart of the problem regarding the economic laws
\\:hlch we learn when we study the development of the socialist order.
These economic laws of socialism in their character, content, method
of action are fundamentally different from the economic laws of capi-
talism. Such is the nature of the economic laws which we encounter in
the study of the basic characteristics of the socialist methed of pro-
duction.

ILis well kuown thal socialist sociely cannot develop outside of the
pfam:f:d administration of the national economy, that socialism and
planning are indissoluble, that planning lies at the base of our cco-
nomfc'development. Socialism is inconceivable without a plah. Planned
administration of the economy is the indispensable economic necessity
for a socialist society,

Under capitalism the planned administration of the national econbmy-

is unrealizable because capitalism is based on private property in the

means of procuction. Private property creates competition. It divides,
atomizes separate parts of the economic organism of the country which,

on the one hand, are bound in intimate economic interdependence and,

on {.h_e .other hand, consist of self:sustaining independent units, Under
capitalism, chaos, anarchy of production, blind laws of the market

dominate; they dictate sich and such measures to individual capitalists - -3

and individual enterprises only th ions in pri
in the conditions ofq:ale, ete, d ?nglf ﬂ'qctuatlons " pflceS, Chmlg?s
A_n entirely different picture is presented by the socialist system of
nagxonnl economy;’ the socla] property in ‘the means of productios
Fmtcs t:he entire naucnal economy into one whole. In these conditions
:he national economy of the country cannot avoid development accord-
ing to Qlan; socialist economy cannot exist and develop except upon
the basis of a plan which embraczs the whole national economy. The
planned character of socialist economy flows from the socialization of
:};EieTez.lsns,of p;loduction. A national economic plan for a socialist
1 1 1 H H H - F. ;
nccds{! : p‘::so g;:c a necessity as the satisfaction of the mqst elementary-
Thus for socialism planned administration of th i
ques}ior! of volition or caprice but an objective ecasoe:tci): ;r:ge;:itnot :
._Dfsmbr{hafraccording to labor serves as onother example y'..E'he
‘ guld.mg p:r_mc:ple of social life under socialism is: from each accc.'rding
to his ablhfy, Eg each according to his lubor. In socialist society there
isno exploitation and social property governs over the means of pro-
duction. It is a soclety which has a level of development of the broduc-
tive forces sufficiently high to be manageable to permit placing the
productive forces in the hands of society and to abolish exploitation,
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but not high enough to guarantee such a high productivity of Iabor,
such an abundance of products as is required to realize the principle of
distribution according to need, for the full satisfaction of #ll needs of
people. ' '

The question therefore remains: Under the given objective condi-
tions of the existence of a socialist society, on what principle should
distribution be based in ihis society? It is possible to give only one
answer to this question: Distribution must be based on the principle
of labor—products must be distributed among the members of society
according lo the guantity and guality of labor expended by each. I
we should adopt any other principle of distribution—whether such -
other principle be one of equal distribution or distribution according to
need—society could not normally function and expand. ‘

Thus distribution according to labor is the objective necessity for 2
socialist society. ‘ S : .

These examples once agaln confirm the conclusion that a socialist

* society Jives and develons according to certain economic laws. At the

root of these econamic laws lies the objective economic ‘necessity dic-

tated by the tatality of objective conditions of the life of soclety.. v -

How do matters stand under socialism in so {ar us the laws and

categories operating under the previous method of production are.

concerned? In former tesching practices there was widely current i

the curricula and textbooks an entirely erroncous idea that from the ..

first day of the socialist revolution all Jaws and categories of the eco-
nomics of capitalism lose their. force and cease to function, It is evi-
dent that the matter is much more complex, : '

In particular, in our instruction and textbook literature the incorrect

idea taok root that in the economics of socialism there is no place for ",

the law of velue. This iden clearly contradicts the numerous statements
of the 1nasters of Marxism and the whole experience of socialist con-
struction. It is well known that the Taw of value began to operate long
nefore the rise of capitalism; Engels estimated the “age” of this law
to be some five to seven thousand years, Afier the abolition of eapi-
talism, socialist society through iis state subordinates the law of value
and consciously makes use of its mechanism (money, trade, price, ete.)
in the interests of sociulism, in the intercsts of planned direction of
national ecotiomy, : : ' ‘
“The notion that the law of value plays no rle in soclalism s, in
essence, opposed to the whale spirit of Marxist political economy.
Familiar statements of Marx and Engels show that they well under-

stond that thc matter is much more complicated. The idea that the .

2
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;a;:zro:hw:lue z}lslomfatically and mechanically disappears inimediately

e transition from capitalism to sociali i

e miihe transil i falism was alien to the found.
In the Critique of the Gotha Pr

) e Crit ogramme Marx wrote thus copcerp-

ing socialism—the first phase of the commumist society: *

de::-?:;at ‘;ve have to'dcal Eviah here is a communist society, not as if it had
ped on a busis of Hs own, hut on the contrary as it entcrges from

capitalis . et . .
pitalist soclety, which s thus in every respect tainted economically, morally -

:nocli“ Lns:l;secet;a;% witl; tltlg_bereditary disrases of the old sodety from whose
b it § ng. In this way the individual prod i : apai
from sociepy oE, . thi producer receives back apain
n Y ns, exactly what he gives, What he has pi
society s Lis individual amaur{t of Iabor. F . A working.day
i - For example, the social working-d
consists of the sum of the individual kours The indi oriing,
; ie sur urs of work. The individun]l working-
tt:-:xl;?: tgfl tII:e E}dmg_ual producer is that part of the social \\'orking-:zgflggg-'
he pae con{ri bl::,d is part thereof. He receives from society a voucher thas
ed such and such a quantity of wark (after deductions from
rough this voucher on the secial
work costs, The same amoun of work .nmptlpn ps the sime quantity of
‘ forll_}-:, oo ;Jtceivos e am nn:; t;:r'“ork which he has given to socicty ‘i one
ere obviously the. same princi i at ;
b S ple prevails 23 thot which regulates’ i}
?::hange of commadities so far as this exchunps 5 of erual values :Cg'd]:i.m nd
orm are changed because under the chang;d e conteibaies
ept his labor and, on the gther

i.e, equal quantities of labor Iy one fo
fabor in another form {Setchineniia, ‘li‘m }a{r‘ef’d:fng;;!) f‘c:r el quantities o

In Book 11 of Volume IIY of Capital we read:

Sterch exprasses (he opinion”of many others, when he says: “The salable

» ’ '+
ploducls “hiC-h “]ake up Lhe nﬁuﬂ“al revenue must be COI“ldel ed 1]]‘ po]lhcal
econol“y in two Ways Ihey must [u) n Uiy Akl {4] A9t uals
i 3 be nSIdered i th\.f relat ons to indi d

dsan g i

i thgeg::f‘:::‘cal b?:y wurrkmg merely _for the satisfaction of the nationat wnnt.:
but i oo 15'0 :'i:z’c ; ;:rsltli'lﬁ z}boltllon of the capitalistic mode of prudurlion‘
n vogue, the determinati inues

e w , rmination
1'pW v:ll in such a way that the regulation of the labor tl&ivﬂl&et;?:n:!]izrss
orks, Vol. XV, Russiun ed, P 3T T . -
the Gotha Programma {New anl:, Imemat.n Pﬁgﬁs‘h’}e’t:t f::.\)!:cphluond 'ill‘iuﬁ:tcrmqw o

" N — or

conditions ne one contributes -
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bution of the social Jabor among the various groups of production, also the
keeping of accounts in connection with this, become more essential than ever
(Capital, Vol. 111, State Political Publishing House, 1938, p. 750)."*

Of course, it would be an absurd and uncritical approach to presume
that Marx and Engels could foresee and foretell the concrete, practical
way Egrcflglgx the iaw of value in the interests of socialism, These
ways Ife worked out in the course of the richest practice of socialist
construction In the U.S.5.R, and were generalized by the genius of -
Comrade Stalin, who showed how the Soviet state puts at the service of
socialism such instruments of capitalist economy as money, trade,
banks, etc. The asseriions of Stalin on the fate of the economic cate-
gories of capitalism under conditions of sccialist society are theoretic
generalizations from the magnificent experience of socialist construc-
tion in the U.S.S.R. and signify a new stage in the development ot the
science of Marxist-Leuinist economics, These statements are -amoig

_ the most important principles of the political economy of soclalism

created by Comrade Stalin. ,
In these assertions Comrade Stalin presented a great deal that was
new, which eould have been_ foreseen neither by Marx nor even by
Lenin. It couid bave been grasped only &s & generaiization based upon -
the richest experience of socialist construction in our country. "
The former, faulty interpretation concerning the law of value-
under socialism closed the path to the correct understanding of "the
problems which now sharply confront us not meiely as theoretic ques-
tions but as practical questions in our economic policy, Under sociulism,

* the gu.iding principle of social life is distribution according to and based -
- upon the quantity and quality of work performed. That means that

labor continues to be the measure in economic life. Naturally, it fol-
lows that the law. of value under socialism is not abrogated but con- ~-
tinues to exist, although it- functions under different conditions, in a -
different environment and, when compared with capitalism, reveals -
most radical differences. ‘ s i
The guiding principle of social life under socialism is, from each™
according to his abilities, to each according to his lakor, This demands
that every worker in socialist production be rewarded strictly in
accordance with the quantity and quality of work which he expends
for society as a whole. Socialism cannot exist without what Lenin called
national accounting and control of the measure of labor and measure
of consurnption. But how is the strictest accounting and control by the
Soviet state exercised over the measure of labor and measure of con--
sumption of each member of society? ‘

» Capital, Vol, ILL, pp. 991-¢2.~Translatcr
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At first glance it might scem that the simplest way out is to measure
labor in hours ur days, in what Marx calls the natural measure of
labyr—that is, the time of labor, labor hour, labor day, etc. But the
diificulty is that the Iabor of the citizens of a socialist society is not
qualitatively uniform. In this respect it differs from the work of mem-
bers of a communist society. These inequalitics of labor under socialism
flow from the following circumstances.

Under socialism the opposition between city and country is under-
mined, the fundamental opposition between the working class and
peasantry is abolished. Nevertheless, some differences continue to exist

between city and village, between industry and agriculture, between

workers and peasants. These differences extend to the compensiation
for labor, inasmuch as the workers and employees receive a fixed wage
~—by the piece in the majority of cases—while the collective farmer is
paid in work-days; also a part of his remuneration is paid in kind, In
addition, the collective farmer does some auxiliary farming on his own.

Again under socialism the decpest roots of the age-old opposition
between intellectual and physical work are uprocted, Nevertheless, a
distinction between physical and intellectunl work still oxists. Woik
of one category requires more training than that of another. In other
words; there exist differences between skilled and unskilled work, and
between work of various degrees of skill, One sort of occupation is
better equipped technically than another; the level of mechanization
and electrification of production is not uniform in different branches

- of production. . .

Al this signifies that the hour (or day) of work of one worker is not
equal to the hour (or.day) of another, As z result of thig, the measure
of labor and measure of consumption in z socialist society can be
caleulrted only on the besis of the law of valye. The calculation and

comparison of various Linds of labor are not realized directly, by .

means of the “natural measure of laber—labor time—but indirectly,
by means of accounting and comparison of the products of laber, of
commodities, The labor.of the members of socialist -society produces
" commodities. These products of labor in 2. soclalist economy are, on
t!:e one hand, use values, i.c., material goods needed for the satisfac-
tion of various needs of saciety. On the other hand, the products of
§ocia_list labor have value. From this follows the utilization of such
instruments as trade, money, etc., as tools of a planned socialist econ-
omy. The preducts of soclnlict production reach the consumer in the
course of trade, with the help of money. Wages of workers and em-
ployees are pakd In money. To a certain extent the work days of the
collective farmers are also paid in money. Besides this they recelve
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money from the sale of a part of the preducts obtained by them as
payment in kind for their work-days or irom their auxiliary private:
farming. With their money income the workers buy commodities.

The mistakes of the former teaching in denying the operation of the
jaw of value in socialist society created insurmountable difficulties
in explaining the existence under socialism of such categories as money,
hanks, credit, etc. The understanding of the réle 2nd significance of
the law of value under socialism makes it possible correctly to cast
light upon all these problems, in a strictly logical intertelation, proceed- -
ing from the premise that under socialism too the law of value func-
tions and, furthermore, evaluating the fundamental peculiarities under
which it functions in socialism. . ’

In the planned socialist economy of the U.S.S.R. commodities are
objects of purchase and scale. They have prices which ‘are money
expressions of their value. Hence the possibility at once arizes that the

price of an article will not coincide with its value, The bulk of the com-~ - -

modities available for sale belongs to the-state and its organs and dlso,- .
to coiiperatives, This also includes the entire production of the com-

pletely socialist type of enlerprise and that portion of the production”™ ™
- af the social economy of the collective farmers ‘aud artisan codpera- -
tives, as well as of the personal auxiliary econcmy of collective {armers,

of individual farmers and non-cofiperative artisans, which accrues’to. .

the government and the cobperatives through compulsory deliveries,

payment in kind, purchases, etc. All this mass of commodities is sold
2t prices set by the state. However, a certain part of the commodities
is sol on the unorganized market by individual citizens. This includes -
. part of the preducts of the personal auxiliary economy of collective .
and individual farmers and craftsmeun, as well as that part of the pro- =
duction of the socialized economy of the: collective” farms which is
distributed in kind according to work-days and then s sold by. the
collective farmers on the market. As is known, thess commodities-are
sold according to prices evolved by trading in the market. Thus in the
Soviet economy there exist in fact two markets and two kinds of prices,
Utilizing the law of value, the Soviet state sets as its goal the estab-
lishment of commodity prices based on the socially-necessary costs of - .
their production, The setting of prices takes into account the tasks of
socialist accumulation as well as the tasks of raising the standard of -
living and the cultural level of the toiling masses. The socia) costs'of
production: serve as the starting point in the setting of prices. They
include the entire sum of expenses Incurred in the production of a
commodity, i.e., the full value of the commodities produced in a social- -

ist enterprise. The prices of commodities are set with cortain deviations = =
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from their values, corresponding to the particular objectives of the
Sovict state, and the quantity of commodities of varicus kinds which
can be sold under the existing scale of production and the needs of
society.

A struggle goes on between the organized market, which Is in the
hands of the Soviet state, and the elemental forces of the unregulated
market. In order to be the complete master over the market and to be
able completely to dictate market prices, the Soviet state would have

to have at its disposal enormous masses of commedities, enormous.

reserves of all sorts of goods. .

The fact thet a commodity produced in a socialist society is; on the -

ohe hand, a use value and, on the other hand, a vaiue, has an essential
significance in 2 planned, socialist economy. ‘

The stute's national economic plan provides that each enterprise
produce a definite quantity, i.e., definite use values. At the same time,

execution of the plan requires a definite level of expenditure of Iabor

and materials of production, i.e., it requires a definite value of pro-
duction. The plan determines the production program of an euterprise
according to natural and value-indices, inasmuch as it deals both with

use values and with the valtes of commodities.”
~ In Soviet society the type and quality of commeodities are matters of

. State decisions and subject to strict staie control, That applies to the - .
vse values ‘of commodities which are products of sncialist production, ..

Of no lesser significance in a planned socialist economy is the vaiue of
commodities. " : Co

Cost accounting, which is bosed on the conscious use of the .law of -

vatue, is an indispensable method. for the planned leadership of econ-
omy nmder socialism. S : ’
Sucialist economic managemeni is based on an accurate correlation
of the expenditures of labar and materials on the one hand with the
results of production on the other. Such a correlation is réakized in

every socialist enterprise. But comparison of the expenses of the firm",

in a given period with the whole mass of praduction for the same
period presupposes reduction of both expenses and resuits of produc-
tion to a'single denominator, Such a' comman denominator exists: it is
the value of the commodities, Cost accounting is based on the fact that

expenses and results of production are carried on in value form, i.e., -

are expressed in the form of definite sums of ‘money, .
The value of a commodily in secialist soclety is determined not by

the units of labor actually expended on its production, but by the quan-

tity of labor socially necessary for its production and reproduction.

A strict observance of cost accounting is the means for the discovery
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and eradication of every sort of superfluous, unproductive expendi-
ture and loss, all kinds of mismanagement resulting in the reduction
of production costs of the individual firm to a2 minimum.

In socialist society the product of labor is a commodity; it has yse
vaiue and value. This means that labor in socialist society hasfiwg
aspects; on the one hand, concrete labor producing use value, and on.
the other hand, abstract labor, a definite portion of the aggregate labor
expended on social production, . o

But this dual character of labor is no longer linke? with the con-
tradiction betwecn private and social labor which is charauteristic of
commodity production on the basis of private property. e labor of
individual workers engaged in socialist enterprises has a direct social
character. Every useful expenditure of labor is directly rather. than,
indirectly part of the social labor, since all sccial labor is organized

.:according to plan on a national scale. Hence there is abolished that-

characteristic of commodity production by which labor spent on the
production of useful objects may prove useless to society; labor _whic!;,
finds no secial recognition because the commodity it produced remalis

unsold. Under the domination of private property, the producers of .. ’

commodities, amidst innumerable deviations and disturbances, receive

" only on the average, during the process of exchange, reimhursement for

expended Inbor. Under capitalism the right of the producer to property

in the products of his labor is replaced, as a result of the force of the. '

laws of capitalist production, by the right of .the capitalist to appro-

priate the product of alien, unpaid Iabor. In socialist society, all lab_‘?f L

- useful to society.is rewarded by society. )

The commodity which is the product of socialist production no_
longer contains those contradictions which. are inscparable from the
commodity as a product of both small-senle commodity production and
capitalist production, that is, the contradiction between use value and
vahue, between private and social labor. In other words, it is no longer

the bearer of those cortradictions which, in their further development,

inevitably lead to the rise of capitalist exploitation, crises, etc.

Thus we see that there is ho basis for considering that the law of
value is abrogated in the socialist system of national economy. On the
contrary, it functions under socialism but it functions in a transformed
manner. Under capitallsm the law of vaiue acts as an elemental lgv_t-of
the marxet, inevitably linked with the destruction of productive forces,
with crises, with anarchy In producticn. Under sociallsm it ncts as a
law consciously applied by the Soviet state under the conditlons of the
planncd administration of the natlona! cconomy, under the conditions
of the development of an economy free from crises. The transforma-

- 205
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tion in the function of the law of value in a planned, socialist economy
is revealed, first of all, in this: that the law of value does not function
through a chaotic distribution of social labor and the means of produc-
tion among the various branches of production, i.c., in the production
of different use values. In seciulist scciety the distribution of money
and labor power among the different branches of production is realized
in a planned manner, in accordance with the basic tasks of socialist
construction. These proportions and interrelations in which difierent
branches of the national economy under socialist structure are de-
veloped are basically distinguished from the proportions and inter-
relations which were established by the chaotic force of the market in
the conditions of capitalism. _

Further, the law of value under capitalism acts through the law of
the average rate of profit, which loses significance under socialism,
Under capitalism this law results in the collapse and, finally, in the
liquidation of a firm that yields a lower profit than the average. The
capitalists and their capital rush toward those branches of praduction
where the rate of profit is high. :

In a socialist system the overwhelming majority of enterprises are

“national property, i.¢., they belong to ane master—the Soviet state. Thus -

the Soviet state can control production for the most fundamental inter-
ests of socialism and does not have to bow to the law which makes
impossible the development of a branch of praduction which at first
must run at a loss'or at least not yield 2 profit,

For 2 long time our metallurgical plants operated at a loss. The
Kirov plant at Makeev first showed g profit in 1935, The Magnitogorsk
and Kuznets plants showed profit even later, For the initial period

metallurgy was subsidized by the state, If this country had had a -

bourgeois system instead of a Soviet system,.we would still be without
the hackbone of any heavy industry, That means that when war came,
we would have been an easy prey for the enemy. It is well-known
that in Tsarist Russia metallurgy did not develop, without subsidization
from the T1arist government. But despite this subsidization, metallurgy.
remained a weak link in the nativtial cconomy, We broke tLe law of
. capitalistn——the law of the average rate of profit, Capitalist profit has
been liquidated and private property in the means of production has
been abolished; the Soviet state created & powerful industrial base
without which our country would have faced the enemy unarmed,

- This distinct character of the law of value under conditions of social-
ism has tremendous significance not only theoretically but also prac-
tically. Ce T

The law of value will ke overcome only in the highly developed stage
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of communism when the productivity of labor will be so advanced and
socicty will have at its disposal such an sbunda_nce of productg that
transition to the distribution of products according to needs will be-
come possible. .

Thus we see that the law of value in a socialist economy is no longer
an overriding force dominating social production, but socxal pl:oduc-.
tion proceeds according tn,Futher, in view of the domination of
social property-in the meansof production, labor power, laqd, and the
most. important means of production - (equipment of factories, pla.n'ts,
machine tractor stations, state farms, etc.) are no-longer commodities
in a socialist society, Land in the U.S.5.R. is appraised in money terms
but it is not an object of purchase and sale. The other means of produs-
tion have value which is expressed in money termis but they are not
objects of free purchase and sale, ‘They move from a production enter-
prise to a consumption enterprise and in this course. are regulafed by
Soviet laws and national economic plans‘. Under tlfe ‘dom}nnt:qn of
private property in the means of production, opemtlon:‘_of :flc-!aw of:
value inevitably leads to the rise and‘_developn:leqt_ of ;c§!)1lla11;t ex- .
ploitaticn; in socialist scciety ‘the rise of ‘exploitztion is ulg:cl;eq by - _
tite domination of socialist property in the means of ;‘)rodflctgqn.“_ o

There has been.confusion in the p.i"_evin_us practice of the tea.fchinlg'
of political economy on the subject of the surplus product under social-

ism. The teachers have often presented the ma_;‘.;gf as though the"sur--_
“-nlus product does not exist under socialism. This is; of course, entirely
[

untrue. In the first 'volume of Capital (chup, 15),'—Marx_méke's.the
following remarks: - . : _ ST e .
Only by suppressing the capitalist form of production could the length of

- the working-day be reduced to the necessary lsbor-time. But, even in that -

the Iatter would extend its limits. On the one haud, because the notion of
f‘ﬁ::mseo[ subsistence” would considerably expand, and the laborer would lay .

" claim to an altogether. different standard of Life, On the other. hand, bécaise

& part of what is now surplus-labor, would then'count as nscessary labor; .

I mean the labor of forming & fund for reserve and accumulation*
1t Is interesting to note that in the French edition of Cap_:"tal the la:st

scritence Is translated thus:®® ) 1
Meanwhile it |s necessary not to forget that the part of the prescot surplus
and precisely that part which is expended In the formatlon t_:! a raserve Iund___

and accemulation, would then be considered as necessary laber and that the

present magnitude of necessary labor is limited only by the cost of thé
* Copltal, Vol. I, chap. 17, pp. 580-81.—Translstor . - . o

® The article did not render this passage in Frenche-~Translato o
o208
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maintenance of the wage laboring class, doomed to produce the wealth of these
masters, ‘

Thus the thought of Marx is clear. It means that after the liquidation
of éxploitation of man by man surplus labor is as necessary for society
as necessary labor. It does not in any way mean that there is then no
need for surplus labor which is directed to the satisfaction of such
essential requirements of society as the formation of 3 social reserve
fund and a fund of accumulation, which appear in Marx as examples
of the needs of socicty as a whole. Under the socialist system the sig-
nificance of these not only does not decrease but actually increases.

Furthermore, in Volume III of Capitel Marx directly points to the

" fact that after the transition to socialism the necessity for surplus Jabor

and surplus product remains. Finally, the most detailed of all the .

analyses on this quastion is given by Marx in The Critique of the Gotha
Programme, ‘ : _ ) ;

In exposing the reacticnary-utopian views of the followers of Las-
salle, Mary deals in detail with the slogan of the “full proceeds of

labor"—the Lassalle variant of the petty-bourgeois demand for the

“right to the whole product of labor,”-Marx demonstrated the errcr
and absurdity of this demand by showing the composition and distribu-
tion of the aggregate social product. Before we may proceed to the
share of the individual in-the aggregate social product, it is necessary
to deduct: - - ) B -

“Firstly, reimbursement for the replacement of the means of ‘pro-
ductions used up; ) :

.~ _“Secondly, an additional portion {or the extension of production;

"~ MThirdly, reserve or insurance funds to provide against misadven-
tures, disturbances through natural events and so on® (Sefectcd Works,
Vol II, 164y, p. 451} . ‘

After all these deductions, thete remaine, in the words of Marx, the
residual part of ‘the aggregate product which is designed to serve as
means of consumption. But, before it goes into individual distribution,
it is necessary to make a series of deductions from this part:

“Firstly, the general cosls of adwinistration not appertaining to
production. ‘

*This proportion will of course be considerably lessened in com-
parison with what it represents in soclety as it is at present and will
diminish in proportion to the development of the new sdclety.

“Secondly, whas is destined for the satisjaction of communal needs,
such as schools, health services, etc.
~ “This proportion will of course increase in comparison with the

B The Critigue of the Gotha Programms, p. 27.~Translator
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expenditure on the same objects in existing society and wiil- grow in
propurtion to the development of the new society.

“Thirdly, funds for those unable to work, etc., in short, what comes
under the heading of so-called official poor relief today.”**

It is easy to see that all ihese deductions from the aggregate social -
product which Marx foresaw—with the exceBtion of the part needed
“for the replacement of used meafs of production—can be covered only
at ihe expenye uof the surplus labor of the members of socialist society,

And in reality surplus labor (i.e., labor over and above that needed
for the immediate satisfaction of personal needs of the toilers) must
always exist under every social system. In our country socialism de-
stroyed the expleitation of man by man, it liguidated the appropriation
of surplus labor, surplus product and surplus value by pardsitic ex-
ploiting classes, Socialism in the U.S.S.R. exierminated the parasitic
consumption of the uon-working classes, which reilly was a plunder- .

- ing of the fruits of the surplus labor of workers and peasants. But at:
the same time tasks of a gigantic scale confront socialist society, the .
solution .of which is inconceivable without the expenditure of surplus
labor by eich worker, peasant and intellectual of the Soviet Unjon.- .~ -~

Even under socialism a certain part of the product of. social labor. - -
must be systematically diverted to purposes of accumulation, This is -
the most important condition for expanded reproduction, the necessity -
of which is dictated by the nced to;satisfy the incessantly rising de- - -

" mands of the toiling masses, as well as by the natural jrowth:of the i, - ..
- population. By means of the accumulation of a cértain part of the = .

aggregate social product, .6, a certain part of the annual surplus

product of society, the gigantic construction of the USSR, has -

been realized. . _ S
Furthermore, a fixed part of the surplns product goes to cover the
current needs of soclety as a whole, it is sufficient to recali the sig- -
military might of the U.S.S.R. It was preécisely the wise and far-seeing
policy of the Saviet government, directed toward equipping the Red

Army with indispensable modern military technique by creating in our

country a powerful defense industry serving as the forge for this equip-

ment, which saved our country in the year of its greatest trials, A

| certain portion of the surplus labor goes toward realization of such
rights of the citizens of the US.S.R. as the right to education (the

" maintenance of schools, universites, libraries, etc.), the right to
recreation (sanatoria, rest homes, etc.), the right:to security in sick- .-
ness and in old age (hospitals, pharmactes, old age homes, ete).

¥ ibid., p. 28.—Tranglator

niScance to our fatherland of the expenditures made to strengthen the " L
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1t follows from the above that under secialism, the workers must
by their own Jabor produce—above that which they receive for their
personal needs—a certain surplus for the satisfaction of the needs of
society as a whole, .e., a suiplus product, The working class, as the
leading force of socicty, cannot but concern itself with the satisfaction
of social needs. Therefore, even under . socialist sysiem the workers
jnust perform more work than is necessary to satisfy their immediate
personal needs. This is especially clear and is sharply revealed in the
conditions of the present war when the victory over the enemy is being
forged behind the lines by the self-sacrificing Jabor of tens [of mil-
lions] of Soviet patriots who came to the help of the Red Army.

_Thus, in 2 socialist society the surplus product is placed at the
disposal of society as a whole for the satisfaction of all social needs
anil deiands. In a socialist society, Lenin remarked, “the surplus
product doos not go to the property owning class, but to all workers
and enly to them® (Leninski Sbornik, T. XI, c. 382).

~ 2 Russlan ed. of Lenin Miscellany, Vol XTI, p. 382~~Translator




