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THE NEW RUSSIAN IMPERIALISM

The bad blood in Big Three relations
that came to public view during the London Conference of
Foreign Ministers in September, 1945, reached its boiling
point last month as the world lived through a war of nerves
reminiscent of the Munich days.

If the man in the street did not react with the frenzy of
fear that swept the world during the Munich crisis, it was
only because humanity is still too numb with the pain of
six years’ torture in total war to be sensitive to the new dan-
ger. A new world war less than a year after the end of the last
one seems too monstrous to be possible. Man’s mind, which
has recorded almost limitless human misery for the last dec-
ade, rebels at the prospect of 2 new war—above all in the awe-
some shadow of the atomic bomb—and refuses to encompass it.

Yet the pattern that emerges out of every day’s news shapes
the terrible reality that World War II was not the last and
drives it into man’s consciousness. Russian troops march and
counter-march in Iran. The American General Staff demands
an extension of conscription. The American State Depart-
ment supports Chinese efforts to force the Russians out of
Manchuria. Russia announces a new Five-Year Plan which fea-
tures tremendous outlays for armaments. The Americans pro-
ceed with “Operation Crossroads,” the first realistic maneuvers
for the age of atomic warfare.

With such concrete developments as the background, the
war danger cannot remain vague and ill-defined. It is not “a
war” but “the war” which looms. For the first twenty years
foHowing World War I the actual line-ups remained uncer-
tain and Russia switched sides at the very outbreak of the war
and then again during the course of it. However, today when
the “little man” whispers the fear that will not be suppressed
he does not ask about war in general but says, “Will we fight
Russia?”

A World of Two Real Powers

The relentless struggle for survival through destruction of
rivals that has characterized the monopoly capitalist epoch
has produced a world which contains but two real powers.
The second, third, tenth and eleventh rate powers find them-
selves tied to one or the other sphere. The lines are sharply
drawn and the elbow-room for maneuvering between the
power combinations that prevailed in the past is almost non-

existent. France’s threat to “seek aid elsewhere” (i.e., in Rus-
sia) if the United States does not.grant her the request
loan, is harmless bluster and will be treated as such by Wash-
ington. How could it be otherwise when even Britain, which
still does have an empire, finds it has. neither the economic
nor the diplomatic chips with which to bid against the Amer-
ican colossus? Some antiquated Lords who still see the world
through Victorian spectacles may rise from their seats in the
House to fume about “Yankee greed” that dictates a hard bar-
gain in making a loan to Britain, but cven they will be gently
informed by solicitous friends any day now that “Britannia
Rules the Waves” is merely a sentimental song that no longer
corresponds to the facts.

The key to understanding the change which World War
11 has wrought in balance-of-power politics is to be found in
the fact that, if the socialist revolution were set aside for the

Its Relation to the War Danger
Its Economic Policy and Aims

moment, the main question before the war was “Which of the
capitalist powers will survive?” whereas today the question is
“Will the world of capitalism or the world of bureaucratic
collectivism survive?” Laval could journey to the Moscow of
1934 to sign a defense pact with Stalin against Hitler and
achieve a diplomatic coup for France. But when the impetu-
ous de Gaulle journeys to the Moscow of 1945 to sign a pact,
he makes a meaningless gesture which leaves London and
Washington unmoved. For in his less dramatic moments even
the new Joan of Arc had to realize soberly that the fate of
France was in the last analysis tied to the fate of the capitalist
world of America and the British Empite. The capitalist class
of France could be divided in the pre-war period between 2
pro-Axis orientation and a pro-Anglo-American orientation.
But today the French capitalists cannot think twice when the
choice is Moscow or Washington. The international line-up
is not merely one of power combinations arising from the most
advantageous economic and military alignments but basically
one of a division into two hostile social orders—private capi-
talism versus bureaucratic collectivism.

The New Source of the Russian Power

It is this fact that gives to the emergence of the new Rus-
sian empire a significance much more fundamental than mere-
ly the recrudescence of Russian power. Bureaucratic collec-
tivism is Russian just as early capitalism was English. And,
conversely, bureaucratic collectivism is the source of the new
Russian imperialist power as early capitalism was the source
of Briush imperialist power.

The new Russian empire occupies a strategic geographical
position as a tremendous land mass that dominates Eurasia.
No combination of European and Asiatic powers can counter-
balance her. Beginning on the Arctic at the Finnish-Norwe-
gian border, its boundaries run south to include Finland and
the Baltic states, bisect Germany and Austria, encompass Po-
land, Czechoslovakia, Yugoslavia, Albania, turn east along the
northern frontier of Greece to include Hungary, Rumania and
Bulgaria, cross the Black Sca and dip south to include north-
ern Iran and press upon the frontiers of Turkey and Iraq,
proceed cast across Asia to include Sinkiang, Mongolia, parts
of Manchuria, northern Korea, Sakhalin Island and the Ku-
rilies chain. This expanding land mass presses upon the world
of Anglo-American imperialism in Central Europe, the Near
and Middle East and the Orient. Specifically it gives rise to
three exceedingly sensitive trouble zones—Manchuria, Iran
and Germany. Russia chose these three spots, Germany by
way of covert political machinations to gain control through
a fusion of the Communist and Social Democratic parties and
Manchuria and Iran through open military and diplomatic
pressure, to test and prove her newly acquired strength vis-a-
vis the United States.

Anyone acquainted with the history and economic theory
of capitalist imperialism knows what motivates the obstinacy
with which the British and Americans hold fast in Iran, the
fabled kingdom of the *black gold” out of which Royal Dutch
Shell and Standard Oil erect even more fabled kingdoms of the
pound sterling and the dollar. Anyone acquainted with the
“Manifest Destiny” of American imperialism to convert a bil-
lion Asiatics and the resources of ‘a continent into a tremen-



dous source of cheap labor, markets and raw materials knows
what motivates the American State Department in giving such
firm support to its Chinese vassal state in demanding that the
Russians withdraw from Manchuria. Anyone who knows what
Europe means to world capitalism will understand why the
British and Americans play such a sharp game in the internal
politics of the Central and Eastern European nations.

But what about the Russians? What do they want?

Here the most widespread illusions exist. We do not refer
to the illusions that blind the devout and faithful adherents
of the Kremlin Church. This malady is not new and we have
dealt with it before. However, the war has unloosed a tremen-
dous pro-Russian sentiment among the masses everywhere
which is not to be accounted for on the basis of direct Stalin-
ist influence. In part it rests upon the réle which Russia

played in helping defeat Germany. But it finds its supplement-

in the vague feeling that “Russia is different,” a feeling born
out of the loss of confidence in the statesmen and diplomats
of the old powers who continue to reveal their total impo-
tence before the task of organizing a peaceful world. Just as
humanity finds it hard to force itself to regard a Third World
War as a real possibility despite all the alarming symptoms,
s0 it cannot force itself to believe that millions of lives were
sacrificed to strike down the German “aggressor” only to be
confronted with a Russian “aggressor.” Having shed their last
tear in the prolonged nightmare that has not yet ended for
most of the war-weary peoples, many cling to the desperate
hope that somehow “Russia is really different.” Out of this
hope against hope arise rationalizations about Russia’s aims,
efforts to construe them in the best possible terms and. atti-
tudes of withholding judgment because “it’s all so unclear.”

Yet, once the facts are faced objectively, without fear or
prejudice, Russia’s actions leave no room for rationalization;
they leave no grounds for construing in the best possible terms,
nor are they even unclear.

Facing the Facts About Russia

The best way of facing the facts and, thereby, answering
the question “What do the Russians want in the occupied
countries” is to ask “What do the Russians do in the occupied
countries?”

Enough data has now been collected to establish the fol-
lowing outline of Russian economic policy in the occupied
countries:

. 1. Russia strips the industries of machinery and other
equipment and transports it to Russia. (Germany, Austria,
Hungary, Rumania, Korea and Manchuria.) ‘

2. Russia imports large masses of slave laborers to add to
the slave labor armies of Russians who make up a sizeable per-
centage of her labor force. (Germans, Poles and political op-
ponents from every nation in which the GPU has a free hand.)

3. Russia expropriates the capitalists to varying degrees
and establishes a state-owned industry operated by native
satraps of the Russian rulers. (Poland, German zone, Czecho-
slovakia, Baltic states.)

4. Russia carries through “agrarian reforms” which wipe
out the large landowners and seeks to establish a small peas-
antry whose property stake ties them to the new régime.
(Poland and East Prussia.)

5. Russia forces economic concessions and spheres of influ-
ence from states that remain politically independent of her.
(Oil concessions in Iran.)

6. Russia maintains commercial outposts for purposes of
trade in countries less developed economically than herself.
(Manchuria.)

" This listing of economic phenomcna related to Russian

occupation policy poses a formidable task of analysis and codi-
fication before we can definitively describe the general laws
that regulate Russian economic policy beyond her own bor-
ders. However, a mere listing of these bare summations of pol-
icy permit us to conclude that in the over-ail and basic aim
Russia is not “different,” i.e., Russian policy is motivated by
the same aim of economic aggrandizement that has character-
ized every past exploiting class in history in its relations with
subject peoples and which has come to be known as imperial-
ism.

An analysis' of the specific policies of Russian occupation
will reveal, it is true, a considerable difference from the poli-
cies which Marxists have associated with the rule of finance
capitalist imperialism. The basic economic needs out of which
the imperialist policy of bureaucratic collectiviim and the
imperialist policy of finance capitalism spring are radically
different. However, imperialism did not begin with finance
capitalism. The British Empire spread from Hudson Bay
to the Ganges during the period of mercantile capitalism.
Feudal Spain appropriated half of the new world and ruled
the Lowlands. The imperialism of the Czarist state car-
ried the Russian flag over the vast expanse of Siberia, across
Manchuria, across the Pacific to Alaska and the coasts of Cali-
fornia. In the South it pushed the Turks over and beyond the
Caucasus, contested their hegemony over the Balkans. It swal- .
lowed up the major part of Poland and drove Sweden out of
Finland. Ancient times have known the imperialism of Rome
and Carthage, based upon a slave economy. The most active
imperialist force in the United States in the several decades
preceding the Civil War was the land-hungry slaveocracy, con-

stantly pressing for annexation at the expense of Mexico. In
the light of these many historical forms of imperialism, how
ridiculous is the injunction that we refrain from describing
Russian economic expansion as imperialist because it is dif-
ferent from finance capitalist imperialism!

The imperialist policy of the bureaucratic collectivist
state, for all that it has in common with all historical imperial-
isms, is one that is peculiar to its own social order. However,
what is distinctive is not the emergence of imperialist methods
never before known to history but rather the combination by
the Russians of phases of imperialist policy associated with all
previous forms of imperialism, from that of ancient Rome to
Wall Street. In this sense the exploitation of foreign resources
by Russia reflect the exploitive societies, i.e., slave labor, serf-
dom and wage labor, yet combines them in such a manner
upon the basis of a nationalized economy as to create an eco-
Llomic system qualitatively different than any previously

nown.

A Troublesome Problem of Theory

The fact of Russian economic aggrandizement has created
a most troublesome problem of theory for those who continue
to cling to Trotsky’s outlived theory that Russia is a “degen-
erated workers’ state” merely by virtue of the existence of na-
tionalized economy. Russian expansion into Poland and the
Baltic states in 1939-40 raised this problem in the Fourth In-
ternational and led to the split in the American section. Trot-
sky and the majority of the Socialist Workers Party denounced
the invasions by the Russians but supported Russia’s rdle in
the war as progressive because it represented the “superior”
economic order. This was an extension of the theory that the
“régime” was reactionary but that the “economic order” was
progressive. Consequently, the invasions were a reactionary
method of serving the needs of a progressive economy; con-
sequently, the simultaneous denouncing of the method and
support of the aim. (To comment on how this division besj-



tween means and ends contradicts Trotsky's well-argued case
for the interrelation of means and ends in his articles on
“Their Morals and Ours,” would carry us too far afield.) In
1940, the outline of Russian economic policy in the conquered
territories was still too indefinite to generalize upon the na-
ture of Russian imperialism. Its reactionary consequences in
the political sphere were sufficient for the minority tendency,
later to organizc the Workers Party, to renounce the policy of
“unconditional defense” and characterize Russia’s rdle in the
war as reactionary.

However, today we have the imposing evidence of Russian
economic policy accumulated in a dozen countries under vary-
ing circumstances. The arguments of the “workers’ staters” in
193940, particularly those which linked Russian policy to the
military—strategic exigencies of the war, still had some degree
of plausibility. Today, however, in the light of the vast evi-
dence of Russian economic policy in a dozen countries under
varying circumstances, the argumentis of the “workers’ staters”
have not only been robbed of any shred of plausibility but
have emerged in full flower as a thoroughly reactionary politi-
cal line. It is only the internal contradictions of the theory
that permit its adherents, by means of bad logic, to save them-
sclves from being swept openly into the position of defenders
and apologists of Stalinism. (The emergence of the pro-Stalin-
ist faction of defenders of the “bureaucratic social revolution”
thcory among the French Trotskyists, led by an old militant,
is a warning of what happens to “workers' staters” who seek
to iron out the contradictions between their theory and poli-
tics. We will comment on this phenomenon at another time.)

The “workers’ staters” have denied the existence of a class
of exploiters in Russia by describing the burcaucracy as a
“privileged stratum” which lives a parasitic existence by
“cheating and robbing” the workers. Stories of looting and
robbing still had an incidental character. But how explain
the systematic appropriation of the means of production by
the Russians in every country they have entered, that feature
of Russian occupation policy that has been most consistently
applied, whether in Berlin, Vienna, Bucharest or Haibin? Jt
this is mere looting carried on by the barcaucracy in the same
manner in which it “cheats and robs” the Russian workers,
to what use do thé bureaucrats intend to put this cquipment?
Is it merely as a trophy of the war that a lathe or forge is trans-
ported from Berlin to Moscow? Perhaps it will be placed in
his cellar or his garage by some bureaucrat to be admired by
his friends along with such other booty as cameras, pianos, or
billiard tables? Of course not. It will be installed in a factory
and used in production. How docs the bureaucracy benefit
from such “cheating and robbing™ of the occupied countries?
It is not the mere possession of the lathe from which he bene-
fits but rather that which is produced on the lathe. But who
produces it? The Russian worker. So, you see, the lathe is a
means for the added “cheating and robbing” of the Russian
working class by the “privileged stratum”! What odd lan-
guage to describe the appropriation of means of production
-for the purpose of exploiting labor!  Logic has ever taken its
revenge upon those who sought to do it violence.

The ludicrous end of the attempt to describe Russian im-
perialism in terms of “looting” (just like they *“rob and cheat”
at home) has forced the “workers’ staters” to seek a more basic
explanation. They have now discovered that the economic
basis of the Russian expropriations abroad is rooted in the
attempt to carry through the fourth Five-Year Plan. “The ré-
gime sees no way out in the economic field save through the
realization of the fourth Five-Year Plan, which cannot be
achieved by the devastated country without the resources of

the ‘buffer zones."” (Fourth International, March, 1946, pagc
103.) If the régime sees no way out except through the fourth
Five-Year Plan and if the fourth Five-Year Plan can only he
achieved with the resources of the “buffer zones” (how deli-
catel), is this not saying that that régime sees no way out ex-
cept through the resources of the “buffer zones”? The eco-
nomic policy of the Russians in the occupied countries is not,
therefore, merely the “excesses” of the bureaucracy, not mere
*“looting,” not the ‘“‘cheating” and “robbing” by a “privileged
stratum,” but something which is fundamental and necessary
to Russian economic operation and survival. Yet this very
fourth Five-Year Plan was hailed by the same magazine in
September as evidence that Russia is...a workers’ state!
(“The very projection of the fourth Five-Year Plan constitutes
the latest corroboration of the correctness of our analysis of
the class nature of the USSR as a workers’ state, although
badly degenerated under Stalinist rule.”) It is a workers’ state
because it needs a plan which requires the economic exploita-
tion of its subject nations! How those who swallowed the
“counter-revolutionary workers’ state” gag over the “imperial-
ist workers’ state”! '

The dilemma in the realm of theory always appears, in
one form or another, sooner or later, in the realm of politics.
A theory which serves no political ends, which is not a guide
in politics, is pretty much of academic interest at best; at
worst, it is a substitute for politics. In the long run—it may
even be said—the dispute over the class character of the Stalin-
ist state (workers’ state, degenerated workers’ state, badly de-
generated workers' state, workers’ state which has degenerated
to the point where it is no longer a workers® state, capitalist
state, burcaucratic-collectivist state) can thin down to an ex-
tremely ethereal business unless it is linked up with politics—
the political program and the political struggle that follows
from it. Indeed, what other real test is there of theory except
“praxis,” the political struggle?

Let us take an example, and it is anything but an unim-
portant one: What political line do the “workers’ staters”
propose for the occupied countries? They say, with a notable
lack of vigor, that they condemn the Russian occupation and
looting of the means of production which leaves workers job-
less and hungry and without any perspective of economic re-
habilitation. From which it follows? From which—so far as
they are concerned—nothing follow..

What should follow, it would be thought by anyone mod-
crately well acquainted with Marxian politics, is the demand
for the ousting of the Russian troops (as well as the Anglo-
American, it goes without saying) or at least for the with-
drawal of the Russian troops, and the demand that the looted
machinery and the kidnapped workers be returned to their
homeland.

Right heve is the dilemma, however. Not only don’t they
make these demands, which are the elementary duty of every
revolutionary socialist, but they can’t make them. Give up the
“buffer zones” that guarantee the success of the fourth Five-
Year Plan (in English: that guarantee the further exploita-
tion of the masses and the economic consolidation of the bu-
reaucracy)? Give back the means of production that have be-
come part of the property of the workers’ state (in English:
the workers’ prison)? Impossible! If it is a workers’ state (of
any kind), then the newly-acquired means of production, in-
cluding the slave laborers, have become the chattels of the
workers’ state and thus enhanced its economic strength; and
how can “we” demand that anything be done to weaken the
economic strength of the workers’ state? Obviously, “we’” can-
not. If we make these demands upon the Stalinist bureaucracy,



we may—God forbid—be implying that it is the state and that
the property belongs to it and not in any sense to the Russian
workeérs. Just as obviously, we cannot do that either. It con-
flicts, as it were, with our theory of Russia as a workers’ state.
And if the means of production belong to the workers in Rus-
sia, it is after all, pretty difficult to work up a lot of steam
over the workers finding some property before it has been lost.

The “workers’ staters” are tied by a long rope to the chariot
of the “bureaucratic counter-revolutionary socialist revolu-
tion,” and the faster that chariot moves the shorter the rope
becomes. v

Bureaucratic-collectivist imperialism, or Stalinist imperial-
ism for short, can no longer be considered an accidental or in-
cidental phenomenon. It is rooted in the needs of the Russian
economy. It springs from Stalinist Russia’s irrepressible need
to remake the world in its own image as the only means of
establishing security for its own social form; the need to sat-
isfy the pressing requirements of the state economy by extend-
ing the “primitive accumulation” from the “internal” field to
the “external,” from the expropriation, first, of the Russian
proletariat and, then, of the large “remnants” of the bourgeoi-
sie” (kulaks), to the expropriation of the bourgeoisie of other
nations (Germany, Hungary, Rumania) and of whole nations
in the period af the Second World War and now of the fourth
Five-Year Plan.

The existence of Stalinist imperialism, its rapacious and
utterly reactionary character, are indisputable. Anyone who
requires more evidence than has been supplied by the last
few years, and most recently in the Baltic and Balkan coun-
tries, in Poland and Germany, in Iran and Manchuria, will
probably be satisfied only if he himself is converted into a
slave-laborer under the lash of the Stalinist empire.

It does not follow, in our view, that the future of this em-
pire is in any way assured. Far from it. There has been such
overwhelming evidence in our own days that this is the period
of the agony and collapse of empire, that there is no warrant
for the view that the Stalinist empire, based upon what is still
one of the backward countries among the big powers, has the
prospect of either consolidating its expansion or even of
maintaining itself for long. The long overdue crisis inside Rus-
sia—broad hints of which are reluctantly revealed in Stalin’s
own recent speech—cannot be repressed by state force for very
much longer. Not only that. The peoples conquered by Sta-
linism, and they now number tens of millions, suffer under a
multiplication of class oppression and exploitation by na-
tional oppression. Far from strengthening the oppressor class
and nation, the establishment of this condition only serves to
undermine it and in good time to destroy it. What the bureau-
cracy may look upon as a conqueror’s wreath around its brow
will not be long in slipping down to a noose around its neck.
The “national question”—that is, the rebellion of the millions
of peoples enslaved by the Wehrmacht and the Gestapo after
the German conquest of Europe—proved to be just such a
tightening noose around the neck of all the Hitlers. The neck
of the Stalinist bureaucracy will not prove to be any stouter.
The mortal blow may very well be delivered first from the
outer periphery of the Stalinist empire, for substantially the
same reasons that Marx so many decades ago declared that
capitalism would be struck fatally from its extremities, where
it is weakest.

To wait passively for this to happen is to guarantee that
it will at the very least be delayed. The interests of the work-
ing class and of socialist internationalism demand an active
policy of political struggle against Stalinist imperialism. To
“condemn” Stalinist “expansion” without a program of de-
mands and struggle against it, is Gandhism. To “condemn”
the annexations without actively fighting for the national
freedom of the subjugated lands is, as Lenin said of Luxem-
burg and Pyatakov in another connection, “inconsistent an-
nexationism.” That at best; at worst, it is Stalinist apologetics.

The struggle for the victory of socialism is inseparably and
increasingly bound up with the struggle for national freedom
in the advanced countries, as we have repeatedly argued. This
profoundly important truth is no less valid in the fight against
Stalinist imperialism today than it was and remains in the
fight against the imperialism of finance capital.
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The New Turn in Kremlin Policy
Background and Implication of Russia’s ‘‘Soft’’ Policy

The speech delivered by
Malenkov before the Supreme Soviet
on August 8th marked an historic mo-
ment for the totalitarian dictatorship.
Malenkov, the spokesman for the new
regime, addressed himself not only to
the assembled representatives of the
privileged bureaucracy, but to the si-
lent, disfranchised Russian people as
well. The burden of his discourse
transcended the limits of a mere dis-
cussion on the current year's budget.
In describing the transformation of
the economy in the last 25 years from
one based on a backward agriculture,
into an economy resting on a power-
ful heavy industry, Malenkov was
summing up the Stalin era and seek-
ing to justify it.

Between 1925 and 1953 the output
of steel rose from 1.8 million metric
tons to 38 million tons. Coal produc-
tion expanded from 16.5 tons to 320
million tons. The output, of electric
power multiplied from 3 billion kilo-
watt-hours to 133 billion kilowatt
hours. That is, the output of steel
multiplied 21 times, coal by 19 times

“and electric power by 45 times. If we
supplement these figures by the sta-
tistics on the creation and growth of
such industries as aviation, machine-’
building and tractor, we arrive at a
fairly adequate picture of the expan-
sion of Russia’s heavy industrv.

However, while the output of the
means of production in the last 28
years grew by about 55 times, the pro-
duction of consumers goods in the
same period increased by only 12
times. Malenkov tells us that the share
of the production of heavy industry in
total industrial output amounted to
34 per cent in 1925, 38 per cent in
1937 and now stands at the figure of
70 per cent. To complete the picture
of the deadline of the consumers in-
dustries, both absolute as well as rela-
tive, one must add the fact that agri-
cultural production, which is the basis
for the food and consumers industries,
declined absolutely in certain spheres,.
especially the breeding of livestock
which the followmg table (in mil
lions) summarizes:

1928 1988 1958
Cattle - 705 632 618,
Cows ‘807 252 27
Sheep and goats 1467 1025 130"
Horses ' 86.1 176 153;

In approximately the same period
of time, from 1926 to 1953, the total
population grew from 147 to about
210 million, and the number of ur-
ban dwellers increased from 26 ro 80
million. If we correlate the growth of
the population with the increase in
output of food and manufactured con-
sumers goods, we find that per capita
production has barely kept pace with
the growth in population, and in some
instances, dropped sharply.

Annual per capita
production
1928 1937 1952
Cotton textiles
(sq. metres) 15.2 16 24
Wool (sq. metres) b .6 .9
Leather shoes
(pairs) 4 1 1.2

Sugar (kilograms) 7.7 14 14

Meats and fats
(kilograms) 27 21 17.8

(The Kremlin does not publish fig-
urcs on the output of such important
products as eggs, milk, vegetables and
fruit, because the poverty stricken diet
of the Russian masses would be ex-
posed in all its clarity. In 1938, for
example, the annual output of eggs
wouid have allowed for a per capita
consumption of about one egg per
‘week. It no figures have been pub-
lished in the post-war period, this can
only mean that output is lower than
the pre-war level.)

The deterioration in the living
standards of the masses, and this
means in the first place the working-
class in the urban centers, is not com-
pletely indicated by the statistics given
above. One must include the serious
shortage of living space in the cities
which has reached the proportions of
a real crisis, and is openly admitted by
the regime. Although the Kremlin
does not release adequate statistics,
there is no doubt that the average liv-
ing space per person has declined be-

low the pre-war figure, which in_turn,

was below that of 1928. This means’
that the ordinary worker and his fam-
ily must still crowd into one room and
share kitchen and other facilities with
several other families in one apart-
ment on a conmmunal basis. In 1939,
urban dwelling-space averaged be-
tween 4 and 5 square metres per per-
son. The goal set in the Plan for 1951-
55 would allow 6 square metres per
person. This is about one-third to

one-fifth of the living space per per-
son in most West European céuntries.

Finally, one must add that a statis-
tical picture of average production per
capita of consumers goods does not
tell us how these goods are actually
distributed. One must take into ac-
count the process of social and eco-
nomic differentiation which began to
take on an extremely aggravated form

- after 1928. A growing, and very priv-

ileged layer of the poputauon—the bu-
reaucracy, began to claim a larger and
larger share of the meager yearly out-
put of consumer goods, while the
share going to the workers declined.
A Stakhanovist can make anywhere
between 2,000 and 10,000 rubles a
month; an engineer in a steel plant,
3,000 rubles plus bonuses that equal
his salary; and a factory dlrector, a
great deal more. The average worker's
monthly wage today is estimated to
be between 500-600 rubles. This means
a considerable section of the working-
class makes less. The worker does not
stand on an equal plane with the Stak-
hanovist, the engineer or the factory
director in the acquisition of scarce
goods. A good wool suit costs, for ex-
ample, 800 rubles, one and a half
times a worker’s monthly wage. In ad-
dition, the bureaucrat has “connec-
tions” when it comes to securing what
he wants.

AFTER TWENTY-FIVE YEARs of indus-
trial expansion, with its four Five Year
plans, Malenkov now declares it is
possible to provide the Russian
people with a decent standard of liv-
mg With his oblxque admission that

“the Soviet consumer,” that enigmatic
figure, has been faring badly,, Malen-
kov destroyed twenty years of propa-
ganda about the “happy life” in
Russia. And the rising standard of
living, it should be noted, is still the
music of the future. As Malenkov
makes clear, it is conditional on the
resolution of the crisis in agriculture,
which has lagged far behind heavy in-
dustry in both gross production and
productivity per worker. To provide
“the consumer” with more and bet-
ter food, and with a larger supply of
manufactured consumer goods, the
light industries must receive from
agriculture in as short as possible a
time, a swelling stream of raw mate-
rials and food to be processed.



. - To this end, Malenkov declared,
the regime has adopted a completely
new attitude toward the collective
farms and the private holdings of the

individual collective farmers. The -

state will encourage production by
permitting the collective farms to
keep a somewhat larger share of what
they produce. How much mdfe we
are not told. In addition, the supply
of farm machinery will be increased
in the next few years. As for the pri-
vate holdings of the collective farm-
ers, punitive taxes designed to wipe
them out have been cut in half, and
the individual peasant encouraged to
raise livestock and vegetables .What
was yesterday a crime against the state,
today becomes civic virtue.

Is the regime sincere in its desire
to raise the living standards of the
masses? Lenin once dryly remarked
that there exists no scientific method
by which  to  measure: sentiments.
In Western_ Europe’and the United
States, the most popular. explanation
for this new turn:in Kremlin policy
is sought in the weakness of the re-
gime and its fear of the masses. As
far as it goes, there is a great deal of
truth in this explanation. The new
clique in the Kremlin is well aware
of its isolation and the vast gulf which
separates it from the masses. And with-
out a doubt, it is ready to pay a
temporary price to gain some popu-
lar support. :

However, this is not the whole
uuth, and if taken as such, is al-
together misleading. Not only sub-
jective (politicaly needs have pushed
the regime along the road it is now
taking. There are powerful objective
(economic) forces which compel it in
this same direction.

The regime is aware that the power
and privileges of the bureaucracy and
its further domination, rest on the
continued growth of the economy. But
the regime can no longer successiully
employ its old accustomed methods of
forcing the development of produc-
tion at the expense of consumption,
of industry at the expense of agri-
culture; of aggravating social and
economic inequality as the motor force
of economic expansion. The basic
“errors” of bureaucratic planning, the
chief of which is the lack of propor-
tion in the rates of growth of the dif-
ferent branches of the economy are
not “errors” at all. They are the con-

sequence of these methods, which in

their sum total can be described as
a process of “primitive accumula-

-to improve the dict of the

10

tion.” Their inevitabl¢ result has been.
the impoverishment of the masses at
onc end of the social scale and the
creation of a thin but extremely priv:
ileged layer of the populationat the
other. The social antagonisms ‘gener:
ated by this process can only be reg,
ulated by total : suppresion,” .the
exertion of an all-embraung opstem of,
state compulsion, . The. reasop. these.
methods can no longer” waxk 8
the historic conditions which pcrmlt-
their use have vanished never to
return. In this lies the permanent and
deep-seated crisis of the economy. And
the crisis of the regime is its natural
product because the bureaucracy is
organically wedded to these methods
and can use no other without destroy-
ing its class domination.

THe crisis IN RussiaN agriculture
has, of course, an independent reality
ol its own. But in a sense, the atten-
tion being paid it by the regime is
an optical illusion. The anxieties
which the regime is now manifesting
about the lag in agriculture have their
origin elsewhere; to be precise, in the
relationship between the bureaucracy
and the working-class. That enigmatic
ligure, the “consumer,” whose needs
have become a major theme of the
official propaganda, is none other
than the worker. In general, the re-
ghme maintains a death-like silence
about the miserable conditions of the
workers and their demands, and we
are only permitted this distorted re-
flection in the official propaganda.
Yet it is clear, that the regime is
motivated by a more than passing
anxiety and demagogic desire to pa-
cify the workers temporarily. The at-
tacks on the lower ranks of the bu-
reaucracy lor the shoddy quahl) of
consumer goods, tor nepotism and
petty corruption are too persistent.

‘Mulenkov's insistence on the need
“con-
sumer,” and to end dependence on an
impoverished fare of bread and cere-
als is symptomatic ol the problem. In
the course of his speech before the
Supreme Soviet, Malenkov made =
statement which has a great deal of
interest for us. In speaking of the agri-
cultural crisis, he noted that there
would be enough grain to satisfy the
needs of the population this year. And
yet, in the thirties, the “struggle for

erain’
o

Kremlin to which everything else was
subordinated. So [ar as the Kremlin;

~was concerned, when it had guaran-
". teed the year’s supply of grain for the

was the chief concern of the’

urban population, it had achieved a

-real victory. What has changed the

outlook ol the regime?

The answer certainly is not
that Malenkov and Khrushchev are
more cultured than Stalin. It is due
to the fact that the old method of
expanding production—by expanding
the labor force at a very rapid rate
has been exhausted. The regime must
now rely more and more on increas-
ing the productivity of the existing
force for increases in gross produc-
tion—and this can’t be done on a
poverty diet whose main staple is
bread and potatoes. An increase in
productivity cannot take place unless
there is a considerable improvement
in the living standards of the main
body of the wroking-class, and not
merely of its privileged layers, the
Stakhanovists and the Ukarnikia, the
shock workers.

A BRIEF REVIEW OF the period be-
tweens1928—1950 will show what has
happened. According to the First Five
Year Plan (1928-32), the labor force
(workers and employees) was to in-

“crease from 11.3 million to 14.7 mil

lion. Instead the urban labor force
increased by the sum of 12.5 million
between 1928 and 1932, and reached
the figure of 23 million. The chief
source of this tremendous pool of new
laboy was the surplus population in
the countryside. Of the 12.5 new
workers, 8.5 million alone were former
peasants.

Whereas the growth of the urban
working population between 1929 and
1932 far outstripped the schedules of
the First Five Year Plan, the increase
of the labor forct in the next period
fell below the more modest goals set
in the Second Five Year Plan (1933-
37). Instead of the anticipated increase
of 6 million more workers and em-
ployees, the number of employed only
rose by 4 million. If we allow for the
additional increase necessary to offset
retirements and deaths, the real addi-
tion to the labor force adds up to 9.4
million new employed. But the re-
gime found it could no longer depend
on the countryside as the chief source
of its labor supply. Only 3.2 million
new workers came from agriculture.’
The rest were drawn from the urban
population. And the major share of
this new increment to the labor force
was contributed by women. Between
1933 and 19387, the number of women
workers in the city rose from 6 to 9
million. In 1937 women represented



35 per cent of the urban labor force.

The revolution that had been
wrought in the relation between town
and country, industry and agriculture,
can be seen from the following sta-

tistics. The total labor force, that is

both -industry and agriculture com-
bined grew by only 5 -million between
1926 and 1939, from 86 million to
90.6 million. But in that same period
the agricultural population declined
from 120 million-to 114 million while
the urban population grew from 26
to 55 million, an increase. of more
than 29. million. This vast internal
migration from gountryside to town
was the - primai§ condition for the
rapid growth of the new industry, and
in turn dependedion the existence of
a large surplus population in agricul-
ture., By 1939, however, this chief
source of new- labor power had been
exhausted. .

IN MANY RESPECTS, the Fourth vae
Year Plan resembles the First. There
is the same over fulfillment of the
ambitious goals set for.beavy indus-
try, and the underfulfillment: of the
very modeiate ones sent for light in-
dustry and agriculture. And. as under
the First Five Year Plan, the labor
force grew far bevond the limit set
by the Plan. Between 1946 and 1950,
the number of wage and salarv earn-
ers was supposed to increase by 6.23
million and reach a total of 33.5 mii-
lion. Instead, the number of emploved
reached about 38 million, and the ac-
tual increase of the labor toice came
close 1o 10 than to 6 million.

Again, we find a (lose correlation
between the actual expansion of in-
dustry and the labor force. The
growth in labor productivity was a
negligible factor, since the need to ex-
pand the labor force so far beyond
the goal set by the Plan could only
mean that not even the over-all pre-
war rates of productivity had been
reached. In individual cases, this
was admitted by the official Russian
press. In the case of so important an
industry as coal mining, an economist
writing in the economic magazine,
Voprosy Ekonmiki, No. 8, 1941, de-
clared. that per output wage earner
"was less than in 1940.

The new supply of labor came from
three sources. The first consisted of
demobilized veterans, a majority of
them peasants, who stayed in the cities
instead of returning to the collective
farms. This meant that agriculture
again, although in indirect form, was

drawn from

1"

making a large contribution to the
growth of the labor force. The second

source was the Juvenile Labor Re-

serves, which had-first been instituted
in 1940 as a war measure, but remaims
in force to this day. According s the
Fourth Five Year Plan, these vock.
tional schools were supposed to de:
liver 4.5 million . young ‘wockers,
agriculture and the citys
by 1950, with 1.2 million mvwlyz
ers going.into mdusu'y in. that yeari
alone.. The last’ moﬁhww
was to be wpped by squeezing the
urban population—in particular by
forcing more women—and this meant
married women with children——into
industry. Il in 1937, the women rep-
resented 37 per cent of the working
population, by 1950 they made up at
least 50 per cent of the urban labor
force. (Although the subject lies out-
side’ the scope of this article, it is
worth noting that women are the
mainstay of the agricultural labor
force, contributing about 70 per cent
of the workers.)

The demobilized veterans could not
remain a permanent source of labor.
The effect of their influx into the la-
bor pool was most sharply felt in the
very first post-war years, especially
1945, when the number of new urban
workers increased by 3 million.
Thereafter they steadily decreased in
importance. As for the compulsory
labor recruitment of young people,
their number has steadily declined.
The largest number contributed by
this source to industry was one mil-
lion in 1948. Since then, this source
of labor power has dried up in spite
of all the ambitious plans of the re-
gime. Instead of the projected 1.2
million, the vocational training
schools only provided industry with
less than half a million new workers
in 1950. By 1952, their annual contri-
bution had dropped to 326,000. As for
women, the deflationary policies of
the regime, which resulted in a sharp
drop in average wages right after the
war, were guaranteed to force those
who were employable into industry.

The regime is quite aware that it
can no longer depend on a very rapid
growth of the labor force to ensure the
continued expansion of industrial
output. This is revealed both by the
actual rates of growth since 1950, as
well as in the projected goals for the
Fifth Year Plan which runs from 1951
to 1955. The following table indicates
the annual rate of increase in per cens

over the preceding year for different
goods. The declining rate of growth
is very noticcable:

1950 1951 1952
Pig iron 17 14 14
Steel 17 15 10
Coal 11 8 7
Metal working
machines 12 11 3
Cotton fabrics 8 22 6
Sugar 23 18 3
The Fifth Five Year Plan, which

was not announced until late 1952,
that is, until the Kremlin had a very
real notion of the actual rate of
growth it could expect of the econ-
omy and the labor force, is quite re-
markable in one respect, which dis-
tinguishes it from all previous Plans.
As under previous Plans, the main
emphasis is on the continued expan-
sion of heavy industry, which is to ex-
pand by 80 per cent. Gross industrial
output is to increase by 70 per cent.
However, this increase is to be pri-
marily achieved by a sharp rise in
labor productivity and not by a large
increase in the labor force. According
to Saburov, the Minister of Heavy In-
dustry, reporting to the 19th Party
Congress in 1952, three-quarters of
the increase in gross industrial output
was to be achieved through a rise in
productivity. The productivity of la-
bor in industry was to rise by 50 per
cent, in building by 55 per cent, and
in agriculture by 40 per cent. The la-
bor force was to increase by only 15
per cent over 1950, that is, by the re-
markably small figure of between four
and a half and five million persons.
The average annual increase of the
labor force would therefore be some-
wheres below one million additional
workers and employees, as compared
with the average annual increase of
more than two million between 1946
and 1950.

The goal of an annual over-all in-
crease of ten per cent in productivity
in industry that has been set by the
regime is impossible of attainment. In
the United States, for example, an an-
nual increase in the rate of produc:
tivity of slightly more than one per
cent took place from 1939 to 1947. Be-
tween 1948 and 1952, the annual in-
creasc of productivity in American
industry rose to 3.3 per cent.

However, what is significant is that
the Kremlin recognized it could no
longer depend on the growth of the
labor force as the chief -means of ex-
panding output. This shift of empha-
sis to increasing the productivity of



the existing labor force indicates that
the Russian economy has eptered a
new, and for the present regime, criti-
cal stage of development.

STALIN'S DEATH Was, in a sense, one
of those rare historic events in which
accident combines with necessity. The
weakness of the regime, an inevitable
result of Stalin’s demise, compels it
to take a road dictated by the organic
tendencies of the economy. However,
the regime is caught in a series of con-
tradictions from which it cannot es-
cape. To improve the real living
standards of the workers is an abso-
lute necessny Not even the totali-
tarian regime in the Kremlin can be-
lieve it can spur a sharp rise in the
productivity of labor on a diet of pov-
erty” The first step in this process,
since it is WO -strong enough to
squeeze more out of the peasantry, is
to grant considerable concessions to it
as a means of increasing the output of
food. But in terms of the national in-
come, this means yielding a larger
share of the national income to the
collective farmers. At.the same time,
it must maintain the livirig satndards

of the urban workers on a- higher.

plane, if it is to attract any number
of additional workers from the coun-
try-side into industry. Taking both
claims together, this means a com-
pletely different division of the out-
put of industry, between mearns of
production and consumer goods in
the immediate period ahead. A redis-
tribution of the nationai income in’
favor of the masses must now take
place.

Without arguing dogmatically, thai
this is impossible, it raises extremely
serious difficulties for the regime. Let
us examiine brieflv some of the alter-
natives. It must choose between re-
ducing the share of industrial output -
going into war preparations, and this
involves the prestige and priviieges of
an important social grouping within
the bureaucracy—the officer case, or,
restricting the rate of growth of heavy
industry to a degree it has never done
before. But this would mean abandon-
ing the struggle to “catch up with the
West.” and would mean the gap be-.
tween Russia’s industry and that of
the United States would increase in
the latter's favor. In addition, if it is
to raise the general standard of living
of the masses within a short period of
time, it must curtail the range of in-
equality in income. This means cur-
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tailing that share of the national in-
come which goes for the consumption.
of the bureaucracy as a whole. And in
general, it would have to carry on a-
serious campaign against the waste-
fulness of the industrial bureaucracy,
which nullifies a considerable portion
ol the annual increase in gross output
of industry. Both these aims canmot'
be accomplished by economic meas-
ures alone, and require more than
supervision from the top. It would.
mean nothing less than the applica
tion of political measures to restrain
and contral the appetites and waste:
fulness of the privileged strata. m
is, Malenkov, Khrushchev and -cotix

pany, would have to call upon the
workers and peasants to exercise con-;
trol over the bureaucratic apparatus!
This would be reform from above
with a vengeance, and we do not be-
lieve it is possible.

Within the limuts of this article, it
has been impossible to deal specifical-
ly and at length with the new policy
the regime is pursuing with regard to
the collective farm peaasntry. We
lcave this for a future article to show
that the methods being employed by’
the regime to increase agricultural
productlon are calculated to lead to a
crisis ‘in this. sphere in the next
period.

Abe STEIN
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The East German Workers Revolt
Background and Implication of the Uprising

- The June uprising of the
.wigrkers in East Germany is one of the
great eveats in modern history. What
actually happened may be observed
by biased or official reports. The im-
plications of the events will not be
liked by most governments in the
Western world though the inner
weaknesses of the Russian empire
were openly revealed by the German
uprising and will therefore greatly
improve their bargaining position in
future dealings with, Moscow.

The uprising in Germany will open
up new historical opportunities
which seemed to have vanished with
‘the defeat of the European labor
movements during the last twenty
years and the emergence of the Stal-
nist state.

Two world wars, a defeated prole-
tarian revolution in Germany and a
“successful” proletarian revolution
that failed in Russia, finally the vic-
tory of fascism in Germany coincided
with the decay and destruction of the
old traditional labor movement in
Europe. It seemed to be impossible to
escape from new wars and the rise of
totalitarian states. The hopes which
the Russian revolution of 1917 had
raised among the radical wing of Eu-
ropean labor movements after the first
world war had faded away. Already
duering the Thirties most members of
radical labor movements had con-
vinced themselves that the revolution
which in Russia had freed the peas-
ants and workers from the rule of an
absolute semi-feudal capitalist state
had created a new type of oppressive
totalitarian monster.

The nature of the new regime in
Russia was not recognized by those
who were responsible for political set-
tlements after the.second world war
in the Western world. It seemed to be
possible to arrange a peaceful divi-
sion of the world in the old style of
international cartels. It was believed
that “socialist” state planning would
make the Russian imperial govern-
ment more peaceful and self-sufficient
than was old Czarist Russia. In such
a ‘world-divided up among two or
three big powers—there was no place
for a German industrialism. Europe
was destined to become a subordinat-
ed section of the Russian and Ameri-
can empire, permanently divided.

Such plans had to be thrown over-
board because they were politically
unworkable. The Russian system of
state-capitalist planning had pro-
duced the most aggressive type of
modern militarism and therefore be-
came an acute threat to the survival
of all other nations and national
states. It seemed to be impossible to
defeat such a regime except by form-
ing a counterpart to Russian imperial
militarism—a huge centralized state-
planned militarism which could fight
the new totalitarian power with its
own means and methods. But such a
struggle between two totalitarian
giant powers will extinguish the best
achievements of Western, civilization
and the opportunities to use them for
new social progress. A third way out
of our social world crisis appeared no
longer to exist. The only alternative
seemed to be appeasement of the Rus-
sian totalitarian system of enslave-
ment."

Adherents of such an appeasement
policy became defeatists in the new
struggle of liberation from the totali-
tarian state-capitalism. A third way
out could only be considered an ab-
stract idea or as a speculative possi-
bility which seemed to be contrary to
the realities of the situation.

The historical meaning of the up-
rising in East Germany is that it
opens up the vista of a third way out.
It is a historical warning that a new
era of revolutionary liberation move-
ments is possible. It is directed not
against an old feudal or semi-feudal
regime which has not yet “completed
the bourgeois - democratic revolu-
tions.” It is a liberation movement
against the latest type of state capital-
ist enslavement which makes use of
extreme methods of nationally cen-
tralized planning. Therefore it opens
up new vistas also for all countries
which have been subjugated by totali-
tarian state-capitalist regimes.

The historical meaning of the
events in East Germany may be de-
fined as the first act of a new social
and national revolutionary libera-
tion movement. Its historical mean-
ing overshadows the historical réle of
the first Russian revolution (1905)
which shook the Czarist empire with-
out leading to its downfall. Lenin and
his closest disciples often reminded

their comrades in later years that the
events of 1905-were a necessary ex-
perience without which the revolu-
tion of 1917 would not have succeed-
ed. The June, 1953, struggle of the
East German proletarians may turn
out to be a necessary introduction to
a greater revolutionary struggle which
will be political and social dynamite
for similar societies all over the world.

A comparison with the Russian
Revolution may easily lead to false
conclusions. Internal and external
conditions differ greatly and make a
useful comparison difficult. In both
cases it was the proletariat, and
among the proletarians mainly the
industrial workers, who led the entire
movement, with the silent or open
approval of the peasants and what-
ever it may have meant or may mean
again—of the urban middle classes.

But the differences are just as im-
portant and may give us an even bet-
ter insight into the nature of the new
movement than the similarities:

Eastern Germany has become one
of the most proletarianized areas in
the world. A tiny totalitarian bureau-
cratic hierarchy, the obedient tool of
a foreign imperialist power, stands on
top of a social organism which con-
sists mainly of three social categories:
“free” proletarian workers, slave
workers similar to the type of slaves
of ancient despotic regimes, and the
absolute paupers who have sunk to
the deepest level of the economic-
social struggle for survival.

The percentage of industrial labor
is relatively great, and most industrial
workers are concentrated in a few
areas. Furthermore, the workers still
are affected by the old traditions of
the Western labor movement. They
consist largely of skilled and intelli-
gent workers. Advanced elements of
these workers had opportunities to
absorb the lessons of the most ad-
vanced labor movements of the nine-
teenth century in the course of the
experiences of the great social revolu-
tions at the beginning of this century,
of the totalitarian Nazi regime, of the
final collapse of society after the sec-
ond world war, and finally of the new!
totalitarian colonial regime. It is iron-
ical that the new proletarian revolu-
tion started in one of the most prole-
tarianized areas of the world and im-



mediately clashed with a power which
was a fruit of the first “successful”
W.amolution in modern
“‘-:jw‘nhduta class-of national capital--
jots ae the rulipg clags, with a state
capitalism under contro} of a foreign
powey, the major part of the “nation-
al iscome” must be spent in accord-
ance with the policies of the foreign

. In addition, the new German bu-
reaucratic hierarchy has to rely on an
apparatus which is very costly, which
intervenes and interferes with produc-
tive efforts to such an extent that an
effective control of production be-
comes impossible. Absolute scarcity
of many kinds of goods and materials
or -man-power coincide with large-
_scale econaghic waste. The economic
" costs of mistakes of the planners must
be paid with sweated labor, wage cuts
and the hanging of “saboteurs.”

We may summarize the social and
political conditions which were basic
for the emergence of a new type of
social revolutionary liberation move-
ment as follows:

(1) High degree of proletarianiza-
tion of the people.

Most members of the middle classes
had either vanished or had become
mere proletarians. As proletarians
they were not working for a private
capitalist but for the state which had
become a more fierce and more bru-
tal exploiter than the worst type of
private capitalist at the time of early
_capitalism. A similar experience was
undergone by the old type of indus-
trial worker, and also by the white-
collar workers.

The entire social class structure
tended to become very simple com-
pared with the old one. Instead of a
large layer of various types of middle
classes and an upper class which had
strong traditional and native roots
among a vast sector of the popula-
tion, with a working class where some
kind of labor aristocracy seemed to
emerge among . the best-paid sectors
of labor, only three social classes now
survive. At the bottom of the social
ladder there are the slave laborers
who work for the state without mone-
tary compensation. Then there is the
rest of the population, most of whom
belong to the completely proletarian-
ized type of working class, controlled,
oppressed and exploited by the state-
capitalist bureaucracy. The latter re-
lies on a new social hierarchy—the
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upper ranks of the party and state
bureaucracy and of the armed forces.
They are a tiny minority among the
people, divorced from the rest of the
‘population, without native or social
roots among other sectors of the peo-
ple, relying directly on the bayonets
of their police forces and those of a
foreign power.

(2) Thus a real native ruling class
has been missing. There were—and
there are—new rulers and a new social
hierarchy which tends to become a
new ruling class. But it lacks basic
elements of a ruling class. It is too
small in number. It has not been able
to create a sufficient stratum of mem-
bers of the party or of the state-bu-
reaucrats who may be considered as
“reliable” for the regime. The social
produce which the new rulers have at
their disposal does not make it pos-
sible for them to extend the rise of a
new social hierarchy into a new social
class which has real national roots.

(8) The weakness of the social and
political structure is greatly increased
by the foreign imperialist enslave-
ment. The Russian overlord has not
established himself as a victor who
intended to take his loot and go
home. He may want to retire but only
after having secured permanent rule

over the new satellite regime.
(#) The methods of centralized

state bureaucratic planning under the

guidance of a totalitarian bureau-
cracy, together with the delivery of a
large percentage of the industrial
produce to the foreign imperialist
overlord, have created a higher de-
gree of economic anarchy and waste
of the social produce than there ever
existed under private capitalism.

(3) The weaknesses of the regime
are multipled by the high degree of
centralization of industrial labor and
by the fact that the tradition of the
German labor movement—a high de-
gree of social consciousness among in-
dividual workers, and of social class
discipline and solidarity—has not yet
been eliminated by the experiences of
the Nazi regime nor by the new
pseudo-communist dictatorship.

(6) The new regime of totalitarian
isolation of the individual could not
be organized effectively. Immediately
neighboring areas are populated by
people of the same nation, living un-
der relative personal freedom. Their
area, too, is occupied by a foreign
power, and the latter also imposes its
own political control system. But it

still répreserjtg a power where private
capitalism is®eing defended as a sys-
tem superior to state-capitalism. The
absolute power of the state cannot be
sustained by one-party totalitarian
rule. Furthermore the new interna-
tional power struggle has made it
necessary to promote or at least to
encourage opposition movements
within the totalitarian Eastern Reich.

(7) Finally, the upper crust of the
ncw ruling hierarchy in the Eastern
zones is not .a firm unified mass fol-
lowing one specific direction. It con-
sists of “leaders” and underlings who
belong to cliques which are in an
acute stage of confusion and of per-
sonal rivalries. At the center, i.e., in
Moscow itself, since the death of Seal-
in—and before—leading bureaucrats
were purged or were in disfavor. The
leaders of the satellite states felt se-
cure in their positions only if their
personal ties with the new cliques in
the Kremlin were secure and if they
were supporting the right man in
the Russian party leadership.

THE NATURE OF THE RUSSIAN REGIME
and the prospects of liberation move-
ments in the Eastern German areas
have been discussed by small intel-
lectual circles, former students and
ex-officers, and in particular by for-
mer members of the Igbor movement.
But a genuine underground move-
ment able to withstand the pressure
of a totalitarian regime could be built
up only by the industrial workers.
What helped them was the fact that
they had daily contact with each
other through their work and their
working and living conditions. Fur-
thermore, there were many workers
experienced in underground work.
Finally they were unwilling to be-
come the tool of another power and
declined advice and in most cases even
contact with circles or parties out-
side of their own area. Members of
foreign intelligence organizations
were carefully ignored as far as pos-
sible.

The situation was different: for
members of the old middle classes and
members of academic professions.
They had lost their old social status
and had declined to the bottom level
of social stratification. There were no
comrades and no social milieu where
they felt that they were members of a
group or of a circle to which they felt’
responsible and which may haye
helped them in an emergency. As des-



perate, isolated individuals they felt
frustrated unless they were given new
Bope for a change by a foreign pow-
¢ér':It was easy for organizations which
liad-been given money and moral sup-
port by foreign occupation powers in
Western Germany after the deteriora-
tion of East-West relations to estab-
lish underground contacts in 1947-50
with former members of the old mid-
‘dlé dasses or- expropriated members
of the old upper classes. They were
desperate, personally isolated or help-
less and looking for a “strong power”
to help them. But the net of under-
ground contacts which relied on such
social elements was completely smash-
ed by the new regime in 1951-562 when
the East-German satellite regime had
the task of restoring industrial pro-
duction and the industrial capacities
of East Germany. It therefore had to
increase the social and political
weight of the industrial workers.

Something should be said about the
political réle of industrial labor in
East Germany:

East Germanv includes areas with
highly concentrated industrial labor,
where masses of industtial workers
have been concentrated for several
generations, with proud traditions of
social-revolutionary struggle and so-
cialist-communist organizational in-
fluence. We refer in particular to the
industrial centers in Saxony, Thurin-
gia, the area of Halle-Merseburg (incl.
Leuna’. The old political and organi-
zational split between socialist and
communist workers seemed to play a
minor role at the end of the Nazi re-
gime, at the end of the second world
war. There was a spontaneous move-
ment to overcome the old division. At
first. the new Communist (and S.E.D.)
partv apparatus tried to exploit this
spontaneous drive for unity among
the workers. But the new experience
under the Russian-controlled regime
completed the process of unification
of the workers. “Old Communists”
among -workers who would support
the new regime were almost non-ex-
istent. The same applied to former
members of the Social-Democratic
party. At the beginning some success
was recorded by the appeal of the
new S.E.D. (Socialist Unity Party or
official State Party) among young
workers. But this appeal virtually van-
ished after several years of practical
experience with the Ulbricht appara-
tus.

A new kind of underground has
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emerged. It is a combination of loose-
ly and also tightly knit organization.

Only a minority of politically ex-
perienced workers, mainly former
communists who had already been
disillusioned by their experiences
witp the German CP, had realized
the nature of the transformation of
the Russian revolution when the sec-
ond world war ended and the Russian
armies marched into Germany. Most
social-democratic workers and also ex-
Communists who had joined the CP
only a short time ‘before the rise of
Hitler to power sincerely believed,
until the end of the war, that Moscow
would become some kind of social
liberator. But these hopes faded away
within the first 24 hours of Russian
occupation. Thereafter a personal
struggle for survival started. Such con-
ditions were extremely unfavorable to
any political thinking and movement.

Some “sincere” Communists still
believed that after the initial transi-
tional period from war to peace a new
German democracy would emerge and
the foreign terror regime would end.
But the German party chiefs who had
been called from their Moscow head-
quarters, Walter Ulbricht & Co., in
cobperation with a clique of Social-
Democratic “leaders” who were easily
absorbed by the Ulbricht-clique,

sought to copy the pattern of the Rus-
sian state in Germany. The historical
role of these cliques was necessarily
based on a policy of keeping Germany
divided and of preventing a unifica-
tion of Germany except through war,
i.e., with the direct aid of the Russian
army. For any other kind of unifica-
tion would have been incompatible
with the réle of Ulbricht & Co. as
“leaders” of the new totalitarian state.
They had to build up their totali-
tarian party under the protection of
a foreign army. & was not possible for
them to follow the pattern of the Rus-
sian revolution or even of the Nazi
movement. They could not create
their totalitarian party in competition
with other political parties and con-
quer the state administration of a par-
liamentarian government “from with-
in” or with the aid of popular mass
movements. Therefore the fate of
Ulbricht & Co. depended on the for-
eign policies of Moscow. They were
sure that Moscow would need them
as long as the Russian government
was for a continued division of Ger-
many and opposed to any kind of
peaceful unification. For the same

reason, it was completely out of the
question for Ulbricht & Co. to play
the rdle of a Tito. Moscow did not
have to fear such a danger in East
Germany among the leading members
of the East-German Party bureau-
creasy. But other and even greater
dangers emerged.

One of them is the underground
organization of the labor opposition.
It does not consist of a real mass or-
ganization. Experienced underground
workers in totalitarian countries will
agree that a mass organization or an
organization which is part of a mass
organization—perhaps organized from
abroad—will not survive for any
length of time. What is possible in

countries or areas which cannot be
shut off air-tight from the rest of the
world is the emergence of under-
ground circles of a small number of
oppositional workers. They may es-
tablish a few personal contacts with
men who belong to key sectors of
labor and who are a major influence
among them. Such groups of workers
who, because of their position, are
able to act more independently than
other workers, will be able to use
their particular group of workers as
a kind of advance guard which at a
critical moment will be followed by
other sectors of labor.

The government spy system was not
able to penetrate the underground of
industrial and skilled workers effec-
tively because the latter were able to
detect unreliable elements from work-
ing and living experiences, and also
because the underground was made
up to a great extent of a net of con-
tacts which were not a closely knit or-
ganization but which relied on per-
sonal experiences with those who
were willing to resist the new regime.
What helped was the fact that the
government has superseded the old
private capitalist boss. The govern-
ment does not appear as a physical
person. .

Essential and helpful for a real un-
derground center was the fact that it
had the codperation and more or less
active support of numerous sympa-
thizers, and active helpers among
members of the bureaucracy, within
the S.E.D. hierarchy and €ven among
the highest ranks of the S. E. D. hier-
archy. Through them, a few contacts
also existed with’old-time members of
foreign Communist Parties in Eastern
countries, and also with a few Rus-



sian bureaucrats. As a result there was
not one single decision of the govern-
ment whxch did not become known

- opposition.

‘Whmmpof pllnncd arrests of - old-
time communists;or socialists were
‘Wmetimes - given in. time. This was
done on the highest levels, as well as
for rank-andfile ‘members and
d:mugheomacu with the Admmum
tian.

It was known that the position of
Ulbricht and his clique was under-
‘mined and collapsing immediately
after the death of Stalin, and after
the apparent eclipse of the position of
Malenkov within the ruling “inner
drcle” in Moscow. Ulbricht was care-
ful 1o follow a “wait and see” line, at
the same time closely watching the
personal attitudes of the individual
bureaucrats toward his own group
and toward Moscow.

Something should be said about the
special status-of Berlin and the new
role of the Berlin labor- movement.
This applies to West Berlin as well as
to East Berlin. In spite of the Iron
Curtain which goes straight through
Berlin, there .are, of course, many
contacts between both sectors of Ber-
lin which do not exist in other East-
West border areas. These special ties
have been very important for the
struggle in Eastern Germany. At the:
same time, East and West Berlin rep-
resent two different worlds. '

In West Berlin the Social Demo-

cratic Party dominates the political

life of the citv. The West Berlin So-

cial Democrats are under the leader-

ship of highly experienced members

of the old pre-Hitler labor movement.

West Berlin ‘is the only part of West-

Germany where the local organization

of the Social-Democratic Party is un-

der the leadership of a political group

which derives from a real fusion of
former left-wing young socialists
{"Jung-Sozialisten™) and anti-Stalinist
ex-Communists. Some of them once
played a prominent réle in the Com-
munist Youth Movement during the
Twenties .and joined "various opposi-
tional Communist groups thereafter.
* Leaders of the West Berlin S.P.D.
are used to considering their own sit-
uation as different from the situation
in any other part of Germany and as
directly related to foreign big-power
politics. Nowhere in the world are
foreign policies and world-wide politi-
cal shifts of so much immediate con-
cern to the local leaders and to the
population as in West Berlin.
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+ The labor movement in East Berlin
iy also unique. East Berlin is the only
area in the Behind-the-Iron-Curtain
world where an anti-Communist party
is officially permitted and actually
tolerated. At the beginning of the
East Berlin regime, attempts were
made to liquidate the Social-Demo-
cratic Party in East Berlin, too, and
to terrorize individual party members.
But the West Berlin Social Democrats
answered with effective counter-meas-
ures and threats of retaliation. As a
result, some kind of unofficial modus
vivendi developed.

The underground organization in

East Berlin relies more or less on for-

mer trade unionists, largely ex-Com-
munists (sometimes still official mem-
bers of the S.E.D.) and former mem-
bers of the S.P.D. Contacts exist be-
tween the S.P.D. organization in West
Berlin and the labor underground in
East Berlin. But such contacts rely on
a few personal ties. A distinctive fea-
ture of the underground in East Ber-
lin and East Germany is that it relies
on groups of workers who have com-
mon traditional ties and who do not
acknowledge any center “abroad,”
not even in Western Germany, includ-
ing the S.P.D., as their leadership.
There is a strong feeling that their
problems are not sufficiently consid-
ered and understood by the political
leaders of the S.P.D. in. Western Ger-
many and that “something new” will
have to be created. In the meantime,
they have to form their own “inde-
pendent” leadership.

A small circle of “underground
leaders’ had been concerned for some
time with the desperate mood of the
workers and also of the peasants and
the urban middle classes. It was also
known that the Ulbricht clique tried
to create a fait accompli for Moscow,
in alignment with and in support of
Malenkov's position: the creation of
a totalitarian satellite state of East
Germany. The entire state edifice
would crumble if an attempt were
made to reform it in such a way that
it would be fit for an arrangement
with a non-totalitarian West Ger-
many. Therefore an East German
Five-Year Plan was revised in stch a
way that a greater share of the “na-
tional income” was to be devoted to
the extension of heavy industrial or
armaments projects. The remnants of
non-Communist “bourgeois” parties
were to be liquidated. The state was
to become “monolithic,” The inde-
pendent status of the church was to

end, thus creating an even wider rift
between East and West Germany. It
was perfectly clear.to the Ulbricht
clique that it would be sacrificed if a
unified sovereign Germany would
emerge, and that the Russian dicta-
tors would- have to throw the Ul
bricht clique overboard if ever Mos-
cow would make a serious effort to
support the creation of a unified sov-
ereign German nation.

It was known that influential circles
in Moscow were for a Russian with-

_ drawal from Germany and Central

Europe under certain conditions:
Simultaneous withdrawal of the

United States armed forces from Ger-
many, and the formation of a neu-

tralized Germany and, if possible, also
of Western Europe.

A mere attempt to test such a policy

. would require the end of the political

réle for Ulbricht and his clique. The
latter tried to liquidate any social or
political force which might have made
it posslble to find a successor to his
regime immediately after havmg re-
ceived .news about Stalin’s serious
sickness and especially after the death
of Stalin. But shortly thereafter, it
was felt that Ulbrich was bankrupt in
the eyes of the new supreme masters
of Moscow. Ulbricht himself knew it
and he himself tried to open up a way
of retreat, hoping against hope that
he could ride out the tempest which
was blowing from Moscow.

But personal rivals of Ulbricht
within the apparatus suddenly gained
influence and power. The Ulbricht
clique tried to make a hasty retreat.
Promises were made to permit open
criticism of the regime.

During the 12 months which pre-
ceded the uprising, the living stand-
ard of the workers in particular had
fallen off, though, officially and ac-
cording to government statistics, liv-
ing conditions had improved. Con-
sumer goods had been de-rationed. .
Practically all consumer goods had to
be purchased at “free” prices. The
latter had declined but they still were
higher than prices for rationed goods
had been before. Thus items which
could be bought only by the small
privileged new aristocracy had be-
come cheaper while bread, margarine,
potatoes, etc, had become more
expensive.

In the early Spring, practically al—
ready in March, near-famine condi-
tions developed in many areas of the
Eastern zone. In most towns, even in
Berlin, rationed meat, fats, butter, su-



f-and vegetables could not be sup-

iad. Many people waiting in queues
Ywasted their time and had to go home
ginptyhanded and . hungry.§ At the
Aame time, it became kpown that the

. t was building up huge
avocks of foodstuffs, apparently for po-
litical reasons and “on orders from
Moscow.” . :

- The complete record of the histori-
‘cal ‘events of the uprigings cannot be
written now. There are many details
which are only locally known. There
were no “central leaders” who direct-
ed or organized the uprisings in such
a way that they were able to antici-
pate the events and to keep them-
selves informed about the actual situ-
ation at all major industrial or popu-
lation centers. But an underground
center in Berlin does exist. It relies on
groups of workers who have unchal-
‘lenged authority among new col-
.leagues. They followed a wait-and-
see policy and resisted the temptation
of - heri¢' actions which would not
make sense, or which would expose
them. their families and “innocent”
opposionists, to the new super-Ges-
tapo.

Then, in early Spring, something
happened that stirred all oppositional
workers and that was much discussed
among the underground circles: Ul-
bricht and his personal adherents
were no longer in favor with Moscow.
His protector in Moscow, Malenkov,
seemed to be losing his battle as the
successor to Stalin. The new man

whom Moscow had sent to East Ber-

lin (Karlshorst), Semyonov, apparent-
ly was a follower of Beria. The failure
of Malenkov’s policies in the satellite
countries was to be revealed. A new
policy was to be introduced. Moscow
wanted to shake off the shadow of
Ulbricht, the most hated man in East
Germany. At the same time, a cam-
paign of criticism of the old party
leadership was to prove to the West
Germans that a rea} changé. is occur-
ring..in. the East and that the East
Germans enjoy 2 high degree of free-
dom and independence. Trade-union
representatives were told that the
workers would have the right to make
.demands for better working condi-
tions. - '

When the underground circles were
advised about these new directives of
Moscow, experienced former Com-
munist Party members were skeptical
about the change. Would the new
party line only be a short-term, tem-
porary affair? What would happen
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_Bcryards, after having revealed the

entity of the members of the

- #pposition? Would the party bosses

provoke the oppositional or potential-
ly oppositional workers to reveal
themselves only in order to purge
them thereafter? Experienced former
Communist Party members also sug-
gested that an attempt should be
made to turn the semi-legal move-
ment for improved work and wage
conditions into .a political struggle
which would spread among all indus-
tries and also other social classes in
East Germany. There was much re-
luctance among former active Com-
munist party members and among so-
cialists, to appear openly as leaders
of the movement or to take the initi-
ative for the call for strikes and dem-
onstrations. Much thought had to be
given to the aftermath, and to the
need of survival during the terror pe-
riod which could be anticipated as a
sequel to any attempt at open resist-
ance against the regime.

Everybody, the underground lead-
ers as well as the leading members of
the S.E.D. or of the Fast German gov-
ernment, and in particular the Rus-
sian representatives, were surprised at
the scope and intensity of the oppo-
sitional movement which soon gained
the character of mass uprisings,
though there was not one single un-
derground leadership which believed
that the situation was “ripe” for a real
revolution.

The underground leaders of the
opposition had often talked about the
risks of open opposition. One of the
great difficulties was the inability of
the participants of any movement
which defies the Party or the Party
leaders and therefore also the entire
regime, to protect themselves against
the terror regimg. A small-scale group
action for improved living conditions
exposed the participants to almost the
same risks as an open political action
against the regime. The workers
themselves were fearful of isolated
small-scale actions of resistance. “If
all workers of all industries would
rebel. . . .” This “if” was repeatedly
talked about by 4¢he workers, as an
.excuse for not being able to act them-
selves, but also as a ray of hope.

It was easy for the building work-
ers and the workers of the Hennigs-
dorf Steelworkers to convince them-
selves that their resentment over the
higher work norms and lower wage
schedules would be useless and even
dangerous if they merely launched a

smallscale group struggle for better
economic conditions for themselves.
They had to get out the workers of
other factories, the women and men
of the working class districts, in one
big mass movement against the gov-
ernment, against the entire re?'me.

ex-

‘What was secretly discussed an

pected as the only chance, had to be-
come true. The professional pride of
the building and steel workers turned
into a political pride to be at the helm
of a movement which was acclaimed
by practically the entire population,
except the Party élite and the new
aristocracy.

Working and foodstuff conditions
became so desperate that many acts
of spontaneous resistance occurred in
many industrial towns. But the Party
leadership somehow welcomed the
justification for intensified terror. It
also may have believed that the Mal-
enkov clique in Moscow would use
the signs of hostility of the East Ger-
‘man masses in order to justify the
very policies which would widen the
gulf between East and West and
which - would increase the need of
Moscow to use Ulbricht as its tool.

It seemed that Malenkov could not
assert himself in Moscow. Instructions
were sent to East Germany through
the new Russian Commissars that the
methods of Ulbricht must be changed
and that Moscow must retain a
higher degree of maneuverability to-
ward West Germany than would be
possible with the crude terror meth-
ods of Ulbricht. The latter seemed to
feel that the magic power which radi-
ated from Moscow was slipping away
from him.

But the old anti-labor instructions
and orders for 10 per cent more work
without more pay were not cancelled.
They could not be rescinded also be-
cause of the shaky economic founda-
tion of the state economy, and be-
cause of Moscow’s unwillingness to
give up the claims for large tribute or
preferential supplies from the ex-
hausted economy.

Yet, a softness in dealing with re-
bellious workers became apparent.
The drive against -the independent
peasants and for collectivization was
suddenly called off. The entire Five-
Year Plan policy was omitted from
public appeals and admonishments of
the leaders of the regime. In addition,
real famine conditions spread jiggsome

greas. Living conditions sharply- de-
tlined. Many rationed goods were not
distributed at all,“or they were re-



placed with inferior goods which were
offered at greatly increased prices.

'+ Under such conditions the workers
feltencouraged to discuss their griev-
ances openly. It was obvious that the
top-leaders of the regime were unable
‘or unwilling to act ruthlessly and with
‘totalitarian terror methods against
the critics of the regime.

Then the leading members of the
underground had to deal with the is-
sue: “What to do next?>”’ There were
contacts with some leading members
of the Social-Democratic Party in
West Germany, but the latter was not
directing or controlling the move-
ment in East Germany. Contacts were
minimized as much as possible, for
personal safety. reasons, also for po-
litical reasons. But it was known that
Dr. Adenaver’s position would great-
Iv depend on his ability to prove to
the people in Western Germany that
Eastern Germany must be written off
for all practical purposes for a long
time.

So. the decision to call the workers
out for strikes and open demonstra-
tions azainst the regime was made in
view of the following factors:

(1) The people were hungry and
desperate but the regime had im-
posed new additional burdens, includ-
ing new increased work norms with-
out extra pay.

(2) The peasants were desperate
and would support any action against
the government in the towns.

r8. The terror apparatus of the re-
gime was not fullv effective, for the
government was dependent on a for-
eign overlord who was dissatisfied
with the zovernment. Its members
were confused about the further
course of action.

- (4) Important international behind-
the-scene  negotiations were being
held in Eastern,and Western capitals
where the fate of Germany was to be
decided. These negotiations could be
favorably effected by an open act of
defiance of the regime.

. (8) The political parties and. the
government in Western Germany
were to be aroused about the urgency
of the problem of unity and liberation
of East Germany from the Eastern
totalitarian state and the unbearable
conditions imposed by it on the peo-
ple.

On June 7, the building workers of
the Stalin-Allee project in East Berlin
for the first time received their weekly
wage on the basis of the newly-intro-
duced work -norms, i.e., at greatly re-
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~duced rates. The bureaucrats of the
trade unions and of other official
agencies refused to listen to the com-
plaints of the workers and threatened
police action against “sabotage” and
“resistance” against the state authori-
ties. Then, on June 9 and 10, the
official decrees about a change of the
party line were made known. Now
there seemed to be confirmation of
what had been said in the whisper-
campaigns: The Ulbricht-apparatus
will find it difficult to use methods of
physical terror in order to suppress
open mass resistance. The workers
will have a chance if they express
their dissatisfaction with the bureau-
crats. Moscow will hesitate to appear
in the role of the mass liquidator of
the industrial workers of East Ger-
many. On June 15 and 16, the build-
ing workers of the Stalin-Allee project
‘openly demanded withdrawal of the
new work-norms and wage cuts. Ul-
bricht’s apparatus still refused to give
in. Then the workers stopped work-
ing, left their jobs and marched into
other workers’ quarters, especially to
other plants, in order to spread the
‘movement. Many thousands of work-
ers marched to the East German gov-
ernment and Party headquarters.
This action was still relatively peace-
ful. Two members of the government,
Rau and Selbmann, who had the rep-
utation of not being especially close
to Ulbricht, personally tried to pacify
the masses. They were frequently in-
térrupted  when they talked to the
workers but they were not personally
attacked. Then, on June 17, the order
for new work norms and wage cuts
was withdrawn. It was too late. In the
evening, the slogan spread among the
workers in all East Berlin districts:
The next morning, all workers of
East Berlin would go on strike and
march against the government. The
next morning, the workers of the mu-
nicipal utilities (gas, water and elec-
trical power plants) joined the strike
and marched against the government
headquarters, too. In a matter of min-
utes Russian tanks intervened and
saved the S.E.D. and government
headquarters from destruction by the
infuriated workers. Without the last-
minute intervention of the Russian
tank division, the workers would have
seized party and government head-
quarters with little chance of escape
for the S.E.D. leaders.

The workers did not run away
when the guns of the Russian tanks
were turning against them. They

faced them with desperate courage
and iron discipline. Politically con-
scious workers advised their col-

Jeagues not to engage in an open and

unequal fight with the Russian forces.
One step further, and the tanks would
have been used against the unarmed
workers. It was too early to attempt
a revolutionary coup against the gov-
ernment and against the Russian

armed forces.
The action had started under the

leadership of workers who were es-
pecially reliable and courageous in
their defiance of the regime. They
were skilled workers traditionally
known for their personal willingness
to take risks in the struggle against
oppressive authorities. The building
workers of Berlin and the steel work-
ers of Hennigsdorf were known for
their support of revolutionary actions
during the pre-Nazi era 1918-1933.
They were strongholds of the Com-
munist movement in Berlin during
that period. Under the Nazis they
defied the regime wherever possible.
They certainly did nbt become adher-
ents of Nazism. These workers were
called out for an open act of defiance
of the regime, but under slogans
which at first concerned their own
economic interests: against the new
work norms and for better living con-
ditions. The economic demands were
fulfilled by the regime almost within
a few hours after the start of the
strike. But an immediate “transition
of the economic into a political strug-
gle” took place in the best tradition
of the old tactical experiences of revo-
lutionary action. The advance guard
of the Berlin working class had called
out the other workers and the entire
working class population to defy the
regime and to march to the centers of
the administration with the demand:
immediate resignation of the govern-
ment.

Spontan€pusly, in towns and vil-
lages where the underground did not
have direct contacts but where local
underground leaders existed, too, or
where such leaders arose during the
action itself, workers went on strike
and local populations, often openly
supported by peasants, marched to
the prison buildings where political
prisoners were kept or where the

There was a serious.danger that lo-




anderground leadership which "exist-
@ "in nudeusform intervened. The
‘tponi demand for a general
sirike was declined. For such an ex-
tension of the action would have been
4n. attempt to seize political power
and would have involved the move-
ment into an open premature strug-
gle against the foreign occupational
power. There was no chance to win
against the Russian tanks and ma-
chine guns, while open support from'
the West was not available. The local
leaders of the movement were warned
to avoid any clash with the represen-
tatives of the Russian occupational
powers. When Russian tanks and
‘guns controlled the streets and fur-
ther mass action would have resulted
in an open clash with the Russian
forces the action as such was called
off.

But in many towns and industrial
centers open mass resistance still con-
tinued. The leaders of the under-
ground discovered that they had un-
known sympathizers and active sup-
porters. The basic weakness of the po-
lice machine of the regime became
apparent: it was acting on behalf of
a foreign power and it relied on ‘‘se-
curity forces” recruited largely from
voung workers who did not want to
act against their own people. Many
acts were seen of heroism and evi-
dence of disintegration of the regime.
s The ondy )
reliable- fromi the : viewpoint of the
‘Wihticht. cliquesnd-of the Russian
memnbers: or- Nazis: who had* joined
the S.E.D: and. the new Security For-
ces of the regime. But the old Com-
piunist party members who: had
joined the ‘new .administration were
in ' most cases “unreliable” and except
for'a few top leaders bore  withing
themselves the germs of disintegra-
tion. o

In one town, the mayor, an old-
time Communist, pérsonally knocked
down with his fists the policeman, a
former Nazi, who was shooting at the
anti-government people. The Com-
munist mayor was later arrested and
condemned to death.

. There was one great disappoint-
ment: The response in West Ger-
many, especially in Bonn. The Aden-
auer government protested but it did

-clements who were really
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not do as much in support of the up-
rising as it might have done. The or-
der 'of the commandant of the occu-
pational forces in West Berlin not to
hold an open mass rally against the
terror in the East and against the
East German Administration was reg-
istered as a sign that the Western
powers were afraid of the conse-
quences of further struggle. It was
considered as a gesture by the West
JGerman administration to Moscow
for negotiations and an agreement
which would perpetuate the division
of Germany and its dependence on
foreign powers.

The uprising - improved the bar-

gaining position of the Western pow-
ers. But the desperate masses would
have to pay the price. Would it mean
the physical liquidation of anyone
who had turned out to be an oppon-
ent of the regime or who was poten-
tially an enemy of the regime?
THE ULIQUIDATION of entire social
classes and of large sectors of the pop-
ulation in order to solidify a totali-
tarian state regime has become com-
mon. Any underground leader and
active member of the resistance move-
ment had to be aware of the possibili-
ty that the regime would take ven-
geance on him if it could ever gain
absolute power. For all practical pur-
poses, the Ulbricht clique would want
to physically liquidate them and or-
ganize a purge on the scale of the
Russian liquidation of the peasant
class or of the purges against the “old
Bolsheviks’ during the Thirties in or-
der to solidify their power. But does
Moscow want to return the Ulbricht
clique to absolute power and will the
Russian regime support such purges?
This is a foreign policy issue for Mos-
cow. It presents itself as a dilemma
either to rule the satellite countries
with the iron fist of the ruthless dic-
tator, or to' make concessions in the
hope of winning support at least
among some sectors of the population
and therefore foreign political ma-
neuverability.

The Russian leaders are experi-
enced in administrative rule and op-
pressiont of oppositional movements.
But they are not too experienced with
such movements in satellite countries
especially in areas forming the border
line between East and West, and es-
pecially not in highly industrialized
countries with proletarian leaders
who are trained in the tradition of the
old labor movements and with work-
ers who also have a tradition of de-
fiance agajnst their lexploiters and

oppressors.

Oppression of these social elements
tends to create political dynamite. A
drastic solution would be the liquida-
tion of such elements in the style of
the action against the “kulaks” or the
peasants. Moscow did not intervene
when the Ulbricht clique acted in this
way against the middle classes and
the peasants. East Germany is only
part of the German nation, and purge
actions against the East German
workers are apt to create such hatreds
in West Germany that Moscow’s hope
of neutralizing Germany and Western
Europe would never be realized.
Furthermore Beria did not want Mal-
enkov’s adherent, Ulbricht, the Rus
sian Pro-Consul and bis German un-
derlings who wanted to repeat the
purge actions in the old Stalinist
style, to remain in control of the
S.ED. and of the German satellite
regime.

The Russian masters are now fol-
lowing two opposite courses. They are
taking vengeance against the revolu-
tionary opponents. Large-scale puni-
tive actions are planned in order to
liquidate the opposition. They also
seek to pacify the aroused masses and
to pave the ground for a new appeal
in Europe in order to “neutralize”
Germany and Western Europe.

Moscow may follow either course,
or it may seek to combine the two
courses. The freedom of action of the
Russian overlord will depend mainly
on his relations with the Western
powers. Will he get enticing offers of
agreements’ which if accepted would
seal the fate of the national and so-
cial liberation movements in Europe
and in Asia? Or will the pressure of
such movements be used in order to
proclaim the task of the restoration
of free and independent nations
which will work together in order to
solve the social and economic prob-

lems of their time?

A violent suppression of the anti-
totalitarian national and social liber-
ation movement in East Germany and

Sisher Russian-satellig copntries, with
Western powens, would liquidate the
qdl force which nabes it possible to
.avosd a third. world war. For the Rus-
siag ‘overload: will see t0 ‘it that the
soppression of ‘such, movements will
‘B¢ wsed in ‘order to propagate the idea
ot bewayal of any progressive move-
faents by the Western powers and in
order to bujld up a stronger police



and military machine than ever ex-
issed before. It would be used in or-
der to wage war against the Western
powers at a later stage, under condi-
tions where the "Western powers
would be unable to use the means of
‘political . warfare effectively in Eu-
rope. ~ - '

“This * is - the .international back-
ground: to-the events in' East Ger-
many. They are either the beginning
of a.new era of revolutionary national
and social - liberation movements, or
they will seal the fate of any social
liberation movement in our time.
The Western powers are in greater

danger of being defeated in Germany
if they refuse to support such move-
ments because the final consequences
of such a struggle are much more far-
reaching than it may appear to the
casual observer. H. F. STILLE
Germany, June, 1953.
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Rus_sia: | ‘Reforms’

It is the normal habit of bourgeois economists to treat the East
Furopean economic reforms as a purely technical issue whose
aim is simply to unprovc cfficiency. As a result it is put about
that the reforms are in the interest of the ‘whole populatxon In
practice neither the established East European nor West Euro-
pean economists are accustomed to see economics from the point
of view of the dominant social group. It is, therefore, not surpris-
ing that nothing has been said about the class effects of the
economic reforms, since ultimately for these economists the
working class either does not exist or ought to be disregarded as
an inert sub-human species. This latter Statement may seem
somewhat strong for those unused to arguing with the East
European intelligentsia. Unfortunately the latter hold probably
the most extreme elitist views within any industrialised country.
For confirmation of this one only has to read Amulric® or
Sakharov.?

While the instruments of the present stage of the economic
reform are complex the basic concept is simple. It is to switch
from physical targets to profits and sales as success indicators at
the level of the enterprise. If they were, in fact, only success
indicators little need change. Prices are fixed from the centre
while supply remains the responsibility of an All-Union State
Committee. Wages and salaries are also determined through
manuals compiled in Moscow. In the absence of competition,
profit and the introduction of an interest charge are of import-
ance primarily in reducing waste through the holding of un-
necessary stocks or the negligent use of existing resources. It is
not my purpose to discuss the success or otherwise of this aspect
of the reform. The only point here worth noting is that the
amount of profit left to the enterprise has been increased by
reducing central government taxation so as to permit greater
enterprise control and provide a stimulus for higher profit. In a
capitalist economy profit serves as a source of both consumption
— for the capitalist — and a source of investment. Profit in the
USSR is being employed for the same purposes and it is particu-
larly in its former aspect that the reform has shown its original
intention.

The essential aspect of profit in the current reform is its
use for the three incentive funds. Its utilisation as a source for
improvement of production and socio-cultural facilities are of
considerably less importance than its employment as a means of
remuneration on a rather complex formula.® The latter amounts
to saying that the sum going into the incentive fund is expressed
as a function of planned sales and profit in relation to the wages
fund. This has two obvious consequences. Firstly the level of
pay of those who derive their salaries from this fund is clearly
related to the level of profits of the enterprise. In fact, the
situation is not far from one in which an enterprise declares a
dividend on the basis of its success in management. The analogy
is brought closer by the fact that the bonuses which accrue from
profits are intended primarily for the engineering and technical
personnel. The amount which manual workers actually derive
from these funds is a very small addition to personal incomes.*
The only possible consequence is that the more successful the
reform, the higher the salaries of the intelligentsia will be in
relation to the working class. This has been made clear by
explicit statements that the balance had swung too far in the
direction of the working class in the course of the wage teform
of 1956-60.> In the latter period the chaotic wage system which
had evolved since the early 1930s was brought under more
central control.

and Reality

The present wage system is such that workers are on six-
seven grades of a wage-scale. There are-about. 12 scales in_
Soviet industry. The initial basic wage-rate at the first point on
the scale differs according to the nature of the industry or sub-
industry. In addition such factors as whether they are on pnecc-
work or time-rates, doing specially dlﬂicult, heavy or mgemous
work or are in less favoured regions of xmportance in de-
termining the particular worker’s rate. Overtime is of very little
significance. The overall effect is that most workers graduate
relatively quickly to a semi-skilled status at which they tend to

remain for life. The prospects for promotion are very small.
Furthermore, they obtain very little or no-increment for length
of work either in the ecconomy or in a particular factory. The
result is that the ordinary worker can look forward to a life-
time of constant wages. Soviet statistics, it is true, show an
average rise for all types of worker of monetary wage of about
17 per cent in the period 1965-68.% The problem is that there is
no real attempt to determine what, in fact, has happened to
prices. Although nominally fixed, ‘ new products ’ can have new
prices and old products can have a less useful content just as, for
instance, meat can have more bones and fat and less protein. The
period of waiting for durable consumer goods or a new flat can
lengthen. Most observers agree that queues have certainly not
shortened while the above factors are operating. It is most prob-
ably true to say that, for the ordinary male urban worker, real
wages have been more or less constant. The whole issue is
worsened by the fact that money has much less value outside the
purchase of food than in the West. Durable consumer goods,
non-trivial items of clothing as suits, coats, etc, and private hous-
ing are so expensive that it would require a very big jump in
wages for these to be of any impact on the standard of living. In
addition, many durable consumer goods and all housing is effec-
tively rationed so that money itself is often of minor importance.
The inevitable result is that the tiny increases due to the re-
forms, even if not absorbed by price rises, must be regarded only
as a joke — enough, perhaps, to buy one piece of cake.”

The intelligentsia is not on a wage-scale but paid according
to occupation. Each occupation has a fixed salary, increasing
with the importance of the enterprise. The biggest factories pay
the biggest salaries. There are no increments for length of time
worked, but the ordmary engmeer receiving his 100-110 rubles
shortly after leaving university (a sum similar to that obtained
by most workers) has historically had the opportunity of pro-
motion. Obviously, he has a desk in an office and generally more
pleasant conditions of work, but until the last decade because of
the rapid expansion of the economy, and the large-scale purges
and the effect of the *war he could expect that either he could
continue his education to a post-graduate level or he would rise
relatively quickly in the occupational rank. It is clearly still true
that such a route up towards the top of the educational or
industrial ladder is feasible and occurs. The fact, however, is
that with the relatively slow expansion of education and decline
in rate of growth, not to speak of an end to the purges and the
effects of the war, opportunities are greatly limited. As a result,
both the graduate and the semi-skilled worker look forward to a
grand 100-120 rubles per month, which even if their wives
obtain the same income is only sufficient to permit of the purchase
of the bare necessities. In fact, this somewhat overstates the
position since it is possible for some of the intelligentsia to
supplement their incomes in various semi-legal and illegal ways.
That the intelligentsia is corrupted in the process is important




but not relevant for this article. Nevertheless, the position of
equality is greatly resented by the intelligentsia and since the
regime cannot, within its own limitations, raise incomes all round
it has opted to improve the position of the intelligentsia. That
the increases can be substantial is shown by a recent article on
the economic reforms® which showed that the percentage of
income for engineers and technicians deriving from bonuses,
now the material incentive fund, increased in one factory in
Kiev from 12.4 per cent in 1965 to 28.1 per cent in 1968 and
from 5.2 per cent to 22.2 per cent in the case of a second enter-
prise. In fact, the (Sovier) author states: ‘A review of under-
takings which have changed over to the new system shows that
most of them have used their Material Incentives Fund chiefly
to improve the earnings of engineering and technical staff and
white collar employees ’.

The white collar employees who are remunerated on a
basis different from the above two groups are in fact very badly
paid, receiving probably, on average, about half the salary of the
other groups. As a result, these posts are overwhelmingly filled
by women. It is of no small social importance that their incomes
be raised. The resuli, however, is, if anything, likely to reinforce
the overall redistributive effect of the reform since these employ-
ces are largely married to the engineers and technicians and
other members of the staff administration of the enterprise or
state civil service. It may, marginally, raise the relatively low
state of women in the USSR, but there is no campaign for
women’s liberation in the uUssR and their position as women is
not likely to change.

To the extent, therefore, that the reform is applied (and
hitherto it has been very limited), it represents a deliberate
attempt to assuage the discontent of the ordinary intelligentsia
with their relatively low incomes, status and lack of sound
mobility. While the upper intelligentsia were absorbed into the
elite in the fifties the remainder are to be drawn closer towards
the ruling group by, in effect, buying them out.

_To do this effectively, however, it is not only necessary to
have more money or even lots more money, it is also essential

to be able to purchase high quality goods and flats. It is pre-
cisely the aim of the reform to be more efficient in the produc-

tion of goods and ultimately consumer goods. Bonuses for
quality have been introduced or increased while the penalty,
through non-sale of the product and so reduction in bonus, is
also raised. This, however, illustrates this whole aspect of the
reform. From the point of view of the worker, to the extent that
the reform is implemented he will go ever increasingly to a
de facto piece-rate system. By 1960 40 per cent of Soviet
workers were mostly on time-rates but the reform must reverse
the situation. In other words, it is hoped to discipline the
workers 10 put more cffort and ability into their work through
the application of what is tantamount to piece-rates. That neither
modern technology nor modern management are in favour of
this system mecrely testifies to the fact that it must fail. That
trade unionists and socialists have long been opposed to a system
which sets worker against worker in a competitive struggle for
their daily pittance is, of course, only relevant insofar as the
effect of the reform is to raise working-class consciousness and
increase solidarity in spite of the lack of genuine trade unions.
To the degree, however, to which the reforms are in fact
successful this would mean more consumer durables available.
This, of course, is the purpose of the Fiat Motor factory in
Togliattigrad. It is also the purpose of the allocation of a sector
of flats built for so-called co-operatives. In fact, they amount to
outright purchase but with such a high down-payment that few
workers could contemplate buying their own flats. In effect, they
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permit the intelligentsia to legally jump the housing queue. Since
motor cars, even if one million Fiats are produced, are and will
be relatively scarce their price is unlikely to decrease from its
present three-four times the annual salary of the average male
worker. The result could only be that the elite and wealthier
intelligentsia would benefit immediately while the mass of the
ordinary graduates and technicians would obtain the concessions
they have been seeking, only insofar as the reform is effectively
carried out.

Of late, with the diminishing impact of the reform there
have been a spate of articles describing experiments in which
workers were dismissed and the resulting wages saved distributed
among the remainder. The Central Committee has itself en-
dorsed these so-called experiments. It has not yet, in spite of the
request, abolished the workers’ right of tenure, although that is
essential to do so, before dismissals can be made. At the moment
no factory director can dismiss a worker without finding him
another job. Clearly, one result has been massive underemploy-
ment.’ In the drive for efficiency the workers are, it would

appear, to be the first casualty. There is ro unecmployment pay
and no effective labour ‘exchanges in the Ussr. Only if the law is
changed and possibly some form of bencfit introduced could the
reform therefore be introduced. A point in this direction is the
retraining schemes which have been introduced.' Pay diminishes
to 40 per cent of the original wages of the worker by the third
month. In the fourth month he presumably gets nothing. It is
assumed that he will be earning very quickly. It is quite clear
that the Soviet economists like their Western counterparts see
much merit in some measure of unemployment. Their problem
is that they do not have anywhere to absorb the excess. They
have tried sending the youth to agriculture and the services as in
1966 when there was a double outflow from the schools as a
result of the abolition of the 11th Class. Quite naturally it failed
since both sectors have low pay and poor status. Ultimately, they
could absorb the millions of under-employed in the production
of consumer goods or in construction.

This comes to the point'that the socio-economic system has
failed to break out of the production of producer goods for the
sake of producer goods for 40 years. A structural change would
be required for which they are not prepared. The power of the
elite ultimately rests on their control over the huge institutions,
administrative organisations and large-scale enterprises which
proliferate in the USSR. A real shift of resources to agriculture,
the services and consumer goods would mean a shift of power to
the peasant, the consumer and technicians as opposed to the
administration. It may be that the big producer-goods factory
managers and central administrators can see that the logic of the
reform requires abdication but they are reluctant to comply. In
any cvent they are supporied by the huge armaments sector
which would not be able to avoid over-riding any market in the
interest of national security. The resuit is that there is little scope
for the reallocation of resources togards the consumer goods
sector, largely for non-technical economic reasons.

In other words, they are faced with the insoluble dilemma
of wanting the reforms in order to deal with the discontent of the
intelligentsia and a section of the elite, but being unable to
implement them without so antagonising the working class that
the whole system will become unstable. The alternatives of
switching resources from heavy industry is ruled out on direct
political and military grounds. The Politburo know full well that
the redistribution of income, more intensive and competitive
work demanded, and unemployment required would make any
move towards quicker economic reform fraught with great
danger.’* They are hoping to do it pragmatically, so that there



is as little opposition as possible but it is unlikely that the
working class, which has now been urbanised for almost a
generation, will remain entirely passive. The problem of the
ruling group is that they have no solution other than hoping to
follow in the tracks of Mr Wilson and muddle through. Unfortu-
nately for them, time has run out as the rate of growth declines
this year while agricultural products hardly increased. Under the
pressure of circumstances it is most likely that a political change
at the top will lead to more of these economic reforms and the
consequent politicisation of the working class, whom they will
try to control with greater suppression.

1 Andrei Amulric, ‘Will the ussR survive until 1984°, Survey,
Autumn, 1969.
2 A Sukharov, Progress, Coexistence and Intellectual Freedom,
Penguin, 1968.
3 MI = (aS + bP)W where W — Wages fund
S Sales
P Profit
MI Incentive fund
4 Planovoye Khoziastvo, No 6, 1966, Soviet Studies Information
Supplement, October 1966, p 16.
S G D Sokoleva, The New Soviet Incentive System: A Study of its
Operation in Kiev, in International Labor Review, January 1970.
6 Narodnae Khoziastvo sssr 1968, p 555. 2
7 Literally true because of the very high price of cake.
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Cuba; The End of a Road?

The importance of Cuba’s failure to achieve a 10 million ton
sugar harvest can hardly be over estimated. For it reveals in
full light the impasse that the Cuban revolution confronts now,
11 years after. In order to see the extent of this impasse it is
necessary to review somc of the main features of the past
11 years.

THE CUBAN REVOLUTION

Prior to December 1958 Cuba was the non-develeping
country par excellance. Although the per capita national income
was relatively high for the third world, it had not risen for
fifty years. The economy was dominated by a small number of
large concerns, predominantly American owned (thirteen Us
companies between them owned 40 per cent of sugar produc-
tion, us concerns owned the electricity and telephone systems,
nickel production, oil refineries etc). Such concerns ensured
that the production of sugar for the vs market (where the
American owners of Cuban sugar reccived preferential treatment
and above world market prices) dominated the economy. Thus
between 1946 and 1954 sugar and it> by-product accounted
for X1 per cent of Cuban exports, while 60 per cent of total
exports were 10 and 77 per cent of total imports from the us
or Canada (1951-7)." The price paid by the Cuban people for
being a raw materials adjunct of the us economy was enormous.
In the countryside: a huge section of the population was
deliberately left unemployed much of the year so as to be
available for the sugar harvest. At the same time a considerable
proportion of the 60 per cent of the land owned by the sugar
producers was left fallow — not used for sugar so as to keep
world prices up, not used for other purposes so as to enable
expansion of sugar production in those odd years when world
prices rose anyway. Those who benefited from this situation,
the large us concerns and the minute local oligarchy, invested
their profits either in real estate or abroad, rarely in developing
local industry (to have done so might have broken the hol
of the sugar interests over the country).

Economic stagnation was paralleled by a corruption of
political life. From the unsuccessful revolution of 1933 on a
succession -of middle class cliques, unable to challenge the
power of the oligarchy and develop the country, fought to
control the state as a means of providing their supporters with
jobs in its bureaucracy.? The Batista regime after 1952 was
the most vicious of these. Unable to satisfy the real needs of
any section of the population, it resorted instead to mass
repression while feathering its own nest.

The rapidity with which the Batista regime fell at the
end of 1958 was not so much due ‘to military defeat (even a
few days before, the Rebel Army only contained 8,000 members)
ay to the collapse of its forces. No significant class in Cuba
was willing to fight on behalf of the parasitic clique. The
programme that the new Castro government initially set itself
was one of economic development — in the interests of all
sections of the revolution. Castro declared that ‘his aim was
te make Cuba a country without rich or poor, only middle-
class’,* that he was ‘neither for socialism nor for capitalism
but for humanism’. Even committed capitalist commentators
in the west could sympathise with such a programme.

Cuba's ‘revolution’ is not a revolution in the traditional sense
of a shift in power from one economic group to another . . . rather
the transfer of power from the hands of an excentionally oppressive
and corrupt regime . . . to a dynamic group that is uniting the
nation on a programme of economic development . . . The political
complexion of the cabinet and leading officials can be judged from
the high reputation in business circles of many of the men appointed.*
But ‘development’ was impossible in Cuba without breaking
the ho'd both of the uUs companies and of the domination of

the economy by sugar production. Castro began probing for
a path towards development cautiously. He visited the us in
the hope of receiving help in such a programme. When he cut
rents in the towns, his aim was to encourage private capital
to divert its resources from real estate to industrial investment.
His Minister of Labour stated that labour’s hostility to manage-
ment during the Batista era would be replaced by a ‘reasonable
approach’. Income-tax changes in the middle of 1959 raised
rates on higher incomes, but exempted single persons earning
less than the not inconsiderable sum of $2,400 from any tax
payments at all. The first land reform measures permitted
holdings of up to 1,000 acres — and rather more in the crucial
sugar lands. At the same time, although Batista’s army and
police, which had disintegrated with his regime, had to be
replaced, much of the rest of the old state structure was left
intact once the most compromised supporters of the former
dictator had been purged. Yet even these first cautious measures
were enough to worry the representatives of the Cuban
bourgeois and the us interests. In mid-1959 the president and
five ministers left the government.

A clear choice was presented to Castro: either, follow
the path of countless previous politicians in Latin America,
come to terms with established interests, bury the programme
for reform and development, maintain a regime which would
not be able to fulfil the aspirations of any of the major
indigenous classes, least of all the intellectual middle~class from
which he and most of his movement came, and therefore end
up by degenerating into the sort of repressive parasitism
epitomised by Batista ; or use control of the state to break
the established interests and put economic power into the hands
of those with his own background and interests. By a series
of ad hoc measures Castro began to move towards the latter
solution. But each such intervention led to more friction with
the us and the old oligarchy, and therefore to the need for
more intervention.

The us owned- electricity monopoly was compelled to
lower its charges ; a 25 per cent tax was imposed ‘'on mineral
exports ; Guevara ordered firms to train Rebel Army officers
in the management of industries ; the land reform began to
bite more deeply. The us government made its first formal
protest when Us owned property on ranches was seized. Castro
began, cautiously, again to look for support in the growing
economic war — at the beginning of 1960 he made a trade
deal with Mikoyan ind accepted $100m of Russian aid.
The us in turn p-cpared for a showdown it thought would
bring Cuba to heci. When Castro turned to Soviet oil supplies
as a cheaper alternative to those of the us monopolies, the
latter ordered their Cuban refineries not to touch it. Upon
‘intervention’ in the refineries by the Cuban government, the
us closed its market to Cuban sugar. Castro retaliated in the
only way possible — by seizing more Us-owned enterprises.

Suddenly, traumatically, all Cuba’s economic relations
were transformed, as Guevara was to put it a little later.

With the exceotion of the agrarian reform, which was desired
and put into effect by the Cuban people themselves, all our
revolutionary measures were a direct reaction to the aggressions of

the monopolies . . . The pressure of the us on Cuba necessitated the
radicalisation of the revolution. .

There can be little doubt of the popularity of the measures
that had prompted the us actions. The general standard of
living of the mass of the population rose. The chronic under-
employment in the country-side began to be dealt with. Non-
sugar agricultural production rose 30 per cent between 1959 and
1963. While luxury goods were heavily taxed, and their
production cut, the general level of consumer goods output rose.



Wages outside of the sugar industry were S1 per cent higher
in February 1960 than a year before.

At the same time, it would be completely wrong to accept,
as some people seem able to, that the radical measures taken
by Castro at this time made his regime into a ‘workers’ or a
‘socialist’ one. Although there was mass support for the regime’s
actions, the interventions that led to the takmg-over of industry
were from the top down. The state was in the hands of the
leaders of the Rebel Army, not of any organs of workers
democracy or even in the hands of a revolutionary workers
party.’ Indeed it was because there were no organs of mass
self-activity that Castro turned elsewhere for support: to the
bureaucrats of the discredited Cuban Communist Party. These
increasingly provided a bureaucratic infrastructure for control
over the nationalised concerns and over society generally.

At the same time, in order to survive after the breach
with us imperialism, Castro was forced to turn more and more
to the Russians for aid. The logical outcome of both these
moves was his self-proclamation as a ‘Marxist-Leninist’ (the
end of 1961). Yet neither move did away with the backwardness
of the Cuban economy. Breaking with the us abolished the
old constraints on development. But it also meant that the
country faced enormous burdens, just in order to survive.
Suddenly new markets for a massive quantity of sugar had to.
be found, new sources for all sorts of essential imports obtained.

At first, as they set out to industrialise in 1961 the Cuban
leaders down played these realities. They felt coavinced not
only that they could accumulate, but further, that they could
do so on a grand scale. They announced plans that implied
following the path of industrialisation of the ussk and Eastern
Europe — $1,000m were to be spent on industrialisation over a
five-year period, with 28 per cent of the GNP going in invest-
ment.® According to Castro the aim was & ‘growth rate of 13 per
cent per annum and to . . . double living standards in a
few years’. This was to be accomplished by Russian aid and by
expanding sugar production, while not abandomng the crop
diversification measures.

Unfortunately reality was to be harsh on the dreams of
the Cuban leaders. In order to raise the high levels of planned
investment the rising living standards of the Cuban masses
had to be curtailed by rationing of fats (August 1961), then
foodstuffs generally (June 1962) and then clothing (March
1963). In the country-side the new measures were often resisted
by the peasants, as Castro admitted in a speech of May 1962.
A large sugar crop in 1961 could not do away with the reality
of a world glut and low prices for it. The programme for
industrialisation faltered ; plants were late in coming into
operation ; shortages of funds to buy raw materials meant that
often they could not function anyway ; at other times they were
.immobilised by shortages of spare parts. Cuba became increas-
ingly dependent on Soviet aid for its physical survival. Yet the
Cuba crisis of late 1962 showed that the Russians regarded
Cuba essentially as a pawn, not even to be consulted when
major decisions concerning her future were taken.

The Cuban leaders were rapidly to lose the illusion that
they had found an easy path to development.

‘We made an absurd plan, disconnected with realxty‘ thh
absurd goals and with supplies that were totally a dream
(Guevara, March 1962).

. The Russian leaders began to indicate that although they
saw aid to Cuba. as strategically useful to themselves, this aid
was to serve their interests, not that of the Cuban people. In
1963 and 1964 they secemed to have expressed anxiety both
at the growing amount of credits they were giving to Cuba,®
and the purposes to which these were being put. The opinion
was expressed that if Cuba was to go on being subsidised then
¢ should concentrate on the efficient production of things the

Russian economy needed — chiefly raw materials and food-
stuffs — not on inefficient production in heavy industry.

A change in the orientation of the Cuban economy soon

followed. ‘Government officials said they had been mistaken in
believing that major industrialisation could be undertaken at
this time, and now realise that agricultural development must
have precedence, both for export earnings and for domestic
consumption’.’ This policy was however resisted by some of
Cuba’s leaders in particular Guevara, who saw it as perpetuating
Cuba’s position as an underdeveloped supplier of raw materials
to others. In a scarcely veiled allusion to the Russians, he
denounced,
“alk of mutually beneficial trade based on the prices imposed on
underdeveloped countries by the law of value and its by-products,
the international relations of unequal exchange. How can ‘mutual
benefit’ mean the sale at world market prices of raw materials which
cost the backward countries sweat and boundless suffering and the
purchase at those market prices of machinery made in modern
automated factories?10

But for the rulers of Cuba, isolated in a world dominated
by rival imperialisms, dependence on Russian aid was stronger
than the aspirations of one of the most heroic leaders of the
revolution. On October 3rd, 1965 Guevara left the government
end Cuba. Soon after another symbol of the revolution was
also removed: the government called in and centralised under
its own control all the combat weapons previously in the hands
of the population.’

‘Realism’ was now to be the dominant theme behind
Cuban economic policy. The grandiose talk of the past, whether
of the rapid development of heavy industry or of the diversifi-
cation of agriculture and the abolition of monoculture was
ended. Instead the emphasis was on producing as much sugar
as possible and selling this on the world market. The revo-
lutionaries in the early years had argued that monoculture
was a prime cause of Cuban underdevelopment ; now it was
seen as the only remaining way out of underdevelopment. The
centre of Cuba’s ‘plan became to produce 10 million tons a
year by 1970. The aim had been to rise over the years towards
this target — seemingly not an impossible one, given that in
1952 a harvest of more than seven million tons had been
obtained. But the very reforms of the previous years — aimed at
doing away with monoculture as the cause of poverty in
'Cuba — made the task difficult. Above all there were no longer
massive numbers of unemployed in the country-side at the
beck and call of the sugar harvest. At the same time deliveries
of agricultural machinery (from the Russian bloc) to take their
place were unreliable. So the sugar crop, six million tons in
1966. remained around this figure in 1967, and then fell —to
5'2m in 1968, and 4°8m in 1969.

Instead of breaking out of its difficulties, the condition of
the Cuban economy remained perilous. The indications are that
far from development taking place, the national product
remained more or less constant. In order to obtain hard
currencies for essential imports, the Cubans had to default on
promised sugar deliveries to the Russians, selling instead on
the world market. For the same reason, sugar rationing had to
be introduced in Cuba itself.

But the pressures on the Cuban regime could not be
ignored for ever. The heightened sugar target became more
and more seen as necessary if there were to be funds to buy
urgently needed western imports. At the same time there was
the need to placate the Russians, by at least meeting promised
sugar deliveries. Finally, there were past loans from the Eastern
Bloc to be paid back.

Sir Rafael Rodriguez (2 leader of the Cuban cP) told the EIU . .

that the interest rate on Sovict loan was 2 - 24 per cent, that payments
on the principles of the loans had already begun but that amortorisa-
tions would peak towards 1975.1# ;
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So the ten million ton target became the dominant force
behind the activns of the Cuban rulers over the last year.

Yet even if this target had been achieved, it would not
have solved the problem of Cuban underdevelopment. The
sugar would sull have had to be sold on a fluctuating world
market. Successes in so sclling it would have been at the expense
of Cuba’s competitors — in the main countries as impoverished
as Cuba. The beneficiaries of the huge exertions poured into
producing the crop would have still remained those who bought
it — the ruling classes of the advanced industrial countries.
At the same time, much of Cuba’s earnings would have
disappeared straight away as repayments on Russian loans. As
Castro put it, the sugar produced would enable Cuba to begin
to tackle the serious balance of payments problem in foreign
trade, . . . particularly with the Soviet Union’'?

In fact however, it is now clear the target has not been
reached. Only 8,500 million tons of sugar have been produced.
And this by no mecans tells the whole story. In order 1o get
such a harvest in, much of the rest of the economy has been
sacrificed. Personnel and transport have been removed from
other key sectors in order to cut the crop. Industry has suffered
seriously. ‘Cement supplies . . . were 25 per cent less than in
1968’ and ‘supplies of constructional steel 38 per cent less’.}*

In agriculture, many of the improvements in non-sugar
production made since the revolution have been undermined.
Meat production fell from 154,000 tons in 1968 to 143,000
tons last year, and is expected to be about the same this year.
Milk production, previously one of the key areas of achievement
of the revolutionary regime (it had risen about 50 per cent
since 1959) fell by 25 per cent. Eleven years after the revolution
some of the first and most significant material steps on the
road of the Cuban people towards greater well-being have been
undermined by the pressures to produce for the world market.
The only future that seems open to them now is one of
continuing rationing, continual shortages and continual slaving
to produce still more sugar.

INTERNATIONAL POLICY

Just as the economic goals of the revolution have been eradicated
so have the international revolutionary aspects. Recently Castro
has tended to shift his focus from the guerrilla movements and
the peasants to the army chicftains as the agency of change
in South America and of ending the isolation of his revolution.
Already the Peruvian regime is called ‘revolutionary’. The leader
of the Venezuelan guerrillas, Douglas Bravo has been one of
those cxpressing his concern:

It is the facts that pre-occupy us: the estrangement of Cuba .
in relation to China ; her support for the Soviet Union’s invasion
of Czechoslovakia ; her differences with and the freezing of her
relations with our movement, the MIr included, and others in Latin
America ; the fact that she is no longer the great beacon, the meeting
place for all the movements in Latin America . . .1¢
Yet this latest twist in Cuban policy merely reflects a
feature of much longer standing. Like Castro’s turn towards
‘Marxist-Leninism’ in 1961, his turn towards continental-wide
revolution was a pragmatic responsc to a difficult situation.
Particularly when plans for Cuban industrialisation hit an
impasse in 1964-5, encouragement of guerrilla movements
became the keynotc of Cuban policy. Even as late as the
Tricontinental Conference of 1966, much of Castro’s stance
was in a pro-Soviet direction, with many of his attacks directed
at the left rather than at the reformist Latin American CP’s.'?
For a year or two afterwards Castro did seem to move decisively
to the ‘left’. Resentment at the treatment being dealt out to
Cuba by the Russians, at the domestic impasse their aid policies
were producing, and the hope that somehow, somewhere in
Latin America something would happen to end Cuba’s isolation

and the impasse, produced bitter attacks on the various cP’s
and their non-revolutionary policies at the oLas conference of
1967. Yet the revolutionary enthusiasm of this period also
betrayed its origins in unbearable frustration at Cuba’s isolation.
The slogan ‘If you are a revolutionary, make a revolution’
certainly broke with the old cr’s. But its substituted for their
non-revolutionary mass activity courageous, but futile revo-
lutionary actions by small, socially isolated groups in each
country — as if all regimes were as rootless, parasitic and weak
as Batista’s had been. This misconception — proven false by
the heroic death of Che if nothing else — corresponded to
how the rulers of Cuba saw the Latin American revolution:
as a quick way out of Cuba’s own difficulties.’® But as these
difficulties grew worse and the revolution failed to materialise,
Castro turned back to more reliable sources of sustenance —
the Kremlin and the new military dictatorships.

THE TRAGEDY OF THE CUBAN REVOLUTION

In many ways the experience of the Cubans is like that of the
Yugoslavs. Tito too broke with dominant imperialism (Russian)
because it blocked the programame of national economic develop-
ment that was the motive force of his ruling class. He too
responded to the pressures of the dominant powers by a
seemingly revolutionary stance (complete with talk of a new
international in 1949-50)." He too followed seemingly radical
domestic measures. And he too soon came to pay for the aid
he needed to survive (by a coincidence about the same level
that Castro received from Russia, $2,000m) by adjusting himself

to those who paid the piper. In his case also this meant
abandoning revolutionary pretence (in the East as well as the
West — note Tito’s grudging support for the second Russian
attack on Budapest in 1956) and fitting the internal economy
to the needs of others.*!

For there are sound objective reasons why the aim of
‘economic development’ of isolated backward countries cannot
be achieved in the modern world. For hundreds of years the
wealth of the ‘third world’ has been pillaged and accumulated
i the advanced capitalist countries. This has been used,
together with the exploitation of the metropolitan sworking-class,
to build ‘up industry (and its by-product, armed power) in
these countries. The isolated parts of the third world cannot
somehow overcome the effects of centuries of such pillaging
and in a few years accumulate wealth out of their own resources
to the level reached over a whole historical period in the West.

But there is an alternative path open. This is to see that
rea] economic development is not possible without the help of
resources accumulated over the years in the advanced countries.
While these remain in the hands of the rulers of these countries
powerful economic or military forces can always be mobilised
against any localised revolution. The only way to resist these
forces is to sce the local revolution as merely one part of a
world process, the first citadel captured by an international
army. The citadel has to be defended by orthodox means and
the population’s needs adequately catered for — but not through
the now unrealisable dream of ‘development’ through state
capitalism in one country. But this means a realistic long-term |
policy of spreading revolution, based not on middie-class
intellectuals, however heroic, going ‘to the peasants’ in the
country-side, but on building up mass revolutionary workers’
movements at the centres of ruling class power, in the cities
of all three worlds. This perspective has dismissed as ‘unreali-
stic’, as ‘antiquated’, as ‘utopian’ by Castroists and Guevarists.
Certainly there has never been any cast-iron guarantee of its
success — for this depends on all sorts of imponderables. Yet
the impact of Castroisms’ own ‘left’ period in 1966-8 and of



the Vietnamese struggle shows what effect such a policy could -

have had. For these both undermined one of the most potent
factors preventing revolutionary working-class struggle for a
generation — the conservative, counter-revolutionary Stalinist
parties. One can only imagine what the impact of the consistent
pursuit of working-class revolutionary goals by say the Cubans,
would have been.

Of course, the reason such a policy was not followed by
Cuba is no accident. The dynamic force in the Cuban revolution
was not the mass struggles of a working-class led by a conscious
revolutionary party, but the desires of a section of the local
middle<class to carry through economic development. Cuba’s
current impasse points not just to the failure of particular
policies but is also practical proof of the inability of ptccnscly
such a class to solve the problems of the ‘third world’.

Revolutionaries in the west face the danger of two sorts of
complacency when looking at the record of Cuba. The first is
to ignore harsh realities, to pretend that workers do rule in
Cuba, that Cuba’s regime is consistently revolutionary, that
somehow, trying to produce sugar in ever larger quantities
is to break with the world market on which this is sold. The
other is to sit back, content that the Cuban revolution has
failed, commenting about its ‘Stalinist degeneration’. However
opposed they may seem, both attitudes flow from the same
irresponsibility, the same refusal to understand that the pres-
sures responsible for the impasse of Cuba, and of the third

world generally, originate in Washington and Moscow, London -

and Paris. There is no way out for the Cubans until the rival
imperialisms that have crushed that revolution between them
themselves begin to fall. What revolutions in the third world
<an do, and it is no trivial task, is to haten that fall.

1 All figures in this paragraph from Economist Intelligence Unit,
Quarterly Review, Cuba, Dominican Republic and Porto Rica,
Annual Supplement, 1959.

2 Goldenberg. The Cuban Revolution and Latin Americs, London
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He was particularly vehement in his attacks on the Chinese.
The origin of these atitacks again displays the pragmatic
motivations behind Cuban policy. At the end of 1965 the
Chinese broke an agreement to deliver large quantities of rice,
Cubae’s staple food — because of difficulties in her own economy
but also because she was able to obtain Cuban sugar indirectly
from the Russians. Castro retaliated first with a mild speech,
(January 2nd, 1966) and then, apparently after the Chinese had
started distributing propaganda from their Havana embassy, with
a far more violent one, speaking of ‘perfidy, hypocracy, malevolent
insinuations, and disdain for our small country’, warning that
‘our country has liberated itself from that imperialism 90 miles
from our shores and it is not willing to permit another powerfu)
state to come 20,000 kilometres to impose similar practices
on us...

In many ways one is reminded of the Cominterns “Third Period’,’
when another bureaucracy, faced with enormous economic
problem, conceived of revolution as possible through instant
recipes.

At this time he too received uncritical support of the same sort
later given to Castro—and often from the same people (for
instance, Ernest Mandel and Pierre Frank).

The turning point for Tito was in June 1950 when Yugoslavia
failed to use its vote at the Security Council against the attempt
of the us to cover defence of imperialist interests in Korea with
a closk of legitimacy. On this (and on the failure of many of
Tito’s ‘Trotskyist’ admirers to condemn him) see the issues of
Socialist Review for 1950.

For ecxample, following a policy that effectively subordinates
domestic industry to foreign capital, -maintaining a high level of

_ unemployment and so on.

There is an important difference between the two cases —
Tito has been more successful in his endeavours to develop
his country.
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| Poland: Wbrkers’ Revolt

he riots in Gdansk and other Polish ports just before

Christmas were the most significant expression of working
class discontent to hit Eastern Europe since the crushing of
the Hungarian revolution in 1956.

The: immediate cause of these disturbances — a sharp
increase in food prices and the introduction of new wage
systems — were not just accidents or governmental mistakes.
They were deeply rooted in the problems that confront the
Polish bureaucracy.

Poland, like all the East European regimes, suffers from
a long run tendency for economic growth rates to fall. As
reserves of surplus labour and untapped raw material resources
are used up, a rational costing of the different sectors of
production become necessary. But this is prevented by the
form of organisation of the economy (and the accompanying
bureaucratic interests). The productivity of labour also
becomes more important. But the resentments which workers
hold against the system make improvements here — particular--
ly in the most advanced area of industry, and in agriculture —
very hard to obtain. (For a fuller description of these points,
see Prospects for the Stalinist States in IS 42).

Failure to come to terms with problems leads to low
growth rates and - particularly for the smaller state capitalist
regimes—massive bottlenecks in industry that can only be
overcome by increasing exports. The failure of raw material
resources to grow at the same speed as the rest of the economy
necessitates the buying of these abroad. Growing technological
lag with the west (due to the low productivity in advanced
industry) can only be overcome by imports of advanced
engincering products. But imports have to be paid for. As the
Polish economist Kalecki has put the matter ‘Another obstacle
to the acceleration of growth is the difficulty of balancing
foreign trade, which is more a problem the higher the rate of.
growth.’

The significance of these factors can be seen by what has
taken place over the last few years in Poland (a process
predicted in the pamphlet by Kuron and Modzelwski). The
five year plan for 1966-70 provided for an expansion of
industry (particularly heavy industry, but aiso arms production
which has grown between 8 and 10 per cent per annum
recently) in excess of what was possible given the level of
resources and the inefficient organisation of the economy.
- Construction projects which were begun could not be com-
pleted. This in turn increased the general lack of resources
(since such projects were supposed to supply the rest of the
economy). Industry could be kept going only if exports were
were raised. Still worse, industrial products which were
intended for sale in the west could not find markets because
of their low quality (yet another expression of the alienation
of workers from production). The overall result was that
60bn more zlotys than planned had te be spent on
investment. Yet only a limited number of ‘selected’ projects
were finished.

There was only one way out of this vicious circle: to cut
back on the ‘consumption fund’ and use the savings to pay for
the needed additional investment. In other words, real living
standards of workers had to be cut. Increased prices would
lower the amounts of food eaten by workers, enabling
greater quantities to” be exported to cover import costs.

Simultaneously, the Party leaders were forced to try
and put into effect a limited and half-hearted reform.
The central aim of this is to make managers more worried
about production costs. High among such costs were wages.

So ‘wage adjustments’ took place at the same time as price
rises.

The riots have had an effect in producing political
changes. But it is very doubtful if these will in themselves
be of any great benefit to Polish workers. The leader of the
authoritarian right, Moczar, who initiated the anti-scmitic
campaign of 1968, has increased his power. Although the
majority- of -the other new leaders have been called
‘technocrats’ by commentators, it is unlikely that they will in
fact do more than initiate a few temporary, palliative
measures.. For, if the riots have revealed the danger of not
dealing with the problems of the economy before it is too
late, the Polish bureaucrats (and their Russian backers) are

aware of another lesson: that of Czechoslovakia in 1968
(and, for that matter of Poland and Hungary in 1956).

Then efforts to put the economy on a sound basis led to the
complete fragmentation of the whole applratus. Carrying out
economic reforms required dismantling the whole structure of
control over society. But this permitted the mass of the
population, excluded from political debate for twenty years,
to discuss and agitate in their own interests. The ferment
released threatened the very bases of bureaucratic class rule.
Russian military occupation was required to kill that ferment.

What is more, the Czechoslovak experience was not even
successful in purely economic terms: Managers gained the
freedom to set their own prices and trade with whom they
want, but continued to produce expensive goods that nobody
wanted. And workers took the freedom to demand decent
living standards and working conditions. In 1969 the mass of
Czechoslovak bureaucrats showed that they preferred collabor-
ation with the Russian occupiers to these hazards. The society
over which they rule has since grown back into the pre-1968
mould. The economy continues to stagnate (the offjeial
figures if adjusted to take account of price rises, reveal that
there was no economic growth at all last ycar). The reseat-
ment of workers at wage freeze, as well as at Russian
occupation, grows. But the leaders, if not happy, at least
passively accept the situation. It is the price they pay for
keeping the mass of the population under control.

If the Czechoslovak experience shows that reforms
are dangerous, other examples indicate that perhaps they are
not particularly useful. The Hungarian economy has undergone
changes which are much praised by western experts. But it is
clear that the Russians are slightly anxious that their own
influence might be affected. Such anxiety would be greater
were. a larger and more important ecbnomy than the
Hungarian involved. Moreover, recent Hungarian growth rates
have been far from spectacular.

East Germany, which has witnessed reforms of a more
limited character than those of Hungary, and has also been
accordingly praised in the west, has been encountering
increasing difficulties recently. Last year industrial production
grew at only 6 per cent as against the planned 8 per cent,
while the growth of investment; at 7 per cent was half what
was aimed at. This year’s targets have all been cut — planned
GNP growth from 6.3 per cent to 4.9 per cent.

The Polish leadership dare not now force local managers
to cut wage costs. It will be even more reluctant than
previously to undermine the .cohesion, and therefore political
control, of its own apparatus. It will not want to run the risks



involved in transforming the structure of the cconomy and,
therefore of the interral organisation of this appuratus.

In short: it will be less willing than in the past to risk:
carrying through real reform. Yet failure to introduce such
changes will mean failure to attempt to solve current probiems.

Polish state capitalism will not be able to crawl out of
its impasse. The possibility does exist of an economic revival
for a couple of years. After all, however slow progress,
investment projects at present ‘frozen’ will eventually be
completed and give a once and for all bovst to growth. But
‘the meagre concessions made after the government reshuffle

.(accounting altogether for only about 4 per cent of total
-government expenditure) will not lessen the alienation of
workers from the productive process, eyen if they do stave
off further physical confrontations for a time. The bureau-
cracy’s class goals (and Russian pressures) will force it (o
attempt further levels of accumulation that the economy
cannot sustain. Crises of the present sont will recur on an
accentuated scale.

The threat of Russian troops might continus 10 kesp the
resentment of the workers under physical control, but will
not be able to end its deterious impact of production. As in
Czechaslovakia, the price of security for the state capitalist
tystem will be increasing stagnation, which will further increase
the general alienation of the masses from the system and the
difficulties of maintaining control. Within the bureaucracy

itself the inner decay — the factionalism unrelated to anything
but carcerist interests, the ideological bankruptcy that resorts
to crude nationalism and anti-semitism — will continue its
spread.

All this would be quite depressing, were it not that
the same malaise afflicts the Russian gendarme. All the

economic — and therefore also political and ideological -
confradictions that have come to the fore in Poland and

Czechoslovakia are developing, aithough at a slower pace,
in the Soviet Union. The social forces released whern these
come to fruition could shatter the Stalinist system forever.
A year ago we wrote (in IS 42) that the Russian
bureaucracy faced the choice between: cither an inner-split
which ‘could only be the prelude to un immense crisis
throughout the USSR uand Eastern Europe, in which the
extra-bureaucratic classes would mobilise behind their own
demands’; or ‘the likelihood of a minor incident causing a
massive eruption of working class insurgency, as in Berlin in
1953, Budapest in 1956 or Paris in 1968, but this time on a
scale unprecedented in world history.” 1968 in Czechoslovakia
gave the Russian ruling class a bitter forctaste of what was
involved in the first alternative. The workers of Gdansk and
Stecttin have shown how real the second is. As the imprisoned
Polish Marxists, Kuron and Modzelewski have written
‘Revolution is a necessity for development......Revolution is

inevitable ’
Chris Harman



Hungary: Failure of
Economic Reform

. Figures on the economic performance of a small country like
Hungary are not the sort of thing to hit the headlines. But those
issued over the last six months could be of enormous significance
for the whole future of the state capitalist countries.

At the beginning of 1968 Hungary’s rulers inaugurated a ‘New
Economic Mechanism’, the most radical economic reform yet
seen in Eastern Europe outside Yugoslavia. The aim was to deal
with a number of failings that plagued the economy - as they
plague the economies of all the Stalinist states, particularly the

more economically advanced ones. The most obvious was the

tendency for long term growth rates to decline.

But that has not been the only problem. The overall growth rates
conceal enormous disbalances and wastages inside the economy.
In Czechoslovakia in the years 1956-65 ‘a large part of
accumulation - close on a third - was tied down in inventories and
capital under construction’. In Poland 28 per cent of accumulation
was in inventories alone.1

" Instead of being available for consumption or investment,
products pile up in warehouses or are tied down in massive
construction sites that are years overdue on completion. The drain
on resources that results is massive. One estimate is that 5-7 per
cent of the output of the economies of Hungary, Czechoslovakia
and Poland is lost in this way.2

For the rulers of these countries some answer to such wastage has
become more necessary as the overall growth rates get smaller.
How does the wastage arise?

All the bureaucratically centralised economies display a drive to
repeatedly embark on investment plans on a scale that cannot
possibly be accomplished in the planned time, given the resources
of the economies. At the beginning of each five years a series of
massive investment projects are begun. But it soon becomes clear
‘that shortages and bottlenecks are going to prevent them being
finished on time.

The overambitious projects run up against what is sometimes
called the ‘raw material barrier’.3

The initial period in which investments soar is now followed by a
period in which growth rates stagnate, and some projects are left
to rot unfinished while resources which were initially meant for
them are transferred elsewhere. Projects which they in turn were
meant to supply with inputs, even if completed, are unable to
operate at full capacity. While some projects are held up by
shortage of resources, others produce goods for which there is lack
of demand. The overall result can even be a decline in the total
social product, as in Czechoslovakia in 1962-3, when ‘a policy
of very big new investment plans in the metallurgy and chemical
industry led to a sudden 2-3 per cent drop in the national
income.’4

Perhaps even more important are the social and economic
consequences of the emergency measures employed to try and
rectify the situation. On the one hand threats arise to the political
stability of the regime; on the other any possibility of rationally
organising the economy in the long term is destroyed. The search
for resources to complete ‘priority’ projects invariably means an
attack on workers’ living standards. The projects that are
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abandoned or frozen are usually those concerned with increasing
consumer good or food production, Increases in imports of raw
materials or components for industrial projects have the same
effect: they are paid for either by cutting food imports or by
reducing the level of consumption so as to allow greater food
exports.

The central management of the economy can only deal with the
problem in two ways:

1. By obtaining the necessary resources from abroad by raising
imports. '

2. By scrapping or freezing certain projects and using the resources
initially allocated for them to other, ‘priority’ projects.

In this way, the original, optimistic predictions about growth
rates are soon invalidated. ~ :

of the dynamics of industrial production - in
Czechoslovakia, the GDR and Hungary supplies an interesting
picture. The rate of growth of industrial production shews
relatively regular fluctuations . . . These fluctuations are still more
pronounced if the analysis is confined to producer goods.’S

In extreme cases such measures result in deep social unrest.
During the Hungarian First Five Year Plan (1950-55) the attempt
to maintain a disbalanced investment programme meant that ‘the
real value of wages diminished by 20 per cent;'6in October 1956
the Hungarian workers took their revenge. Years of decliming
living standards followed by an attempt to cut the meat
consumption (so as to raise exports to get desperately needed
foreign currency) prepared the ground for the uprisings 18
months ago on Poland’s Baltic coasts. The economic dislocation
of the mid-sixties was the necessary background of the Czech
‘spring’ of 1968.

The attempts to deal with the short term economic difficulties
also aggravate long term problems. The abandonment and freezing
of some projects inevitably means that overall economic develop-
ment is unbalanced and one sided: it is not unusual to find that
when a highly expensive factory is completed it cannot operate at
full capacity because a project producing some essential input for
it has not been finished.”

Whatever talk there might be of ‘five year planning’ nationally, at
the factory level a manager hardly knows from one week to the
next what he will be expected to produce and in what quantities.
If he starts work on one project, there is a strong likelihood he
will soon be ordered to scrap existing production’ plans and start
producing for another priority.

At present the allocation of tasks at the factory is not even
planned on a yearly basis - as is clear from a statement by
Baibakhov, the Chairman of Gosplan:

‘It is essential that the basic form of the planned development of
the national economy must be a five year plan, with an annual
allocation of the most important tasks . . . These requirements
have not yet been fully implemented.'8

Faced with such uncertainties, it is hardly possible for the manager
toplan the work of his factory on the most efficient basis. Instead,
he develops a strong interest in making sure he has excess hidden
labour and raw material resources. Then he can make sudden and
unplanned switches from one production line to another, from
one quantity of output to another, without over-exerting the



‘workforce or the plant. It also means he has an interest in being as
little dependent upon outside supplies as possible - hence a marked
tendency for enterprisés to make as many as possible of the goods
they need themselves, regardless of the cost, rather than rely on
supplies from outside that might not be available when needed.

" The overall result is that any rational calculation of what resources
are available in the economy becomes impossible; no real

" incentives exist at the factory level to increase productivity,

_ despite continual ‘admonishments from the authorities; and

. conditions are created in which there is no real way of telling
‘whether future investment targets correspond to the resources of
the economy.

- Of course projects which are delayed do eventually come in to
production. Then a massive burst in industrial growth follows.
But it is no more planned than was the previous downturn. And
it cannot cancel out the other irrationalities in the economy. It

- does however, have one invariable effect: it ptompts the central
authorities to overestimate the speed at which future Investment is
"possible and to repeat their previous setting of vastly over-
ambitious investment plans.

The aim of schemes of economic reform in the Eastern Bloc

"countries has been, quite simply, to do away with the dis-
“proportionalities and pave the way for balanced growth at a
reinvigorated rate. Their proponents argue that the only way to
overcome the inbalances and irrationalities is to develop some sort
of market mechanism to relate the outputs of different enterprises

. to each other and, eventually, to the outside world. Then, it is
said, the managers will have an incentive to relate their investment
plans to those of the needs of consumers and other enterprises,
and they will also be forced to adopt a realistic pricing policy,
which reflects real production costs.

In the late 1960s there were moves towards the partial
implementation of such a programme in many of the Stalinist
states. Reforms were pushed through in Czechoslovakia, East

- Germany, Poland, and even in Russia itself. But they were usually
limited in scope by the resistance of strong vested interests inside

- the bureaucracy. In Czechoslovakia the economic reforms were
finally abandoned two years ago with the reimposition of tight
bureaucratic control. _

So far the Hungarian reforms have avoided such a fate and have
been much more far reaching than those suggested elsewhere. The
attitude of western experts to the reforms until recently was one

of unqualified approval. The reforms seemed to justify the faith

of bourgeois economists in the market mechanism as the only
possible basis for organising an industrialised society. There was
hardly a hint that the Hungarians might have solved nothing with
their ‘reforms’, ©

Yet last August it began to be revealed that the old faults of the
state capitalist economy were re-emerging in a scarcely changed

form. Rezso Nyers, the head of the Communist Party’s economic

department presented a report that indicated that ‘current
investment expenditure in Hungary appears to have broken all
bounds and is running 23 per cent higher than during the first
" half of last year’.9

The president of the Hungarian National Bank reported that
funds tied up in unfinished investments amounted to 65,000
forints - more than the total investment expenditure for the year.10
. In October the. prime minister Fock' indicated that ‘investment

had gone up twice as fast as the ‘national budgel and the balance
of payments. Too frequently investments were being embarked
upon which were not feasible either technically or financially' 11
Reports have since revealed that last year imports grew at twice
the pace of exports, with imports- of plant and machinery
doubling. The overall investment rate was ten per cent higher than
planned.12 Meanwhile, only 11 out of 19 planned investment
projects had been completed.13 g
Faced with these difficulties, Hungary's leaders seem to have
little choice but to revert to old remedies - even if these are bound
to give rise to all the old side effects. Fock has announced that the -
reforms will continue - but with ‘closer control from the centse’.
In other words, .there will be partial moves back to the old
bureaucratically centralised system. The banks have been given
orders to give credits only to ‘uncompleted or top priority
investments’. At least two major inmtmcnt projects due for this
year will not now go ahead.
The immediate political comquences for Hungary of this state of
affairs are difficult to predict. Internally there are already reports
of some unrest, with clashes between demonstrators and police on
the streets of Budapest for the first time for 16 years. Economic
pressures seem to be affecting the country’s international stance as
well. Hungarisn ministers have let it be known that trade
negotiations with the Russians are not going too well. It seems that
Russia, which accounts for two thirds of Hungary's trade, is not
taking sufficient account of that country’s short term problems
or medium term needs. But it is too early yet to tell whether these
are portents of a major social and political crisis on the scale of
1956 or 1968. i
However, what is clear is that the balance sheet of Hungary’s
reforms is of enormous significance for the long term development
of the whole Stalinist world. It indicates the fallaciousness of the
belief that there is some magical property in the market
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mechanism which will enable the bureaucracy to turn to it,
belatedly, as a solution to its growing problems.

It does not require any great insight to see why the reforms solve
nothing. The roots of the contradictions which beset the
bureaucratically centralised economy lie in the drive to accumulate
means of production on a scale that bears no relation to the real
resources of society. But this drive is not the result of some
arbitrary whim of the central planner or of some deficiency in the
planning mechanism. It follows rather from the fact that the
bureaucracy exists as a ruling class trying to maintain and extend
its control in competition with other ruling classes internationally.
The rulers of the Russian bloc are driven to jack up production
because of their desire to defend their empire against the rulers of
other powers - America, and increasingly, China. It is an important
fact, even though it does not accord with the mythologies of many
-on the left, that there are now 44 Russian divisions on the Chinese
frontier, compared with only 31 in Europe. The arms race
necessitates an endless drive to accumulate at a speed not
determined by internal resources but by the international balance
of forces (in turn a reflection of the international level of
productive forces). That also explains why ‘priority projects’ are
so rarely in the consumer sector. They do not contribute to
increasing military potential.

The East European states have to bear an mcreasmg part of this
burden. Since 1949 they have faced an average annual rise in their
military expenditure of 7.5 per cent a year (compared with 4.1 per

cent for the USSR).14

In recent years such expenditure has further escalated, with a total
of 52 per cent increased military spending by Warsaw Pact
countries other than the Soviet Union between 1965 and 1970,
This figure ‘must explain at least some of the over-ambitious
investment projects and the stagnating or even falling living
standards workers have had to put up with. But in the case of the
East European states there is another factor also at work.

All of them are heavily dependent on foreign trade. And in
foreign markets even within the Soviet bloc, they have to compete
not only with western firms, but also with each other. There is
virtyally no trans-natxoml d:rectnon of the industries of Eastern
‘Europe. .

To survwe in such economlc compeution the rulers of these states
are subject to exactly the same compulsion as that which confronts
private capitalists in the west - aocumulate, accumulate, that is
Moses and all the prophets.” . -

It was precisely under. the classical market of the west that this
drive to accumulate periodically outstripped the resources to
sustain it profitably, plunging the economy into a slump.15
‘There is surely no reason to believe that the partial introduction
of market mechanisms into bureaucratically centralised economies
will end ' their propensity “to disproportionate and cyclical
.development.16 Only the establishment of an economny no
longer dominated by the exigencies of international competition
:can do that. And that requires first of all the destruction of the
nationat ‘bureaucratic ruling classes- as part of the process of
international revolution. No amount of reform is a substitute.

But- if . economic reform . does, not work, then the sorts of

convulsions_that have shaken Eastem Europe..in : the “past’ will -

inevitably recur in thc uture. They wnll afso jnucasmgly take their
okt tn Russid itself, a8 tbe Jigh gxowth nies nd the mbssive spare

labour and material resources that previously hid the extent ot
economic failings become a thing of the past. Whatever the
consequences for Hungary itself, the failure of reform indicates
that the time may not be far off when Moscow and Leningrad
experience their own 1956. Chris Harman
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