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INTRODUCTION

The purpose of this pamphlet is to make available a series of articles which were published during 1969-70 but are
now for the most part out of print. They form the basis of a debate between the International Marxist Group
{British Section of the Fourth International) and the International Socialism group, which was sparked off by a
review by Michael Kidron, a leading 1.S. theoretician, of Marxist Economic Theory by Ernest Mandel on the
occasion of its publication in English.

What at first appears to be an academic debate about the nature of the Soviet Union (whether it is "state capitalist’
as 1.S. sees it, or a “transitional economy’ as the Fourth International sees it) concerns in fact the very basis of
Marxist revolutionary theory and practice, covering all aspects of the policy of both groups. This includes the natur
of post-capitalist societies, the-understanding of the colonial revolution, the reasons for the long boom in the
advanced capitalist countries, indeed the very nature of the epoch of imperialism and the tasks of revolutionaries ir
building parties based on the working class.

This debate will only finally be settled in the arena of the actual class struggle, but essential in that struggle is a

continuous effort to overcome incorrect theories and elements of bourgeois ideology within the revolutionary
vanguard.
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1. The Social Character of the Soviet Economy

Ernest Mandel {Reprinted from Marxist Economic Theory, Merlin Press, 1968, pp560-363.)

On the basis of these facts it is possible to make an appreciation of
the character of the Soviet economy and its laws of development. Con-
trary to what is alleged by a number of sociologists who try to make
use of the Marxist method of dnalysis,¥ the Soviet economy does
not display any of the fundamenral aspects of capitalist economy. It
is only forms and superficial phenomena that can lead the observer
astray in secking to define the social character of this economy,

It is true that rapid industrialisation takes the form of a " primitive
accumulation” achieved by a forcible levy on consumption by the
workers and peasants, just as capitalist primitive accumulation was
based on an increase in the povertly of the people.® But, unless there is
a large-scale contribution from outside, no accelerated accumulation
can be carried out otherwise than by an increase in the social surplus
product not consumed by the producers, whatever the form of society
in which this happens. There is nothing specifically capitalist in that.

Capitalist accumulation is an sccumulation of capiral, that is, a
capitalisation of surplus value with as its aim the production of more
surplus value by this capital. Profit remains the purpose and driving
force of capitalist production. Soviet accumulation is an accumula-
tion of means of production as use-values. Profit is oeither the purpose
nor the chief driving force of production. It is merely an accessory
instrument in the hands of the state in order to facilitate fulfilment of
the plan and checking on how it is being carried out by cach enter-

prise.

Because capitalist production is produoction for profit It is essentially
production based on competition for conguest of markets. Even if
concentration of capital has reached its highest point and the
monopolies wield supreme power, competition continues in both old
forms and new. It is this competition that determines the anarchy of
capitalist production. Private decisions, taken independently of each
other, decide the amount and rate of growth of production and
accumulation. All “organisation” of capitalist economy is therchy
doomed to remain fragmentary and insufficient.

Soviet planning, in contrast to this, is real planning, insofar as the
totality of industrial means of production is in the hands of the state,
which can thus centrally decide the level and rate of growth of pro-
duction and accumulation. Elements of anarchy continue, it is true,
within the framework of this planning, but their role is precisely com-
parable to that of the elements of “planning” in the capitalist
economy: they modify but do not abolish the fundamental social
characteristics of the economny.

Capitalist economy, subject to the tyranny of profit, develops in
accordance with guite precise laws—tendency of the mte of profit to
fall; flow of capital into sectors with rates of profit higher than average;
concentration and centralisation of capital leading to the seeking of
monopoly super-profit, etc.—from which resull the particular features
of ils present-day phase. Soviet economy escapes completely from

1 See Ygael Gluckstein [Tony Clff], The Nature of Stalinist Russia; D. Dallin,
The Real Sovier Russia; Amedeo Bordiga, Dialogue with Stalin, etc.

*In & speech to the Central Commites of the C.PS.., Stulin declared in
1928 that industrialisation would impose a heavy tribute on the peasantry. This
speech was not published until 1949, in Volume X1 of his Works™ We deal
with the theoretical problems raised by this historical fact, and the limited
cffectivencss of this technique of industrialisation in Chapter 16, section on
“Sources of socialist accumulation™ and “Maximom and optimum rates of
mccumulation™,

these laws and particular features. Despite t..e immense territory open
to it in Asia, beyond its frontiers, it “exports” thither very little
“capital”, though the “rate of profit” is cerlainly higher in those
countries, owing 1o the lower “organic composition of capital” and

_the lower cost of labour {countries like China, North Korea, Outer

Mongolia, North Vietnam, etc.). Despite the huge accumulation of
“capital” in heavy industry, investments continue to go primarily inlo
this sector, instead of spilling over more and more into the marginal
sectors, as happens in capitalist economy in its declining phase. Arti-
‘ficial limitation of production, agricultural Malthusianism, suppression
of technical inventions, not to mention periodical crises of “‘over-
production™, partial stoppage of production, or even destruction of
part of production—all these phenomena which are characteristic of
capitalist ecconomy as a whole, including the economies of capitalist
countries less developed industrially than the USSR, (Japan, Ttaly,
Argentina, Brazil, etc.) are not to be found in Soviet economy, and this
has been so since 1927, that is, for a third of a century.

World capitalist economy forms a whole. Even countries which
are most autarkic in policy—Japan on the eve of the Second World
War, Nazi Germany, Italy in the period of the League of Nations
“sanctions”, elc.—are unable to exempt themselves from the general
conjuncture of the world capitalist market. The outbreak of the crisis
of 1929, and then that of 1938, left a deep mark on the economies
of all the capitalist countries, not excluding the “autarkic™ ones.

The Soviet economy, however, while retaining definite links with
world capitalist economy, is exempt from the fluctuations in the con-
juncture of world economy. Indeed, periods of most remarkable
advance by Soviet economy have coincided with periods of crisis,
depression or stagnation in world capitalist economy.

This being so, it is talking at cross purposes to declare that the
capitalist nature of Soviet economy is shown by ils competition with
the other great powers (U.S.A., Germany, Japan, etc.), “competilion”™
which primarily takes a military form. It is clear that any non-capitalist
economy established nowadays over a large part of the globe would
find itself in latent hostility with the surrounding capitalist world.
Geographical, military, economic and commercial necessities follow
automatically from such a situation. But this is not capitalist competi-
tion, which is competition for markets and profit; rather is it a *‘com-
petition™ which results precisely from the different social characters
of the UISS.R. and the capitalist world, which confront each other.

Similarly, it is erroneous Lo regard the Soviet economy merely as
the “culmination” of developmental tendencies which can be seen in
present-day capitalist economy: tendencies towards total monopolisa-
tion of industry; abolition of “‘classical” private property; merging
of the economy with the state, growing “state interference’ in the
economy, and so on. Actually, Soviel economy is the diglectical nepa-
tiom of these tendencies.® :

* Cf. Karl Marx speaks in Volume IT1 of Capital about joint-stock companies
which, in practice, involve the expropriation of small and medium capitalists.
and adds: “However, this expropriation appears within the capitafist system in
a contradictory form. as appropriation of social property by a few”. And again:
“The capitalist stock companies, as much as the co-operative factories, should
be considered as transitional forms from the capitalist mode of production to
the associated one, with the only distinction that the antagonism is resolved
negatively in the one and positively in the other™ ™



In present-day capitalist economy the “managed economy”, the
increasing fusion of state and economy, the occasional viclation of
sacrosanct privale property, all exist for the benefit of monopoly
capital, for the defence, protection and guaranteeing of its profits. The
merging of the state with the economy is at bottom nothing but the
total domination of the economy by the private monopolies, which
make use of the state machine. In the U.S.S.R., however, the state
management of the economy, the abolition of the right to private
ownership of the means of production, the fusion of economy and
state, have all taken place by way of the expropriation and destruction
of the bonrgeoisie as a class. Present-day capitalism is capitalism which
has carried to the furthest limit its own developmental tendencies.
Soviet society is the destruction, the negation, of the chief characteris-
tics of capitalist society.

Structural revolutions are always the best indices of the social
character of an economic system. The incorporation of the territory of
one capitalist country into another capitalist country is not accom-
panied by any revolution in social structure: the German occupation
of France and the occupation of Germany by the Americans, British
and French showed this quite clearly.

In contrast, the German occupation of the Western provinces of
the USS.R., end later the incorporation of the so-called **people’s
democracies” into the zone of Soviet influence, involved qualitative
structural changes. It is unnecessary 1o speak of the destruction of
capitalism in Eastern Europe; the facts are known to all. Less known
are the measures taken by the Nazi occupiers in the U.S.SR. to rein-
troduce private ownership of the means of production. The aluminium
works at Zaporozhe was seized by the Vereinigle Aluminiumwerke
trust,. Within the framework of the Berg und Hiittenwerke Ost
G.m.b.H., financed by the three biggest German banks, the Flick Kon-
zem took over, jointly with the Reichswerke Hermann Goering, the
steel works of the Donets Basin, under the title of Dnjepr Stahl
G.m.b.H. The Siegener Maschinenbau A.G. took over the Voroshilov
works at Dniepropetrovsk, the Krupp trust grabbed two factories at
Mariupol, two at Kramatorskaya and one at Dniepropetrovsk. Tt was
accorded the right to manage these enterprises and draw profit from
them, with complete ownership promised for after the end of the war *
In 1943 Krupp dismantled the entire electric steel works at Mariupol
and transported it to Breslau. The 1.G. Farben trust organised the
Chemie Gesellschaflt Ost GmbH. and the Stickstoff Ost A.G. in
Russia. In the daily newspaper Frankfurter Zeftung we find, within
a space of three days in May 1943, reporis of the establishment of
seven large-scale German private undertakings in the occupied areas
of Russia.**

The theories according to which the Soviet economy represents an
economy of a new type, neither capitalist nor socialist, a “managerial’
society (Burnham), a bureaucratic society (L. Laurat), bureaucratic
collectivism (Bruno Rizzi, Shachtman, etc), or a society run by a “new
class” (Milovan Dijilas) cannot be accepted cither. The supporters
of these theories rightly deny that the Soviet mode of production is
capitalist in character. But they do not grasp that what is non-socialist
in the USSR —extensive social inequality, bureaucratic privilege,
lack of self-determination for the producers, etc.—represents a product
of the country’s capitalist past and eapitafist environment,

They see these survivals as the rudiments of a future society. They
are unahle, however, to offer an exact characterisation of this society,
to define a particular dynamic for it, beyond uttering platitudes or
absurd allegations which are continually being contradicted by events.*
They cannot say what mode of production qualitatively different from
that of the US.S.R. would correspond to the era of transition from
capitalism to socialism.

In reality, Soviet economy embodies comtradiciory features, which
neither its apologists nor its vulgar critics have been able to bring
together into a comprehensive conception.

The apologists point to the absence of private ownership of the
means of production, the constant and rapid progress of the produc-
tive forcest and of the general level of technical skill and culture of
the population; all this does indeed prove that the USSR, is not a
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capitalist country. It remains nevertheless mistaken to draw the con-
clusion that the LLS.5.R. is already a socialist country, although classes
(the working class and the peasantry) continue to exist, with interests
which are antagonistic historically and sometimes even immediately,
although social inequality has much increased, and although the level
of development of the productive forces still remains below the level
reached by the most advanced capitalist country,

The advocates of the “state capitalism™ theory show correctly the
bourgeois character of the phenomena of inequality, of the norms of
payment for work that exist in the USSR, But they generalise false
when they describe the Soviet mode of production as being likewise
capitalist. The advocates of the theory of “‘bureaucratic collectivism™
show clearly the non-capitalist nature of the Soviel mode of produc-
tion. But they generalise falsely when they deny the basically bourgeois
nature of the norms of distribution. In fact, Soviet economy is marked
by the contradictory combination of a non-capitalist mode of produc-
tion and a still basically bourgecis mode of distribution®® Such a con-
tradictory combination points to an economic system which has
already gone bevond capitalism but which has not yet reached
socialism, a system which is passing through a period of transition be-
tween capitalism and socialism, during which, as Lenin already
showed. the economy inevitahly combines features of the past with
features of the future,™

* The noisiest of these allegations was that put forward by Bruno Rizzi and
taken up by James Burnham in The Managerial Revolution : the Soviet-German
allisnce was said (o be a stable alliance between two social systems of the same
kind. The Nazi attack on the USSR and the extremely clear-cut and savage
aspect of & siruggle between two different social systems which was assumed by
the war between the USSR, and Germany, showed the complete inanity of
this theory.

t A conference of American scholars, interpreting very critically the Soviet
statistical data, came to the conclusion that the rate of progress of industrial
production in the LLS.SR. has kept up since the first thrusts of rapid indus-
trinkisation, and considerably evceeds the rate of industrialisation of all the
other counities, including the U.S.A. in the period after the Civil War®
** Cf. Engels in Ani-Dahring: “Each new mode of production or form of
exchange is at first retarded not only by the old forms and the political nssocia-
tiong which correspond to these, but also by the old mode of distribution; it
can only secure the distribution which is essential to it in the course of a long
struggle™, Cf. also Marx, in Critigue of the Gotha Programme: “What we
have to deal with here is a communist society, not as it has developed om its
own foundations, but, on the contrary, just as it cmerpes from capitnlist
sociely . . . Hence, equal right here is still in principle—bourgeois right . .

t CErMarx: “Within the co-operative society based on common ownership of
the means of production, the producers do not exchange their products; just as
fittle does the labour employved on the products appesr here ar the value of these
products . . . since now, in contrast to capitalist society, individual labour no
longer exisis in an indirect fashion but dircctly 08 o component of the total
labour.™ And Engels: “The scizure of the means of production by society
puts an end o commodity production . . . From the moment when society
enters into rm-exsi:an of the means of production and uses them in direct
association for production, the labour of each individual, however varied its
specifically useful character may be, is immediately and directly social labour.™

46. Swlin: 9th July, 1928, “Industrialisation and the Grain Problem™, (Warks,
English edition, Vol XI, p. 167).

47, Marx: Dar Kapital, Vol. 111, FLPH edition, pp. 430, 431,

48 Nuremberg Trials, Vol. VI, pp. 19, 699,

49, Frankfurter Zeitung, 8th and 11th May, 1943,

50. Bergson: Sovier Economic Growth, pp. 11, 46-48, 77.

51. Engels: -Dighring, 1934 English i 3 . .
:hﬁ:ﬁjmm edition, :vi.u;ﬂf.illj.‘ M O

3L A Yugov: Russic's Economic Front for War and Peoce, p 261,

33 Marx: Critigue of the Gotha Pregramme, FLPH edition, p. 20.

54. Engels: Anii-Dikring, 1934, English edition, pp. 311, 339,




2. Maginot Marxism: Mandel’s Economics

Michael Kidron¢ Reprinted from International Socialism, April/May 1969, pp33-36.)

Mandel's Economics' is a Marxist failure. It is unsure of the
central capitalist dynamic. It evades the essentials of the system
as it operates today. It is more concerned with defending Marx’s
categories of analysis than with applying them. In consequence, it
does little damage to the system intellectually or, by derivation,
in practice.

1. The central dynamic

If capitalism is peculiar among class societies, it is not because a
surplus product is systematically pumped from the mass of
producers — this happens in any class sociely — nor because a
small section of society, the ruling class — organizes that pumping
and benefits from it — that too happens in any class society — but
because there is no central, public arrangement to ensure that the
process will go on in an orderly, continuous and predictable way.
Key choices about the deployment of resources are left to
individual capitals, big and small, public and private.

Within nation states the doctrine of ultra vires holds, permitting
individual capitals to do anything not expressly forbidden by laws
whose scope and content they themselves determine to a large
extent. Beyond, in the world shared between naticnal capitals or
the states with which they are more or less identified, positive
constraints scarcely exist. Not even the largest state is coextensive
with the system, so there are no overriding institutions that can
make binding decisions for it. Yet a sort of order emerges from
the chaos.

That it does so is because the behaviour of individual capitals is
narrowly determined by the competition between them. Simply
in order to exist over any length of time each capital must grow
as fast as it possibly can, by reinvesting the major part of its share
of surplusvalue (accumulation) or by absorbing and taking over
other, less successful capitals (concentration), or by doing both.
If an individual capital did not grow, it would ultimately be
unable to afford the rationalization and innovation with which to
meet those that did, or unable to ride as successfully the sudden
changes in market conditions which are part of the system. For
an individual capital growth is the ultimate compulsion.

Growth does not come about automatically. Since capital is not
being but a systematic relationship between beings, somebody has
to decide to make growth happen, to devote the freely-disposable
resources as they become available to investment rather than
consumption, That somebody, whether an individual or a group,
must be able to measure its performance against very clear
eriteria. It must also be very strongly motivated to make the right
decisions, for primordial Adam has still not been gorged, not even
by affluent late capitalism.

The precise forms these criteria and incentives take are
unimportant. Historically the former have been as different as the
amount of money profits and the volume of gross physical
output; and the latter as different as material privilege or superior
status at one end of the spectrum, and material loss or physical

punishment at the other. What is important is that the criteria
measure consistently the contribution of an individual, or
group’s, decisions to the growth of any single capital; and that the
incentives elicit as consistently the decisions that promote such
growth.

This distinction between the behaviour of capital and the social
and psychological mechanisms which ensure that behaviour,
between the rules and the players of the game as it were, is
obscured. It is nonetheless real, and of prime importance
analytically. For the behaviour of capital — its blind unconcerted
compulsion to grow — derives directly from the central
peculiarity of the system — its fragmentation into more or less
autonomous competing units — while the mechanisms whereby
the ruling class organizes itself to promote that behaviour do not.
These are common to all class societies.

The distinction does not exist for Mandel. On one page he
concedes ‘the accumulation of capital’ as ‘the great driving force
of capitalist society’?. On, ‘another it is ‘the capitalists’ thirst for
profit’®; and on yet another money is ‘the initial and final form
of capital, towards which the whole of economic activity is
directed™.

2. The essential model

The primacy of growth is essential to Marx’s model of the system
at work. Each capital is driven to jack up productivity by
coupling its workers with more, and more costly, machinery,
while simultaneously trying to hold down wages. As this
rationalization spreads, labour power becomes a smaller
component of total capital (the ‘organic composition of capital’
rises) and smaller even in absolute terms (the ‘reserve army of
labour® grows); the value added in production and surplus value
become smaller in relation to total investment; and so the average
rate of profit falls. Booms become progressively less profitable
and shorter; slumps more lasting and severe. Stagnation threatens
and the system becomes increasingly restrictive.

The model is a closed system, in which all output flows back as
inputs in the form of investment goods or of wage goods. There
are no leaks.

Yet in principle a leak could insulate the compulsion to grow
from its most important consequences. If “labour-intensive’ goods
were systematically drawn off, the overall organic composition of
capital would rise faster than in a closed system. However, if
‘capital-intensive’ goods were drawn off, the rise would be slower
and — depending on the volume and composition of the leak —
could even stop or be reversed. In such a case there would be no
decline in the average rate of profit, no reason to expect
increasingly severe slumps, and so on.

Capitalism has never formed a closed system in practice. Wars and
slumps have destroyed immense quantities of output. Capital
exports have diverted and frozen other quantities for long
stretches of time.
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A lot has, since World War 11, filtered out in the production of
arms. Each of these leaks has acted to slow the rise in the overall
organic compczition and the fall in the rate of profit. But since
their size and composition have been spontanecusly arrived at
and not tailored to attaining these results their impact at any
given time has been unpredictable except in broadest outline,

3. The historical perspective

Arms production has clearly provided the largest and most
effective normal drain since the second world war. Being a
capital-intensive” drain it will have had a restraining effect on the
tendency of the organic composition to rise. Without separating
out the organic composition of the arms-producing industries and
firms from that of the non-arms-producing ones and then carrying
the exercise through all the backward linkages to their suppliers,
their suppliers’ suppliers and so on — an exercise which has yet to
be undertaken — there is no way of measuring the effect directly,
but it must have been considerable. For the expected immediate:
consequence of a rising organic composition, namely a fall in the
average rate of profit, has not occurred. If United States figures
are any guide, the rate of profit has kept more or less level for the
entire post-war period, as the accompanying table shows.

US: Corporate Profits Before Tax and Net Working Capital,

1948-1967 % billion
Met working
Year Pre-tax profits capital Profit rate
1948 32.7 GE.6 417
1949 26.2 724 36.2
1950 40.0 8l.6 49.0
1951 4]1.2 B6.5 47.6
1952 359 90.1 398
1953 37.0 91.8 40.3
1954 33.2 95.0 349
1955 44.9 102.9 43.6
1956 44.7 107.4 41.6
1957 43.2 111.6 38.7
1958 374 118.7 5
1959 47.7 124.2 384
1960 443 128.6 34.4
1961 50.3 148.8 338
1962 554 155.6 356
1963 594 163.5 363
1964 66.8 170.0 393
1965 77.8 180.1 43.2
1966 B5.6 189.4 45.2
1967 81.6 200.1 40.8

From Federal Reserve Bulletin, relevant years.

There having been no long-term slide in profit rates, there has also
not been a series of ever-deepening slumps or signs of growing
restrictiveness. In fact output has seldom fallen from one year to
the next since the war and then never by more than 2 per cent,
and the tendency throughout the system has been generally away
from inconvertibility, tariff barriers, resale price maintenance and
0 on. Nor has there been a steady increase in unemployment.
Despite the evidence that has accumulated this last year or so of
growing instability, the system has been kept open.

Mandel will have none of this. He does not so much as hint at the
stringency of.Marx’s assumptions or at the extreme abstraction
and simplicity of Capital”s theoretical construct. Marx said,
therefore it must be. Models tumn into the real thing; and the real
thing becomes as simple as the model.

Page 4

We are told, quite nghtly, that ‘increasing organic composition of
capital . . .is the basic tendency of the capitalist mode of
pm-dm:‘lj.nn’s. But then tendency is assumed to be fact and the
next tendency in Marx's logical sequence — that of the average
rate of profit to fall — is quickly tagged on as fact too: one table
shows it to have dropped by two-fifths between 1889 and 1919%;
another that net accumulation of capital fell catastrophically
between the 1860s and the 1930s’; and two others that,
depreciation has claimed more and more of gross output between
the 1880s and the 1920s and between the 1880s and the 1940s
(to 1948).° Since nothing beyond the forties could sustain
Mandel’s thesis, the facts are suspended then.

On to ‘the inevitable slump’. Since the key fact here — the
mildness of post-war récessions — is too public and obtrusive to
be suppressed, it is conceded and even explained®. But,
incredibly, it is not allowed to affect the larger analysis: the
elusive inevitability is still announced at regular intervals'®;
slumps still punctuate a trend towards stagnation'!. The
uncomfortable fact is, attached, not incororated.

The same is true of the drive to restrictiveness, immobility and
decay. One by one they come: the ‘absence of fresh fields for
investment™ ? (as if interest rates were not constantly pressing
upwards to attract scarce money capital, or were not now at a
historically high level); the decline in trade relative to
production'? (as if trade in manufactures has not gone up at
twice the rate of output since 1948)'%; the growth in the rentier
class'® (as if it has not been nearly euthanased since World War 11
by the combination of high profit retentions and high personal
taxation); the march of cartellization in Britain'® (as if
competition for and from world markets were not increasing, or
Resale Price Maintenance were still with us), There is even the
quaint assertion, based on a crude misunderstanding of what
insurance is about, that “the chiel preoccupation (of the capitalist
regime) has become security, that is, conservation, and is no
longer expansion’! 7.

But since this sort of statement and others about ‘monopoly
capitalism’ limiting and fettering ‘the development of the pro-
ductive forces' look hairless even to Mandel, we are given a sop: it
‘does not mean that world production, or even that of the leading
countries, sinks into stagnation; but it falls even further short of
the possibilities offered by modemn techniques™.

But once again, the admission is not allowed to affect the argu-
ment. The magpie goes gathering on, and we are left wondering
what to make of non-stagnating stagnation, shumpless slumps and
similar Mandelania.

4. State Capitalism
Nothing in Stalinist (including post-Stalin) Russia defies analysis
in terms of Marx’s model. The process of pumping our surpluses
from the mass of producers is as vulnerable in Russia to wild and
random encroachments from other capitals as it is anywhere else,
The people, that organize and benefit from it, are under as op-
{fressive a compulsion to fast economic growth as is any similarly
placed class elsewhere. They need to be as clearly motivated to
ensure growth as their counterparts abroad; and if their criterion
of success has been the volume of gross physical output rather
than money profits, the distinction is one of detail not essence —
output has served the bureaucracy perfectly well as a success
indicator, at least until very recently.
Some of these signals do get through. Mandel does concede that
the deployment of resources in Russia is determined by its com-
petitive relations with the outside world. As he puts it:
International competition with capitalist economy also
necessitated an  increased shift of emphasis to the quality




of products, the productivity of labour and the ration-
alization of investment, the volume of which moreover
necessitated the maintenance of a high rate of growth even
on the purely quantitative plane.' *
He even recognizes that with an ‘excessive rate of accumulation’
“the I.--'u:mu.h'.'ml:gr becomes the regulator and chief (sic) director of
accumulation™?, that the ‘central political, economic and
military administration’ has exclusive ‘controlling power over the
social surplus product’?!, and that the ‘Soviet leaders’ “delib-
erately chose to base themselves on the interests of privileged
minorities rather than those of the mass of the workers, in order

to give the necessary impetus to industrialization’.**

Typically, none of this means anything in terms of the analysis as

a whole. Within fourteen pages of reading that ‘international
competition’  determines the ‘emphasis . . . on
rate  of

quﬂjty...pmltucth*ity...ﬁﬁonaﬁzatiun.. . high
growth’, determines in other words the content of the Plans, we
are told that on the contrary, ‘Soviet planning...is real
planning, insofar as the totality of industrial means of production
is in the hands of the state, which can thus centrally decide the
level and rate of growth of production and accumulation.?? In
even less space we make the transition from a bureaucracy
organized as ‘regulator and . . . director of accumulation’, which
is nothing if not a productive role, to a bureaucracy whose key
characteristic is ‘bourgeois norms of distribution’.

Part of this sloppiness derives from Mandel’s original confusion

‘transitional’ society. neither capitalist nor yet socialist, a ‘contra-
dictory combination of a non-capitalist mode of production and a
still basically bourgeois mode of distribution™*

Russia is not capitalist, he writes, because the bureaucrat is not
*subject to the tyranny of profit's,25 {true, the tyranny is of plan
fulfilment): because there is no tendency for the rate of profit to
fall {untrue, the tendency is there but checked as in the West);
hecause there is no internal competition nor unimpeded opera-
tion of the law of value (true, nor is there = by definition —
within any single capital); no flow of capital from low-product-
ivity to high-productivity sectors (untrue, how else do the
planners ensure growth ); little exporting of capital to backward
countries (true, but there is little of that from the West too); no
overproduction (untrue, Mandel himself draws attention to the
hillions of rubles of unsold retail stocks of unwanted, socially
unnecessary consumer goods’®); no bourgeoisie (true, but a
burcaucracy with ~ remember — ‘controlling power over the
social surplus product ') no free contractural relations between
enterprises  controlling power over the social surplus product’);
no free contractural rélations between enterprises (less true as
eccomomic reform embraces a growing part of industry); no crisis
{truc, but ot highly significant given the situation in the West).
And so on,

But Russia s not socialist either: there is ‘extensive social-
inequality. hurcaucratic privilege, lack of self-determination for
the producers. ete.®” For, you see, ‘the Bolshevik Party did
not undersiand in good time the seriousness of this problem
{of bureaucratic management), despite the many warnings
sounded by Lenim and by the Left Uppnsinun"!’

So Russia s transitional. But what is a transitional sociely in
Mandel’s context other than a verbal convenience? Is such a form
pussible beiween capitalism and socialism? True. there have been
trnsitions]  socicties i the past. For centuries after the
. Renaissance individual capitals were growing within feudal
society. gathering  economic  pewer, weakening the host,
becoming more able and willing to seize political power. They

about capitalism. Part from his determination 1o cast Russiaasa -

could do so because the dynamic of capitalism — accumulation -
does not and never did require centralized control over the whole
of society in order to function. Il is a dynamic that operales
within autonomous units, small or large, and for that reason it
could coexist with the localism, the (traditionalism and
subsistence-orientation of feudalism. :
Butl socialism is a total system. It cannot grow piccemeal within
the interstices of a capitalist society. How does workers’ control
of production coexist with control by a ruling class when the
means of production in dispute are one and the same? How does
self-determination and consumer sovercignty (‘production for
use’) coexist with the external compulsion afnd  blind
accumulation that results from capitalist dispersal? There may be
room for transitional forms in distribution, but at the level of
production and control over production the only possible
transilion is a sudden, revolutionary one.

5. The politics of confusion

It is useless to look for independent or critical thinking in
Mandel. Nowhere in the two volumes is there a sense of fresh
exploration or the feel that capitalism is posing old problems in
new ways, and that the explanations need to be worked afresh

out of the loose body of analysis written in the Marxist tradition.
On the contrary, doctrine is first, its use secondary: ‘we seek to
show', he announces in his Introduction, ‘that it is possible, on
the basis of the scientific data of contemporary science, (o
reconstitute the whole economic system of Karl Marx'??. And in
his final chapter we find him still waving the truncheons of
uncritical  ‘orthodoxy: Marxism  rejects...it  readily
admits . . . Marxism explains’*®.

Here at least Mandel is consistent. In the defense of othodoxy the
medium becomes the message. Since facts are to be paraded as so
many defense witnesses rather than used to explain what 15
actually happening, only the most docile, old and used ones are
selected. Since precision might entail a critical inspection of the
doctrine, it is drowned in irrelevant ‘detail. And since there are
other Marxists who do better as critics of the system, because
they think rather than intone, they are swepl under the text into
a footnote and their ideas passed over”".

Vagueness and sloppiness swamp everything: parallel to that
bureaucracy which is only the chief (sic) director of
accumulation’ there is a working class whose ‘conquest of power’
and whose ‘socialization of the major means of production and
exchange . . . fail of their purpose to some extent (sic) if they are
not accompanied by radical changes in the atmosphere (sic) in the
enterprise?, Crude philosophical idealism suffuses every
thought, whether it is about the individual unconscious still
harbouring ‘echoes from the primitive communist past’ of 7,000
years ago, or about the amazing triumph of disembodied Marxist
theory ‘capable of inspiring, and not unsuccessfully, the
economic policy of states both large and small?,

Behind it all lies a confusion between social power and its
packaging, between control and its forms. It is a congenial
confusion for Mandel because it allows him 1o practise his unique
fugitive accent — the easy shift from urban workers, to “third
world” peasants, to students as the revolutionary focus; the rapid
transitions from reforms to ‘structural reforms’ to direct action as
the current tactic; the indiscriminate loving-up to the only
fixtures in his political world — the dissident and not so dissident
bureaucracies of both Social-Democracy and Stalinism.

In the realm of theory it places him plumb in the centre of “the
school of *“vulgar” economics — a school characterized by the
abandonment of all attempts to systematize and synethesize™
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32.
33,
34,

: ist Economic Theory, transkitcd from. the

il-.-il:j mmdli:ianuaﬂgnx. London: Mg:irin Press, 1968, two
volumes 4 gns
ibid, p 706 (cmphasis in the ociginal),
‘the totality of production . .. is urged onward only by the
capitalists’ thirst lor profit. The pnvate form of appropriation
makes profit the only aim and drving force of production’ (p
171); Profit remains the purpose and driving force of capitalist
production’ (p 561); and so on.

ibid, pp 568-9

ibid, p 166

ibid,

ibid,

ibid, p 167

ibid, pp 529-34

See pages 168, 171, 346, 4137, 529 for a fair sample.,

ibid, p 531

ibid, pp 511, 520-1

ibid, pp 488, 489

Alired Matzels, Industrial Growth and World Trade, Cambridge
University Press, 1963, p BO

Mandel, op cit, pp 436-7

ibid, p 492

ibid, p 516

ibid, pp 437, 437n

ibid, p 575

ibid, p 584

ibid, p 631

ibid, p 592

ibid, p 561

ibid, p 565

ibid, p 561

ibid, pp §71-2

ibid, p 564

ibid, pp 372-3

ibid, p 17

ibid, p 726 :

Three out of a ‘number of sociologists (sic!) who to malke
use of the Marxist method of analysis’ are mentio by name
in a footnote to ‘The Social Character of the Soviet Economy”,
a key -section (p 560). The one whose ideas on the subject are
most developed and who has succedded in implanting them in
an active, revolutionary ofganisation — Tony ClHff — is not
mentioned in the extensive Bibliography nor referred to in the
Index. The one whose ideas ame of an ecarlier vintage and less
commanding, but who can still claim something of an organised
following in Italy — Amedeo Bordiga — makes the Index but
not the Bibliography. And the third - D. Dallin — with few,
and reactionary, ideas and no following — makes both.

ibid. p 643

ibid, p 13
ibid, p 707
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3. The Inconsistencies of State
Capitali Ernest Mandel

( Reprinted from The Inconsistencies of State Capitalism, /MG Publications, [969.)

Michael Kidron’s “Maginot Marxism™' cannot be considered a serious
criticism of “Marxist Economic Theory”. It takes up only three chapters out
of eighteen and even these in an unsystematic and haphazard manner. It does
not try to understand, let alone refute, the internal logic of the book, or any
of the contributions it makes to the development of marxist theory. Never-
theless it denies that any such contributions are contained in the book at all.
But if it does not represent a serious critique of contemporary marxist econo-
mic theory, it strikingly reveals most of the contradictions into which adherents
of the theory of “state capitalism” enmesh themselves, when they have to tackle
problems of economic analysis on a larger historic scale. A discussion of
Kidron's article is therefore useful, less as an “anticritique” than as a starting
platform for a critique of the “state capitalist” theory.

“The Central Capitalist Dynamic”

Kidron starts out with an amazing accusation: Marxist Economic Theory is “unsure of the
central capitalist dynamic”. This would be indeed an unforgivable sin for a marxist, because “the
central capitalist dynamic™ is precisely what marxist economic theory is about.

So in order to teach us a lesson, Kidron starts explaining what this “central capitalist dynamic”
is in his opinion. First he says that what is peculiar to capitalism, among class societies, is the fact
that “there is no central, public arrangement to ensure that the process (of pumping a surplus product
systematically from the mass of producers) will go on in an orderly, continuous and predictable way.
Key choices about the deployment of resources are left to individual capitals, big and small, public
and private”. Then he continues to say that under capitalism “growth is the ultumate compulsion,”
“the primacy of growth is essential to Marx’s model of the system at work".

Unfortunately for Kidron, both “definitions” of the “central capitalist dynamic” get him
immediately into trouble if considered in the light of economic history. ln most class societies, there
is no “central sublic arrangement” to ensure that the process of accumulation goes on “in an orderly,
continuous and predictable way”. On each medieval demesne, it is true, a serf was forced to deliver
say half of his output to the noble lord. But what was sowed and reaped on each demesne, what (if
any) surplus was left over after the lord’s consumption needs were covered, how much local, regional,
national or international trade was made possible as a result of this surplus, how much (it any)
development of productive technique took place, was not mﬁij not “ensured” in an “orderly,
continuous and predictable way” but was even much more disorderly, discontinuous and unpredictable
than under capitalism. To think that Alexander the Great (slave society), the Emperor of China
(Asian mode of production) or Charlemagne (feudalism) were in possession of some mysterious
“central, public arrangement” to ensure that the process of surplus product extraction went on in an
“orderly, continuous and predictable way” in the societies they dominated, is a complete misreading
of history. In fact, under precapitalist class society, interruptions in this process were much more
numerous and much more disastrous for all involved than under capitalism (one has to think only of
the regular recurrence of famines).

With his second definition, Kidron has no more luck than with his first one. The “primacy of
growth” is not only true for capitalism; it is true for several other historic formations. The transition
trom dry to large scale irrigated agriculture, sometime between the 35th and the 30th century B.C.,
triggered off a tremendous process of growth which led us in the course of no more than 400 years
from small isolated villages to large cilies, extended international trade and the building of empires.
The victory of the socialist world revolution tomorrow will also trigger off tremendous economip
growth (and, perish the thought, even large-scale “accumulation”), unless of course we conceive of
a world socialism with two-thirds of mankind condemned to the miserable standard of living they
are “enjoying” to-day.
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So the very charge raised by Kidron against us boomerangs against him with a loud bang,
right at the outset of his article. It is Kidron who quite plainly shows himself unable to define the
specific characteristic of the capitalist mode of production. It is Kidron who is unable to define any
“central dynamic” of capitalism which sets it apart from all other social formations in the history of
mankind. And this is all the mere amazing, because “Capital,” and all Marx’s economic writings,
are built upon precisely that differentia specifica which, in all modesty, we claim to have fully
understood and made the cornerstone of Marxist Economic T heory as well.

1t is sufficicnt to open “Capital” und to read chapter | of the first vok to undersiand what
constitutes this “central dynamic” of the capitalist mode of production. Capitalism is the only form
of class society in which conunodicy production becomes generalized, in which all clements of
production (land, labour power, labour instruments, etc.) become commaodities’. Generalization of
commodity production creates a constantly growing but also constantly uncertain and changing
anonymous market, and this implics in lwn universal competition. It is this universal competition
between separate capitals (owned by scparale capitahists) which is the main driving force for the
accumulation of capital, the only means to systematically reduce production costs, because any
individual capitalist who stays behind in this race will be pushed out of the market through being
forced to sell at a loss (or at o small a profin). Capitalism is therefore a mode of production_in
which the generalization of commudity production unleashes a historic process of accumulation of
“capital, Which is_in_turn_a_consianf (be it discontinuous) growth—of commadiy_production, of
“production of exchaiige valies and reinvestment of surplus-vatue: —— T i= Tane
= Starting from this definition we can easily distingwsh capitalism from previous class societies
“with no central arrangement lo ensuie that the process will go in an orderly, continuous and
predictable way,” as well as from other socicties where there is a ~ pnimacy of growth”. Capitalism is
the only society in which cconomic growth takes the form of a general growth of commodiy
production, whereas economic growth i the period in which irrigation agriculture became generalizea,
was essentially growth in the output of usc-values (as it will bz under socialism). Disorders, dis-
continuity in accumulation, and unpredictable developments in pre-capitalist class societies arose
essentially from sudden decline in production, 1.e._underproduction of use-valtes (famine, epidemies,
population decline, decreasing ferulity of the soil, wars, eic.); whereas disorders, discontinuity m
accumulation and unpredictuble developments under capilalism arise from averproduction of
exchange-values, i-e. from the contradictions of commeodity production (which most of the time are
caused not by a decline but by an increase in the production of use-values).

Competition, economic compulsion and *'psychological mechanisms™

I is true that Kidron uses, in passing, the concept of “competition” which would normally
imply the notion of commodity production. He writes: ™ 1he behaviour of individual capitals 15
narrowly determined by the competition between them . . . Ui an individual capital did not grow, it
would ultimately b¢ unable to atford the rationalization and innovation with which to meet those
that did, or unable to ride as successtully the sudden changes in market conditions which are part ot
the system. For an individual capital growth is the ulumate compulsion™ (p. 33). We fully agree witn
this description. But a moment's thought will show that this is true only 1t one assumes a generaliza-
tion of commeodity production and competition between indivdual owners and sellers of commodities’.

“Competiion” between ditterent teudal landowners for the occupation of “land without a
master” or the submission of free peasants, “compelition” bzlween Rome and Carthage; “competi-
fion” even between merchant citics (e.g. between Venice and Byzantium, or between tne Dutch and
the Hansa towns) does not lead to the results which Kidron just described. Under such conditions,
the failure to “accumulate capital” docs not make a feudal aemesne “unable 1o ride as successfully
the sudden changes in market conditios which are part of the systefn”, precisely because sudden
changes in market conditions are not “part of the system”, as long as the means ot production have
not become commodities and are not submitted therefore to constant and unpredictable technological
changes. Lack of growth of merchant capital is no barrier to success, when supply as well as demand
are more or less naprowly limited, - a result of limited markets, traditional tecnniques, and relatively
stagnant output. Under such conditions, “competition” does not lead to productive reinvestment ol

capital, and especially not to its reinvestment in industry. Accumulation of capital takes the form of
hoarding, of usuty capital, of buying up of land. 2

i So the rafionale of capitalism can be understood only under conditions of constanily expanding

commodity production, of a constantly expanding and insecure market, and of firms, or producing
units, facing that anonymous market independently from each other and competing for larger and
more profitable shares of the market. 1f one abandons that specific form of competition—capitalist
competition, that is—then any rational explanation of the drive to accumulate becomes impossible,
and we are left with mystifying tautological formulas like “capital must accumulate because it is its
function to accumulate”, or “the bureaucracy is the personification of capital in its purest form".
But if we assume generalized and constantly expanding commodity production, we assume also the
absolute need to realize the exchange-values of these commodities, in order to accumulate capital.
It is the specific nature of commodity production that a ship full of shoes.cannot be transformed
into additional machinery, additiona! quantities of leather, and wages for additional manpower, if
it is not sold, i.e., transformed into money. Innumerable capitalists have suffered a fate worse than
death because they hap to forger that simsﬁituu rule which Kidron, curiously enough, seems
to consider a special cracy of Mandel's. use capital is tied to commodity production, and

Page &

B ey




to commodity production only, because no capitalist production is possible on the basis of producing
use-values. Money is indeed the initial and final form of capital, towards which the whole of economic
activity is dim:t:cz And for that same reason, capital accumulation, the final money form of capital,
and the capitalists’ thirst for profit, far from being distinctive from each other—the one “‘behavjour
of capital”, and the other “social and psychological mechanisms which ensure that behaviour"—
are just different synonymous expressions of the same basic economic compulsion, determined by the
structure of capitalist society.

There cannot be the slightest doubt that Marx understood the working of capital exactly in
this way, and in this way only!. For Marx, “capital” could only exist in the form of different
capitals®; otherwise, there was no more compulsion to accumulate. Consequently, capital could only
exist in the form of “different capitalists™, i.e., a social class constituted so that each part of it was,
by compelling economic interest, tied to the survival of “its” own unit of production or circulation.
Consequently, the “thirst for profit” of each part of that class, and the “drive to capital accumula-
tion”, are identical, the second one being only realizable through the first (the attempt at profit
maximijsation of each unit or firm).

For Marx capital implies commodity production, i.c., the need to sell commoditics before one

can reconstitute and expand capital. “Returning to the money form of capital”, “thirst of profit” (i.e.,
drive to profit maximisation) and compulsion to accumulate capital are therefore exactly identical
-expressions, which uncover the basic tissue of capitalist society and capitalist mode of production:
a dialectical unity between a class structure (based upon the interests of the ruling class), a specific
mode of production (generalized commadity production, which, be it repeated again, implies that
labour power has become a commodity, which implies therefore the existence of a proletarian class,
forced to sell its labour power), and a specific set of laws of motion resulting from them (capiral
' accumidation and its contradictions, among them, of course, the class struggle).

Kidron’s attempt to unravel this tissue is based on semantic misunderstandings, which
ultimately reflect lack of clarity of what capitalism really means. To say that the capitalists’ “thirst
for profit” (or the firm’s tendency to profit maximisation) is a “social and psychological mechanism™
through which the behaviour of a mythical abstraction called “capital”, divorced from social classes,
15 assured, and that these “mechanisms™ are common to all class societies, is commitling a gross
confusion between individual psychological motivations—on which much discussion is possible—and
economic compulsions, to which social classes are ruthlessly submitted in a given social framework
(under the impact of a given mode of production). The capitalists’ “thirst for profit” is not a matter
of individual psychological motivation at all; it is an economic compulsion, as Kidron should infer
from his own description of capitalist competition. And it is just not true that this “thirst for profit” is
“common to all class societies”. On the contrary, all class sccieties in which the sccial surplus preduct
took essentially the form of use-values produced ruling classes which had no “thirst for profit”
whatsoever, but only “thirst” for luxury consumption, and which went so far as to systematically
destroy the very sources of “profit” (i.e. of eapital accumulation) in their thirst for consumption.

According to Kidron, Mandel confuses “social control” and its “form™. This argument is
especially unfortunate, because Marx himself made explicitly the point that it is precisely the specific
form of the social surplus product which implies the dynamic of the system®. Kidron seems to be
under the impression that if precapitalist class societies did not know the kind of growth which
capitalism witnesses, it was because the ruling classes had “everything under control”, We weie
‘then presumably living under “economic law and order”. The truth is of course quite different.
Precapitalist ruling classes had no economic compulsion to capital accumulation because the form
of the social surplus product was essentially that of use-values, and unlimited accumulation of use-
values is economicaly irrational and meaningless: the limit to economic growth was more or less
given by the limit of luxury consumption of the ruling class and its retainers (including of course
comspicuous consumption, vide: the pyramids).

Acceleration of economic growth could start on a tremendous scale only when the social
surplus product took the form of money, which could be used not only to acquire consumer goods,
but also to buy land, means of production and labour power, and when the generalization of
commodity production, the creation of an expanding market, and the appearance on this market of
independent producers and sellers of commodities, made it not only profitable but indispensable to
reinvest money in expanding production. It is this ecomomic compulsion for a social class to
productive accurmulation of the social surplus product—which was only possible because this surplus
fmdul:t had taken the form of money, had become surplus value—which created capitalism. And
or marxists, the tremendous revolutions involved in these transformations are inconceivable without
a social class whose interests must be scrved—and indeed were served—through them; because for
marxists, unlike for vulgar “cconomic determinists”, no economic transformations are possible
without social forces imposing them, and no social forces impose such transformations if these are

'against their basic economic interests.

That's what Marx taught about capital, capitalism, the capitalist class (and incidentally, more
generally about historical materialism. That's what we tried to illustrate, with new empirical data,
and at least in the historical parts of Marxist Economic Theory, in a more extended way than Marx
had found time to do. We don't say of course: this is true, because Marx said so. We only say: Marx
m:ﬁ this. Kidron can either claim to approve Marx’s analysis of capital—and then he has

w his clumsy criticism of our dealing with the “central dynamic™ of the system. Or he
wmmdﬂknpm-butmmh:mmmmeupm:nml is which covers

history of capital, from its inception till to-day, and which distinguishes this system
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all other modes of production, either previous or ulterior, and that he hasn't done so far. Perhaps
he is, after all, afraid that he will look a bit silly pretending 10 know better than Marx what is the
real essence of “Capital” . . .

The Laws of Motion of Capitalism and the “Pure Model”

This is all the more important as Marx himself has clearly defined what method he used
in his analysis of capitalism. In his preface to the second edition of “Capital™, be guotes approvingly
an article in a Russian magazine which states that the scientific value of his ana lysis lies “in the
unveiling of the particular laws which regulate the origins, existence, development and death of a
given social organism, and its replacement by another and higher one™. Marx adds 1o this quotation
that the author of that magazine anticle has most correctly (“treffend") defined his method, which is
the dialectical one.

This means that no understanding of capitalism is possible without the understanding of
general laws of motion which cxplain both its ongins, its development through its successive stages,
and its final and inevitable decline and fall. To say, as all “fashionable™ protessors of economics do
to-day, that Marx discovered laws of motion which were correct “only for 19th century capitalism”,
but that they don't apply any more to-day, means to say that Marx was completely wrong. His
ambition was not at all to analyse and given limited period of the history of capital; his ambition
was to explain its whole history, from its beginning to its death.

Kidron, under the obvious influence of “fashionable” (i.c. bourgeois) cconomics, moves
around this hot stew, quite unsure of himself, and does not dare cither to eat or 1o refuse it. The
“solution” with which he comes up is that in Marx’s “pure” system, the laws of motion apply, bui
that real life is quite different from this “pure” system, and in real life Marx's laws of motion do not
apply “completely™ (or even not at all, which is at least implied in some of Kidron's remarkable
statements about contemporary capitalism).

Let us first state that Kidron's way of summarizing the laws of motion of capitalism contains
several “classical” oversimplifications, l[ashionable in academic circles and in the Kautsky-school
of vulgarized marxism; this is no accident, as we shall presently note. Kidron will have a hard time
finding any evidence in Marx's “Capital” that there is a tendency for labour power to decline in
absolute terms under capitalism; that “booms become progressively less profitable and shorter:
slumps more lasting and scverc™.” But be this as it may, let us now follow Kidron's argumentation
of how the absence of a “closed system” of capital upsets the workings of the laws of motion of
capitalism discovered by Marx:—

“The model is a closed system, in which all output flows back as inputs in the form of
invesiment goods or of wage goods. There are no leaks.

“Yet in principle a leak could insulate the compulsion to grow from ils most important
consequences . . . If ‘capital-intensive’ goods were drawn off, the rise would be slower and—
depending on the volume and composition of the leak—could even stop or be reversed. In such
a case there would be no decline in the average rate of vrofit, no reason fo expect increasingly
severe slumps, and so on.

“Capitalism has never formed a closed system in practice. Wars and stumps have destroyed
immensc quantities of ouput. Capital exports have diverted and frozen other quantities for long
stretches of time.

“A lot, since World War I1, filtered out in the production of arms. Each of these leaks has
acted to slow the rise in the overall organic composition and the fall in the rate of profit.” (p.33).

A truly remarkable constant confusion between use-values and eachange-values, between
physical goods produced (or destroyed) and their counterpart in form of value of commodities,
appears throughout these lines. It is worthy of inclusion in a textbook simply to show what mis-
understanding a lack of -larity on the dual nature of the commodity necessarily leads to.

What seems to lie at the basis of this whole conception is some vulgar theory of over-produc-
tion, according to which it is a glut of physical goods which 1s at the basis of all capitalism’s evil.
Slumps result from too many consumer goods: increased organic composition of capilalpand declining
rate of profit result from 100 many investment goods (too muny machines). When there are “leaks”,
and other goods are produced instead of these, or, even better, when these goods are destroved, then
there is rejoicing in the sky of Capital, and laws of motion are magically put out of action.

Kidron forgets that what capitalism is about is the accumulation of capital (Le., stored value)
and not the disposal of the use-values of commodities. A certain proportion of these must, of course,
fill physical needs and give production its needed physical material. But these physical conditions of
reproduction are only material preconditions for the successful realization of capital accumulation.
They don't guarantee in themselves either the realization of that process, nor its realization under

itions where the laws of motion of the system apply, apply only partially or, presumably for
Kidron, don't apply at all. These conditions depend exclusively on the composition, exchange,
valorization and reproduction of capital as value.

The example of slumps clarifies this easily. A slump is not primarily a destruction of
“immense quantities of output™ (of physical goods). Sometimes, this destruction does not at
all; and even when it does happen, it is only a secondary side-effect of what is the real of
slumps (and, incidentally, also their objective function in the dynamics of capitalism): the destruction
of capital as value, through massive depreciation of stocks of goods, or fixed capital (parts of which
even lose all their value: machines are turned into scrap iron, etc.) and of *fictitious capital'. Whether
this essential process is accompanied by physical destruction of goods is immaterial.

We—



Because slumps are destroyers ol capital and not of “output”, they tend to lower the Organic
composition of capital®, and allow a rise in the rate of profit which sets off a new cycle of increased
capital investment, boom, rising organic composition of capital, decline in the rate of profit, which
eventually leads to a new decline in production, etc. There is therefore no need at all to discover
any “leak” in the “closed system™ 1o “explain™ why slumps temporarily reverse the trend towards
increased organic composition of capitul and declining rate of profit. On the contrary, this “safety-
valve" is built-in in the “closed system”, as Marx himself clearly stated and as we explicitly repeated
In Marxist Economic Theory®.

The same thing is true for capital exports. This process can only be constructed as a “leak™
from the “closed system™, if this “closcd system” is viewed as being established in a single country,
surrounded by a world outside of the realm of capitalism—a construction which is completely alien
to Marx's “model”. Once the “closed system™ of capital is viewed as an international system (the
capitalist world market), then capital exports are neither a “diversion™ nor a “freezing” of output (?)
for “long stretches of time™, but simply the manifestation of the basic law of motion of capitalism,
the tendency of capital to flow from branches, regions, arcas, countries with lower, to those with
higher rates of profits. It is no accident that Kidron does not even mention this law of motion in
his description of the model. And such a flow (be it “export™ or not) of course counteracts the trend
towards a declining ratc of profit, inasmuch as it leads to capital investments with a lower organic
composition of capital or (and) a higher rate of surplus-value. Again, the counteracting tendency
does not represent any “leak”, but is built-in-in the “midel” as such, and clearly stated by Marx
himself,

Kidron's third “leak™ is rcpresented by wars. The same confusion between usc-values and
¢xchange-values, between physical goods and capital, occurs here. All wars destroy physical goods;
but whether they destroy capital is not so obvious nor so automatic.

In order to destroy capital, they must not only destroy consumer goods, including durable
ones like houses, but also destroy industrial equipment to a larger degree than is newly built. Wars, it
should not be forgotten, not only can destroy capital but also can lead to a tremendous increase aof
capital accumulation (as happened, jor example, in the USA both during the first and second world
war). Often the two processes occur side by side (fike in Britain during the second world war), and
only if the first process is larger than the second one is there real capital destruction (7.e., does over-
all capital accunlation become negative). We have described the mechanics of this process of con-
tracted reproduction under war cconomy in Marxist Economy Theory, incidentally one of the ex-
amples of “fresh cxploration™ which Kidron somehow managed to miss in the book. Kidron seems
10 labour under the impression that wars and war production are “‘unproductive” and “destroy
capital™ because weapons arc “destructive goods™. He forgets that & manufacturer of tanks, munitions
and fighter planes makes a huge profii, uses a large part of it to accumulate capital (f.c. f0 buy new
machinery and to hire new men) and that this represents a process of capital accumulation identical
to the similar steps cmbarked upon by a manufacturer of tinned milk or by a firm producing turbines.

We have now arrived at Kidron's fourth “lcak™ arms production, According to him, it
represents a “drain”, and “being a capital-intensive drain, it will have a restraining effect on the
tendency of the organic composition to rise” (pp. 33-34). Why arms production is a “drain”, and why
it has a restraining effect on the tendency of the organic composition of capital to rise, remains an
absolute mystery.

The whole construction is completely artificial and misscs the main “law of motion” of capital
accumulation altogether. For arms production is not conducted on some mysterious planet Mars,
but on this wicked planet of owrs; it is not conducted under conditions of some mysteriously unknown
mode of production, but under “normal” and “classical™ capitalism, with a constant flow of capital
between all sectors of profitable investment, including arms production. So the calculation of an
“organic composition of capital” in the arms industry, separate and apart from that of the “civilian
sector”, is completely meaningless 1o establish the trend of the average rate of profit, which results
precisely from the social average between all sectors, including the arms sector. What Kidron woulkl
have to prove, to show that the effect of capitalist arms production is to weaken or to stop the
tendency to a declining rate of prolit, is that the average social organic composition of capital
(including of course the arms scctor itself) has become lower than it would have been if that arms
production sector would not have existed. And that conclusion just does not make any sense, if one
assumes that the organic composition of capital in the arms production sector is actually higher and
not lower than the average organic composition of capital in the “civilian™ production sector, because
it is nearly entirely situated in the “capital intensive™ sector of heavy industry™,

Kidron’s assumption could only imply an clement of truth if the average organic composition
of capital would be actually lower in the armament sector than it is in the other sectors. In that case,
of course, strong expansion of a sector with lower organic composition of capital would lower the
social average organic composition of capital and thereby successfully counteract the tendency of
the rate of profit to fall. But this hypothesis—which Kidron would be the first one o reject!—does
not correspond to reality. And even if it would, it would not represent a “drain” but only a particular
manifestation of the same basic law of motion of capitalist accumulation of the “purc” 1, which
we described above.

Kidron would have spared himself much confusion, if instead of talking about “leaks” and
“drains™, he would have started from the key-difficulty which monopoly capitalism has encountered
for three-quarters of a century. This is not the difficulty of disposing of surplus goods (thereby wel-
coming any tum in development which would lead to a sudden decline in the “surplus” of consumer
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ﬁds and investment goods), but the difficulty of disposing of surpluy capital, which derives from
the very nature of monopoly capital'!. Thence both the drive to increasing capital exports, and the
drive towards arms production. The economic function of arms production is to provide additional
ficlds of investment for capital surplus, not to reduce the increase in the organic composition of
capital and/or the declining rate of profit. Its overall effect—if it is large —will be to cnsure a higher
rate of overall growth (obviously, because the alternative would be not to use at all the capital
invested in arms production) and to reduce the volume of investment and output fluctuations
(because arms production, unlike “civiliun™ production, generally does not decline in phases of
recession). But whether all this leads to a rise or 10 a decline in the average rate of profit depends on
other circumstances (e.g., on the effects of arms production on the rate of surplus-value), not on the
nature of arms production as a “drain”.

Contemporary Capitalism and Vulgar Economics

So Kidron's whole construction of “leaks™ and “drains” collapses as an explanation of why
the laws of motion of capitalism don't apply to-day. He is faced with the same dilemma as all those
who call themselves marxists: either he has somehow to accept that there are “tendencies” which do
not manifest themselves (which is of course something different from sayng that there are tendencies
which don't manifest themselves permanently or without counteracting tendencies), or he has to have
a fresh look at reality, try to shake off impressionism, and to find behind superfiicial phenomena and
doctored “statistics” more fundamental economic processes which do, after all, correspond to Marx’s
laws of motion.

That's what we tried, in Muraist Leonomic Theory and subsequent writings, and we think we
can prove our case. As we have shown, between 1869 and 1919, the output of producers’ goods
increascd more than twenty times in the USA, whereas the output of consumer goods only i
twelve times. DBetween 1919 and 1964, the output of machinery and instruments in the 6.5.&.. “rosé
from 14.1°% to 20.5' of total manufacturing production. Again, the output of machinery increased
threefold between 1947 und 1968, whereas total industrial production rose by 250 in the same period.
S0 onc might infer that for one century the output of department I has indeed grown more rapidly
than 1h{:_ﬂutpul of department 11, which implies that therc is a definite tendency for the
composition of capilal to rise'?, and that, from a long term point of view, this tendency is neither
stopped nor-reversed during the Jast decades (although it obviously slows down perceniwise, when
the absolute volume of department 1 reaches a higher and higher level. The same rate of of
the organic composition of capital would require, starting from a certain absolute volume of constant
capital and given, the average rate of capital accumulation, an absolute decline in variable capital—
or i output of department I1—which has obviously not been the case, and could not be the case
given the existing reltionship of forces between Capital and labour in the US.A.).

Now given the cvidence of a long—term trend of rise in the organic composition of capital,
given the complete lack,of evidence of any long-term rise in the rate of 5ufp]m-'vaﬁ::lpmponimal to
it, onc can only conclude either that there has to be long-term decline in the average rate of profit, or
that Marx's labour theory of value does not hold any more (that constant capital is somehow
mysterionsly " prodicing surplus-value™), and in that case, the whole of Marx's economic theory
collapses. Let us repeat again that we are not talking of a couple of years herc and a couple of years
there, bul of long-term trends. Kidron makes a caricature of our analysis when he says that for us
“the real thing becomes as simple as the model™, But surely, a4 model which has no relation
wlmt:-gcvlqr o tl1.-i “real thifng" i; H.IWI;IU!'IEK model, 1 would presume . . . And the denial of any
term declime in the rate of profit leads Kidron smack into vulgar economics i
theory ol value with one hand and denying it with another. 5 st ol o

In studying capitalist statistics on “rates of profit”, one has to take a whole series of
precautions, in order to translate them into marxist ferms.

In the first place, the average rate of profit marxist economic theory is concerned with is the
rate of profit on the flow of current production ( pl . in which is the fraction of the total capital

c+v
stock actually used up in annual output and not the rate of profit of the stock of total capital invest-
ment (Kpl » in which K is the value of all fixed capital invested and M the value of total circulation
+M
cnm available in capitalist industry). Most statistics—and balance sheets of capitalist firms—
profit rates on the stock and not on the flow—and the difference can be quite striking.

In the second place, Max's laws of motions are concerned with value production, not with
price calculations. It takes a lot of analytical labour to deduct from national income and national ex-
penditure statistics the sum-total of surplus-value produced by industrial labour. Part of that surplus-
value is appropriated by other sectors of capital (banking capital, commercial capital, capital in-
vested in the service industries, etc.) through the market (i.e., through the purchase of *'services’ by
the manufacturing firms, which appears in the balance-sheets as * production costs”, or through the
sale of commaodities below their prices of production), is thus deducted from the income of industrial
capital, and is not included in the category “profit of industry before taxes™. If this part of surplus-
value, while increasing in absolute figures, is declining in relation to “industrial profits”, then the
rate of growth of surplus-value as compared with the rate of growth of current capital expenditure
might be in fact lower than appears from the statistical “series before taxes”, and the average rate of



profit might in fact be declining although the series “profit before taxes™ does not show so.

In the third place, ever since corporation taxes became “burdensome”, a whole new “service
industry” for doctoring balance-sheets has arisen. Most marxist commentators have insisted especially
upon the profit-concealing function of this doctoring (e.g., camouflaging important part of surplus-
value as constant capital consumption, through the method of accelerated depreciation)'®. They seem
to have forgotten that this also implies a systematic under-valuation of capital itself, in the first place
an under-valuation of the total capitai stock—which is all the more formidable because it becomes
cumulative—but also an under-valuation of current capital expenditure (part of which is marked
down in the bocks as “current costs of repair”, another part of which does not appear at all, because
the value has already been “written off”” before). Now if the real value of capital is much higher than
appears in the balance sheets, then of course statistical series which appear to show uncertain
fluctuations of the rate of profit, or even an increase of that rate, can actually hide a long-term
tendency of a declining rate of profit'®.

All this being said, do the statistical series really warrant any conclusion that the trend towards
a declining average rate of profit has somehow been reversed by contemporary capitalism? Kidron's
own' series, whatever may be its serious shortcomings indicated above, actually prove the opposite.
In order to interpret them, we have to understand that the rate of profit-oscillation works on two
wavelengths, so to speak. They work within the span of each cycle, going up in the boom and going
down under conditions of recessions; and they work in longer-range periods, tending to reach peaks,
during booms, which have a tendency to become lower (which does not mean naturally that each
boom must have automatically a lower maximum rate of profit than the previous one had. Increases
in the rate of surplus-value can momentarily offset the effects of increases in the organic composition
of capital). One can dispute the first type cyclical decline only if one disputes the inevitability of
cyclical variations of capitalist production at all; and one cannot dispute this inevitability neither in
fact (recessons have occurred in the USA economy in 1949, 1953, 1957, 1960, and one is starting right
now) nor in theory (it flows precisely from the fragmentation of productive resources between different
owners, i.e., from the existence of “'different capitals”, viz., from capitalist competition without which
as we have seen above, captalism cannot be conceived),

But what about the long-term trends of the rate of profit? Kidron's statistics show that on
“net working capital” the rate of profit declined from 499 in the boom year 1950 to 43.6% in the
next peak boom year 1955, 38.4% in the next peak boom year 1959 and an average of 43.1% for
the three boom years 1965, 1966 and 1967. There is no “lincar” decline, but the tendency towards
decline is quite clear.

The same applies to the two main European capitalist countries, West Germany and Great
Britain. In West Germany, net profits as a percentage of net capital worth declined for all industry
from 20.99% in 1951 to 1¥.5% in 1955, 1842 in 1960 and 14.92 in 1965 (each peak years of the
cycle; the rates for the intermediary years are each time lower than the peaks). And for Britain, the
Financial Times' *Annual Trend of Industrial Profit™ series indicate a similar trend: for all industrial
companies, the rate of profit as against net assets declines from an average of 9.37% for the 1952-1960
period to an average of 7.8% for the 1961-1965, and an average of 6.9, for the 1965-1968 period.'®

- So Kidron is wrong when he assumes that “nothing beyond the forties could sustain Mandel's
thesis .. ."

It is true, that Marxist Economic Theory does not treat in a systematic way the problem of
the sharp rise in the rate of growth of the capitalist economy after world war 11, a rate of growth
which is now declining—as we foresaw correctly since the early sixties, and as the very same issue of
“International Socialism™ which prints Kidron's critique also confirms (p. 31). The reason for this
does not lie in our “maginot marxism™ (it is not difficult to explain that rise with Marx's msm
tools). It lies simply in tie fact that most of Marxist Economic Theory was written in the late fifti
i.e. more than ten years ago, when many of the postwar trends were not yet clear.

The further development of what we believe fo be the explanation of the peculiarities of
‘contemporary capitalism™ can be found in a few of our later writings.!” Briefly, we think that what

'is a third industrial revolution, similar in effect to tne second ome which
in the phase ot' monopoly capitalism in the last quarter of the nineteenth cenfury. We
ve that each of the three industrial revolutions which capitalism witnessed till now have had a
pushing the rate of investment and of growth upward during a of
y preparing thereby the grounds for a later “long cycle” with a mach
th. We believe, in ‘other words, that the cyclical movement of the rate of profit is three-fold:
5 to 10 years cycle (first up, then down); between the peaks of
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capitalism of tne 19th century had only to face decaying older sccial orders, “late” capitalism is
confronted with the formidable challenge of anti-capitalist forces and a post-capitalist social order
which enjoys both a higher rate of growth and a much larger popular appeal to at least two-thirds of
mankind

One can also add that during the “long period” of stagnation of capitalist world economy
(1913-1940) a great “reserve™ of scientific and technological inventions had been built up, whose
large-scale productive application was delayed as a result of the unfavourable ecopomic conditions
prevailing during that period. The dynamic of these inventions, accelerated by the results of the war
economy boom itself, laid the basis for a real explosion of technological innovations, which could
be widely applied under conditions of reconstruction, stepped up capital aocumiu:lla,um". mg
continued expansion of arms production, itself strongly determined by the conditions of “competition
with a non-capitalist economy in the Soviet Union. ) Bt e

In any case, the key aspect of this development is to understand the oversimplification of the
assumption (of which even Lenin and Trotsky were at moments vicim of) that the structural crisis
of the world capitalist system, which undoubtedly began with the first world war and the Russian
revolution, somehow is identical with an absolute decline in the development of productive forces.
There is no trace in Marx's “Capital” and his mature economic thought of such an idea.

The structural crisis of the capitalist world system means that the system begins to break up,
that there is an uninterrupted chain of social revolution erupting, some victorious and some defeated,
that the restriction of world capitalism to only parts of the world (and the challenge which the other
part represents to it) put formidable supplementary constraints on to it, that the fundamental
contradiction between the level of development which the productive forces have reached and the
capitalist production relations, leads periodically to big social explosions, and that thereby the
objective pre-conditions for victorious sccialist revolutions exist, historically for the whole epoch,
and conjuncturally at successive phases in various countries. This structural crisis of the capitalist
mode of production is intertwined with the periodic crisis of overproduction, but by no means
identical or synonymous with it. And each time when a period of revolutionary upsurge of the
working class in the industrialized imperialist countries ends in defeat, this creates a situation in
whith an economic recovery is not only possible but inevitable for the imperialist bourgeoisie.

In other words: the basic notion here is that there are no “economic situations without a way
out” for the imperialist bourgeoisie, as Lenin rightly stated. Capitalism cannot collapse simply out of
its own inner economic contradictions. This Kautskyist conception—which, through the intermediary
of English mechanistic “marxists” of the Strachey type, has exercised a deep influence on marxst
thought in Great Britain—is the underlying assumption of much of Kidron's misplaced ‘critique
against Marxist Economic Theory. We don’t share this conception, and Marx had nothing to do

with it. The only thing he showed was that the inner contradictions of capitalism lead towards
periodic economic crisis and social explosions. The fact that even in a period of accelerated
investment and growth a tremendous inverted pyramid of monetary inflation and persomal
indebtedness had to be erected to keep the system going—a pyramid which cannot be expanded in
an unlimited way—clearly shows that all these contradictions are still very much with us, like in
Marx’s time. But whether -:aﬁ;talism collapses or not depends on the successful revolutionary action
of the working class. And what happens when it does not collapsc depends on a variety of factors,
some of which we have just sketched.

We shall not take up Kidron's laborious attempts at irony, accusing us of pandering to the
notions of “non-stagnating stagnation” and of "slumpless slumps”."® It is very significant that in
none of the passages of Marxist Economic Theory, which Kidron cites as proof that we did not
“incorporate the uncomfortable fact of the mildness of post-war recessions™ into our general analysis,
but continue to speak of the “inevitable slumps™ (presumably on pages 168, 171, 346, 347, 529, etc.)
in none of these passages does the word “slump™ even so much as appear! The only “incvitability”
we mention in #H these passages is the incvitability of periodical downward fluctuations, of periodic
declines in output, of periodic increases in unemployment, of periodic overproduction of commodities
and excess capacity of equipment. That’s what capitalist crisis means for marxist economic theory.
And these continued to occur regularly, after world war IT as well as before.

Kidron does not understand at all the point we made about “recessions™ and “slumps”™; that
the difference is purely quantitative and not qualitative (and very often quantitative only after a
certain stretch of time; L%c first manifestations of a recession are very often as violent as the first
manifestations of the 1929 slump, as we statistically proved). Recurrent recessions prove precisely
that capitalism is mot capable of regular, harmonious growth, is mot capable of avoiding
unemployment and is not capable of avoiding fluctuations of income; all this for the simple reason
that it is generalized commodity production conducted under conditions of private property (of
“many’ capitals™) which inevitably implics irregular, spasmodic ups and downs of investment. A

ild recession is a recession, i.c., a crisis, after all; and a million unémployed in a country like West
Germany or Italy are, after all, a million unemployed, and not full em ent. That they don’t have
gravity of the 1929 and the 1938 slumps, we concede willingly. But what does that prove? How
comparing them to the pre-1929 or the pre-1913 ¢rises of overproduction (these were, after
those which Marx wrote about)? What about determining their tendency? Will they tend to
“milder” and “milder” till they fade away? Or will they become stronger and stronger?
matters are all connected with the very heart of marxist economic theory. Is it possible
void - ions while generalized commodity imdumn exists? Is it possible to avoid crises
overproduction (pardon me: “recessions™) when “key choices about the deployment of resources’
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are left to individual capitalists? If Kidron thinks 1t isn’t, he, too, believes in the inevitability of
crises of overproduction under capitalism, and then, following his own absurd vocabulary, he too is
a believer in “slumpless slumps”. And if he docsn't believe in the inevitability of crises under
“contemporary” capitalism, then he can in no way hide his complete and total break with marxist
economic theory, method, analytical categories and doctrine as a whole. His impressionist refusal
to answer these questions is, in fact, a typical “refusal to generalize”, characteristic of wvulgar
CConomics.

Capitalism and “State Capitalism"—the Nature of the Soviet Economy

How does it happen that a trained and not talentless economist like Kidron, who has a
read some Marx, can make such elementary blunders, constantly confusing use values and exchinge
values, physical and capital, absence of slumps of the 1929 type and absence of capitahst
crisis of overproduétion? The reasons obviously do not lie in his lack of analytical ability. ?‘ﬁy lie
in his desperaté attempt to cling to the myth of “state capitalism™ existing in Russia, and to the
need which flows from that attempt to show somehow that there is no “basic” difference between
the functioning of “contemporary capitalism™ and the functioning of the Soviet economy. That's
why he has to slur over or even deny fundamental aspects of capitalism and fundamental laws of
motion of the capitalist mode of production.

Ever since social-democratic opponents of the Russian October revolution hatched the theory
of “capitalism™ continuing to exist in the Soviet Union, supporters of that theory have been faced
with a difficult choice. Either they consider that Russian “capitalism™ has all the basic features of
classic capitalism as analysed by Marx, to start with generalized commodity production, and that
it also shows all the basic contradictions of capitalism, included capitalist crisis of overproduction—
and then they have a hard time discovering evidence for this. Or they admit the obvious fact that
most of these features are absent from the Soviet economy, and they then have to contend that these
features are not “basic” to capitalism anyhow, which in the last analysis only means exploitation of
wage-labour by “accumulators”. This then implies unavoidably that there are qualitative differences
between the functioning of capitalism as it exists in the West and the functioning of the Soviet
economy, and that “state capitalism” is a mode of production different (ie., corresponding to
different laws of motion) from classical private capitalism. Bordiga is the outstanding representative
of the first current, Tony Cliff of the second current. The peculiarity of Kidron is to try to have it
both ways: he intends to eat his “state capitalist” cake and have it too!

l-{: starts by conceding that Soviet economy is not subjected to the tyranny of profit nor 1o
internal competition nor to crisis (p. 35). The explanation is that in Russia we are living under the
regime of “a single capital”. But if there is no competition, if there is only a single capital, then,
obviously; there is a “central, public arrangement to ensure that the process will go on in an :
continuous and predictable way” (Kidron's definition of what does not exist under capitalism) and
this “arrangement” is called central planning. Obviously, too, if there is no competition, “key
choices about the deployment of resources” are not left to “individual capitals™ (which do not exist),
but are centrally determined in a coherent way, and we have continuous growth. And then, equally
obviously, there is no capitalism, because all these “arrangements™ are unattainable under capitalism.

But at the same time as he concedes all this, Kidron makes a series of statements which
completely contradict this conception of the laws of motion of capitalism not applying inside Russia.
We read that “nothing (') in Stalinist (including post-Stalin) Russia defies analysis in terms of
Marx's model. The process of pumping out surpluses from the mass of producers is as vulnerable
in Russia to wild and random encroachments (!) from other capitals as it is anywhere else. The
people, that organize and benefit from it, arc under as oppressive a compulsion to fast economic
growth as any similarly placed class elsewhere™ (p. 34). We wait for any substantiation of these
breathtaking statements. There is none to come. none can come because they are based on a
crude conceptual sleight-of-hand. Here all the initial confusion between use-values and excifange
values, between accumulation of machines and accumulation of capital, between conflicts of different
social systems and capitalist competition, come finally into their own.

Let us take for a minute the concept of a “single capital” seriously and see where it leads us.
Inside General Motors there is of course no capitalist competition going on. The department
producing car bodies does not “compete” with the department producing gear-boxes. Capital does
not “flow” from one de t to the other, when gear-box production is “more profitable” than
car body rodumnn eneral Molors normally can do nothing with gear-boxes in excess of cars
produced (we leave aside the marginal case where a large corporation would actually sell parts to

itors: this does not change anything in the logic of our reasoning). Normally, the production

parts is “planned” so that a maximum number of cars can be sold profitably.
Now if is no “market economy” inside General Motors corporations, if the flow bf
between departments of that “single capital” is not a flow of commodities but a flow of
values, why then in General Motors a capitalist trust, why is the final product indeed a commodity,
are of the corporation under the economic compulsion to exploit their workers and
accum and more capital? Obviously because they have to sell their cars on a market,
competiti ith other car manufacturing corporations. If the wages in their firm go up quicker
productivi labour, cost prices go up and the General Motors cars would be priced out of
market. If rate of exploitation goes down, capital accumulation goes down, technology
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becomes obsolete compared to that of competitors with higher capital accumulation, and again the
firm not only would quickly lose its share of the market, but would even be in danger of finding no
market whatsoever for its goods. It is through the fact that the final products of General Motors are
commodities, have to be sold on a market, and are therefore subject to capitalist competition, that
the inner organisation of the plant which appears at first sight as “planned economy” is subject to
“wild and random encroachments from other capitals”, and that anarchy of production, increased
exploitation, capital accumulation, periodic crisis, firing of workers, inflow and outflow of capital
from the auto branch to other branches, in brief, all the laws of motion of capital discovered by
Marx, assert themse]ves.

Now let us presume that through some “miracle” called the October Revolution the workers
of General Motors expropriate their owners and reorganize production in such a way that they do
not have to sell any commodities on the outside market (later, after some soul-searching, they decide
to divert 15 of their annual output for such a sale, but this does not change anything decisively in
the set-up; even if this 19 were to be suddenly suppressed, no basic change in the organization of
their would occur).® Diversification of production tends to cover at least the elementary needs of
all the manpower of the firm. Would this still be “capitalist” production? Of coursc not, no more
than that of the “communistic™ colonies of 19th century America. Do the laws of motion of the
capitalist mode of production apply to that outfit? Evidently not. There would be no capital
accumulation, only an accumulation of industrial cquipment, produced according to plan, in the
form of use-values. There would be no flow of capital from less to more profitable areas.®! There
would be no cyclical movement of investment, income and output, no periodic crisis, no periodic
unemployment, but steady growth (provided the planning functions more or less adequately).

Would there be threat of encroachment by capitalism? Of course there would be such a
threat; capitalism, by its very nature, is adverse to any part of the earth and any potential market
being taken out of its grip. This threat would take the form of a threatening poice action (or a
military action) to restore private property and “free enterprise” in the domain of the collectivised
outfit. It would take the form of trying to lure away the G.M. workers, by showing them at least
that elsewhere they could enjoy a higher standard of living. These threats would, obviously, influence
the behaviour of whoever administers collectivized General Motors. Part of output would have to
be diverted for arms production, for purposes of self-defence, and there would be a powerful incentive
for technically more and more advanced arms production. Plans would also have 1o be drafted (and

) in order not to fall too much behind capitalist production technique for consumer and
investment goods too (or even for overtaking them). The division of total output inside the
collectivized domain would be influenced by these challenges and the desired response to them.
This would be true, incidentally, independently from the fact whether collectivised domain were
administered under a perfect scheme of workers control and workers self-management, or whether
it were administered by a hidcous gang of foremen and engineers, who grabbed power inside the
domain in order to reserve for themselves the cream of hte output, achieving thereby a much higher
standard of living than the modest average made possible by the given capacity of output.
ctandard of living than the modest average made possible by the given capacity of output. And the
possibility of political power and scli-administration being taken away from the workers of the
plant would in its turn depend on the degree by which general consumers needs would be satisfied
(if they were, there would be no “incentive™ for anyone grabbing power in order to satisfy consumer

needs!), on the degree of political activity, awareness and socialist consciousness of the workers iin
its turn depending qlmWymmgrmﬂaMﬁmmﬂmdﬁsMMdmm}.m
mulqummhmwnm in part a function of the existence leading influence of a revolutionary
organization).
Butbynosu'etchnfimaginaﬁm,andesm!ly' » by no clever word- (first using “‘wild
Endundumnnguchmmls“imtm_iof mmrutufmmgﬂmu;thmm
encroachment” instead of “competition for shares of a market™ and finally substituting
accumulation of capital for accumulation of use-values, could these conditions be pressed back
into the categories of Marx’s model of the inner logic, the laws of motion and the contradictions of
generalized commodity production, i.e., of the capitalist mode of production.
Eo_ the conclusion is inescapable. There is no “single capital” in Russia (capitalist production
under “single capital” was ruled out by Marx anyway). It is absurd to assume that capitali
; uﬁmmw::ﬂ mn?iﬁtf reintroduced because of “competition on the capitalist world market”
ie., that the _ output imported from and ex to ad capitali ies i
ihtl‘:;dog'ofﬂ::ﬂusaia.u 55 ported pitalist countries is
it 1s even methodologically wrong to assume a mechanical and automatic identity
dmnthnt the hming country I;b:tm&ﬁubl:fniu;d to “encroachments” of foreign capital and the fact
country capitalist. Only if an when these encroachments change the internal mode
of production do ﬂm'L]:ad}o mJﬂmdﬂ:ﬂm [c:ir Wuuhﬂ} of capitalism. o
3 point that an ina, although ually drawn into the italigt
world market, did not for several centuries become capitalist ﬂmm% {i,::.. lﬂq‘:l.]i.l'l:n: capitalimmdc

against encroachments by the world market of a superior mode of production on mlhctm
property of the means ot production and planned economy, could be understoc thousand
times stronger. History proves that it has indeed been so. i oMo
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The Meaning of the Economic Reforms in the U.SS.R.

All these questions become even clearer if one tries to fit the current economic reforms in
Russia and Eastern Europe into this analytical framework. If we assume, as Kidron does, that
Russia is a capitalist economy “accumulating capital” under pressure of and in competition with
the capitalist world market, then these reforms become meaningless (indeed, any analysis of the
Russian economy made by “state-capitalists”, cf. Tony Cliff's “The Nature of Stalinist Russia”
written in the fifties, completely failed to foresee anything of the kind). There is the need to
“accumulate capital”. The bureaucracy is the “agency for accumulation”. Accumulation leads to
“class struggle” like in the West. But because there is “fascist-type dictatorship”, this can only erupt
violently (and not for reforms). That's all they had to say.

if one starts however from the assumption that Russia’s economy is not capitalist; that it is a
specific non-capitalist mode of production, then one has to analyse the specific contradictions of
that mode of production, and then one can foresee the specific economic and social problems,
conflicts and crisis, which will arise from these contradictions (completely different from those of
bourgeois society). That's what we tried to do in Marxist Economic [heory and events have shown
us to be right. Indeed, the very contradictions which we laid bare were admitted by the leading
economists there and used as starting points for the economic reforms being introduced in Eastern
Europe and the USSR since the carly sixties (these reforms, be it said in passing, will only
temporarily provide solace and can in no way solve the said contradictions, which can only be
overcome by a political revolution introducing democratically-centralized, i.c., planned, workers
management).

We cannot here reproduce the whole argument; but let us concentrate on the main points.
As we have said above, it 1s simply not true that all ruling layers (classes and castes) in history have
had an urge to pump more and more surplus product out of the producers. And it is even less true
that they all have an urge to “accumulate capital”. This “urge” is typical only for the capitalist class,
under the concrete conditions of the capitalist mode of production (universal commodity production
and private property of the means of production, ie., the existence of “several capitals”, ie,
competition). Now the Soviet bureaucracy is nof a capitalist class. It does not manage factories
under conditions of universal commeodity production. 1t is mot in the process of competition for
markets with other capitalists. So it is under no economic compulsion fo maximize output and under
even less econamic conpulsion to optimize resource utilization. dn fact, it accepts the "“tyranny of
the plan” (as Kidron states, without seeming to understand that this is a qualitatively different
“tyranny” from that of profit) only because it wants to keep its managerial position, as a means of
achieving the optimum standard of consumption available under the given conditions. In other
words, the consumption desires of the bureaucracy (like the consumption desires of precapitalist
classes) and not the need (o maximize accumulation and output, are the motive force behind
bureacratic management. And this unavoidably clashes with the inner logic of a planned econdmy
which calls for maximising output®? and optimizing deployment of resources.

How did Stalin solve this contradiction? Essentially through two means. Un the one hand,
“material consumer incentives” to the bureaucrats were greatly increased, and were made much
more meaningful in the light of the miserable standard of living of the mass of the producers. Cu
the other hand, the bureaucrat was trapped in a mass of orders which he had to fulfill, lest he lose
not only his consumer privileges but also his liberty and very possibly his life. It was tacitly
understood that among all these contradictory indicators, that of attaining or surpassing gross output
figures had the absolute priority, and that he was allowed to disregard some other indicators to
attain these. But from time to time he was harshly reminded, through violent sanctions, that he had
to respect plan discipline as a whole, and not only parts of it.

Why did this combination of carrot and stick increasingly fail to deliver results starting with
the fifties? From the point of view of the overall interests of the planned economy, because it had
been geared essentially to the needs of an extensive industrialization (with large reserves of land,
natural resources and manpower); in which cost calculations in relation to alternative investment
projects were of less importance; this period was over and the Soviet economy needed urgently to
grow from extensive into imtensive industrialization, with much more closely calculated use of
resources than before. From the point of view of the bureaucracy as a sccial layer, because both
the carrot and the stick were rapidly losing their effects. The incentive effect of the bureaucracy’s
consumer privileges was dwindling, when the general standard of life in the country rose and in fact
‘nequality in income declined somewhat: e.g. the salary of a director of the biggest machine-building
plant, first category, was only five times the minimum wage of a cleaning woman, after the latest
rise of minimum wages on January Ist, 1968, instead of eight times in 1966 or ten to twelve times
under Staln. The fear of violent repression was also receding as a result of the “liberalization™ of
the Krushchev era and the general decrcasc in the usc of arbitrary trials, deportation (not to say
killings etc.), against individual bureaucrats.

Looking for a way to overcome the growing contradictions between the general needs of the
planned economy and the material interests of the individual bureaucrats (which are pure
interests, be it repeated!) as the driving force of economic growth, the leaders and

of the bureaucracy gradually evolved a system of economic reforms which would tie the
of the bureaucrats to an objective measurement of economic performance. Instead of these
ivileges i mbm&mwrhlﬂ;oddmmﬂmnyingwtthcplan.thqwaﬂdhmmfmlh
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partially “rehabilitated” as a faithful indicator of such overall economic performance. In this way,
the bureaucracy’s ideologues thought the managers would be forced to a higher degree of
optimization in resource utilization than bzfore. The machine-building plant’s director we referred
Lo L:bove would receive his “imcentive” through bonuses tied to profit, instead cf through a very high
salary.

Contrary to what superficial Maoist and semi-Maeist critiques in the West assumed—these
sirange new “state capitalist” bediellows of Kidron™!—the reforms do not mean that capitalism is
being reintroduced in he Soviet Union. They do not mean that profit becomes the motive force of
economic growth, i.c., starts to direct investment “‘spontaneously’ from branches where it is lower
towards branches where it is higher, No real competition in the capitalist sense of the word (ie.,
competition for selling on an anarchic market) occcurs. Means of production have not become
commodities. Rather, what has occurred is the use of a pseudo-market to optimize resource
utilisation quite along the lincs which the late Oscar Lange postulated already in the thirties®’.
| But do these reforms mean a smooth and rational use of the planned economy's resources,
in order to achieve the maximum growth of output? By no means. They only substitute one set of
contradictions for another. Income of the bureaucracy is now increasingly tied to the factory's
“success” on the “market”. But this “success” does not depend only, or even essentially, upon a
rational utilization of given resources available to the factory. It also, and above all, depends upon
the technology of the factory (i.e., new imvestment taking place) and upon a given relationship
between the “prices” the factory has to pay for what it “buys”, the amount of manpower it has io
usc and 1ts wages bill on the one hand, and the “prices” the same factory receives for what it “sells™
on the other hand. As long as these prices, the mass and form of investment, the amount of
manpower and wages, arc determined by the plan, the bureaucrat will quickly feel cheated by the
new arrangements. He will say: “You want us to perform “optimally”, but you fix things so from
the start, that such a performance is, in fact, impossible™*.

So the economic reforms minst unleash a constant tug-of-war of a new type between the plan
and the bureaucrats administering the units of output. The old tug-of-war was essentially about
allocations (the bureaucrats systematically overestimated the factories’ needs of workers and material,
while they underevaluated the productive capacity of the same factories). The new tug-of-war will
be about power of decision. The factory managers will demand the right to hire and fire workers as
they like. They will demand the right to “negotiate”™ wages (regionally, locally, or even by branch
or unit) according to ‘‘market conditions”. They will demand the right to retain the major part of
the “profit” of “their” factory to be invested there. They will ask for a rising (and specific) share in
total investment to be realized autonomously by themselves, inside “their” factory. They will above
all demand that they should fix the prices of the products they “sell” as they seem fit to do (ie.,
as the “market” dictates). And the “planners” will of course stridently resent all these demands
which run counter to the elementary principles and needs of central planning.

Let us assume for a moment that the factory managers were to be successful in their demands,
and gradually conquer these supplementary rights (this is the actual formula used to-day in Soviet
discussion: “increasing rights for the factory managers™). What would be the outcome of that process?
Surely, we would have to drop the inverted commas around the words “market”, *buy” and “sell”™.
Surely, each factory making its own investment, trying to establish its own prices, negotiating its own
wages, would have become an independent firm, and the market would then “arbiter” between these
firms and give birth to prices which would no more be determined by plan, but would result from
the inter-play of market forces. Surely, in that case, capital would flow from less to more profitable
branches. It would no more be the plan, but this flow of capital which would determine the general
lines of growth of the economy. Surely, more and more firms would then find it profitable to export
part of their goods instead of selling them in the inner market, and would establish direct connections
with foreign tirms which would increasingly also sell on the Russian market, as well as export capital
to that country. Surcly, the growth of individual investment would inevitably lead to overinvestment
which in a market economy could only be corrected through periodic crises of overproduction and
unemployment (never mind whether “mild" as recessions, or “grave” as slumps).

In that case, of course, the Soviet economy would have become a capitalist economy, for
everybody to see and acknowledge the fact, even the dogmatic and myopic Mandel. But would it
be a “state capitalist” economy’ The whole process started because the income of the factory
manager being tied to the factory’s “profit”, the manager had received a strong economic incentive
to determine this “profit” by his own decision (i.e., to establish control over most of the decisions on
which that profit depends). But once he actually succeeds in doing this, he has an even stronger
incentive to remain tied to “his” factory for the rest of his life, and to transmit these “ties” to his
children and family. Imagine how cheated he would feel if, after having succeeded in making a
factory a “profitable” concern, he would then be transferred to another factory which makes a loss
(with the loss of income which this would entail for him!). So the process could only end by the
reintroduction of private property. And when, even before this ultimate outcome, the ties with
foreign firms become stronger, villas bought on foreign coasts and mountains, bank-accounts
established in foreign banks and used for some “profitable investment” (e.g. the purchase of foreign
-stocks and bonds) would become additional stepping stones in this process.

One could say that all this is purely imaginary and only invented for argument’s sake. But
is it indeed? Hasn't that process actually begun in the Soviet Union? Have not the managers
received the right to fire some “excessive workers”? Has not pressure to grant them the right to “fix
their own prices” (i.e. to have them fixed by supply and demand on the market) already started, and



jsn’t it referred to in the Soviet press? Have not certain ideologues of the “managerial layer” (whose
existence is now openly admitted and whose formation and education 1s surrounded with the greatgst
care by the leaders of the bureaucracy) claimed the right to decide upon the closure of “unprofitable
factories™? Has not even Liberman raised his voice in favour of the enterprise becoming more and
more “self-financing™? lsn't there already an experiment with a whole industrial branch financing
“its own” investment??$ Haven't the trends towards a disintegration of planned economy begun to
assert themselves in Yugoslavia, since the “economic reforms” of 19657 Hasn't even an open conflict
arisen between “workers self-management™ (in its distorted Yugoslav version) and “socialist market
economy”, the most “aggressive” wing of the Yugoslav factory managers openly defending the idea
that management should be freed from day-to-day “encroachments™ by the workers’ councils, whose
functions should presumably be reduced to one of “deciding income distribution”, ¢.g. 10 similar
functions of a capitalist firm's general stockholders meeting? And isn’t the possibility of this piocess
going further and further in that direction conceivable to-day, with all the social forces and
contradictions involved in it before our eyes, in broad daylight so to speak, in the Yugoslav case?

What we deny of course, is that this process could lead to “gradual” and “imperceptible™
restoration of capitalism. We do not believe that this restoration of capitalism can be achieved
“behind the backs of society™, so to speak, in the first place behind the backs of the working class,
which is already by far the numerically strongest class in the Soviet Union and in many other
Eastern European countries. We are convinced that the workers will put up the strongest possible
resistance to such a disintegration of the planned economy, especially when it entails a loss of jo.
security, reappearance oi large-scale unemployment, wage decreases and the strong increase in
inequality of income?. We are therefore convinced that capitalism could be- restored in the Soviet
Union or in any Eastern European country only aiter breaking the fierce resistance ol the working
class. And we are likewise convinced that the state apparatus is tied in its majority to the preservance
of social ownership of the means of production and of planned economy, and that its resistance
would have to be broken too on the road of capitalist restoration (that is the reason why we stiil call
it a workers® state, incidentally be it a very degenerate one), nay that it will have to be broken and
shattered to pieces, and replaced by a state apparatus of another type, geared to the defence of
private rty and “free enterprise”. Given the present consteliation of social forces, both
nati y and internationally, we think it very unlikely that this resistance could actually be broken
under these conditions, and that capitalism could be restored either in the Soviet Union, or in
Yugoslavia, or in any other bureaucratically degenerated or deformed workers’ state.

: But the beginning of the process is here, for everybody to see. And it reveals the inconsistencies
and contradictions of the theory of “state capitalism” in a striking way. For Kidron will have to
answer two sets of questions:

First, are all these contradictions, conflicts, trends and processes anywhere similar or identical
to the laws of motion of capitalism, observed by Marx? Have they anything to do with what has
been going on in the West during the last 20 years? Aren't they obviously contradictions, conflicts
and laws of motion of a mode of production qualitatively different from capitalism? Aren't they

isely those conflicts between “the-ogic of the market” and the “logic of planning”, which the
ate Preobrashensky analyzed as characteristic for the period of transition between capitalism become
socialism, which is ushered in by the overthrow of capitalism? How could capitalism become
restored under capitalism? Would Kidron deny that the above-sketched process, if it would unfold
1ill its ultimate logic, would actually lead to the replacement of one social system by another? Would
he then concede that “state capitalism” is differcnt from “private capitalism”, exhibiting different and
specific laws of motion? But what's the usc of calling it then “capitalism”? And what becomes of

preposterous staiement that “nothing in stalmist Russia dcfics analysis in terms of Marx's model™?
Would it indeed not be more correct 1o postulate the opposite: the whale development of stalinist
Russia follows other laws than those elucidated in Marx’s mode of capitahism-

Second, if one presumes that the process of disintegration of planned economy procceds till
the bitter end, and that “classical” capitalism, based upon the private ownership of the means of
production, is restored in the Soviet Union, what would Kidron call that process, and what would
be his political attitude towards it? Would it be just the change of one form of “capitalism” into
another? Would Kidron’s attitude be one of indifference, or even of glee, “liberal capitalism”
replacing a “totalitarian” one? Would the change in the mode of production and in the nature of
the state be a historical progression or a historical regression? If it would be a regression (and the
more intelligent “state capitalists™ tend to admit that), wouldn't Kidron then be in the unfortunate
position of having to call it a social counter-revolution, and to give a positive connotation 1o what
he calls the “ruling class” in the Soviet Union, rehabilitating it and “defending” it against its
“reactionary enemies”? And if he were “indifferent”, how could he reconcile this with the obvious
economic and social regression encompassed in this process? 1f he were even to deny this regression,
how could he reconcile this with his own admission that there reigns to-day in Russia “the tyranny
of the plan™ and not the “tyranny of the market"?

The society in transition between capitalism and socialism

_The most irresponsible of Kidron's statcments is the one that denies the existence and the very
possibility of a society in transition between capitalism and socialism. (In all fairness, one must
state that Tony Cliff does not agree with him on this point.) Calling such a society a mere “verbal
convenience” is not only in opposition to the whole body of theory of Marx, Lenin and Trotsky and
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to more than a century of experience of the revolutionary labour movement (it is not Mandel who
invented that category, after all), but also puts a question mark over the possibility of socialist
revolution anywhere in the world to-day, to begin with in Britain and Westerm Europe.

Kidron's argument is again a typical example of his mechanistic and unhistoric thought.
True, he says, there can be a transition betwcen feudal society and capitalist society™, bnrfusc
capitalism can grow piccemeal within the interstices of feudal society. Then he goes on: “But
socialism is a total system. It cannot grow piecemcal within the interstices of a eapitalist society.
How does workers' control of preduction coexist with control by a ruling class the means
of production in dispute are one and the same? How does sclf-determination and consumer
sovereignty (‘production for use’) coexist with the external compulsion and blind accumulation
that results from capitalist dispersal? There may be (!) room for transitional forms in distribution,
but at the level of production and control over production the only possible transition is a sudden,
revolutionary one” (p. 35). o

The first striking feature of this argument is Kidron's definition of socialism. We can hardly
believe our eyes: Kidron appears here as a pupil of . . . Stalin! For it was Stalin who first dared to
introduce into marxist thought the utterly revisionist and primitive notion that socialism=wresting
control over the means of production from capitalists, big and small. It is truc that for Stalin,
socialism equals nationalisation of these means of production, whereas Kidron, loudly protesting.
calls this a farce and claims that socialism=workers control over production. But when the smoke
has clearcd from the verbal battle-ficld, and all the epithets and insults are pushed out of the way,
the notion is cxactly the same in both cases, and it is exactly as wrong!

For classical marxism, io which we continue to adhere notwithstanding all of Kidron’s sneers,
socialism mecans a classless socicty. It therefore presupposes not only the suppression of privale
property of the means of production, henceforth managed in a planned way by the associate producers
themselves, but it also calls for a level of development of the productive forces which makes possible
the withering away of commodity production, of money, and of the state. It is therefore a new
social system having its own mode of production, its own mode of distribution, and its own economic
automatism, which constantly reproduces basically socialist relations between men.

MNow the working class is perfectly capable of overthrowing capitalism in a single country
(it did so in Russia, Yugoslavia, China, Cuba, North Vietnam, and is busy doing so in South
Victnam right now). But 1t is not capable of building a socialist society in a single country, not even
in the US.A. (not to speak of Brilain or Western Europe). When it has taken power and has
organiscd a planned economy it is not able to suppress commodity production completely because
output is not yet high coough to cover all social needs. If it tries to do this antificially, commodity
production (with some “private” monetary standard) will re-emerge spontancously from universal
rationing, indcpendently of the will of the “associated producers™#. Commeodity production will
therefore still prevail in the realm of consumer goods. Economic automatism will not reproduce
“socialist” relationships in socicty; state coercion will be necessary to correct that. And we will
therefore have a society in transition between capitalism and socialism, characterised (like the Soviet
Union) by the basic contradiction and combination of a non-capitalist mode of production and
essentially bourgeois norms of distribution®®, It is no morc capitalism, because there is no universal
commodity production, no capitalist competition, no capital accumulation, no laws of motion of
capital. It is not yet socialism, because there is still partial commodity production, not yet universal
production for use, there is still money, there are still social conflicts, and there is still a state.

Kidron could object: “1 admitted that there might be transitional form in distribution, didn't
I?7 But what about control over production?” Unfortunately, it is not possible to separate
production and distribution in such a mechanistic and total way. 1f bourgeois distribution norms
still reign, there is still some incquality of income. If there is still inequality of income, some social
tensions subsist (the more so the more backward the country is from the outset, or the greater this
inequality), and the statc is still necessary and cannot wither away. True, if the state is administered
by the workers themselves, this role of arbiter will function in the general direction of greater
equality; if it is administered by a privileged bureaucracy, it will arbitrate in the sensc of maintaining
and consolidating these Mfﬁﬁ""“ of income. But the mevitability of social tension and the survival
of the state correspond lo survival of precisely these bourgeois norms of distribution, which in
turn reflect precisely the degree of development of the productive forces: insufficient for am
immediate and general introduction of free distribution of goods and services. And the concrete way
in which the economy will be managed will again depend at least partially upon the effects which
the cxisting moncy economy and ineyuality of income will have on the activity and consciousness of
the producers, on their class cohesion and political involvement, elc., etc.

if this is so, such a society stll has the need for accumulation (not of capital, of course, but
use-values in the form of equipment, etc.). The division of the social product between consumption
and accumulation remains a problem, creating new social tensions. Whether there is workers control

or bureaucratic t will make a lot of difference in the way this problem is solved; but it
cannot make the m disappear through magic. And all these problems and jons are nei
those of a socialist society, nor those of 2 capitalist society, but precisely those .of a society in

transition from one to another (in the larger historical sense of the word, like Marx and Lehin
characterised it: “the epoch of the dictatorship of the proletariat”, which is most certainly not the
epoch of socialism).

_Of course accumulation will not be “blind” (it is not in Russia either). But external compulsion
will still very much be with us (except if one assumes simultaneous revolution in the whole world)



and will lead to new distributions and allocations of the social product (not only between consumer
goods and investment goods, but also between them and weaponry). And this will again create many
problems, and increase social tensions all around.

So a socicty in transition from capitalism to socialism, far from being a mere “verbal
convenience” of Mandel's, is a basic historic category which maintains its fundamental significance
for the whole cpoch of world revolution. That's what was built in Russia by Lenin and Trotsky.
That's what still will subsist in the Soviet Union when the working class will have overthrown the
parasitic rule of the bureaucracy, through a political revolution, and when it will have restored full
Soviet democracy. That's what we shall have to build, when the workers take power and establish
“genuine workers control”, in any country of the world tomorrow. That and not fully fledged socialism
and “production for use” without commodities, money, at state and—alas—weapons. Anybody whe
promises otherwise is only creating meaningless illusions among workers, which will cause havoc and
deception when reality exposes them. “A society in transition between capitalism and socialism (i.e.;
the historical epoch of the dictatorship of the proletariat, under whatever form this may appear) doesn't
exist”, thunders Kidron. “A society of transition between capitalism and socialism, i.c., nationalisa-
tion of all means of production under workers control, democratically planned economy, but still with
commodity production of consumer goods, with the survival of money, with foreign trade and with a
workers army as long as the threat of strong bourgeois states subsists: that’s the only thing we can
build immediately, when we overthrow capitalism tomorrow”, revolutionary socialist workers in
Britain will answer,

If Kidron wanted to be consistent—but can one ask an adherent of the thcory of “state
capitalism” to be consistent?—he would have to reply to them: “Back with you, sons of Satan! You
want to entice me to build not a socicty in transition between capitalism and socialism— because such
a society doesn’t exist—but state capitalism. This I will steadfastly refuse. 1 will tell you-that you are
unable to overthrow capitalism anywhere, anytime, as long as it is not overthrown in all countries
simultancously, as long as there is compulsion to accumulate and to manufacture weapons. For
socialism can only be born by one stroke, or it won't be born at all”. Will Kidron dare draw this
nltimate conclusion from his irresponsible denial of the existence of a society in transition between
capitalism and socialism, and dare tell the British workers they should wait before overthrowing
capitalism even if and when conditions for this overthrow would be most favourable in their country,
till they can do it simultaneously with the Amecrican and . . . the Soviet workers, lest they get

themselves entangled unwittingly in the building of “state capitalism”? We bet that he would not
retain followers with such a defeatist statement.

The politics of “state capitalism™

Kidron might shrink back before this ultimate conclusion of his thinking but it is its logical
conclusion. It shows the uselessness and danger of the theory of "state capitalism™ for the working
out of a revolutionary strategy in the present world. : _ :

If one starts from the assumption that capitalism to-day reigns supreme not only in Russia, but
also in Yugoslavia, Eastern Europe, China, North Vietnam, Cuba—an assumption, incidentally,
which you won't find a single capitalist in the world sharing—then it follows that world capitalism
is to-day stronger than it ever was before in history. Then capitalism has ushered in a new and
sensational phase of universal development of the productive forces, above all in backward countries
like Russia and China, much more impressive even than anything Marx described for 19th century
capitalism. Then Trotsky was deadly wrong with his theory of permanent revolution, and his denial
of any possibility for capitalism to solve the historic tasks of the bourgeois revolution in under-
developed countries. Then any suggestion that there is a “world crisis of the capitalist system"” can
only be so much empty talk. =

 In the best of cases, we would just be fuced with intensified international competition between
two imperialist blocs, which eventually could lead to war, but with which revolutionists could have
nothing to do. And it then [ollows that there do not exist to-day any objcctive conditions ripe for
socialist revolution, anywhere in the world, as long as capitalism continues its triumphant march
forward. Only after some major breakdown of the system (perhaps after a war?) could such a
possibility arisc. Strangely cnough, a consisient “state capitalist” would thus arrive at a very similar
conclusion as a pro-Moscow CPer (the pro-Peking CPers will in good time arrive at the same
conclusion 100): socialist revolution is not on the agenda anywherc just now.

_The strategic conclusions which follow are concrele and very deadly. Kidron himself has
spelled them out at least for two of the three sectors of world revolution. )

In Western Europe, basing himsclf on his assumption of capitalism triumphant, Kidron, as
late as 1967, while recognizing that some slowdown of growth would probably occur, saw as the only
possible strategy for the working class movement the perspective of . . . “mass reformism™ from
below®, We, on the other hand, understanding, we believe, much more correctly the structural crisis
of the world capitalist system, could make the prediction that notwithstanding the temporary increase
in the rate of growth of the Westorn cconomy in the fifties and the carly sixties, this remained a
deeply crisis-ridden system, in which periodic social explosions, which would put the revolutionary
conquest of power on the agenda, were unavoidable®!. The French May 1968 events have shown
who has been right and who has been wrong in that respect, and what Kidron's analysis objectively
Jeads to: to furnish a theoretical apology for all those reformist and neo-reformist tendencies in the
Western labour movement—to start with the French CP!—who all claim that no more than a defence
of workers' real wages and the like is possible to-day.
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For the colonial and semi-colonial countries, Kidron's medicine is an even more bitter one. As
the colonial revolution can only lcad to capitalism in one form or another—a current exercise of the
British adherents of the “state capitalist™ theory is to explain even the cultural revolution in China by
reference to the need “to step up capital accumulation™; presumably, if tomerrow, after Mao's death,
most of the decisions of the “cultural revolution™ were reversed, the same explanation would then be
given for the reversal. We had better stop chattering about “permanent revolution™. Anybody who
comes to power there, including through a popular uprising, can only submit himself to the laws of
competition of the world market. As these laws evidently play against the poor countries (and poor
classes), workers and poor peasants in these countries can only expect higher burdens, nothing else.
It suu{-ds unbelicvable, but that's exactly what Kidron has to say about the perspectives of the Ceylon
“Irotskyists"*:

“Ceylon is poor. She is terribly dependent on the export of plantation products, primarily tea,
whose prices are steadily falling. Unless she can break into new export markets for manufactured
goods, she will simply become poorer.

“Exporting new goods is not easy, particularly in competition with speculators like Hon
Kong, Taiwan and Singapore and it is made less easy by Ceylon’s relatively high level of suciag
welfare cxpenditure . . .

“If the transition is 1o be made at all —andit is undeniably necessary—productivity will have
fo be jacked up and wages held down. There is no alternative. All the LSSP can hope for is that
the workers will make the sacrifice willingly.

“This then is their dilemma: they are a working-class party in theory yet much of their policy
is directed at making palatable the sacrifices they intend demanding from the workers, they are
ostensbily a socialist party, yet much of their programme is concerned with making Ceylon com-
petitive in a capitalist world.

“It is a cruel dilemma, and one that can become only crueller as, and if, the left-coalition
implements its economic programnfe. For as they do so they must become increasingly isolated—
foreign capital will put on the squeeze, the coalition’s small business allies will take fright and the
anti-coalition left will nibble successfully at their working class support™ (Socialist Worker, July 3,
1969—our emphasis).

If all this were true, one should have to draw two conclusions. One that it is useless to try
today to make a socialist revolution in Ceylon; things could only become worse, and a socialist
should limit himself to fight for modest democratic and economic reforms, postponing “‘revolution”
till some better age. Second, that it would be utterly irresponsible to condemn, not only the reformist
LSSP of entering a bourgeois coalition government, but also and above all the various reformist
CPs of supporting national bourgeois governments (as the Brazilian, Iraqi, Persian, Indonesian CP§
have done and the Indian CPs are doing now, one knows with what magn#ficent results!) Becausg
they had no more choice than the reformist LSSP, and wasn't it preferable, after all, to have the

capitalists do the dirty job of squeezing the workers' standard of living themselves, rather than do it
for them under the false signboard of *‘socialist revolution™?*

So Kidron's politics lead to utter despair for a revolutionist. No revolution possible in the
West; no revolution possible in the South; as for the East, insofar as the “objective conditions™ are
{imilar either to the West (in Russia, Czechoslovakia, East Germany) or to the South (China,
Vietnam, etc.) why hope for revolution there? The only place to withdraw, for a revolutionist, in
Kidron's universe, is to the study, where intelligent commgntary can be made about the failures of
past revolutions and perspectives of new ones, in the 21st century. The members of “International
Socialism” shiould ask themselves whether that’s what they joined their group for.

No wonder that Kidron scolds us for “shifting easily” from urban workers to “third world”
peasants, to “students as the revolutionary focus™ (p. 35). If world revolution is some vague

for asdistant future, then of course the only thing to do today would bz—outside of studying—
to involve onesclf with the day-to-day economic struggles of the workers, meanwhile preaching
socialism, as good social-democrats did around 18%0.

But if world revolution is seen as the main reality of our epoch, drawing larger and larger parts
of mankind T its orbit, s a result of the world crisis of the capitalist system, then the objective
shifts of the process—whose main epicentre did pass in fact during twenty years (1948-1968) from
Western Europe to China, Vietnam, the Arab world, Cuba, Bolivia, etc—must be followed and
evaluated with the greatest care, and the fact that the students did trigger off a general strike and
revolutionary struggles in two industrialized countries, France and Argentina, within the same year,
should be given all the importance it merits. This does not destract from the concept that the
industrial proletariat remains, on a world scale, the decisive social force to overthrow capitalism and
build a socialist world. But it leads back to the Leninist concept of “What is to be done?”, that a
truly revolutionary organization can only challenge Capital’s power—here on a world scale, and not in
the framework of Russia—if it succeeds in integrating and orienting towards sccialism all objectively
revolutionary demands and movements of other social layers, be it “third world peasants™ (near]y
two-thirds of mankind by the way)—students in revolt.

The inconsistencies of “state capitalism™ do not stop there. The adherents fo “state capitalist”
theories were at least consistent when they refused to back North Korea and China against American
Imllminlhsxu:mwan why back one “imperialist camp™ against the other? Now, all of a
5 they back North Vietnam and the South-Vietnamese Liberation Front (the nucleus, pre-
sumably, of the ‘bureaucratic class’ which is going to extract tomorrow the last drop of surplus-value
from the South Vietnamese labourers under the “state capitalist” system they are busy establishing):



What has happened? Isn't Russia “state capitalist” or “imperialist” any more”? Has China ceased to
be “state capitalist”? Is the conflict no more a conflict between two “imperialist camps™? Have the
South Vietnamese communists suddenly more “choice” than the “tropical trotskyists” in Ceylon”
Could they—God forbid!—actually lead a socialist revolution and build a society “in transition form
capitalism to socialism”, instead of state capitalism? One can’t make head nor tail of this “logic".
Here all the inconsistencies of the theory of “state capitalism™ are revealed quite nakedly™.

Let us add that Kidron's dilemma for the Ceylon trotskyists (and revolutionists in the
backward semi-colonial countrics in general, at that) does not make much sense from an economic
point of view either. Kidron assumes that the “terrible dependence™ of Ceylon on the capitalist world
market is somehow the result of that country’s poverty and backwardness; but couldn't it be
conceived as the origin rather than the consequence of that poverty? What does Ceylon (or rather
ihe Ceyloncse capitalists aml foreign plantation companies) receive in exchange for tca, rubber and
coconut cxports, and what do they do with these results of unequal cxchange” Do they use it for
industrializing the country? Only 1o a small extent. Don’t they rather import a lot of consumer
goods, to begin with foud? Couldn’t most of these consumeér goods, to start with food, be produced
in Ceylon itself? Isn't there a tremendous reserve available for this, half a million unemployed plus
all the underemployed able-bodied adult men (not to speak about the unemployed adult women)?
Shouldn’t this underemployment of the nation’s resources be viewed as one of the main roots of
underdevelopment too? Shouldn't the enthusiasm of the population be mobilized for these productive
purposes, rather than for having them “accept sacrifices in their standard of living”? Couldn’t this
“labour investment” under conditions of socialist democracy (i.e., majority consensus and workers
control) lead to an increase in output, where increase in the standard of living could go side by side
with increase in investment (in fact, isn't that the economically optirmm solution, i.e., the one which
guarantees fastest economic growth)? Wouldn't the main condition for such a “take-off” be the
expropriation of foreign and native capital and the establishment of a state monopoly of foreign
trade and isn't the trouble with the reformist LSSP that it can achieve this neither in alliance with
the bourgeois SLFP nor by clectoral means? Couldn't Ceylon answer an economic blockade by Britain
(if it came about) like Cuba did, by ecxchanging rubber, tea and other goods for Russian,
Czechoslovak and East German industrial equipment? Couldn’t the administration of the tea estates
by the Tamil workers, and the subsequent rise of their standard of living, create tremendous
sympathy and enthusiasm Yor a Ceylon workers and peasants republic among the starving,
downtrodden but politically already alert or even radicalized population of South India and Bengal?
Couldn't a victorious Ceylonese revolution become a powerful factor for triggering off a revolution
in India, which would be one of the most important and far-reaching upheavals in the history of
the human race? That is the answer to Kidron's dilemma, which any revolutionary marxist could
have mapped out to him. If he himself hasn't found it, it is not because of lack of intelligence, but
because the theory of “state capitalism™ makes him colourblind to the real problems of world
revolution today and their answers.

Under these circumstances, one cannot be surprised that, faced with the accusation of “crude
philosophical idealism™ hurled at us by Kidron we are not at all upset. Yes, in our view marxism
does imply that Ceylonese revolutionists have a choice today, and that “capitalist exploitation and
accumulation™ does not fatally flow there from a certain set of economic circumstances. Yes, in our
view, the tragic lack of understanding by the leadership of the Bolshevik party, in the twenties, of
the problem of bureaucratic deformation of the workers state, and of the means to fight it till a new
upsurge of world revolution came about, was the main cause of Stalin’s conquest of power, and not
any economic fatality against which there was no avail. Yes, we are not “economic determinists” in
Kidron’s way, which is really Kautsky's and Otto Baeur's tradition, excluding revolutiopary party
as a determining factor of history, anywhere, any time. To be accused of “philosophical idealism™
by such a fatalist cannot but confirm us that we are right.*

After all, some people, before Kidron, thought that socialists in a backward country had no
choice but to act as a benign opposition to capitalists, because they thought that whatever one did,
capitalism was on the agenda in that country (as long as it would not have been overthrown in all
or most of the industrially advanced countries of the world). That's why these people were furiously

to the October revolution, which they called a “voluntarist adventure”™, inspired by “crude

ical idealism”. That’s why they proclaimed triumphantly, as early as 1920, that facts had

them right, and that “capitalism” (some actually said: state capitalism) existed in that country.

name of that country was Russia, and the people were called mensheviks. They are Kidron's
models and inspiration, whether he likes it or not.

August 10, 1969 Emest Mandel.
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MNOTES
Michael Kidron, "Mjginot Marxism: Mandel's Economics”, in “International Socialism™, April-May, 1969.

2, Capitalism is the transformation of labour power into a commaodity and of means of production into capital,

3

. “Capital exisis and can only exist as many capitals, and its self-

which means that lh:i.' have to become commodities too.
“Objects for use only become commodities because they are products of private labours, conducted
independently from each other. The complex of these private labours constitutes global labour, = As
the producers establish social contact only starting with the exchange of the products of their labour, the
specific social character of their labours appears only threugh this exchange” (Volume I, chapter [, p. 39—
“In order that these objects may enter inio relations with each other as commodities, their guardians must
place themselves in relation to one another as persons whose will resides in these objects. . . « must,
therefore, mutually recognize cach other as privatz proprietors” (Volume I, chapter II, pp. 30-31}—"In
the existence of ihe product as commuodity, determined historical conditions are cmbedd:rf In order to
become a commodity, the product couldn't be produced 25 means of immediate subsistence for the producer
himself. 1f we would have pursued our investigation and asked: ‘Under what conditions do all or even
the majority of products take the form of commodities?’, we would have discovered that this
only on the basis of a very specific mode of production, the capitalist one” (Volume I, chapter IV,
p. 132—"The transformation of a sum of money in means of production and labour power is the first
movement which a guantity of value passes through, if it has to funclion as capital. This takes place on
the market, in the circulation sphere. The second phase of the movement, the production process, i
finished as soon as ihe means of production are transformed inte commodities, w value is greater
than the value of their component parts, and thus contains the advanced capital plus surplus-value. These
commodities must then be thrown back into the circulation sphere” (Volume r‘!th rt, preface lo chapter
XXI, p. 527). All references are to the German edition of “"Das Kapital™ of Karl Marx, edited by Engels
(#h printing, Hamburg, Otio Meissners Verlag 1921), and have been translated by us.
“This absolute drive (Trieb) of enriching himself, this passionate chasing after value, is common to both
the capitalist and the hoarder, but while the hoarder is but a mad capitalist, the capitalist is a rational
hoarder. The indcfatigable increase of value, which the hoarder tries to attain through salvaging money
oul of circulation, the more intelligent capitalist realizes it by throwing money again and again into circula-
tion” (Volume I, chapter 4, p. 116—"Commeodity production presupposes commedity circulation, and com-
modity circulation presupposes the representation of commodities as money, manelary circulation; the
duplication of commodilies in commodities and money i a law of the appearance of products as com-
modities. In the same way capitalist commodity production presupposes—irom a social as well as from an
individual point of view—capital in monetary form or monetary capital as primus motor for each mew
beginning business, and as a continuous motor. . . . The whole advanced value of capital, ie., all com L
parts of capital, which are composed of commadities, labour power, labour means and uctive
material, must constantly be bought by money and bought algam. hat is true here [or individual capital,
is also true for social capital, which can function only in the form of many individual capitals™ (Volume II,
chapter 18, p. 328)—"Money is the form in which each individual capital {abstraction made of credit)
must appear, in order to transform itself into productive capital, this follows from the nature of capitalist
production #self, in gencral from commodity production™ fih-idcm.J: 332, for source, see note 3),
clermination appears therefore as inter-
action of these many capitals on each other,” (p. 317—"The concept of capital im lics that the object
conditions of labour—and these are its own products—become embodied in con rontation with labour
{literully - take up a personality in confrontation with labour, E-M.), or, which is the same, that they are
e as properly of a personality alien to the worker. The concept of capital implies that of the capitalist™
. 412—Karl Marx: “Grundrisse der Kniuk der politischen Ockonomieg, {Rohentwurf) 1857-1858", Dietz-
Verlag, Berlin 1953 our own translation.

. “The specific cconomic [orm, in which unpaid surplus labour is pumped from the direct producers, deter-

mines the conditions of domination and submission (Knechtichaft) as they emerge directly from production
itself, and react in ils turn in a determining way upon production” (Volume 111, chapter 47, p. 324 of "Das
Kapital”, source as in nole 3)

. Marx made the point, in scveral parts of “Capital”, and in “Theories of surplus-value”, that real W;E:
pi

are higher in the capitalist countries with highsr productivity of labour than in the less developed ca
couniries. As for Marx the reserve army of labour is the regulator of wages, this implies that there is
no absolute decline of labour forescen by Marx, when cngil:!:ist industrialization unfolds. The movements
of accumulation of capital can produce several tesults: absolute increasc of labour accompanied by relative
increase (in comparison to the mass of production and the mass of capital);, absolute increase accompanied
by relative dechine; and absoluie decline accompanied by relative decline, The first case (which implies a
decline in social productivity of labour) is exceptional under conditions of industrial capitalism, and so is the
third one, characteristic for periods of primitive sccumulation of capital; the second case is the more
COMMOon one.

. Karl Marx, Theorien ober den Mehrwert, 2er Band, pp. 267-8 (2Znd edition by Kautsky, Stutigart, Dictz

Verlag 1910}

. Karl Marx, Das Kapital, Volume 111, chapter 15, pp. 236-7 in the edition indicated in note 3.
. There is of course one peculiarity of arms produciion which we stressed in “Marxist Economic Theory™:

the fact that its products do nol enter the enlargad reproduction process, as they arc niether means of
production nor means of consumption, and reconstitute neither constant capital nor labour power. But
capital invesied in the arms sector is part of total social capital; ils profits enter the accumulation process,
exacily like any other nriill; and ils own organic composition of capital enters in the determination of
organic composition of global social capital, hence in the determination of the average rate of profity
cxactly like any other capital.

In his book “Western Capitalism since ths War" (Weidenfeld & Nicokon, London 1968, pp. 46-T), basing
himself on writings of von Bortkiewicz and_Sraffa, Kidron tries to explain the “drain” pature of arms
production by equating them 1o “luxury rjoods”, He forgets that by the Marxist definition of Juxury
these are bought by the mom-accumulated part of surplus-value. So what we have here is a rrhct
principis. 1f the non-accumulated part of surplus-value grows, accumulations slows down and, it)
ihe eifects of all laws flowing from increased accumulation: that's what be wanted to prove from the
start. But is arms pm-duru'.un indeed paid for by the “non-accumulated” part of surplus-value? What
intcrest has the captalist class in suddenly slowing down accumulation for a quarter of a century? Has
arms production actually resulted in a slowdown, or has it rather led to a speed-up of accumulation? And
if it has resulted in a s p, how can one then present arms as “luxury products”? These questions show
that Kidron's analysis of arms production does not hold water. : ; ;
This Kidron does not want to admit, because he labours under the impression that there exists not a
but a mrm?- of capital. The “proof” he produces is the high rate of interest, i, high demand
or money capital. 1{ conjunctural factors—as those which exist in the USA in 1968-9—are abstracted
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from the general rise of interest rates during the last decade is a result of inflation and not of scarcity of
tupital. When secular_ inflation—which Kidron could have linked to the weight of arms production,
among other things—becomes a permanent feature of the economy, the interest rate is composed of two
facturs: the “price” of loaning money capital plus an insurance premium to offset annual losses of purchasin

power of the currency. When this premium is evaluated at 3%, then the ”lpriu:" for loaning money capi

is much lower than it appears to be. Evwidence for the plethora of capital can be found (1) in the mowve-
ment of capital export from the main imperialist powers, which is today stronger than ever before; (2) in
the high rite of self-financing; one of the striking changes of todays monopoly capital as compared to
monopoly capital in Hilferding's and Lenin's description (a change which we noted and explained in
“Marxist Economic Theory”). Incidentally: inflation can increase the demand for money capital side by
side with the existing plethora of productive capital. As capitalists big and small dont want to hold
cash, :hﬁy buy up all kinds of “real values™, and have an infercit to do this on credit as far as possible.
Thus inflation creates crodit expansion, which in turn feeds inflation. Whether this leads to a scarcity of
productive ca ital can be studied in the annual reports of the big corporations. Do they have difficuities
in selling stocks and bonds? Can't they finance important expansion projects due lo Jack of capital, etc.,
etc.? Posing the clucsﬂ-:m is answering it The excess productive capacily in key seclors of industry is the
teal basis of this plethora of capital.

The 18691919 from “Historical statistics of the USA, from colonial times till 1957"; the %ﬁ
1919-1 from “Long Term economic growth 1860-1965 (US Department of Commerce, Wa 1
In “Marxist Economic Theory” we have clearly indicated the counter-acting {endencies, which down

and, momentarily, even reverse the tendency for the average rate of profit to decline.
Cf. Baran-Sweezy: Monopoly Capital, pp. 372-378, Monthly Review Press, 1966, New York. :
We have already indicated elsewhere a very telling example: when the Mobutu regime of Congo mation-
alized the Union Minitre du Haut-Katanga and mfkd om compensation on the basis of the net boek
value of m}:, the gentlemen concerned cried out like w animals: “But our assets are worth three
times as much. . . "
West German figures “Zeitschrift fiir allgemeine und textile Marktwirtschaft®, Heft 2, 1968—The British
figures are not completely comparable, because till 1965 they express the relation between net profits
(E;o;ss profits less depreciation and taxes) and net assets, whereas the post 1965 figures deduct financial
charges too from gross profits. The difference is however less than 1%, and therefore cannol change the
neral trend.
Eﬁ ];:s;u;cially “The Economics of Neo-Capitalism®, published in the “Socialist Register”, 1964, London,
erlin Press.
Slepﬁed up capital accumulation can be explained i1 Germany, Italy and Japan, the three. countries with
the highest rate of growth for the period 1950-1965 among the major imperalist powers, essentially as a
result of a sudden upward push in the rate of surplus-value. Reconstruction of the ruined economy
increased profit and productivity of labour rapidlr, whereas wages lagged behind, as a result of the large
mmrplm of I:lbl_:ur (from Japanese and Italian agriculture on the one hand, the strong influx of East German
ugees on the other hand). - : : ;
Kidron denies that there has been a decline of world trade in relation to total industrial production, and
states that “trade in manufactures has . . . gone up twice the rate of output since 1948 (p. 34). He forgets
that there was a tremendous drop in the relation: lrade in manufacturers/output of manufacturers for the
capitalist countries after the 1929 slump; that the -1929 relation was reached again only in 1965; that
the pre-1929 relation was in itself lower than the 1913 relation; and that the 1965 figures are strongly
inflated as a result of the expansion of trade inside the European Common Market (which, at least
partially, resembles the trade inside the United States more than niernational trade). A which
verifies itself for more than half a century is surely a historical tendency, even if it is reversed for four
years,

. Imporis from capitalist countries fell from 0.7% of the Soviet Union's national income in 1940 to 0.5%

in 1950, after that slowly to rise to 1.2% of the national income in 1959 and 1.5% in 1964. These figures
don't tell the whole story though, for a large part of these imports come from semi-colonja] coyptries
which have an average productivity of labour much lower than that of the Soviet Union and can then
neither “encroach™ mor “wound” anything inside the Soviet ecomomy. Imports from advanced capitalist
countries have till now remained consistently lower than 1% of the Soviet Union's national income.
Kidron alleges that the planners ensure growih by a flow from low-productivity to high-productivity sectors,
and equates this with the flow of capital from sectors with low profits to sectoms with profits. He
seems to forget that in a capitalist economy, it is not physical productivity of labour, but profit-
ability of capital (through the prism of the market) which directs the flow of resources from ome seclor
to another—and that both parameters by no means automatically coincide. Unlﬂl‘m:llhf he has thereby
siressed another qualitative difference between the Soviet economy and a capitalist economy, instead of “dis-
covering™ a simile. Just in passing: doesn't Kidron believe that in a socialized, or even a socialist economy,
resources will also have to Bwnﬁ'om low-productivity to high-productivity sectors, inasmuch as economic
growth is still needed? Doesn't this indicate the basic similarity between the Soviet cconomy and amy
cconomy in the epoch of the dictatorship of the proletariat, after the overthrow of capitalism, in whatever

rt of the world this occurs? . . .

ot, of course, maximizing accumulation. We showed in “Marxist Economic Theory™ that the Maximum
rate of accumulation never leads to the fastest rate of growth, also some “fresh” thinking which escapes
Kidron's attention. o
Cf. Oscar Lange and Fred M. Taylor: “On the Economic Theory of Socialism”. e
The economic rationale of central planning as against “individual profitability” of the factory lies in the
fact that the optimum combination of mational (or international) resources gives a higher economic result
{whether counted in net revenue or in economy of labour-time) than the sum total of the optima achie.ed
on a factory level. ;
A few recent Soviet articles referring to these debates can here be mentioned: V. Komin: “Economic
Reforms and Tasks in Further lmproving Price Formation”, in "Planoveié Khoziaistvo”, 1968 nr. 4 V,
Lisitsyn and G. Popov: “On administrative cadres”, in “Planovoié Khozigisivo”, 1968, or. 5; E, G, Liberman
and Z. Zhitnitsky: “Economic and Administrative Methods of Managing the Economy”, in “Planovaid
Khozigistve"”, 1968, nr. 1, etc.
Ci, The outcry and near-open revolt of the Yugoslav workers since 1968 against the results of the “economic
reforms™, especially in the form of increased unemployment, increased inequality of income and i
encroachments by managing bodies on the workers® rights. ;
In fact, there have been “transitional societies” between all major stages of man's history. Cf. George
Movack's excellent article in the November-December 1968 issue of “International Socialist Review™.
In “Marxist Economic Theory™ we analyzed for the first time (except for the contribution by Preobrashensky,
essentially geared however to the problems of an underdeweloped agrariap country) the concrele process of
withering away of commodity production, in the course of building a socialist economy. One would have
::tpmen:r some comments of Kidron's on this example -of “fresh exploration”.
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Kidron eagerly picks up our remarks about unsold stocks in the Soviet Union to show that overproduc-
tion, after all, exists in that country. He doesn't understand that from a parfial survival of commodity
tion, partid] overproduction would emerge inevitably, as we correctly predicted already in the fifties,
i that the whole difference between capitalism on the one hand, and petty commodity production or
sociely in transition between capitalism and socialism on the other hand, lies precisely herein, that in the
first case, generalized commodily production leads “by natural law” to generalized overproduction, ie.,
o perindic decreases in investment, in income, in output and in employment in the ecomomy as a whole,
whereas under partial commodity production this is not the case, no more in medieval Ialy than in today’s
Russiy. Here nolwithstanding unsaleable stocks in various sectors of consumer goods, global investpent,
income, output and employment don't interrupt their continuous growth. Kidron has again, unwittongly,
clarified a major qualitative difference of Soviet economy and of capitalism, instead of the simile he
thought 1o have discovered.
Michacl Kidron: “Western Capitalism since the War”, pp. 147-8.  Kidron's prescription was based upon
the assumption of permanent full employment. Once this is eroded, the resistance of workers of individual
factories or firms ngainst the increasingly centralized determination of real wages has no chance of success.
See our article: “Line stratégie socialiste pour 1'Europe capitalisie”, in “Revue internationale du Socialisme”,
Mo, 9, mai-juin 1965, : 1
Kidron should have been at least objective enough to tell his readers that afler entering a coalition govern-
ment with the bourgeoisie, the reformist LSSP was cxpelled by the Fourth International, while a minority,
the LSSP (R}—which has the secretary of the strongest Ceylon trade union in its ranks—maintains the
continuity of revolutionary marxism, ie., trotskyism, in the island.
Incidentally, this conception equals a rehabilitation of Stalin too. The poor fellow had obviously no
choice—no more than the reformist LSSP—but to industrialize Hussia at the expense of the workers’
standards of living. And the alternative programme of Trotsky's Left Opposition? So much “philosophical
idealism”, undoubtedly. . . .
We could continue the tale. The same issued of “International Socialism™ which publishes Kidron's “arficle
contains an excellent report by lbrahim Ali, which end: with the following sentence: "Only a revolutionary
and internationalist solution is capable, nut only of solving the Palestine problem, but all other problems of
social and pational emancipation in the region”. We fully agree. But ler Kidron explain why “developed Arabs”
can solve all (1) their s:l:h;'inliupmhlcms through a socialist revolution, while “underdeveloped Ceylonese™ cannot.
Let the editurs of “International Socialism” explain why what iy true for the Arab revelution, Eastern sector,
was not applicable to the Arab revolution, Western scctor (1.c., the Algenan revolutiont Wouldn't it then have
been necessary to give the Algerian armed struggle against French imperialism the same kind of critical support
“International Socialism” is giving today the Palestinian guerillas? And wouldn't it have been necessary to try
and g&h the M‘Fﬁm revolution forward 1o a socialist revolution, exactly like Ibrahim Ali proposes today to
the Palestinians?
Even on this very minor guestion Kidron cannot keep his categories clear, “Philosophical idealism™ 5 a
doctrine which affirms the primacy of spirit {mind) over matter, the first creating the second When we say
that the individual unconscious stil] harbours echoes from the “communist part™ of 7K} years ago, we don't
imply thereby that instincts or ideas “create” material conditions; we simply assume that they can linger on
after the material conditions which gave birth to them have disappearcd. This stalement has therciore
pothing to do with cither philosophical or historical idealism, bt is an elemealgry truth of historical
materialism, conceived in a dialectical way. Doesn't Kidron know that the peculiar ideas of the Catholic
Charch, out of material conditions of leudalism, stll have a powerful impact a thousand years afler
their formulation? Doesn't he know tha{ superstitions born from material conditions, which have dis-
appeared for many more centuries also lipger on? Why is it then so difficult to conceive that some of
the elementary cusioms of social solidarity and cooperation, born under tribal communism, snd main-
tained in the village community, could still strongly affirm themselves today? Perhaps because Kidron's
way of thipking is narrowly mechanistic based upon vulgir determinism, where everything flows auto-
matically [rom cconomic fatality?



4.The Inconsistencies of Ernest Mandel

Chris Harman

Anv attempt to ‘examine the economic
basis of the theories of International
Socialism” and to ‘demonstrate . . . 10 fact
the Menshevik theories of International
Socialism lead to a very bad political prac-
tice’ would merit attention in this journal.
When the author of such an attempt has
been considered for many years the lead-
ing theorctician of the "Fourth [Interna-
tional’ and has also acquired a reputation
in certain circles as a ‘Marxist economist,
a serious assessment of his arguments can
not only enable us to clarify our argu-
ments, buf also to see to whal extent s
reputation is deserved. .
Thp:re are, however, two practical difficul-
ties in an overall assessment of Mandel's
pamphlet! The first is that the range of
points covered is so great as o prevent us
atlempting to deal with other _than _the
major ones, The second is that his criigue
is not of ‘the theories of the International
Socialism group as a whole’, It 15 a critigue
of one short presentation of these theories
in a review Mike Kidron; the books
and articles by Clill, Kidron and others
where our arguments are put fully are
only mentioned a couple of times in pass-
ing in Mandel's pamphlet. : )
However, by looking at the major points
on which Mandel takes dispute with us, the
basic untenability of his position can be
shown, together with the extent to which
he is forced into inconsistencies, distortions
and simple misunderstandings in order lo
defend it, and the overall shallowness of
his eritique.
The nature of capitalism PR,
The first central point in Mandel's criti-
cism concerns the nature of capitalism. He
argues that ‘Capitalism is a mode of pro-
duction in which generalised commodity
production unleashes a historic process of
accumulation of capital, which is in turn
a constant (if discontinuous) mgmv_-th of
commudity production, of production of
exchange values and of reinvestment
surplus value'? "The rationale of capital-
jsm can be understood only under condi-
tions of constantly expanding commodity
roduction, of a constantly expanding and
insecure market, and of firms, of producing
wnits, facing that anonymous market in-
dependently from each other and com-
peting for r and more profitable shares
of market. . . . But if we assume
generalised and constantly expanding com-
modity production we assume also the
ahsolule need to realise the surplus value
of these commodities, in order o accumu-
late capital.’

The argument is developed at some length
and the central idea is repeated, in difter-
ent forms, several times. far as it goes
it is a fair summary of a part of Marx's
conception of the nature of capitalism.?
But there is an odd omission. Nowhere in
the whole section of theé pamphlet dealing

with this question is there a single mention
of the working class or a single reference
to the wage labourjcapital relationship.
Now this is curious, For it was noi Michael
Kidron but Karl Marx who wrote “The
relation between wage labour and capital

determines the entire character of the mode,

of production’. And this is not an acci-
dental aside, Marx’s original starting point
was alienated labour, the situation in which
the products of man's labour appear as
independent ' forces, constraints on  his
activity. In its developed form this implies
the separation of the worker from control
»f the means of production, expropriation
of the actual producers, the creation of a
proletariat.

The significance of this omission will be-
come apparent later. For the moment,
however, let us look at the conclusion
Mandel thinks can be drawn from his
definition. He sees il as meaning that
commodities produced have lo be trans-
formed into money, and that therefore that
‘capital accumulation’, ‘the final money
form of capital' and ‘the capitalists thirst
for profits’ are ‘exsctly identical expres-
sions’. But this is plain unadullerated non-
sense. Thirst for profits is nol ‘synonymous’
with ‘the basic economic compulsion de-
termined by the structure of capitalist
society’. Thirst for profils existed, for in-
stance, among usurers in the ‘slave sociely
of Roman antiquity or in Chinese orientsl
despotism. So did the ‘final money form of
capital’. In neither case did they produce
systematic ‘capital accumulation’. What
Mandel is trying to say is that in capital-
ism as Marx describes it they are different
elements in an integrated ongoing system.
But if that is the case, it is difficult to see
the particular sin in describing them as
sacial and psychological mechanisms that
make the system function. Yet it is for this
that Kidron is subjecied to attack. What
really matters, of course, is whether they
are the only such mechanisms that pro-
duce the peculiar features of that system
as o to other historically existing
modes of production.

This ieads us to the central argument:
whether the capitalist mode of production
is to be defined by a system involving the
‘thirst for profit’ and ‘commodity produc-
tion' for a ‘constantly expanding and in-
secure markel’, or by ing else of
which these are but manifestations. Kid-
ron a that this something else is the
competition between rival owners of means
of production that forces each to try and
resist the inroads of the other by con-
tinually expanding the means of produc-
tion. This establishes a relationship be-
tween the different accumulations of alien-
ated labour making up the competing
means of production that defines each as
capital, and their owners as capitalists. It
also determines the dynamic of interac-

( Reprinted from International Socialism, Dec/Jan 1969/70, pp36-4 i

tion of capitalists with cach other and
with ,those who produce the means of
production so as to continually reproduce
on an enlarged scale, the competition,
Mandel's argument is that this cannot be
a definition of capitalism because:
| —The primacy of growth ‘is not only
true for capitalism’. He instances the “tre-
mendous process of growth' of the fourth
millenium BC and ‘the tremendous econ-
omic growth' that would occur under
socialism. Yet, in fact, neither of these
actually refers to a situation in which there
was a ‘primacy of growth' in Kidron's
terms, thal is, a system in which growth is
compulsive. Rather each refers, even ac-
cording 1o Mandel, to ?rt‘r‘r\"lh that occurs
as a result of historically contingent fac-
tors. In fact even Mandel is unimpressed
by his own argument here. For 11 pages
later he writes: ‘this urge (to accumulale
capital) is typical only for the capitalist
class under the concrete conditions of the
capitalist mode of production’.?
2 — More importantly, he argues that com-
petition alone cannot be the definition of
capitalism, because in the past there have
been societies competing with each other
{eg Rome and Carthage, Venice and
Byzantium) that have not been capitalist.
erefore, what counts 15 only competition
on the basis of ‘generalised commodity
production’, :
The trouble with this definition is that it
leaves the concept of ‘commodily’ as un-
problematic. This might not mattey if one
were dealing with small-scale capitalist
production with many competing firms ex-
changing all their produce on ch market,
With modern capitalism of the Western
sort, let alone with that which dominates
in countries like Egypt or Syria, this raises
immediate problems, For instance, what
happens when the capitalist produces for
the state? According to Lenin:
‘When capitalists work for defence, ie
for the government treasury, it is
obviously no-more “pure” capitalism,
but a special form of national econ-
omy. Pure capitalism means com-
modity production. Commodity pro-
duction means working for an un-
known and free market. But the
capitalist “working” for defence does
not “work" for the market at all's
Dr again, in a monopoly when the capital-
ist has a degree of contro] over his own
prices? As Hilferding has put it: ‘The
realisation of the Marxian theory of con-
centration — the monopoly merger — seems
to lead to the invalidation nfmrmrxim
law of value'®
The Commodity
Unfortunately Mandel does not even begin
to discuss these points. He continually re-
fers- to ‘generalised commedity production’
as essential to capitalism, t does not
begin to analyse what it means, He is so
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concerned to wry Lo show Kidron as deviat-
ing from the picture of capitalism that
Marx paints that he does nol see any
problems arising as capitalism itself begins
to deviate from Marx's picture, But pre-
cisely in order to understand how the sys-
tem we live under is the same as that ana-
lysed by Marx. one had to go beyond mere
surface definitions, s0 as (o see how the
form of commodity production may under-
go profound changes, become hardly rec-
ognisable, but the content remains the
same. In other words, what is needed is a
clear analysis of what commodity produc-
tion is, the analysis that Mandel does not
even refer to in his critique of Kidron.

Despite Mandels claim that he is only re-
ting what Marx wrote — ‘We only say:
H:.rx truly said this'* —he does not in
fact take up a f1:~:rint central 1o Marx's
whole analysis of commodity production:
which is precissly that the commodity can-
not be taken at face value, that ‘its analysis
shows that it is in realily a very ?u::cr
thing, abounding in metaphysical subtleties
and theological niceties'.® One of the most
important sections of Capital is after all
called ‘the fetishism of commodities’. The
commodity is not just a good whose char-
acter is clearly visible from the fact that
it exchanges with another good. It is a
reflection of a more deep-rooted character-
istic of social production. As society de-
velops, what is manifested on the surface
is the exchange of commodities. But
through this one recognises whal is be-
yond: the economic relations of produc-
tion.'* Marx's conclusion is quite clear.
“The reason why the products of labour
become commodities, social things whose
qualities are at the same time percepiible
and imperceptible by the senses' 1s ‘because
the relation of the producers to the sum
total of their labour is presented to them
a5 a social relation, existing not between
themselves, but between the products of
their _Bagfsuur' ‘As a general rule, articles
of utility become commodities, only be-
cause they are products of the labour of
private individuals or groups of individuals
who carry on their work independently of
each other. The sum total of the Jabour
of these individuals forms the aggregate
labour of society. Since the producers do
not come into social contact with each
other until they exchange their products,
the specific social character of each pro-
ducer's labour does not show itself except
in the act of exchange. In other words, the
labour of the individual asserts itself as a
part of the labour of society, only by the
relations which the act of exchange estab-
lishes directly between the products, and
indirectly through them, between the pro-
ducers.” 1 Marx argues that this process
forces the labour of the individual labourer
to have a two-fold character: on the one
hand it is concrete, useful labour of a
particular sori; on the other hand it rep-
resents @ portion of the total labour of
the whole of society. 'The different kinds
of private labour, which are being carried
on independently of each other . . . are
continually being reduced lo the guantita-
tive proportions in which society requires
them. . . .
What is central . for Marx's analysis of
commodily production then is that through
it the labour of individuals is related in a
quantitative fashion to the labour of all
other individuals with whom they enter
into social Pelations, not consciously, but
rather through the relations that come to
exist between the products of their labour.
This in_turn means that the production
process itself is determined by factors out-
side of it, that is, by the relation of iis
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costs to that of production taking place
elsewhere, There 15 ‘regulation of mutual
production by the costs of production .
the product is related to itself as a realisa-
tion of a determined quantity of peneral
labour, of social labour time’'' For the
particular commodity producer this means
that his methods of production — his par-
ticular relationship with nature and other
men in the ﬁeloducﬂun process — has con-
tinually to changed as there are un-
planned and anarchic changes in the
methods of production of all other pro-
ducers. This commodity production be-
comes capitalist production when labour
power, the capacity for performing labour,
as well as the products of labour, becomes
a commaodity, the price of which (ie wages)
is determined by the unplanned social in-
teraction between its exploiters that con-
tinually forces them to pay for it no more
than an historically and culwrally deter-
mined minimum.

We can sum up what we have been saying
up to this point: yes, capitalism is, as
Mandel argues, competition on the basis of
commuodity production. But to fully under-
stand it one has to go further and see
that what makes man-produced objects —
and above all labour power — into a com-
maodity is precisely competition between
producing units that has advanced to the
point where each is compelled to con-
tinually rationalise and rearrange its in-
ternal productive processes so as to relate
them 1o the productive process of the
others.

MNow if one examines why, say, the com-
petition between Rome and Carthage was
not capitalist, the reason is not just the
tautological one that it was not based upon
‘commadity production’, but rather that the
labour processes which the citizens (and
slaves) of Rome were engaged in were not
being continually transformed and rational-
ised 50 as 1o keep pace with such changes
in Carthage and vice-versa, The ‘social
relation” between the Roman and the
Carthaginian citizen established by the
competition did not continvally intrude
upon the actuwal act of production in this
way.,

On the other hand, one is now able to see
why, and in what sense, production where
commodities as defined by common-sense
fand Mandel) do not exist can be ‘com-
modity production’. In monopolies both
the goods produced at each stage in the
production process and the labour power
emploved are ‘commodities’ because in the
long run the internal organisation of the
labour process — ie, the number of goods
produced, the exchange relations between
different goods, the percentage of the total
social labour time employed in producing
them, the price paid for labour power —
is detefmined by its relationship to pro-
duction taking place in society ocutside the
monopoly. Similarly, with arms production
for the government; because there exist
complex and unplanned relationshi be-
tween the process of arms prnfu:linn
falbeit not ones arising from competition
between commodities on the free markert)
and the production processes for other
goods in society, commodity production
can be considered 1o take place. In bath
cases, the ‘law of value’— the complete
determination of production by its un-
planned market relation to production tak-
ing place elsewhere, is negated in a cerain
sense. Bul at the same time, it alone pro-
vides a necessary basis for understanding
how the production process §s in  faci
regulated. An object falling freely through
the atmosphere certainly does not fall at
32 feet per second per second; but o

understand how it falls one has to begin
from the law of gravity.

In an advanced capitalist society most pro-
duction is nol pure commodity production;
but ‘one can I:u:%in to  understand s
dynamic .through the law of value. There
15 a partial negation of the law of value,

but on the basis of the law of value itself.

The Stalinisi Staies

The argument about the nature of capital-
ism in general 18 a necessary preparation
for the discussion about Russia and the
other Stalinist states, For Mandel it is
settfled in advance that these cannot be
apitalist states of any sort because a pro-
ducing unit is, as argued previously, only
capitalist when its products ‘have to be
sold on the market”, ‘It 15 absurd to assume
that capitalist production was somehow re-
introduced because of “competition on the
world market” (ie, that the tail of 1 per
cent of output imported from and exported
to the vanced capitalist countries is
wagging the dog of the Russian acnnnm'],:l}.'
Mandel does not, however, stop at this
point. He feels the need fo go on and argue
his case in more depth. Rather than take
time to point to some of the limitations of
his argument here —for instance, the
crude empiricism implied in a mere quan-
titative estimation of the role of foreign
trade, without any examination of whether
at cerfain points the qualitative signifi-
cance of commoditiés obtained *by foreign
trade might have been much greater than
1 per cent 12 [after all, Magdofl has argued
persuasively that the very low proporlion
of US trade with the third world is of
central importance to the US economy)
merils some of the absurd conclusions that
must follow (which if Mandel does not
accepl, other ‘Trotskyists' do), that Cuba,
say, with the major portion of its produc-
tive resources devoted in the next five-
year period, as in the last one, to attempt-
ing to produce 10 million tons of sugar a
year to sell on the world market in com-
petition  with other sugar producers, is
engaged in commodity production and is
therefore capitalist, while Russia iz not —
we will analyse his arguments further,
Mot only is it not true, argues. Mandel,
that there is commodity production in
Russia, neither is there an urge to ac-
cumulate capital. ‘As we have said above,
it is 5:mpli; not true that all ruling layers
in history have had an urge lo pump more
and more surplus product oul of their
producers, And it is even less true that
they all have an urge to “accumulate
capital”., This “urge” is typical only for
the capitalist class under the mncmtiym
ditions of the caphalist mode of produc-
tion (universal commodity production and
private property of the means of produc-
tion, ie, the existence of several capitals,
ie, competition), Now the Soviet bureauc-
racy is oot a capitalist class. It does not
manage factories under conditions of uni-
versal commodity production. It is not in
the process of competition with other capi-
talists. So il is vnder po ecomomic com-
pulsion o maximise ouipai and under even
less economic compulsion to oplimise re-
source allocation’ (Mandel's emphasis).
One can only thank Mandel for putting
the logic of his argument so clearly. There
are two premises and an irrefutable con-
clusion: only under capitalism is there an
‘urge’. to accumulate capital, Russia is not
by Mandel’s definition capitalist, and there-
fore the Soviet bureaucracy is under ‘no
economic compulsion to maximise output
. .. and to oplimise resource allocation'.
Clearly if we can disprove this conclusion,
we can seriously question (to say the least)
Mandel's whole position. It would seem



that we should devote considerable effort
to dﬂ]ng s0. We do not, however, intend
o. For Mandel himself saves us the
effort. Only one sentence later he writes
that ‘the inner logic of a planned economy
calls for maximising output and optimisin
deployment of resources' and a paragra

later that the ‘Saviet economy needed
urgently to grow from extensive to ip-

lensive industrialisation, with much mare
calculated use of resources than before'.
But Mande] himself has just argued that
there can be no such ‘inner logic’, no such
need ‘urgently to grow from extensive into
Intensive industrialisation’, or as he put it
earlier no ‘urge to accumulate’ in a non.
capitalist society. In a non-capitalist society
the consumption needs of the ruling class
determine the dynamic of production. A
‘plan’ is- merely the organisation of pro-
duction (o Mulfil these needs. A *plan’ has no
‘inner logic’ to accumulate, The ruling class
lor bureaucracy) may want to accumulate
and plan accordingly — or jt may not and
plan otherwise,

Reifying the Plan
In talking of the ‘need’ of the plan to
accumnulate, Mandel is making precisely the
mistake that Marx castigates again and
again of ascribing human properties 1o
things, of accepting reified appearances, of
worshipping the commodity fetish, The
only ‘need” plans in general have is that of
ensuring a proportionate division of inpui
to produce the desired outputs — people
— whether consciously or  unconsciously
through their unplanned interaction — nof
‘plans’ determine whether this output should
be large or small, and for thai maiter
whether it be the result of an ‘optimal
utilisation of resources' or otherwise, Rosa
Luxemburg, at least, was very clear that
one sort of ‘plan’ would be subject 1o no
such reified pressures: ‘The aim of social-
ism is not accumulation but the satisfac-
tien of humanity’s wants by developing the
gruducm'c resources of the cntire globe” 13
ut why does Mandel, who has certainly
read Marxs strictures against reification
and fetishism, so readily II:I:;F into this trap
himself? The reason is not difficult 10 find.
Clearly something other than the 'consump-
tion needs of the burcaucracy''* is behind
the forced development of the economy. It
was obviously not the privileges of the
bureaucracy that determined the need for
hundreds of millions of tons of iron and
steel in the thirties and forties, Nor was it
these that produced the collectivisation of
agriculiure and the near stagnation of con-
sumer good production after 1929, Nor,
for that matter, could it have been the
consumption needs of other sections of the
populatnion. The bureaucracy itsell imple-
mented the plans (there were no long term
before 1928-9) yet according to
andel it was only motivated in its
‘economic management’, by its ‘consump-
tion desires’. Therefore, something else has
to be responsible for all the rest. Given
Mandel's premises it must have been the
plan. (What an argument for ‘planning’,
that its ‘logic’ entails subordination of
consumption to accumulation!)
In real life something other than the “con-
sumption desires of the ucracy” did
determine the dynamic of economic de-
velopment in Russia, something that makes
possible the ‘reification’ of the plan. There
can be a ‘g of war' between the plan
and the desires of individual bureaucrats
precisely because the plan is determined by
something outside itself other than these
desires (and not some metaphysical
‘logic of the planned economy’).

There is only one thing this something
else, in contradiction to the desires of in-
dividual bureaucrats, can be: the pressures
of rival ruling classes outside Russia. It
is these that continually determine the
pace and direction of economic processes
inside Russia. If Mandel is not clear about
this, he only reveals that he is more myopic
even than Stalin was,

‘The environment in which we are
placed . . . at home and abroad . . .
compels us to adopt a rapid rate of

growth of our indusiry’ (Stalin,
19.11.29).13
Or again;

“To slacken the pace of industrialisa-
tion would mean to lag behind; those
who lag behind are beaten. . . . We
are fifty years behind the advanced
countries. We must make good this
lag in 10 years. Either we do it or
they crush s’ 10
It was this continual pressure from world
capifalism that was responsible for the
development of the Russian economy from
1929 onwards. It was this, not the ‘needs
of the plan® or the ‘desires of the bureauc-
racy’ ;Eal produced an accumulation of
means of production devoted to further
accumulating means of production. Only
on such a basis was it possible for the
bureaucracy (once ils interests had made it
abandon a perspective of revalution
abroad) to develop the material base 1o

defend its control over Russian society
from the intrusions of [oreign ruling
classes. And. it is worth adding, this 1s

still what determines both the structure of

the plan and the degree of fulfillment of

is  different sectors. Agaiff, the Russian

bureaucrats are more aware of this than

the ‘Marxist" Mandel: '
‘Owing to the international situation it
has not been possible to allocate as
many resources as infended to agri-
cultural investment and whilst the 1969
figure exceeds that for 1968 it is below
that envisaged in Directives for |9%66-
?ﬂ ; o

It is worth adding that Mandel is quite
prepared to concede the importance of
‘continued expansion of arms production’
due to competition with the non-capitalist
economy in the Soviet Union® in determin-
ing economic development in the West,
But u||:;p.ar¢nt|!y. this ‘competition’ does not
play the same role in relation to Russia.

If, on the other hand, this competition
does determine the whole development of
the Russian cconomy, then the anarchic
and unplanned relations between the pro-
ducis of their labour with that of producers
outside Russia (comparisons of levels of
arms production and of the development
of heavy industry generally) will determine
the conditions under whi:i Russian work-
ers will produce and live. Because the
price of labour power in the West is con-
tinually being forced down to a historically
determined minimum in the long run, so
will the price they receive (ie, their real
wages). Every change in production pro-
cesses in the West will force changes in
production processes in Russia, and vice-
versd. Accumulation in the West will force
accumulation in Russia (and again, wvice-
versa). In other words, a total system of
reaﬁ:d_r:la:mns is set up in which the
anarchic and unplanned interaction of the
products of labour determines the labour
process, in which dead labour dominates
living labour, in which EVEry concrete act
of labour is related to abstract labour on
a world scale—in which althou there
may be many partial negations o the law
gﬁw:mﬂmmemmc basis of the law

Value,

Encroachment and Transformation
Of course, it is ‘methodologically wrong 1o
assume a mechanical and awtomatic iden-
tity between the fact of a country being
submitted to “encroachments” of foreign
capital and the fact of the country becom-
ing capitalist. Only when these encroach-
ments change the internal mode of produc-
tion do they lead 1o the introduction {or
reintroduction) of capitalism’, In this al
least we wholeheariedly agree with Mandel.
That is why Russia in the 10 years after
1917, although continually threatened by
foreign capitalism, was nol itself capitalist,
Until the inauguration of the first five-year
plan it was certainly not the needs of com-
peting against foreign capital that deter-
mined the inner structure of the production
process in Russia, [t is clear {botﬁ from old
sources like Clifi’s Russia and newer ones
like the most recent volume of E H Carr)
that the differing levels of real es, Lhe
consumption level of the peusml:atﬁe rela-
tive sizes of heavy and light industry, were
until 1928 the result of differing ures
of different social groups on the state,
There was growth, but no ‘urge to accumu-
late’. Until 1924 not economic and military
competition with the West, but spreading
of the revolution was seen as the basis for
establishing socialism in Russia. Even after
the proclamation of ‘socialism in one
country’ in 1925 the bureaucracy did not
accepl the programme of competing with
the West. Rather, it tried to ignore the
power of world capitalism in a quite
utopian fashion (as Mandel, incidentally,
still does).
But it is also the case that in 1928 reality
did overtake the bureaucracy and force it
to industrialise. In doing so it did bring
about changes that are on such a scale
ﬂ::cmilalively and qualitatively as to bear

ription as a ‘change in the mode of
production’, Firstly, pressures of world
capitalism led to a rapid change in the
mode of production in agriculture on an
unnrecedented scale. Tens of millions of
individual peasant farms were collectivised,
The Stalinist bureaucracy brought more of
the economy into state ownership than the
great October revolution had. This was
necessifated not by the arbitrary ‘desires’
of the bureaucracy, still less by the ‘logic
of the plan’ but by the pressures to build
up heavy industry on a scale that could
not be sustained without a forcible pump-
ing of surplus agricultural produce out of
the countryside1®

ly., in industry there was also a

change in the mode of production. In a
matter of months chan, were  carried

through that were to endure for decades:
wages were cut, rate of production
5 up, mecework introduced, the

clementary rignts of workers to defend
themselves done away with, the indepen-
dence of the trade unions abolished, the
labour camps expanded on a massive scale.
measures were all symptomatic of a
change in the whole mode of operation of
economy. Building uﬂ of heavy in-
dustry in competition with the Wesi was

which brought them about. In other words,
production and the conditions of
e R g P B L
people, ie, ion
use values, but by the ‘needs’ of i-

tion, the production of ex e Va
In other words, through the iation of
arms production, the a tion of resources

between consumption and accumulation,
between living and dead labour, was de.
termined by (and in turn determined) the
allocation operating outside of the Russian
economy, in the capitalist world, A leap
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from ‘freedom to necessity’ had been im-

here is no way of rationally understarfd-
ing the dynamic of development of Russia
eil in the thirties or today if one denies
that a change in the mode of production
was forced through by the bureaucracy
when it decided to defend itself against
capitalism by imitating capitalism. Onlv
this can make sense of Mandel's own talk
of a ‘logic’ to the plan that is different
from the desires of individual bureaucrats,
But this does not mean that acceplance
of this logic of competition with the West
was either ‘mechanical’ or automatic — it
was in fact resisted in 1928-9 both by a
substantial section of the bureaucracy
around Bukharin, and by a section of the
left opposition who, despite ambiguities,
wanted to defend Russia against capital-
ism by revolutionary means, not I:Er an
internal imitation of capitalist exploita-
tion. But it is a matter of fact, unfortu-
nately or otherwise, that these lost out in
the struggle and that the Stalinist trans-
formation of the economy took place.

It is worth adding here that with the de-
velopment of the newer Stalinist-type
regimes, it is no longer mercly competi-
tion with private capitalist states that jm-
poses ils lgws upon them, It is also the
needs of competition with other state
capitalist ones (eg with orientation of the
Russian economy to defence against China
and vice-versa)., Wor is it only or neces-
sarily military competition. e general
crisis confronting the Crechoslovak regime
from the mid-1960's on arose from an in-
ability to sell the produce of its economy
on the world market (including to other
Stalinist regimes) — that is, from a classi-
cal inability for the state capitalist bureauc-
racy to realise its surplus value,

The amalysis of modern capitalism
Mandel's criticism of Kidron's analysis of
modern capitalism can be more quickly
dealt with than the analysis of the Stalinist
staics, because the issues involved are less
profound. Mande] begins by apparently
quoting Kidron's view of Marx's model of
capitalism and of why it should mean that
there is a ‘tendency for labour power to
decline in absolute terms under capitalism;
that “booms become progressively  less
profitable, and shorter: slumps more last-
ing and severe”’. Incidentally, Mandel
claims that Kidron ‘will have a hard time
finding any evidence in Marx's Capital' for
these assumptions. One can only suggest
that Mandel refers to pp 630-635 of Capital
{vol 1}). Thus Hand::lp%un{:a Kidron:
“The model is a closed system, in which
all output fows back as inputs in the
form of investment goods or of wage
oods, There are no leaks.
et in principle a leak could insulate
compulsion to grow from its most
important consequences, . . . If “capi-
tal intensive” goods were drawn off,
the rise m:uki' be slower and — de-
pcndinF on the volume and composi-
tion of the leak — could even stop or
be reversed. In such a case there would
be no decline in the average rate of
profit, no reason to expect increasingly
severe slumps, and so on.
Capitalism has never formed a closed
system in. practice. Wars and slumps
have destroyed vast quantities of out-
FHL Capital exports have diverted and
rozen other quantities for long
stretches of time.
A lot since World War 11, filtered out
in the production of arms. Each of
these leaks has acted to slow the rise
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in the overall organic composition of
capital and the fall in the rate of
profit.”

According to Mandel I:ahat is involved in
15 account iz ‘a wvulgar theory of over-
production, a-::;:rl.'nn:i‘iwrlﬁI to which it is a glut
of phvsical goods which is at the basis of
all capitalism’s evil', which depends for its
lausibility on ‘a truly remarkable con-
usion between use-values and exchange-
values . . . worthy of inclusion in a text-
boak 5imj".tlifv to show what a lack of under-
standing the dual nature of the com-
modity necessarily leads to',
What is amazing is that Mande| feels cap-
able of writing this criticism down without
rm*:rtliunirnge what is central to Kidron's
stress on leaks: their affect on the organic
m:1ﬁpusitinn of capital and the rate of
profit. Kidron never once refers to an
‘overproduction’ of cither use values or
exchange values in the passage referred to,
unlike Mandel who earlier wriles that ‘un-
predictable developments under capitalism
arise from an overproduction of exchange-
values . . . (which most of the time are
caused by . . . an increase in the produc-
tion of use-values)'* Fhe ‘rise” Kidron is
concerned with is a rise in the organic
composition of capital {Mandel judiciously
omits one sentence from Kidron making
this clear in his long guotations, so the
reader might well not be aware of this).
Further, his ‘closed model' is precisely a
model of the circulation of exchange
values: given that all value produced is
transformed cither into consumer poods
or capital goods, and that the value of
labour power does not rise, then there will
be an overproduction of values than can
only be disposed of either by an over-
production of consumer goods, leading to
8 Ccrisis, or an increase in ratio of constant
capital to variable capital in new invest-
ment (leading to a fall in the rate of profit,
to less investment and therefore to crisis);
the only alternative is for there ta be a
leak whereby values can be drawn from
the system. At no point in this Argument
can there be, given its very form, the con-
tusion of ‘use-values' and ‘exchange-values’
invented by Mandel.

It is only because he ignores the actual
model presented by Kidron, that Mandel
is then able 1o pretend that ‘leaks’ from
the system which occur through war, for-
eign investment, slumps, etc, involve the
physical destruction of goods. For instance,
Kidron's whole point is that wars cause
possibilities of growth for the system by
destroying value that would otherwise have
to be transformed into constant capital,
This certainly does not mean that wars
have to destroy physical means of produc-
tion in order to counteract the contradic-
tions of the system: indeed, in arguin
in this way it is actually Mandel, not Kid-
ron, who confuses capital as accumulated
value (the Marxian definition) with a given
accumulation of particular use values, (‘to
desiroy capital . . . they must destroy in-
dustrial equipment to a larger degree than
is newly built).2* Similarly, Kidron's whole
point is not that slum crul.ru:.r goods, but
that they result in a devaluation of

ie, value is or ‘leaks’ from the
closed system, so as to permit new capital
investment at a lower organic composition
than would otherwise be the cage.

e can put Kidron's t another
way. It deals with the circulation of value
in the system as a whole. For the indiv-
idual !ﬁh’!ﬂﬂlﬂlrﬂ? there are no leaks in
this total system, therc 15 an EVET-growing
abundance of capital available. This means
that the possibilities of expanding and
cheapening production always exist &u’ the

individual, Indeed, if he does not seize
them by utilising a greater portion of con-
stant capital, then his competitors will, his
Cosls o!Fpmduclinn will be relatively too
high, and he will be forced out of business.
Enlarged constant capital means an over-
all {throughout the system) fall in the rate
of profit. But if there are leaks wherehy
value is taken out of the total system, the
opportunities for each individual capitalist
obtaining value to transform into constant
capital will be less, and therefore the con-
straints on each capitalist to expand his
means of production will lessen. The im-
mediate pressures to expand constant capi-
tal (and therefore of production) will dim-
inish, the overall rate of profit will fall
less, and therefore there will exist the basis
for a longer term steady cxpansion based
u 4 lower average organic composition
of capital. This will be true whatever the
form the value that leaks from the system
:kcs, providing its creation employs rela-

¥ more dead labour than living
Iabour,

Mandel's analysis of modern capitalism
Mandel's own analysis of the nature of the
‘key diﬂim]f:y facing monopoly capital’ is
that this difficulty is not that of ‘disposing
of surplus goods’ ‘but the difficulty of dis-
posing of surplus capital’, Here Mandel
makes the mistake he.accuses Kigron of,
of distinguishing capital and goods as
different use-values, without sceing  that
a5 values they are equivalent (ie, if yvou
can dispose of surplus goods profita Ily,
then you can dispose of surplus capital).
Mandel goes on to distinguish between
the effect of ‘the economic function of
arms production’ — ‘to provide additional
fields for investment for surplus capital’ —
and any reduction ‘in the tendency of the
increase in the organic composition of
capital andfor the cﬁ:line in the rate of
profit’, But on the classical Marxist model
precisely such a distinction is impossible,
because only if the rate of profit is pre-
vented from falling too drastically is any
long term, steady growth of investment
possible. To put it another way; there are
always opporiunities for capital invest-
ment, arms expenditure or no arms ex-
penditure, but these are only seized if the
rate of profit is high enough.
Even more fascinating, however, is
Mandel's excuse for not treating ‘in a
ystematic way the problem of the sharp
rise in the rate of growth of the capitalist
economy after World War Two', in his
boock Marxist Ecomomic Theory. This is
apparently beciuse most of il ‘was writlen
in the late fifties, ie, more than 10 years
ago, when most post-war trends were not
yet clear’. This statement is nothing short
of preposterous. One does not have 1o go
back to the early post-war period, when
already in 1946 and 1947 there was an
argument by Marxists such as Tony CL =0
against Mandel's views then that ‘there is
no reason to believe that we are facing a
new epoch of capitalist stabilisation and
development’.*! Mistakes at that time were
quite natural, given the short duration of
peacetime conditions. But by 1950 the
post-war expansion was already pronounced
cnough, despite many Marxist predictions,
for writers such as Vance (in the New
International) to be attempting theoretical
explanations of it. Fully five years before
Mandel began writing Iris book, CLf and
Kidron had substantially developed (in
Socialist Review) explanations of ‘post-war
irends” that five years later, according fo
Mandel ‘were not yet clear’,
Yei ewen stanger is Mandel's analysis,
developed since, of the reasons for this




post-war growth. Apparently. it is because
capitalism is undergoing a third ‘industrial
revolution'. This has” been possible because
‘during the “long period” of stagnation of
the capitalist world economy (1913-1940)
a greal “reserve” of scientific and techno-
logical inventions had been built up, whose
large-scale productive application was de-
layed as a result of unfavourable econ-
omic circumstances prevailing during that
period’. The argument, however, is simply
contradictory. One moment these innova-
tions are responsible for the economic ex-
pansion; the next they were allowed to
accumulate for 30 years because there was
na economic expansion. In that case, some-
thing other than the innovations must be
responsible for their present employment
— otherwise why did they not cause ex-
pansion in the thirties? Mandel seems as
incapable now as when he wrote his book
10 years ago of identifying what this other
cause might be.

Permanent Revolution

At this point we have dealt with Mandels
arguments of substance. But there are a
few others worth referring to. There is
the claim that the *working class has overs
thrown capitalism . .., n Yugoslavia,
China, Cuba, North Vietnam and 1s doing
o now in South Vietnam'. One wonders
when the ‘working class’ actually did
‘overthrow capitalism’ in, say, Yugoslavia,
In 1944457 If so one wonders not just
how (through whai institutions of mass
scif-activity and struggle) and led by what
revolutionary party, but also why Marxists
at the time did not notice this monumental
fact. For three vears afierwards Mandel
certainly did not regard Tito's regime as
any sort of workers’ state. It was, he and
his colleagues argued, an ‘extreme form of
Bonapartist dictatorship’. In particular re-
lation 1o Yugoslavia and Albania he him-
sell wrote that the Stalinists had con-
structed ‘a new bourgeois state apparatus’ 2
And when someone argued otherwise, they
were nol  merely wrong, but  carrying
through ‘a complete petty bourgeois revi-
sion of the Marxist-Leninist concept both
of the state and of the proletarian revolu-
tion" =" Again, one wonders when the over-
throw took place in North Vietnam. With
the establishment of the first Vietminh
povernment in 19457 But those who took
power then were described without eguivo-
cation by Mandel's organisation as ‘the
Stalinists who themselves long ago aban-
doned the Communist banner of Lenin and
Trotsky. . . "% Far from what was takin

place in Hanoi being described as a .wciag
15t revolution, Ho Chi Minh, like Soek-
harno, was said to have been ‘logically
brought to betray and sabotage the national
emanci paticn’ "

Now, of course, Mandel =can change his
mind. But one would like to hear his rea-
sons for doing so. 1o see what evidence
there iz of workers' power in Yugoslavia
or Vieinam now thal was not available
previously. It would also be interesting to
see Mandel justify his own claimed com-
mitment 1o the theory of permanent revo-
lution in the light of the avowed policy of
the Chinese before taking power and of
the NLF today being the “bloc of the four
classes’

Instead of doing any of this, Mandel merely
asseris  that these countries have seen
workers” revolulions, and that to deny
this is to assert that ‘capitalism today is
stronger than it ever was’ and ‘has ushered
in new and sensational phase of develo

ment of the productive forces. above all in
backward countries’ so that ‘Trotsky was

deadly wrong with his theory of permanent
revolution'. Such according to Mandel is
what Kidron does, and such is *Menshe-
vism' 28

Perhaps Mandel reads different editions of
Trotsky to the rest of us. The theary of
permanent revolution according to Trotsky
I know asserts quite unequivocally that the
tasks of the bourgeois revolution in the
underdeveloped countries can  only be
solved by the working class, led by a class-
conscious revolutionary party. I is not
‘Menshevism® 1o assert that as a matter of
fact not only has no such party yet led
the working class to the taking of power
in Vietnam, or China or Cuba, but those
that did take power executed {in Mietnam
and China) or imprisoned (in Cuba) those
trying to build such parties. Neither Mao's
party nor Ho Chi Minh’s party were
workers' parties in anything other than
name. Their membership and leadership
were not workers, nor was their theory that
of proletarian revolution (it was that of
classical, unrepentent Stalinism);27

Nor for that matter have the regimes in
China, Vietnam or Cuba carried through
all the tasks of the national bourgeois revo-
lution, It is mere apologetics to pretend
that they have solved the problem of in-
dustrial development. The ‘cultural revo-
lution” in China occurred precisely  be-
cause the Maoist regime cannot. (Here
again Mandel shows his ignorance by ask-
ing what would our attitude be if “tomor-
row mosi of the decisions of the cultural
revolution were reversed’ — in reality most
of these ‘decisions’ were reversed twog VEars
ago with the setting up of the ‘three-in-
un:" revolutionary committees.) In .Cuba,
despite desperate attemnpis to overcome the
dependence on the world market by diversi-
fying agriculture, the road to development
is now seen as lying through the produc-
tion of more and more sugar to sell in
competition with other sellers on the world
market. Finally, in Vietnam, the Stalinist
leadership has twice already shown jtself
incapable or unwilling 10 solve the most
elementary of bourgeois national tasks —
that of national unity — when opportuni-
ties {0 do so were at hand {in 1945 and in
1954).

It is Mandel who is actusily the modern
Menshevik, tailing behind a petty bourg-
eoisie trying to transform itself into a state
capitalist class with varying degrees of
success in Yugoslavia, in Algeria, in Viet
nam and in China. He does so, moreover,
at a time when in the largest of these, the
Shanghai general strike of January 197
and emergence of groups like the Sheng
Wu Lien, has revealed new forces challeng-
ing completely the pretentions of the
bureaucracy.

The theory of permanent revaolution can-
mot be applied in our epoch without certain
important  modifications.®  Bup its  most
impartant conclusions — that the problems
of the backward countries can only be
solved by proletarian revolutions and even
then not without the revolution spreading
— become more and more apposite as the
successes of the petly bourgeoisie in a few
countries prove increasingly limited and
transitory. But it is us who draw these
conclusions, nol Mandel

Finally. it i1s worth noting that in order 1o
try and justify himself Mandel pretends
complete ignorance of the Marxist posi-
ion on the national question. ‘All the
inconsistencies of the theory of “state
capitalism” are revealed quite nakedly' be-
Cause we are able 1o support ‘North Viet-
nam and the National Liberation Front',
even though we believe their present lead-
&rs are ‘the nucleus of a “buresucratie

class™ that is going to extract tomorrow
the last drop of surplus-value from the

South Vietnamese labourers”. One wonders
al the inconsistencies both we and Mandel's
organisation have fallen into in the past
without him noticing — supporting say, the
Kenyan struggle against colonialism:, al-
though its leaders ‘were the nucleus’ of an
African capitalist class, or the Cypnot
struggle Iadpul:q.r the cleric Makarios and
the fascist Gnivas. In fact we found no
contradiction whatsoever in giving whole-
hearted support to these struggles against
imperialism, without believing their lead-
ers to be socialists; we have no such prob-
lems in the case of Vietnam either, ‘All
the inconsistencies of the theory' we adhere
to must lie in the fact that, unlike Mandel,
we hold that the fundamental problems
facing the populations of these countries
cannot and will not be solved until these
struggles are led by a real, not a mythical,
working class with a revolutionary Marxist
party committed to an explicit programme
of socialist revolution on an international
scale

In his pamphlet Mandel has set out to
‘reveal most of the contradictions into
which adherents of the theory of “state
capitalism” enmesh themselves'. Unfortu-
nately, all that he has done is to show
himself as ignorant, both aboul these
theories and about quite fundamental gues-
tions in Marxism (such as the analysis of
the commodity, the relaticiship  between
capitalist production and commodity pro-
duction, and the relationship between use
and exchange value); as self-contradictory
{over the questions of the dynamic of the
Russian economy and of the unprecedented
expansion of capitalism in the post-war
period); and as dishonest (in making omis-
sions when quoting Kidron so as to distort
his argument). 1 say ‘unfortunately’  be-
cause il is only through serious and scien-
tific debate that Marxist analysis can de-
velop. Mandel has made no contribution
te this in his pamphlet,
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5.The Mystifications of State Capitalism

Ernest MﬂﬂdEl ( Reprinted from The Mystifications of State Capitalism, IMG Publications, 1970.)

in his attempt to answer our criticisms of the theory of “state capital-
igm"11! Chris Harman carefully avoids all the main problems. He does
not tell us whether "state capitalism” is a mode of production equal to
or different from the capitalism analysed by Marx, He does not prove
that, if it is equal to “capitalism”, its 40-year history in the USSR can
be explained by the “laws of motion’' as revealed in Das Kapital. He
does not even give us an inkling of the mysterious “laws of motion™
which guide Russian “state capitalism” as ditferent from those of
capitalism—if it is a different mode of production. He does not explain
to us whether the (relintroduction of state capitalism™ in 2 relatively
backward country having successfully achieved the overthrow of
capitalism is inevitable, in the absence of victorious world revolution,
as & result of “pressure from the world market”, or whather it can be
avoided (and if so, how). He does not answer the question whether
there is an inevitable period of transition between capitalism and
socialism, wherever the socialist revolution takes place. He does not
relate the emergence of “'state capitalism” on one-third of the globe

to the question whether capitalism has still a globally progressive role
to play or not, i.e. whether we are justified in speaking of an epoch of
*general crisis of capitalism”, whether world revolution is on the
agenda or is for the time being only a utopian pipedream. And he does
not relate the theory of “'state capitalism” to the realities of the class
struggle on a world scale in the last twenty years, except by the childish
device of talking about “national liberation movements led by the
petty-bourgeoisie’ —presumably unrelated 1o the capitalist mode of
production, capitalist private property and the imperialist world system.
We do not know whether for Harman, more than for Michael Kidrén,
the “tropical trotskyists’’ have a choice or no choice, whether capitalism
can be overthrown in a country like Ceylon or not, and we are left with
the preposterous ition that it has somehow not been overthrown
in China, Cuba, North Korea, North Vietnam, and is not in the process
of being overthrown in South Vietnam.

Having left out all the key questions, the only thing Harman can do
is to make numerous debating points, mostly without any interest.i2}
He skulks around, throwing a few pebbles into the pond. This is then
called “'ssrious and scientific debate” which we are supposed to be
incapable of. But even these pebbles contain their pinch of worth,
because they underline once again how, when you start from the
incorrect theoretical presumption, you are forced not only to make
incorrect political conclusions, but also to “develop™ theory further and
further in a mystifying way: instead of explaining reality, hide it all
in a cloak of formulas which sound very “deep” but tend to cbscure
real social relations and real social struggles.

First Mystification: Commodity Fetishism
Harman concedes that capitalism as a system of generalised commodity
production is a *fair summary”’ of part (7) of Marx's conception of that
systém’s nature. That concession already deals a death blow to Kidron's
comtention about our having missed the “central capitalist dynamic™:
the very term “‘commodity production’ was lacking from Kidron's
definition of capitalism. But Harman, being an adept of the school of
“state capttalism® which hinges on the assumption that there can be
* capitalism " in a country like the USSR where obviously there is not
generalised commodity production, has to try and take back his conces-
sion as soon as he made it. He therefore finds a way out by accusing
us of * leaving the concept of ‘commadity’ s unproblematic ™, of not
taking up "' a point central to Marx's whole analysis of commodity
production.......that the commadity cannot be taken at face value, (3
In our naivety we thought that the mysteries of commodity
production had all been revealed in Das Kapital. In particular we quoted
Marx as explaining that (st the beginning of The Inconsistencies of
State Capitalism), ** objects of use only begome commodities because

they are products of private labour, carried on independently from each
ather.” But this, you see, leaves the concept “unproblematic’’. Harman
will teach us some deeper, "below the surface”, truths about commodi-
ties, But what we get s exactly the same quotation which we quoted
from part IV ‘of Chapter | of Das Kapital, into which Harman simply
proceeds to inject a mystification. We can catch the mystifier red-handed,
so to speak, in the following passage:

Yes, capitalism is, as Mandel argues, competition on the basis of
commodity production, But to fully understand it one has to go
further (7) and see that what makes man-produced ohjects—and
abaove all labour power—into a commodity, is precisely competition
between producing units that has advanced to the point where each
is compelled to continually rationalise and rearrange its internal
productive processes so as to relate them to the productive process
of the others.”4)

Mow, that is nor what Marx says in part |V of Chapter | of Das Kapital
{the famous passage on “‘commodity fetishism’’). He says clearly that
*‘the fetish character of the commodity” results from the “specific social
character of labour which produces commodities.” He precises that use
values become commadities only because they are products of private
labour carried out independently from each other. And he goes on 1o
make his point crystal clear. In a society divided by division of labour,
but in which mutual dependence of individuals—i.e. the social character
of labour—continues 1o assert itseif (where every family does not live
completely autarchically and independently from other units], there are
two ways in which this inter-relation can be established. In a society in
which there is common (collective or cooperative—Marx uses the word
“gemeinschaftliche’’) property of the means of production, labour is
immexdiately social, i.e. it is the community {or its leaders, e.g. the elders
in certain tribal communities) which consciously allots respurces 1o
different branches of production. On the contrary, in a society in which
there is private property, social labour is not directly recogriised as such.
Private individuals establish connections between each only as “com-
modity owners”, appearing on the market. The social nature of their
labour is only recognised post festum, to the extent 1o which they
succeed in selling thejr commodities. Commodity fetishism consists in
this, that relations between things, commodities, hide ard obscure a
specific relation between men, resulting from the fragmentation of
social labour into private-labours carried on independently from each
other, i.e. resuiting from private property.

Mow we can re-read this whole sub-chapter of Marx's on commedity
fetishism from A to Z, not once will we find a2 mention of the mystify-
ing fBrmula of Harman's: “What makes man-produced objects...into a
commodity, is precisely competition between producing units that has
advanced to the point where each is compelled to continually rationalise
and rearrange its internal productive processes so as to relate them to
the productive process of the other”. And the reason why Marx could
not follow Harman's “deeper” analysis of the commodity is of course
the fact that he knew quite well that commodity production had been
gaing on for thousands of years before capitalism blossomed as a
separate mode of production—and that only under that separate mode
of production does commodity production lead to “competition
between producing units...compelied to continually rationalise and
rearrange its internal productive processes”’. Mediaeval handicraftsmen
were commodity producers, but their “productive processes” were not
“continually rationalised and rearranged’; they remained very stable
for long periods, sometimes several centuries.

Harman’s mystification begins by defining the commeodity by its end
result, capitalist competition, instead of defining capitalist competition
as a result of generalised commodity production. It puts the historical
sequence and the theoratical analysis on its head. It then goes on by
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mystifying competition itself. Once one “forgets™ that for Marx, com-
maodity production is essentially social labour fragmented into “private
labours carried on independently from gach other’’, one can then
separate “compulsion to continually rationalise and rearrange produc-
tive processes 50 as 1o relate (sic) them to the productive process of the
others” from its social basis and economic purpose, deny that competi-
tion born from commeodity production is always in the last instance
competition for selling commaodities owned by different proprietors
on a market, and discover that the "compulsion” which exists for any
workers state, even managed by the most perfect system of workers
control, 1o defend itsel! against imperialist armaments, or to relate, in
some way or 1o some extent, its output to that of the outside world,

is “proof" of the existence of... capitalism. A very nice way of “deepen-
ing” Marx"s analysis indeed

Second Mystification: *'Reification of the Plan™

Mo wonder that Harman, not having understood the relatian of commao-
dity production to private labour, cannot understand what planning
really means in relation to social labour, and accuses us of “reifying the
plan’'. For, according to him, in Russia

“a total system of reified relations is set up in which the anarchic and
unplanned (sic) interaction of the products of labour determines the
labour process, in which dead labour dominates living labour, in
which every concrete act of labour is related to abstract labour on a
world scale—in which, although there may be many partial (!} nega-
tions of the law of value, these are an the basis of the law of value.”!5!

Again we are faced with a breathtaking revelation, completely unproved
amd completely mystifying. Why does arms production competition with
the West "determine the whole development of the Russian economy™?
Through what economic mechanism? By what economic results? One
could make a point of saying that arms competition with the West
would be a factor slowing down the increase in the standard of living of
the workers, or the rate of economic growth, that it would prevent the
building of a fully developed socialist society (obviously the impossibi-
lity of “socialism in one country™ is related to the class struggle going
on on a world scale, and the attempt of the world bourgeoisie to rein-
troduce capitalism into the USSR, But by this, one has not yet proved
that, as there iz not yet socialism, there has to be capitalism “in which
every concrete act of {Soviet) labour is related to abstract labour on a
world scale”.

Harman takes for granted what he assumes, but in the absence of any
concrete proof, this can only be called a mystification. Otherwise he
should prove that Soviet prices are “'in the last analysis” (or in the long
run} determined by prices on the capitalist world market; that Soviet
wages are determined by “competition” with, say, USA or British (or
should one say: Indian?) wages; that investment flows from one branch
to another according to “relative profitability’ (the search for surplus
profit); that the inferiority of Russian productivity of labour, as com-
pared to American, has prevented the industrialisation of the country,
like it did prevent the industrialisation of all under-developed countries
encompassed in the worldwide imperialist system, governed by “the
law of value™. If he cannot prove anything of the sort, then the whole
talk about “every concrete act of Soviet labour” being related to
“ahstract labour on & world scale” and “anarchic and unplanned inter-
action of the products of labour™ determining Soviet labour processes
{all because Soviet Russia had 1o defend itself against Hitler's armies
and the American A- and H-bomb, like any workers state would have
to!) is just a lot of hot air.

“The only ‘need” plans in general have is that of ensuring a propor-
tionate division of inputs to produce desired outputs; people...not
‘plans’ determine whether this output should be large or small, and
for that matter whether it be the result of an ‘optimal utilisation of
resources’ or otherwise 16

says Harman. He does not seem to notice that exactly one sentence
after having castigated us for “ascribing human properties 10 things,

of accepting reified appearances’’, he repeats exactly the same
“mistake’’: for what is this “need’” of “plans’ in general "'to ensure
proportionate division of inputs to produce desired outputs”’, indepen-
dently of social relations between human beings?

The solution of the riddle lies in the understanding of what a planned
‘economy resulting from an overthrow of capitalist property relations
really meang. “*State capitalists" —and not only they —generally tend to
reduce production relations to relations between producers and “over-
seers of labour™ at factory level, But that is of course a gross over-
simplification, and a distortion of Marxism. For Marx, production rela-
tions are a// relations between producers which are indispensable for
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the “production of their material life” at a given level of development
of productivity of himan labour,. This means that they encompass not
only the relations inside factories, but also those between factories,
Production could not go on for one week in Russia without raw mater-
ials being sent from one factory to another, machines going to where
they are needed (inclusive to raw material producing unitsl, material
resources being constantly shifted from one place to another.

Under capitalism, the “law of value™ governs these shifts. All pro-
ducer goods are commaodities. All producing units react (o INCreases or
decreases of sales of their commaodities on the market, 1o increases or
decraases of profits, The “law of value''—i.e. commodity production—
allocates and re-allocates resources behind the backs of the producers in
a society in which social labour is fragmented into private labours as o
result of the private property of the means of production,

Once these means of production are collectively owned, however,
they are no more commodities. They are not sold and bought on the
market. The “law of value'" ceases to govern their allocation and reallo-
cation between different producing units. "Competition”’ between
“commodities’’ or “'capitals™ has cessed to be the basic force to regulate
investment. And then the only other means to assert the social nature of
hurman labour is planning.

In other words: conscious economic “planning”, far from being “red-
fied appearances™ or “a thing”, is a specific st of refations of produic-
tign resulting from the suppression of the private property of the means
of production and the beginning of the withering away of commodity
production, through which labour performed in collectively owned
factories is recognised as immediately social labour. 181 And this essential
part of the conguest of the socialist October revolution not only should
not be eliminated from the Soviet economy by the coming political
revalution against the bureaucracy, but it should be consolidated,
strengthened and generalised: for there is no other altérnative to the
rube of the “'law of value™. Even those who call the coming revolution
in the USSR a "social” one should recognise this,

Mow, when we wraote that “the inner logic of a planned economy
calls for maximising output and optimising deployment of resources”,
Ha;man shouts triumphantly: A “plan’ has no inner logic 10 accumu-
late” [p. 38). We beg his pardon: the word “accumulate’ {especially:
accumulate capital) has been surreptitiously introduced by himssif. We
didn’t speak about an "inner logic to accumulate”, We spoke about ""the
inner logic of a planned economy for maximising output and optimising
deployment of resources’’ What does that mean, in the light of what we
just stated about the nature of planning as a specific set of production
relations arising out of the suppression of private property of the means
of production by a socialist revolution? Obviously, that when means
of production have stopped being commodities, but when there is still a
scarcity of eonsumer goods, and therefore a need to ensure rapid econo-
mic growth, the interest of the producers |i.e. their inclination to “min-
mise”’ inputs of labour and “maximise” their standard of living] calls for
such an optimai deployment of resources. The farther this will be from
realisation, the greater will be the workload for the producers, and the
smaller their consumption. This rule, which would even be true on a
wirld scale (after the victory of the world revolution) —as long as we
are in a pariod of transition, as problems of industrialisation and increas-
ing per capita ocutput are still very urgently with us; as saturation of
demand of basic consumer goods has not yet been achieved for all men
is of course much truer in a relatively backward country and under
capitalist encirclement, which imposes the supplementary constraint of
military self-defence against imperialist threats [the main constraint
remains that of overcoming backwardness, i.e, the low standard of
liwing and of culture of the mass of the producers).

We stress again that we are talking of “maximising output” and of
“pptimising deployment of resources”, We are not talking of "'actumu-
lation of capital’’, or even of “maximising investment”’, We tried to
prove that excessive investment {like that practised under the two first
Five-Year Plans) does not lead to maximum outpul and optimum
deployment of resourcest® . That is one of the aspects where the bureau-
cratic management of the sconomy comes into conflict with the “inner
logic of planning” (i.e. the production relations born from the October
revolution]—and by no means the only ane. We think that “in the lang
run®, the conflict is-rreconcilable. Either the workers will consolidate
and harmonise planning by eliminating bureaucratic mismanagament,
ot the “consumer interest” of the bureaucratic managers of the econa-
mic will destroy planning and reintroduce private property. These, like
several other basic contradictions of the Soviet economy, are incompre-
hensible in the light of the theory that some form of “'capitalism™ exists
in the USSR. They can only be understood in the light of the theary



which sees the Soviet economy and society as a society of transition
betwesn capitalism and socialism, And in the light of the same theory it
is evident that Harman's identification of “maximisation of output’
with “capital accumulation” —of use values with exchange values—is
exactly the same “theoretical”’ mystitying sleight-of-hand which Kidron
was guilty of, and which we revealed in The /nconsistencies of State
Capitalism.

But aren’t the Soviet workers axploited by the bureaucrats, Harman
thunders on? Doesn’t Mandel ““forget” the wage labour/capital relation-
ship (which he is accused of “forgetting’” even in his definition of capi-
talism 11017 We don't “forget” anything; we just tried to explain the
specific nature of the reiationship between labour and capital, asagainst
all other forms of “exploitation”.

Producers have heen exploited in all socizties since the beginning of
disintegration of primitive communism [even in the “society of transi-
tion" batween tribal communism and the first form of class society,
there was exploitation of labour-see the misuse of communal labour in
favour of tribal chiefs)

What is specific under capitalism is not simply that part of the
product of labour is appropriated by other classes or layers of society,
as part of the secial surplus produced by the Soviet workers is, for sure,
appropriated by the bureaucracy. What is specific of capitalism is that
exploitation takes the form of labour power becoming a commodity,
which is being bought by the owners of the means of production, and
whosa price is determined by the laws of supply and demand on the
“labour market”, and the fluctuations of the reserve army of labour.
Having sold their labour power to the owners of the means of produc-
tion, the producers have to abandon the property of the products of
their labour to that very same class which menopolises the means of
production. This class thus appropriates the surplus value contained in
the products of labour, realises that surplus value by salling the com
madities, and transtorms it into additionsl property, additional capital

Mone of these processes are at the basis of the “exploitation” of
Saviet labour, 1 anything, wages have gone down not when unemploy-
ment went up, but when it disappeared. And since the Second World
War, they have gone up in the most rapid way, when frictional unem-
ployment reappeared, in the "60s, and after Krushchey's fall, in the
middle "60s; they are, in ather words, unrelated to any “flugtuations on
the labour market™.

The largest part of the social surplus product in the USSR does not
consist of surplus-value {which must be realised through the sale of
commodities), but in additional machinery and raw material, given as
usa-values, 11 is precisely because “accumulation”, in the USSR, is
“accumulation” of use-values and not of capital, that the bureaucraty is
in no way a necessary agent for economic growth—which could perfectly
have been realised, since 1927 ull this very day, by the “assocaged
producers’’, within the framewark of a planned economy. And for the
very same reason it is preferable not to speak about “exploitation’” of
the Soviet workers in the scientific sense of the term, but 1o state that
the bureaucracy appropriates in a parasitic and pilfering way an impar-
tant part of the consumer goods product produced by the Soviet
working class. Social parasitism is not the same as exploitation, and the
mediaeval robber barons were not a class “exploiting” the merchants
which they regularly plundered, as long as they had the political power
to do 50,1111

Third Mystification: The Industrialisation Process in the USSR

Harman argues that, if we were right in saying that the consumer needs
of the bureaucracy do not provide any socio-economic mechanism for
assuring maximurm economic growth, this growth could only be ex-
plained by the “pressures of rival ruling classes outside Russia™.

“Pressures of world capitalism led to a rapid change in the mode of
production in agriculture on an unprecedented scale... This was
necessitated not by the arbitrary ‘desires’ of the bureaucracy, still
less by the ‘logic of the plan’, but by pressures to build up heavy
industry on a scale that could not be sustained without forcible
pumping of surplus agricultural produce out of the countryside...
Secondly, in industry there was also a change in the mode of praduc-
tion... Building up of heavy industry in competition with the West
was on the basis of such measures. It was that which brought them
about. In other words, production and the conditions of production
.were no longer determined by the needs of the people, ie. by the
production of use values, but by the ‘needs’ of competition, the
production of exchange values.”{12)

The petitio principis is worthy of a texthook: the “‘exchange values”

suddenly pop up at the end of the reasoning, without having been

defined, demonstrated or even proved to exist with so much as a single
word. It will be hard far Harman to prove that the machine-tools of the
tactories of Magnitogorsk, that the equipment of the Dnjepostroy, or
the lathes of the automohile works of Moscow suddenly became com:
modities, only because the waorkers who produced them received lower
wiges, or because their “conditions of labour™ were no more determined
by their needs. And as long as you don't have commodities, you have no
exchange values

But the mystification goes much deeper, Harman presents things as it
industrialisation sprang up because of “pressures of rival classes” {pre-
sumably the international bourgeoisie) outside Russia, He should admit
that a paint could be made about this pressure coming above all from
inside Russian society (kulaks and Nepmen). In fact, hadn't Trotsky anc
the Left Opposition foreseen yeéars before 1927 that as a result of the
MEP li.e. of the reintroduction of wide-scale petty commodity produc-
tion) there would be a process of primitive accumulation of private
capital which would cut across the needs for developing state industry,
and that this would lead to a sharpening of the class struggle which
would express itself in an attempt of rich peasants to starve the workers
by making a delivery strike of grain surplus? Wasn't this exactly what
happened in the winter 1927 .87

That this “internal pressure’” (more correctly: sharpening of the class
struggle and polarisation of class forces) in Russia was linked 1o "exter-
nal pressure”’, neither Trotsky nor any Trotskoyist would deny. Let us
leave aside the question which of them was basic, and which was—at that
moment—subordinate. lsn't it clear, however, that accelerated industria-
fisation and siphoning off of parr af the agrarian surplus product 1o
further industrialisation were also (a) in the interests of the working
class; (b} in the “logic of the plan’” [i.e. of the new production relations
created by the October revolution); (c) indispensable 10 thwart the
tendency towards restaration of capitalism which would come about as
a result of strengthened primitive private capital accumulation in Soviet
society trying to link up with the capitalist world market? Wasn't it
precisely Trotsky and the Left Oppaosition who were clamouring for
more rapid growth, more planning, more industrialisation, before 19287
Were they perhaps the spokesmen of "'state capitalism”™, or expressing

‘the “pressures of rival ruling classes abroad” by doing so?

By differentiating “"growth'’ before 1928 and “urge to accumulate™
after 1928, Harman commits a double mystification. Before 1928
growth was too slow for fulfilling the needs of the people (i.e. the
workers and poor peasants), After 1928, there was no "urge to accumu-
late™ (Harman hasn't proved the transtormation of means of production
into commaodities, exchange values, capital, after 1928) but # speed-up
of growth (industrialisation | under specific forms. But without a speed-
up of industrialisation, not only could the needs of the people not have
been satisfied, but the transformation of the means of production into
commeodities, capital, i g. the restoration of capital, would have besn
unavoidable. So the “'state capitalists’ " sleight-of-hand appears here
again in a striking way. What was in reality an empirical, panicky,
uncalculated and barbarous attempt to prevent the reintroduction of
capitalism into Russia, to prevent the absarption of Russia by the
capitalist world market and the “law of value”, is presented as a suc-
cumbing to pressure of capitalism!

Of course industrialisation and collectivisation of agriculture were
introduced under such a form and under such leadership that the imme-
diate and long-term interests of the Soviet proletariat were deeply
harmed. They were introduced under the leadership and to protect the
interests of a specific social layer of Soviet society, the Soviet bureau-
cracy, which during this period crystallised into a hardened caste.
(Incidentally, when Harman dismisses the “desires of the bureaucracy’
a5 a mative force for the way the change occurred, he mystifies and
reifies social relations: how can the “'pressure of world capitalism™ lead
to changes inside Soviet society unrelated to the interests and “"desires’
of specific layers of that society?) The specific form of Soviet industria-
lisation resulted from a political and social defeat of the working class
from the hands of the Soviet bureaucracy, But that industrialisation
itself meant also a political and social defeat of capitalism (as well
Russian capital, or semi-capitalist primitive capital accumulation, as
international capitalism) from the hands of the bureaucratically
deformed workers state. |t is because they are unable to understand this
specific and unforeseen combination of social and economic conflicts in
Russia and on a world scale, that the adherents to the theory of “state
capitalism” cannot make head or tail of the world they have been living
in over the last thirty years.

Let us formulate the question in other words. Was it in the interests
of Russian producers to greatly and rapidly increase the mass of
modern means of production in Soviet society in the late '20s? Only an
ignoramus can answer this guestion with “no"'. Was it therefore in their
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interest to “‘accumulate means of production”’ (a5 use values, of course)?
Again the answer must be emphatically “aes”. Does it therefore make
sense to present such a rapid increase in industrialisation as a result of
the "pressure of world capitalism™, this meaning an adaptation to capi-
talism {of course, workers also make strikes as a result of the “pressure
of capitalism'’; but strikes are not exactly an adaptation to capitalism;
they happen to be means to fight against it)? There is no sense whatso-
over in such a mystifying statement—except the old-time Menshevik and
social-democratic “sense” that a socialist revolution in a backward
country is impossible and that, whatever you do, capialism, and only
capitalism, can flower there.

But, clamours Harman, industrialisation was realised through lowering
the standard of living of the workers. Quite true. Wasn't that therefore
an “adaptation 1o capitalism™? Wasn't that “accumulation of capital™?
“Accumulating'” his sophisms, Harman has forgotten his starting point.
The “pressure’’ was supposed 1o have taken the form of the need to
build a strong armament industry, “heavy industry’’, “'in competition
with the West™'; it was decidediy not the pressure of “competition’ for
selling goods on an international market, But it is only such a "'competi-
tion" which would have made it imperative to lower wages. When
Harmnan says that only through lowering the standard of fiving of the
Russian workers could there have been rapid build-up of heavy industry
and armament industry in Russia, he in reality swallows the classical
apology for Stalinism hook , ling and sinker. He implies that, without
lowering wages, there could have been no heavy industry, no armaments
industry in Russia. But as, without such an armament industry, the
USSA would have ceased to exist long since, given Hitler's onslaught, it
then follows that Stalinism—""lowering wages'” and all the miserable rest—
wis really unavoidable. Stalin saved the USSR, "You couldn’t make an
omelette without breaking eggs’’, etc., etc., a0 nauseam.

In reality, this classical Stalinist apology is rotten and false through
and through, The excessive rate of investment did not increase but
decreased the “'rate of accumulation of means of production’” in the
Soviet Union. Forced collectivisation did not help, but disorganised,
“heavy industry'” and "armaments industry . "Arms competition with
the West " was not helped but hindered by Stalin’s peculiar set of
economic policies. A lower rate of investment, with a much higher
productivity of labour as the result of higher wages, would have enabled
to get much better results than those of Stalin's. Trotsky's alternative
economic proposals would have led to much more etficient "competi-
tion with Western armament and heavy industry” than Stalin’s.

If that is so, Stalin’y policies can no more be explained by "objpective
needs” of “competing w Th the West” They can only be explained by
the specific social interests of the privileged Soviet bureaucracy. The
difference between Trotsky’s policy and Stalin’s was not that Trotsky
was in favour of “slower economic growth™, but that he was in favour
of a ruthless elimmnation of social inequalities and a putting of the
working class in command of the industrialisation process. The bureau-
eracy, not wanting to lose its power and privileges, crushed the working
class political proponents and introduced industrialisation, in a delayed
and spasmodic fashion, in such a form as to tremendously increase the
bureaucracy’s privileges, By doing so, it also tremendously increased the
waste of economic resources [in the first place the waste of labour
power, of productive enthusiasm of the workers, and of productivity of
labour} and led to a much weaker “competitive”’ position compared to
the West than Trotsky's would have led to. This is the real, and not the
mystified, history of the Soviet socio-economic developments in the
jate ‘20s and ‘30s. And it leaves no stone of Harman's laboriously built-
up mystifying construction: “industrialisation-through-state-capitalism-
in-order-to-withstand-the-pressure-of -Western-heavy-industry.'™

Let us try to put the question into historical perspective, Capitalist
industry was born “'dripping blood and tears out of all its pores™, asa
result of a violent and barbaric process of primitive accumulation (of
exchange values), Marx denounced the momentous crimes—but he never
for one instant forgot to mention that they were historically unavoid-
able. No other class of late feudal society could have realised industria-
ligation but the bourgeoisie, and by no other means. And without
industrialisation, no tremendous increase in human uctivity of
labour, no historical possibility of freeing man from fhe curse of idiptic
and repetitive labour, no possibility for expanding human needs towards
realisation of all human possibilities, no possibility for the withering
away of alienafing social division of labour.

In the epach of imperialism, as a result of the commaon “drain’’ by
imperialism and native ruling classes on the potential investment fund
for industrialisation |the social surplus product) and the tremendous
constraint of competition from imperialist mass production, no urider-
developed country can really repeat this process of industrialisation
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within the framework of the capitanst world market. This is a basic
aspect of the “general crisis of capitalism”, on a world scale, since World
War |, the basic reason for nearly uninterrupted revolutionary convul-
sions in the “Third World™ for mare than forty years

As a result of the socialist October revolution, Soviet Hussia broke
away from the capitalist warld market, from the possibility of imperia-
list capital and imperialist commaodities preventing a tremendous
industrialisation process. This was realised on the basis of a planned
economy, i.e. by freeing the country from the tyranny of the “law of
value”. For sure, this emancipation is only partial, not complete. This
industrialisation cannot reach, inside one country, a higher productivity
of labour than was realised by imperialism through international division
of labour: it cannot, thereby, achieve the building of a socialist society
But the Russian profetariat can start such a construction. It can develop
the productive forces and resist “world market pressures’’, without
having to resort to barbaric means, The bureaucracy’s crimes were
neither unavoidable to industrialise the Soviet Union, nor historically
MEecessary, NOr progressive in any sens

Fourth Mystification: Contemporary Capitalism

Harman tries to defend Kidron's preposterous notion that “arms eco-
nomy" represents a leak which enables capitalist to avoid crises. But in
order to extricate himself from Kidron's constant confusion between
destruction of use values and destruction of exchange values!13), he has
to push the inconsistency of that theory to its extreme. Far he now
detines a leak as a slowdown of sconomic growth. Do we misrepresent
him or exaggerate? Here is what he says himself:

“But if there are leaks whereby volue is taken out of the total
system, the opportunities for vach individual capitalist obtaining
value to transform into constant capital will be fess, and therefore
the constraints on each capitalist to expand his means of production
will lessen, The immediate pressures to expand constant capital (and
therefore proguction) will diminish, the overall rate of profit will fall
less, and therefore there will exist the basis for a longer term steady
expansion upon a lower average organic composition of capital, "M}
{Our stress).
it any sense can be read into this extraordinary nonsense, then it would
run as follows: if capitalists accumulate less, the arganic rate of capita-
lism will grow less rapidly, the rate of profit will decline slower, and
accumulation can go on longer. This is an obvious truism—provided one
does not forget at the end of the sentence what one said at the begin-
ning, to vit: that accumulation can go on longer because it is carried on
atalowe ite. But does this bear any resemblance to the economic
history ol | 2st-war capitalism, as compared to that of the twenties or
the thirties? Has economic growth been slower or quicker? Has capital
sccumulation been lower or higher? Has the organic compaosition grown
quicker or slower? Has technical innovation been retarded or accelera:
ted? To present the developments between 1950 and 1965 as being
characterised by the fact that “'the constraints on each capitalist to
expand his means of production have lessened " is such a fantastic slap
in the face of reality, that mystification here really hits the jackpot!

What Harman is as unable as Kidron to prove is that "armslprnduc-
tion' is in any form a “leak . Arms, we repeat, are commaodities
produced for profit, exactly like television sets or machine tools. Even
if one pssumed that they are entirely paid for by surplus value, they
would not constitute a “leak”™ but a redistribution of surplus n.raiuel
inside the capitalist class, the non-armament sector having part of its
profits siphoned off—not Autside the system, but to finance capital
accumulation in the armament Seclor. And as this armament sector has
a higher organic composition of capital than, say, textile production or
even television production, ong cannot understand how such a diversion
would lead to a slowdown of the increase in the average organic compo-
sition of capital, or to a reversal of the decling of the average rate of
profit.

in reality, of course, it is completely false to assume that armament
production is paid for exclusively by surplus value; Rosa Luxembourg
exposed that liberal-pacifist argument long ago!®!. Armament produc-
tion is being ‘'paid"’ for at least in part by a redistribution of the net
product between wages and surplus-value lit is_lrpﬁy financed by direct
taxes weighing on wages and indirect taxes weighing on consumer
goods). It leads, in an indirect way, 10 an increase in the rate of surplus-
value, and therefore 1o an increase in the rate gf profit. It sets off tem-
porarily the fall of the rate of profit neither through a decrease in the




organic composition of capital nor through a slowdown of economic
expansion=but, on the contrary, through stepped-up capital accumula-
tion and increased economic growth, accompanied by an increase in the
rate of surplus value. In that way, and in that way only, does “arma-
ments production” enable “profitable investment™ of surplus-value, as
we pointed out in The Inconsistencies of State Capitalism. But inasmuch
as it steps up “'capital accumulation™, it increases the organic composi
tion of capital, and thereby loses after a certain time on tha right side
what it gained on the left. Even under fascism, the rate of surplus-value
cannot be constantly stepped up to compensate that process, as Hitler
{and the German capitalists) found out to their cost. That's why arma-
ments production as 2 cure for the iils of capitaiism is only a short term
solution, It has the tendency to lead ot war—or to lose its curing virtues.

Mow, the past twenty years have been characterised by a much
guicker rate of capital accumulation, of economic grawth, of develop-
ment of the productive forces in the imperialist countries, than the
period 1919-1939. If arms production is not the main explanation for
this, there must be anothar ane, Harman cannot follow our argument
that each of the long-term periods of rapid economic growth under
capitalism {1849-1876; 1900-1918; 1940-45-1965) have been charac.
terised by a new industrial revolution (a quick transformation of basic
industrial technology), followed by long-term periods in which existing
technology became generalised throughout the system, He conflses
technical inventions with innovation, and presence of surplus capital
potentially capable of innovation, with circumstances inducing actual
investrment of that surplus capital for these innovation purposes. A
friendly bit of advice: please compare the rate of surplus-value (or the
increases of productivity of labour), say, in 1828 in the USA, Germany,
France, Japan, |taly, with those of, say, 1953 in these last countries
fand 1950 or 1960 in the USA): perhaps this will explain to you part of
the mystery.

Evidently, the long cycles linked with industrial revalutions have 1o
be explained by the inner motive forces of capitalism, i.e. must be seen
in terms of long cycles of "over-accumulation™ and “under-accumula-
tion". We shall have occasion to come back to this in detail elsewhers,

Fifth Mystification: Permanent Revolution

When dealing (briefly] with the political implications of the theory of
state capitalism for the under-developed countries, Harman again is
forced to mystify realities and theories, which are quite transparent:

““The theory of the permanent revolution according to Trotsky |
know asserts quite unequivocally that the tasks of the bourgeois
revolution in the undar-devaloped countries can only be solved by
the working class, led by a class-conscious revolutionary party. It
is not “menshevism’” to assert that as a matter of fact not only has
no such party yet led the working class to the taking of power in
Vietnam, or China or Cuba, but those that did take power executed
{in Vietnam and Chinal or imprisoned (in Cuba) those trying to
build such parties... Nor for that matter have the regimes in China,
Vietnam or Cuba carried through all the tasks of the national bour-
geois revolution. It is mere apologetics to pretend that they have
salved the problem of industrial development.” 16

The mystification begins by replacing a set of social relations by an ideal
political norm, and then goes on to dissolve concrete historical tasks into
vague generalisations | 'solved the problem of industrial development”).
By doing so, Harman has to entangle himself in passing into a new
contradiction. He seems to have forgotten that the historical function

of “state capitalism’ was to “‘defend itself against capitalism by imitat-
ing capitalism™, in building up heavy industry. Now we are told that
Chinese “state capitalism” is unable to “imitate” capitalist industrialisa-
tion. The industrialisation of China [a backward country of 700 million
inhabitants!) has not yet been “solved”, according to Harman's yard-
stick. But has it made a decisive step forward compared to the prewar
situation? Did China, under Chiang Kai-Chek, have a huge industry for
producing industrial consumer goods and industrial machinery, including
some of the most modern ones? Could it have built up such an industry
in competition with the capitalist world market? Harman doesn’t even
understand the question, let alone answer it.

But all this is beside the point. For Trotsky has a clear and preciss
summary of the theory of permanent revolution, which sweeps away all
the cobwebs of Harman's mystifications:

“With regard to countries with a belated bourgeois development,
especially in colonial and semi-colonial countries, the theory of the
permanent revolution signifies that the complete and genuine solu-
tion of their tasks of achieving democracy and national emancipation
is conceivable only through the dictatorship of the proletariat as
leader of the subjugated nation, above all of its peasant masses.

“Mot only the agrarian, but also the national question assigns to the
peasantry—the overwhelming majority of the population in backward
countries—an exceptional place in the demecratic revolution. Without
an alliance of the proletarial with the peasantry, the tasks of the
democratic revolution cannot be solved, nor even seriously posad.
But the alliance of these two classes can be realised in no other way
than through an irreconcilable struggle against the influence of the
national-liberal bourgeoisie.

“Mo matter what the first episodic stages of the revolution may be

in the individual countries, the realisation of the revolutionary
alliance between the proletariat and the peasantry is conceivable
only under the political leadership of the proletarian vanguard,
organised in the Communist Party. This in turn means that the
victory of the democratic revolution is conceivable only through the
dictatorship of the proletariat which bases itself upan the alliance
with the peasantry and solves first of all the tasks of the democratic
revolution,

*...A democratic dictatorship of the proletariat and peasantry, asa
regime that is distinguished from the dictatorship of the proletariat
by its class content, might be realised only in a case where an indie-
pendent revolutionary party could be constituted, expressing the
interests of the peasants and in general of petty-bourgeois democracy
—a party capable of conguering power with this or that degree of aid
from the proletariat, and of determining its revolutionary programme.
As all modern history attests—especially the Russian experience of
the last twenty-five years—an insurmountable obstacle on the road

to the creation of a peasants’ party is the petty-bourgeoisie’s lack of
economic and political independence and its deep internal diffaren-
tiation. By reason of this the upper sections of the petty bourgeoisie
[of the peasantry] go along with the big bourgeoisie in all decisive
cases, especially in war and revolution: the intermediate section
being thus compelled to choose between the two extreme poles.
Between Kerenskyism and the Bolshevik power, between the
Kuomintang and the dictatorship of the profetariat, there is not and
cannot be any intermediate stige, that is, no democratic dictator-
ship of the workers and peasants. "7 [Qur stress).

Let us first stress the fact that Trotsky starts from socizl and historical
problems, and not from political norms. The words “'class conscious
revolutionary party” do not appear once; gnd when he uses the formula
"Communist Party” or “Bolshevik power™, he means it evidently in a
socig-historical sense, i.e. a party capable of crushing capitalist-feudal
power, like the Bolsheviks did in Aussia in October. What the exact
relations of that party are with revolutionary Marxism and self-organisa-
tion of the working class is not automatically implied in that historical
role—and not an absolute precondition to this role. We have had a Paris
Commune which was not led by a “class conscious revolutionary party”,
even before the theory of state capitalism was born. And we know that
in its history, the working class has been led again and again, in its

great majority, by parties which were opportunist dr centrist, in ali
shades possible and imaginable, not anly in periods of relative quies
cence, but even in periods of great revolutionary upheavals. /8

Trotsky defines the two key historic tasks of the bourgeois-democra
tic revolution in the backward country as the conguest of national
independence and the agrarian revolution (the uprooting of all sami.
feudal rermnants and imperialist =ncroschments which brake the
development of the productive forces in the countryside). He never
say's, and we never said, that this leads automatically to & thorough
industrialisation of a backward country, after the victory of a socialist
revolution. He only says, and so did we, that this opens the read for
for industrialisation which a combination of imperialist and internal
reactionary class structure otherwise block quite efficiently,

MNow let us make the tcst for the four countries involved in the
cantroversy. |s China today a semi-colonial country? Does imperialism
maintain indirect rule as it does in Brazilia, Lagos or Mew Delhi, not to
mention smaller countries? is Cuba still under the thumb of American
imperialism, as it was during the Batista regime? Is American {or French
or perhaps British?} imperialism still the real ruler in Hanoi, just as it
obviously is Saigon? Were the spies of the “Pueblo™ just captured by
“agents of American imperialism’' in Pyang Yang through an unfortu-
nate oversight?

Anybody who does not have a completely mystified view of the
present world will hardly doubt as to how to answer these guestions.

It is obvious that these countries conquered complete and thorough
independence from imperialism not only formal-politicak. but also
economic independence—and this through violent revolutions; generally
ending in bloody anti-imperialist wars,
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Nor can there be the slightest doubt thata thorough-going agrarian
revolution (as a matter of fact, a more thorough-going ane than that of
Russia after 19171} took place in these fountries, sweeping away any
remnant of landlord-usurer-comprador-kulak bourgeois rule in the
countryside (i.e. with the exception of more urbanisad Cuba, for
between 80 and 90% of the population of these countries).

As these are self-evident facts, Harman has to involve himself in
another inconsistency when defining these countries as “state capita-
list”. Far the inescapable conclusion this would lead him to would be
to declare these “'state capitalist”’ regimes as highly progressivel Evi-
dently, if tomorrow a non-working class party were to be capable of
sweeping away all ties with imperialist exploitation and all remnants of
exploitation of poor peasants by landlords, usurers, merchants, kulaks,
as well as gliminate all rural unemployment, in countries like India or
Brazil, this would be a gigantic historical step forward, which all Mar-
ists should hail as at least as progressive as the great French revolution
[the theary of permanent revalution states that ik the epoch of imperia-
lism, this cannot any more be achieved but by a proletarian party. but
Tratsky might, after all, have been wrong, think Cliff-Kidron-Harman
& Co., at least partially wrong).

Now who led the revolutions which actually achieved these mighty
social upheavals (even a “state capitalist™ will have to admit that they
were revolutions, and not friendly negotiations at tea parties)? Commu-
nist parties, and, in the case of Cuba, a revolutionary organisation called
the “July 26 Moverment” which was of non-communist origin, “These
parties were workers' parties in nothing but their name,” thunders
Harman. Fieally? What about their social compasition? Would Harman
deny that an impartant part of the (relatively small) Indo-Chinese, and
the {more important) North Korean and Chinese proletariat {not to
speak about the Cuban plantation and sugar industry proletariat) gave
political support, wide allegiance, and even participated to the best of
its abilities in these parties? And what about their programme? Was that
characterised only by “the bloc of four classes” (we shall come back to
this in 3 minutel? Wasn't that blac, or the “new democracy”, only con-
ceived as a transitional stage towards the dictatorship of the proletariat,
which was spelt out in black and white as the historical goal of these
parties [by Castro after the beginning of the revolution, it is true, but
much sarlier than the Cuban C.P. itself understood this) ? Does Harman
know any “pedsant party”’ which has & programme in favour of the
dictatorship of the proletariat, which claims to fight for collective
property of all means of production and even to set out 1o build a class
|ess communist society? *"Words, words, just words," Harman obstinate-
ly insists. In essence, these are peasant parties, petty-bourgeois peasant
parties.”

But this is precisely where you make your break with the theory of
the permanent revolution, dear “state capitalist’ blunderers, we answer.
For the mainstay of that theory is the inability of the peasantry to
build a revolutionary party of its own. If the peasantry is able to soive
the problem of agrarian revolution and national indeperidence by itself,
the very possibility of the dictatorship ot the profetariat in 3 backward
country disappears. Where the working class is a small minority of
society, this possibility only exists in function of the incapacity of the
peasantry to successfully centralise and lead its own struggles for solving
basic bourgeois-democratic tasks. Trotsky is crystal-clear on this in the
above-quoted conclusion from Permanent Revolution, The peasantry
split into two parts: one, the richer, going with the bourgenisie; the
other, the poorer, going with the proletariat. This happened in China
after 1945, in Vietnam after 1945, in North Korea after 1945, in Cuba
after 1959, exactly like in Russia after March 1917 or in China after
1975. So either you defend the preposterous proposition that nat ional
independence and agrarian revolution were not realised in these
countries—or you have to admit what seems to us self-evident: that
Mao, Ha Chi Minh, Kim il Sung, Castro, were leaders of proletarian
parties, certainly bureaucratised ones, of Stalinist origins (in the first
three casesk. certainly opportunist ones, certainly parties a far cry from
revolutionary Marxism —but nevertheless waorking-class parties (in the
same sense 35 the French and the Italian C.P. are bureaucratised oppar-
tunist working-class parties).

The guestion does not stop there. The Chinese, Vietnamese, North
Korean, Cuban, revolutions didn't limit themselves to establishing
complete independence from direct or indirect imperialist rule, and
radical agrarian revolution. They also abolished all native capitalist
property aswell, eliminated the native bourgeoisie, and destrayed the
bourgeois state (the Y ugoslav revolution did of course the same(™d!.
Nobody in his right mind really beligves that the Chinese bourgeoisie
i ruling today in Peking. Ask any Chinese capitalist in Hong Kaong,
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Taiwan or Honolulu: he'll tefl you, He knows. He cannot attord to be
mystified by “state capitalist” rhetoric. 5o hera we have an even more
mysterious situation for the poor adherents to the theory of “state
capitalism”. “'Petty bourgeois leaders” [peasant parties| are seemingly
nat only ablé to eliminate imperialist rule and liberate the peasants
from age-old landlord-moneylender-compradar exploitation; they can
even destroy the "native’” capitalist ruling class as well, together with
its bourgeais army and its bourgeois state. And Harman has the cheek
to pretend that this preposterous proposition is nat in complete contra-
diction with the theory of permanent revolution!

"The Vietnamese merit support, because they are conducting 8
national liberation struggle’”: this is Harman's lame answer to our
paintifig out the inconsistency of supporting the NLF and seeing in it
at the same time “"the nucleus of a future state capitalist exploiting
class”. Let us leave aside the ridiculous comparison between the Viet-
ram war and the Kenyan or Cypriot struggle; we are eager to have
Harman paint out to us the five hundred thousand British soldiers sant
to Kenya or Cyprus20, But here again Harman in reality is forced to
accept one typical Stalinist mystification, peddled by the C.P. “peace
movements” all around the warld: the mystification that “essantially”’
the South Vietnamese are fighting for the “independence”’ of their
country against a "foreign aggressian’”, and not at all against capitalism,

The reality is of course otherwise. In South Vietnam, a civil war
started right after the Geneva agreement 21} Peaple rose becauss the
fascist Diem regime clapped them into concentration camps by the tens
of thousands, and eliminated the agrarian reforms realised in the terri-
taries liberated in the South by the Viet-Minh, before the Geneva truce.
This civil war unfolded for years before there was any Morth Vietnamese
intervention. Large-scale imperialist imtervention only took place when
this civil war was on the point of being successful. |ts purpase was not
to introduce "national oppression” into South Vietnam, but to prevent
the overthrow of capitalism there. U.S. imperialism was afraid that such
an overthrow would threaten capitalism in the whaole of South-East
Asia, and stimulate permanent revolution on an even wider scale, This,
and only this, can explain the stupendous investment of arms, men and
capital to stop the Vietnamess revolution—and not 5. imperialism's
“hatred’”’ of national liberation struggles, which it could quite go along
with (see Indonesia, Algeria, etc,) as long as capitalism wasn't
threatened.

The guestion which Harman has to answer is the one relative 1o the
class nature of the forces involved in that civil war. On the one side
there were the landlords, the usurers, the fascist Diem bureaucrats. the
compradors, the kulaks, the imperialists. Who was on the other side?
Only the poorer peasantry? |s it then capable of leading a centralised
revolutionary struggle all by itself, not only against a tottering collection
of semi-feudal overlords, but even against the mightiest imperialist
power on earth? Was Trotsky then so wrong in “underestimating the
peasantry’' ‘s capacity for independent political struggle? Or was there,
after all. also the working class, and a working class party—a bureaucra-
tised one of Stalinist origins, undoubitedly; but after all a working class
one—leading those masses?

Harman feels it necessary to throw the pebble of the “bloc of the
four classes” into the pond, 100

“|t would be interesting to see Mandel justify his own claimed
commitment to the theory of permanent revolution in the light of
the avowed (1) policy of the Chinese before taking power and of the
NLF today being the ‘bloc of the four classes’" 122}

Marx taught us 1o judge people not on what they say aboul themselves
but by what they do (by their objective rofe in societyl. Harman the
mystifier now turns this lesson upside-down, Never mind whether the
Chinese C.P. has expropriated all private property of the means of
production from the capitalist class; whether it has destroyed their mate
and their economy, left not one regiment from their army. Thatis
unsubstantial. As that party has the “avowed polidy"* of the "bloc of
four classes”, any upright state capitalist has to presume that Chiang
Kai-Chek and his henchmen are still today in power in Peking. How
stupid can one get?

A "policy” is not a set of words on paper, but a line one follows in
action. The “bloc of the four classes’ meant the subordination of the
C.P. 1o the Kuomintang, the subordination of the workers to the
bourgeois army (which hastened to disarm and kill the workers], the
refusal to touch the property of the landlords, urban capitalists and
rich peasants in the countryside, for fear of “upsatting”’ the (bourgeois}
army.,



There were certain formal similarities between Mao's line between
1837 and 1946, and the disastrous line pursued by the Chinese CP.
between 1925 and 1927, although even before 1946 there was 2 basic
difference: instead of disarming his own forces, Mao maintained them
indapendent from the bourgeois 2rmy, which tried again and again to
crush them militarily, and faifed. In the towns, the similarity was praba-
bly more than formal, although the Japanese imperialist occupation
introduced a complicating {and obscuring) factor.

But after 1946 a definite change set in, essentially under the pressure
of a huge uprising of poor peasants and rural semi-proletariat in North
China. In face of that uprising—and of a renewed military offensive
against him by the Chiang Kai-Chek forces, Mao now made a decisive
turn towards coordinating and centralising a peasant revolution through-
out the country, towards destroying the bourgeois army, and conguering
power in the towns, destraying capitalist property in the wake of
conquering the towns (with a certain delay, for sure, but, after all, even
the Bolsheviks didn’t nationalise industry immediately after taking
power, and had intended to do it still later than it actually occurred. To
put a sign of identity | “avowed policy of the bloc of the four classes™)
between a complete subordination of the C.P. to the Kuomintang, and
the destruction of Kuomintang power by a huge popular revolution led
by a bureaucratised working class party (3 bureaucratically deformed
socialist revolution, if you wish) is a feat of “theoretical” acrobatics
Harman can be really proud of.

We pointed out that Kidron's conclusions about developments in he
colonial and semi-colonial countries were straight Menshevism—flowing
from the Menshevik theory that in Russia—"under the pressure of the
world market''—only capitalism was possible. Harman, having swallowed
the Menshevik starting paint of “state capitalism”’, is now forced 1o say
B, after having said A. Mot anly has he adopted Menshevism, but he is
adopting also more and more of its Stalinist by-products. We have
already seen how his interpretation of the Soviet industrialisation
process is nothing but a repetition of the classical apologetic theories of
Stalinism: “Without Stalin, no efficient armaments industry in the
USSR, Mow Harman adopts another Stalinist "theory™: the theory of
“petty-bourgecis’’ states, neither workers states nor bourgeois states,
neither the dictatorship of the proletariat nor the dictatorship of the
bourgeaisie, neither fish nor fowl. This remarkable revision of Marxism
has been elevated to the level of dogma by...the official programme of
the CPSU under Krushchev, And how else but by this Stalinist farmula
of “national democracy’’ can one summarise Harman's definition of
China, Vietnam, Cuba, Yugoslavia, North Korea, as being states of "a
petty bourgeoisie trying to transform itself into a capitalist class”2317

Because for us the Yugoslav, Chiness, Vietnamese, Korean revelu
tions are distorted socialist revolutions (i.e. led by bureaucratically
distorted working-class parties), we prefer not to call the parties which
led these revolutions “Stalinist™ parties, For us, Stalinism is essentially
a conservative ideclogy of the ruling bureaucratic layer in the Soviet
Union, historically committed to the status gquo {the extension of its
power and privileges into the Eastern European countries, at the end of
World War 11, on a8 world scale historically strengthened and not
weakened the status guo, for it was being “paid for™ by the attempt to
stop the overthrow of capitalism in Western Europe and many other
places, inclusive China). Stalinist parties are parties which are subordina-
ting the interests of the working class in their own countries to the
interests of the Soviet bureaucracy’s diplomacy. They therefore have
acted, historically, as props of the capitalist system in their countries. 24/

Of course, the Chinese, Vietnamese, Korean, Yugoslav, C.P.s are
parties of Stalinist origin; many traits of their ideology, internal struc-
ture, attitude towards the masses, were inherited from Stalinism. But
these traits, important as they are, and important as are their negative
consequences for world revolution and for starting the process of
building a socialist society in their countries—and against which traits
we conduct an irreconcilable struggle—are not the decisive factor for
determining their social nature. Decisive, on the contrary, is the fact
that, when the ove rthrow of capitalism was put on the agenda, they led
this overthrow, be it in a distorted and perverted form, instead of
preventing it. In order to do so, they had to break with the rule of
subordinating themselves to the Kremlin bureaucracy, they had to
disobey Stalin’s orders and instructions, and to throw overboard, at
least in practice, some of the basic tenets of Stalinist “theory”.

To say that the Chinese C.P. is the same kind of party as the
Indonesian C.P., the Yugoslav as the Greek CP., the Vietnamese as the
French C.P.—to say, in other words, that there is no “basic” difference
between destroying capitalism and upholding it! —is to throw overboard all
objective criteria of judgment in favour of partial analogies'@%! . To say that

“Stalinism™ has been capable of overthrowing capitalism in the mast popu-
lated country on earth is decidedly giving too much honour to Stalin!

Because the Yugoslav, Chinese, Korean, Vietnamese, Cuban, revolu-
tions were distorted socialist revolutions (the Cuban the least bureau-
cratised and distorted of them all, for it was led by revolutionary forces
not originating from Stalinist ideclogy or organisations), they are part
and parcel of the world revolutionary process-started in October 1917~
be it under unforeseen and specific forms. Their victory has meant
heavy defeats for world capitalism and imperialism. It has strengthened
and not weakened the international revolutionary vanguard, included
that part of it consciously fighting for world revolution and for workers’
states under workers' management through freely elected workers’
councils {the same can certainly not be said about Stalin’s victory in the
USSR). It has weakened and not strengthened Stalinism in the Soviet
Union, and its stranglehold on the international working class move-
mént. It has deepened both the crisis of capitalism and the crisis of the
Soviet bureaucracy, and created more favourable conditions for an
extension of the world revolutionary process to the industrialised
countries in Western Europe. This logic—and therefore everything which
is happening with world revolution in the last decade—is incomprehen-
sible if one falls under the sway of the mystifications of "'state
capitalism”. It is only made comprehensible by Trotsky's theory of
Stalinism and of the Soviet bursaucracy.

August 10, 1970

Footnotes

(1! Chris Harman: The Inconsistencies of Ernest Mandel, in lntema-
tional Socialism, December 1968-January 1970—an answer to Ernest
Mandel: The Inconsistencies of State Capitalism, IMG pamphlet, 1969,
itself an answer to Michael Kidran: Maginat Marxism: Mandel’s Econo-
mics, in International Socialism, April-May 1969

21 One example will be sufficient for this type of debating point.
Harman takes us to task because we are alleged 1o have identified “‘thirst
for profit” with "capital accumulation™ and “the final money form of
capital”’. This is plain unadulterated nonsense, he proclaims (op. eit.

p. 36). A moment’s more careful reading would have shown him that
we didn’t identify any abstract ""thirst for profit” with “capital accumu-
lation” (and certainly not @ Chinese usurer's onel, but “the capitalists”
thirst for profits”. And that “thirst” is indeed determined by the econo-
mic compulsion to accumulate capital under conditions of private
property (competition). Far from being “nonsense’’, unadulterated or
not, this identification is one of the basic discoveries of Marx's
economic theory.

3 Chris Harman, op. cit. p. 36, 37.

#)  Chris Harman, op. cit. p. 37.

(5 Das Kapital, Engels Edition, 9th printing, Hamburg, Meissners
Verlag, 1921, vol. |, pp. 39-40, 45-46.

81 Chris Harman, op. cit. p. 38

7 |bidem.

B  Inasmuch as only genaralised commodity production is suppressed
after the overthrow of capitalism, and that partial commodity produc-
tion still survives, the economy is dominated by a struggle between the
“law of value’ |“spontanecus allocation of resources”) and “the logic
of planning” (i.e. conscious allocation of gconomic resources in the
interests of those who administrate the economy). This strugghe can
only end by either a return to capitalism (in that case, “the law of
value” takes over again], or by a definitive consolidation of planning (in
that case commadity production starts to wither away in the field of
consumer goods too). On the road to this second end-result, the
bursaucracy's administration of the economy and the stz te must be
overthrown. It is very unlikely that this second process could be
achieved without an international extension of the revolution (although
what is involved here is something more “primitive” than the final end
result: the complete disappearance of commodity production, of classes
and of the state, i.e. the completed construction of a socialist society,
unattainable in a single country).

8 Ernest Mandel: Marxist Economic Theory, Merlin Press, 1969,
vol. 11, pp. 621-626.

M0 An amazing accusation! On page 2 of our pamphlet, we wrote that
capitalism is the only form of class society in which all elements of
production {land, labour power, labour instruments, etc.} become com-
modities. The transformation of labour power into a commodity—isn‘t
that "'a reference’’ to the wage labour/capital relationship? This is
repeated again on page 3, where it says that capitalism is characterised
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by a class structure and a mode of praduction which imply that labour
power has become a commodity, i.e. by "the existence of a proletarian
class, forced 1o sell its labour power”. Two lines further on we mention
the class struggle between Capital and Labour as resulting inevitably
from the laws of motion of capitalism. On p. 12 we explain at length
what forces a capitalist corporation to exploit workers in order to accu-
mulate capital, Yet Harman coolly writes: “Nowhere in the whaole
section of the pamphlet dealing with the question |presumably the
guestion of the nature of capitalism and of commaodity production) is
there a single {1} mention of the working class or a single (1) reference
10 the wage labour/capital relationship” {p. 36)...

Mb Trotsky makes this distinction between the bureaucracy’s “appro-
priation of the products of the labour of others” | The Revalution
Betrayed, New Park Publications, p. 240, 1967), and “'exploitation” in
the scientific sense of the term (/n Defence of Marxism, Pioneer Pub-
lishers, New York, 1942)

W2t Chris Harman, op. cit_ p. 389,

03 Harman accuses us of "falsifying” Kidron's position. But he fails
10 explain why a war would represent a “leak of capital™, Slumps
devaluate capital, we all agree |and | indicated that, on that point,
Kidron was only repeating Marx). But what about wars? “Wars and
slumps have destroyed immense quantities of output,” wrote Kidron.
Isn’t that inferring that destruction of exchange values (by a slump)
equals destruction of use values (% ¢+ a war)? How is war supposed to
“destroy immense quantities of oulpul eXCERT LTougn Py sica
destruction?

M8l Chris Harman, op. cit. p. 39,

5 Rosa Luxemburg: Die Akkumuwlation des Kapitals, pp. 370 et fal.,
Vereinigung Internationaler Verlagsanstalten, Berlin 1823,

"6 Chris Harman, op. cit. p. 40,

7 Leon Trotsky: Permanent Revalution, Mew Park Publications,
1962, pp. 152-154,

M8} To avoid misunderstandings, and to prevent the inevitable shouts
of “revisionism'’ by our dear friends of the Healyite persuasion, let us
repeat for the nth time that Trots'y foresaw and predicted that “under
exceptional circumstances (war, defeat, financial crash, mass revolu-
tionary pressure]”, opportunist and bureaucratised parties like the CPs
could break with capitalism and initiate a revolutionary process leading
to the dictatorship of the proletariat. (See the chapter of the Tramsitio-
nal Programme entitled '"Workers and Farmers Government™). Isn't that
precisely the description of what happened in Yugostavia, China, Viet-
Jnam, ete.? The essential question is whether this is "highly exceptional”
{as Trotsky predicted and we emphatically uphold] or whether this
could somehdw become a wider “rule”, as opportunist split-offs from
the Fourth International (to start with, Posadas, Pablo and the Ceylon-
e3¢ LS5P) are persuaded?

181 Harman cannot resist making another dubious debating point:
“Why didn’t you recognise the Yugoslav socialist revolution when it
happened, but anly three years later?"” We could start quoting to him
some passages indicating that we had at least an inkling that something
particular was going on in that country before 1948 |notwithstanding
an evident lack of information). But look who's complaining: 8 member
of & group which “‘discovered” the establishment of “'state capitalism”
in the USSR not three but more than twenty years after it had

1200 | Algeria, French imperialism engaged on a large-scale colonial
wiar, it is true, But this can be explained not only by the exceptional
importance of French investment in the Algerian oil industry —uncom-
pared to any U.S, imperialist investment in Vietnam—but also and
especially by the special implications, for French internal politics, of the
presence of a large French settlers’ minority in that country, which
made millions of petty-bourgeois rabidly attached to "1’ Algerie fran-
caise”. Nothing of the kind exists in Vietnam with regard to American
society.

21 Harman's remark, that “in Vietnam, the Stalinist leadership has
twice already shown itself incapable or unwilling to solve the mast ele-
mentary of bourgeois national tasks—that of national unity—when
sppartunities [!) 1o do were at hand {in 1945 and in 1954}, Thisisan
adious ravesty of historical truth, for it completely mystifies the preciss
opponents of “national unity”’. It is not as a result of the Vietnamese
C.P. "submitting” itself to some “bourgeois” leadership (presumably
Bao-Dai? or Diem?) or the Chiang Kai-Chek type that national unity
wasn't realised in 1945 or 1954, but due to direct foreign intervention
of a ten-times-stronger military power (later backed by U.5. imperialism
which was one hundred times stronger). Ho Chi Minh in fact proclaimed
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independence in the whole country, and tried to unify it, but was
driven away from the cities by superior foreign military strength {and
anly thereby|. Perhaps Harman missed out telling Giap how he could
have taken the “opportunity™ to beat the French army, navy and air-
farce in 1945, supported additionally by British and Chiang Kai-Chek
forces, Presumably, Dien-Bien-Phu was as easy a battle to organise, for
experts of the Harman vintage, as it would have been in 1954 1o start
open warfare against Amerizan imperialism, without granting a breathing
space to people who had been fighting for fourteen years. With the
same irresponsibility, one could say that the Brest-Litovsk peace showed
the Bolsheviks' “inability or unwillingness to solve the most elementary
of bourgeois national tasks” in Russia. Harman should be ashamed of
such kind of “arguments” used against revolutionists who have struggled
langer against imperialism and capitalism, arms in hand, than any other
group in the world since the international working class movement was
founded,

22} Harman, op. cit. p. 40.

(23} One class “'trying to transform itself”" (sic) into another class is
certainly a daring “innovation in the framewofk of historical materia-
lism,

1240 *“The chief accusation which the Fourth International agvances
against the traditional organisations of the proletariat is the fact that
they do not wish to tear themselves away from the palitical semi-corpse
of the bourgeoisie,” writes Trotsky in the Transitional Programme.

{28]  The Shachtmanite adherents to the theory of a “'new bureaucratic
class” tried at least to be more consistent; they saw in esch Communist
Party an "instinctive drive” to establish itself into a new “'fascist-type
like™ ruling class. The cold war having given its verdict—and Shachtman-
ism having disappeared under its waves in a sea of ridicule and renegade
behaviour—one sees how wrong that prediction was, But why are some
C.P.s just "neo-reformists” (i.e. subservient to private capitalism) as the
British C.P. presumably is the eyes of International Socialism (ITke the
French, Italian, Greek, Spanish, Indonesian, Brazilian, C.P.s, and the

list could be extended ad fibitum), while just a few others are “trying

to transform themselves into a new ruling class”? And If this distinction
exists, what's the use of defining both categories of parties by the same
fabel?



