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1. The Social Character of the Soviet Economy

Ernest M andel rreprinted from Marxist Economic Theory, Merlin Press, 1968, ppS66-365.1

On the basis of these facts it is possible to make &n appreciation of
the charzcier of the Soviet ecopomy and ite laws of development, Con-
trary to what is alicged by a number of sociclogists who try to make
use of the Marxist method of analysis, T the Soviel economy does
not display any of the fundamenral aspects of capitaiist ecomomy. It

v'ﬂ. only forms and superficial phenomena that can lead the observer

[

astray in seeking to define the social character of this econcmy
it is true that mpid industrialisation takes the form of a "“primitive
accumulation” schieved by a forcible levy on consumption by the
workers and peasants, just as capitalist primitive secumulation ‘was
based on an increasc in the poverty of the people.® Bu:, unless there &
a large-scale contribution from outside, no accelerated accumulation
. can be csimied oul 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 pothing specaifically capitalist in that.
Capitalist accumulation i3 an accumulation of copiral, that s 4
capitalisation of surpius value with as its aim the production of more
surplus value by thissspital. Profit remains the purpise and dfiving
force of capitalist production. Soviet accumulation s an accumula-
tion of means of production as use-valwes. Profit is oeither the se

ﬂ-ﬂ&dnmﬂm of produciicn., It 7 merely an accessory
insfrument in the hands of the e in order to facilitate fulfitment of

the plan and checking on how it is being carried out by each enter-
prise.

Because capitalist production is production for profit It is essentially
production based on comgpeution for uest of markets. Even i
concentration  of capuai has reached its highest pomi and the
monopalies wield supreme power, competition coptinues in both old
forms and pew. I is this competition that determines the anarchy of
capitalist production. Privale decisions, taken independent!Vof each

t_m‘.h:t. decide the emount and rate of growth of production and

Vm{nm'}r_mm{: izl means of production is in the hands of the siate,

secumulation. AP “arganisation™ of capitalist economy is thereby
doomed to remain [ragmentary and insufficient.
Soviet planning, in contrast to this, is real planning, nsofar as the

which can thus centrally decide the level and rate oF growth of pro-
doction and accumulation. Elements of anarchy continue, it is true,
within the lramework of this planning, but their rle is precisely com-
parable to that of the elements of “planning™ in the capitalist
economy: they modify but do not abohish the fundamental social
charmctericies my. e e s
WAnE coonomy, subject to the tyranmy of profit, develops in
sccordance with quite precise laws—tendency of the mie of profit to
Tall; flow of capatal into sectors with mtes of profit higher than average:
concentration and centralisation of capital leading to the seeking of
monopoly super-profit, etc.—from which result the particular features
of ils preseot<day phase. Soviet economy escapes complelely from

t Ser Ygael Gluckstein [Tony CHF), The Nature of Stalinist Ruszia; Do Dallin,
The Reol Soviet Bussig: Amedeo Bordiga, Dialogie with Stalin, cte.

*In = speech to the Central Committee of the CP.5.U, Staiin declured in
1928 that industrinbization would impose & heavy tribute on the peusantry. This
speach was pot published until 1949, jn Volume X1 of his Works.® We deal
with the thesselical problema raised by this historical fact, and the limited
effectivensss of this iechnigue of industrialisation in Chapler 16, section on
“Rourcen of socialivt sccumulation™ and “Maximom and optimum mmies of
mccumiilaiion®

these laws and particular features. Despile {.e immense territory open
to it in Asia, beyond its froniiess, it w—mﬁu?mvwr%h
“capital”, though the “mte of profit™ is cerainly hi

ose
e I e s
_the Tower cost of laboor (Coumnies like China, Nidith Korea, Outer

!

Mongoha, Norih viemm, sic). Despite the huge accumulation of *

“zapital™ in heavy industry, invesiments continue to go primarily into
this sector, instead of spilling over more 2nd more into the i
sectors, as happens in capitalist economy i its declining phase. Arti-
“ficial limitation of producticn, agricuftural Malthusianism, Hon
of technical inventions, not 'o mention periodical crises of “ower-
production™’, partial stoppage of production, or even destruction of
part of production—ail these phenomene which are characteristic of
capitalist economy ns 8 whole, including the economies of capilalist
countries less developed industrially than the USSR, (Japan, Ttaly,
Argentina, Brazil, et} are not to ba found in Soviet economy, and this
has been =0 since 1927, that is, for a third of a centory.
Wﬂmﬁgg%w)lahuh Even countries which
are most autarkic m v—Japan on the eve of the Second World
War, MNazi Germany. Ttaly in the period of the League of MNations
“sanctions™, stc,—are unable 1o exempt themselves from the =gcllt‘u'al

gﬂ%@nﬁ_%ﬁgw outbreak of the crisis
5729, and then SE 1938, lefi a mark on the sconomies
of all the capitalist countries, not excloding the “autarkic™ ones.

The Soviet economy, however, while retaining definite links with
world capitalist economy, i exempt from the fiuctuations in the con-
juncture of world economy, Indesd, periods of most remarkable
advance by Soviet economy have coincided with periods of crkl}..
depression or stagnation in world capitalist economy.

This befng so, it is talking a! cross purposes to declare that the
capitalist nature of Soviet economy is shown by its ition with
the other great powers (11.S.A., Germany, Japan, €ic.), " competifion”
which primanly 1akes @ mulitary form. It is clear that any non-capitalist
economy established norv%ﬁs 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 1s competition for markets and profit; rather is it a “com-
petition™ which results precisely from the different social characters
of the USSR, and the capitalist world, which confront cach other.

Similarly, it is erroneous to regard the Soviet economy merely as

the "c;l_lmiﬂg@n“ of dﬂe;lc_umnﬂtn} tendencies which can be in
present-day capitalist omy: encics towards total mongpolisa-
tion mu{ “classical” private property; merging
of the economy with the state] growmg “state interference” in the
cconomy, and so on. Actually, Soviet economy is the diglectical nega-

ﬁ%ﬂﬂemim*

* Cf. Karl Marz apeaks in Violume I11 of Cuapirtel shout joint-stock companies
which, in practice, involve the expropeiation of small and medium capitalists,
and adds: “However, this expropristion appears within the capitalist system in
a contradictary form, as appropriation of secial property by & few”, And again:
“The capitalist stock companies, s much as the co-opemtive factories, should
be considered au transitional forms from the capitalist mede of production 10
the associated one, with the only distinction that the antagonism is resolved
negatively in the one and positively in the other™ ™

L
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In present-day capitalist econcmy the “managed economy™, ths
increasing fusion of sifte-and economy, the otceSional violation of
sacrosanct private properiy, all emist for the %ﬂ:ﬁ
cgpital, for the defence, protection and guaranieeing of iis p ;
merging of the state with the economy is at bottom nothing but the
total domination of the ccomomy by the private monopolies, which
make use of the staie machine, In the USSR, however, the siate
management of the economy, the abolition of the right to private
ownership of the means of production, the fusicn of economy and
state, bave 21l tak=n place by way of rhe expropriation and destruction
of the bourgeoisie as @ class. Present-day capilahsm 15 ca imm which

n urhest 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

Ionu capitalist country inte another capitalist country is mot accom-

“ panied by any revolution in social structure: the German occupation
of Franece and the occupation of Germany by the Americans, British
and French showed this quite cleariv.

In contrast, the German occupation of the Western provinces of

the USSR, and later the incorporation of the so-called *‘people’s:

democracies™ into the zone of Soviet influence, involved gqualitative
structurzl changes. It is unnecessary to speak of the destruction of
capitahism in Eastern Europe; the facts are known to all. Less known

are the measures taken by the Maz occupiers in the US.5.R. o rein-
tg%uﬂe private ownership of &m‘n?mf&%ra'"‘mfmmmm
works at Zapor was seirsity-The VereimiEE Aluminiumwerke
trust. Within the framework of the Berg und Hittenwerke 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.mbH. The Siegener Maschinenbau A G. took over the Voroshilov
works at Dnicpropetrovsk, the Krupp trost grabbed two factories at
Mariupol, two at Kramatorskaya and one at Dniepropetrovsk. IL 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 [.G. Farben trust organised the
Chemie Gesellschaft Ost GombH. and the Stickstoff Ost AG. in
Russia. In the daily newspaper Fronkfurter Zeitung we find, within
a space of three days in May 1043, reports 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 & new type, neither capitalist nor socialist, a “managerial™
society (Burnham), a bureaucratic society (L. Lauraf), bureaucratic
collectivism (Bruno Rizzi, Shachtman, etc.), or a society run by a *‘new
class” (Milovan Djilas) cannol be accepted either. The supporicrs
of these theories rightly deny that the Soviet mode of production is
capiialist in characler. But they do not grasp that what is non-socialist
in the US.5R.—extensive social inequality, burcaucratic privilege.
lack of sslf-determination for The Producers, ete—representsa penduct
of the mfmri nt.

THhey sec tho 5 a5 ents of a future society. They
are unahle. however, to offer an exact charactensation of this society,
to define a particular dynamic for it. bevond uttering platitudes or
absuid allegations which are continually being contradicted by events.®
They cannot say what mode of production gqualitatively different from
that of the USSR, would correspond to the era of transition from
eapitalism to socialism,

In reality, Soviet economy embodies compgdiciory features, which
neither its apelogists nor its vulgar critics have bezsn able to bring
together into a comprehensive conception.

The zpologists paint 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 indesd prove that the USSR, s not a
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capitalist country. It remains nevertheless mistaken to draw the con-
clusion that the U.S.5.R_ is already a socialist country, although classes
(the working cless and the peasantry) conotinue 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 advarced capitalist country.

The advocates of the “stale capitalism™ theory show correctly the
bourgecis character of the phenomena of inequality, of the norms of
payment for work that exist in the US.5.R. But they generalise falsely

s they describe the Soviet mode of production as being likewise
apitalist. The advocates of the theory of “bureancratic collectivism
show clearly the non-capitalist nature of the Soviet 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 contradicrory combination of a non-capitalist mode of produc-
tion and a still basically bourgeois mode of disiribution®* Such a con-
tradictory combination points {0 an ¢conomic system which has
already gone beyvond capitalism but which has not yet neached
socialism, a system which is passing through = pai transigion be-,
tween capitalism and socialism, during which, as ¥enm already
showed. the economy inevitably combines features of the past with
features of the future =

* The noisiest of these alicpations was that put forward by Brumo Rizzi and
taken up by James Burnham in The Managerial Revelurion - the Soviet-German
alliance was =aid to be a stable allinnee between two social systems of the same
kind. The MNazi attack on the T1.55R and the extremely clearcut and savage
aspect of 3 struggle between two different social systems which was assamed 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
statisticial data, came to the conclusion that the rafe of progress of industrial
production in the US.5.R. has kept up since the first thruss of rapid indus-
irinlisation, and considerably exceeds the rate of indeatriniisation of all the
other countries, including the LLSA, in the period after the Civil War™
=% Cf. Engels in Anti-Dihring: "Each pew mode of production or form of
exchange is at first retarded not only by the old forms and the political 2ssocia-
tions which correspond to these, but alio by the old mode of distribution: it
can only secure the distribetion which i essential (o it in the coirse of & long
strugghe™. Cf. also Marx, in Critigne of the Gotha Progromme: “What we
have to deal with here is a communist socicly, not 88 il has developed on its
own foundations, but, on the contrary, fust a5 I cmerges from ¢I:|‘lillk’.isl-
society . . . Hence, squal right here is siill in principle—bowrgeoiy rivhy , .7

T CfrMarx: “Within the co-operative society based on common ownership of
the means of production, the producers do not exchange their products; just as
little does the labour employed on the products appear here ar e velue of thesed
products . . . since now, in contrasi to capitzlist sociely, individual labour no
lonper :_x'urls in an indirect foshion but directly as a component of the total
labour.™ And Engels: “The seizure of the means of preduction by society
puts an end lo commodity production . . . From the moment when society
enters into possession of the means of production snd uses them in direct
association for production, the labour of ¢ach individual, however varied i
specifically useful character may be, is immediately and directly social labour.™

46, Stalin: 9th July, 1928, “Industrinlisation and the Grain Problem™
English edition, Yol X1, p. 167). o edfon
#7. Mam: Dar Kapital, Vol 111, FLPH edition, pp. 430, 431,
48. Nuremberg Trials, Vol VI, pp. 19, 699,
49, Frankfurier Zeitung, 8th and 11th May, 1943,
3. Bergson: Sovier Economic Growth, pp. 11, 46-48, T7. .
51, Eangels: Anti-Diihring, 1934 lish edition 5 g e -
the Gotha ﬂ"agrumr:f. H.PHE:DEIIFI]M. PR 20, 2?.- Sl it
5L A, Yugov: Russias Economic Fromt for War and Peoce, p. 261,
53, Marx: Critigue of the Gotha Programme, FLPH edition, 20

54. Engels: Anni-Drithring, 1934, English edition, pp. 311, 339, "
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2. Maginot Marxism: Mandel’s Economics

Michael Kidron {Reprinted from International Secialism, 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 2
surplus product is systematically pumped from the mass of
producers — this happens in any class society — 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 iz 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 nltra vires holds, permitting
individual capitals to do anything not expressly forbidden by laws
whose scope and content they themsslves determine to a large
extent. Beyond, in the world shared between national 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 mot 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 a
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. [t 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

i~

punishment at the other. What is important is that the critena
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 Dehaviour of capital and the social
and psychological mechanisms which ensure that behaviour,
betwesn the riles and the players of the game as it were, is
obscured. ft is nonectheless real, and of prime imporiance
analytically. For the behaviour of capital — its blind unconceried
compulsion to grow — derives directly from the central
peculiarity of the system — its fragmentation into more or less
autonomous competing units — while the mechanisms whenebs
the ruling class organizes jtself to promote that behaviour do not.
These are cormmon to all class societies.

The distinction does not exist for Mandel. On one page he
concedes “the accumulation of capital’ as ‘the great driving forcs
of capitalist society’®. On, ‘another it is ‘the capitalists’ Lhirst for
prcﬁi":; and on yet another money is ‘the initial and final form
of capital, towards which the whole of economic sctivity is
directed™®.

2. The essential model

The primacy of growth is essential to Marx's model of the sysiem
at work. Each capital is driven to jack up productivity by
coupiing its workers with more, and more costly, machinery,
while simultancously trying to hold down wages. As this
rationalization spreads. labour power becomes a smalier
component of total capital (the ‘organic composition of capital’
rises) and smaller even in absoluts 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 avarage
raie of profit falls. Booms become progressively less profitable
and shorter; shumps more lasting and severe. Stagnation threatens
and the system becomes increasingly restrictive.

The model is 2 closed system, in which all output flows back as
inputs in the form of investment goods or of wage goods. There
are no léaks,

Yel in principle a leak could insulate the compulsion o 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 2 closed system. However, if
‘capital-intensive’ goods were drawn off, the rise would be ower
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 50 on.

Capitalism has never formed a closed system in practice. Wars and
shamps have destroyed immense quantities of cutput. 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 compcztion and the fall in the rate of profit. But since
their size and composition have been spontanedusly arrived at
and not tailored to attaining these results their impact at any
given lime has been unpredictabie except in broadest outline.

3. The historical perspective

Arms production has clearly provided the larpest 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-2rms-producing ones and then camying
the exercise through all the backward linkages to their suppliers,
their suppliers’ suppliers and 0 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 profil, has not occurred. If United States figures
are any guide, the raie of profit has kept more or jess level for the
entire post-war period, as the accompanying table shows.

US: Corporate Frofits Before Tax and Net Working Capital,

1948-1967 $ billion
Net working
Year Pre-tax profits  capital Profit rate
1948 327 68.6 47.7
19459 6.2 724 36.2
1950 40.0 51.6 49.0
1951 41.2 86.3 47.6
1952 359 S0.1 39.8
1953 37.0 91.8 4.3
1954 33.2 95.0 349
1955 349 102.9 43.6
1956 447 074 41.6
1957 432 1i1.6 38.7
1958 374 118.7 JL5
1959 47.7 1242 384
1960 44 3, 128.6 344
1961 50.3 148.8 33.8
1962 554 1556 356
1963 594 163.5 363
1964 668 170.0 393
1965 71.8 180.1 432
1966 B5.6 189.4 45.2
1967 Bl.6 200.1 40.8

From Fzdeial Reserve Bulletin, relevant years,

There having been no long-term slide in profit rates, there has also
not been a serics of ever<deepening slumps or signs of growing
restrictiveness. In fact output has seidom 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, tarifl barriers, resale price maintenance and
so on. Mor has there been 2 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 thecretical construct. Marx said,
therefore it must be. Models tum into the real thing; and the real

thing becomes as simple as the model.
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We are told, guite nghtly, that ‘increasing organic composition of
capital . . .15 the basic tendency of the capitalist mode of
production™ . But then tendency is assumed to be fact and the
oexi tendency in Marx's logical sequence — that of the average
rate of profit to fail — is quickly tagged on as fact too: one table
shows it to have dropped by two-fifths between 1883 and 1919°;
snother thai pet acoumulation of capital fell catastrophically
between the 1860z amd the 1930¢"; and two others that,
depreciziion has clumed more and more of gross output between
the i880s and the 1920: sad between the 1880s and the 1940s
(to 1948)% Since noihing bevond the forties could sustain
Mendei's thesiz, the facts me suspended then.

On to ‘the mevitshle siump’. Since the kev fact here — the
mildness of post-war récessions — is too public and obtmusive to
be csuppressed, it iz copceded and even :xph.-imdg, But,
mcredibly. it is not allowed to affect the larger analysis: the

elesive lnevitability = still zonounced af segular intervais!?:
sdumps :till punctuste & end towsrds stagnation''. The

vncomfortable faci is, atfsched, not incororated.

The samme is irue of !he drive ic resiticliveness. Immobility and

decay. Grr=13_;.}r one they come: the "absence of fresh fields for

invesement”” © (pg T imieres: rates were not copstantly preszing

upwards to sttract goarce money capital, or were not now &t a

historieaily high ievel): the decline in trade relstive to

production’® (a0 I trade in manufactures has not gone up al

twice the fate of cyutpul smes ."5'48}”:1h:*gm=.'ﬂ$ in M reniier

ciass®® (s if it haz not been nearly enthanased since World W 1i

by the combmation of high profit retentions and high personal

taxation):; the merch of cartellizatics in Britain®® (as if
competition for and from world markets were not increasing, or

Besale Price Maintenance were slill with us). There is =ven the

guaint assertion, bazed om 3 crude misunderstanding of what

inserance iz abou’, that "the chief presccupation {of the capitalist

mgime) has secome security, thal is, conservafion, and is no

longer sxpansion’ ",

But simee thiz zon of smiement and others about “monopoly

capitalisn' bmiting ana fettering "the developmeni of the pro-

ductive forces' look harless even to Mandel, we are piven a sop: it

‘does rof mesn that world production, or even that of the leading

countries, sinks into stagnstion; but it falls even further short of
the possibilities offered by modem techniques',

But once agan, the admission is not allowed to affect the argo-
ment, The magpie goes gathering on, and we are left wondering
what to maie of non-=stagnating stagnation, slumpless slumps and
similar Mandelania.

4. State Capiiabisn
Mothing in Stalinist {including post-5talin) 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 omganize and benefit from it, are under as cp-
pressive a compulsion to fast economic growth as is any similarly
placed class elsewhere. They nesd to be as clearly motivated to
ensure growth as their counlerparts abroad; and if their criterion
of success has been the volume of gross physical cutput rather
than money profits, the distinction 15 one of detail not essence —
output has served the bureaucracy perfectly well as a success
indicator, at least until very recenty.
Some of thess sgnals do get through. Mandel does concede thal
the deployment of resources in Russia is determined by its com-
petitive relations with the outside worid. As he puts

Internatiorml competition with capitalist economy also

necessitated ar  incressed 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 bureaucracy becomes the regulator and chief {sic} director of
aceumulation™®, that the ‘central poiitical, economic and
military administration’ hes 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 then 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
quality . . . productiity .. . rationalization . .. high  rate  of

growth’, determinss 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 growih of production and accumulation.”? In
even less space we make the transition from a bureaucracy
arganized as ‘regulator and . .. director of accumulation’, which
is nothing if noi a productive role, to a bureaucracy whose key
characteristic is “Dourgeois norms of distribution’.

Part of this sloppiness derives from Mandel’s original confusion

about capitalism. Part from his determination to cast Russiaasa -

‘transitional’ society, neither capitalist nor yet socialist, 2 ‘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 bureascrat is not
‘subject to the tysanny of profit’s,25 (true, the tymnny is of plan
fulfilment}; because there is no tendency for the rate of profit to
fall {untrue. the tendency i ihere but checked as in the Wesi);
because there is no internal competition nor unimpederd opera-
tion of the law of value (true, nor is there = by delmition —
within any single capital); no flow of capital from low-product-
ivity to high-proguctivity 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
billivns of rubles of unsold retail stoeks of unwanted, socially
unnecessary CONSUMET guﬂds“}; no bourgeoisie (true, but a
burcaucracy  with remember ‘controlling power over the
sucial surplus product ') no free contractural relations between
cnterprises  controlling power over the social surplus product’);
no free contractural relations between enterprizes {less true as
seonomic reliorm embraces a growing part of industry); no crisis
{true. but not highly significant given the situation in the West).
And soon.

But Hussiy s net socialist either; there is ‘extensive social-
incquality, burcaucratic privilege, lack of self-determination for
the producers. ete.”?” For. you see, 'the Bolshevik Party did
nut understand in good time the seriousness of this problem
{of buresucratic management). despite the many warnings
sounded by Lenin and by the Laft Opposition™?

So Russiz 15 transitional, But what is a transitional society in
Mandel’s context other than a verbal convenience” Is such a form
pussible between capitalism and socialism? True, there have been
transitional  suescties 0 the past, For centuries after the
Renaissance  individual capitals were growing within feudal
society., gathering  2conomic  power, weakening the host,
becoming more able and willing to seize political power. They

couid do so because the dynamic of capitalism — accumulation -

does not and never did require centralized control over the whole
of soviety in order to function. It is a dynamic that operates
within sutonomous units, small or large, and for that reason it
could coexist with the localism, the irditionalism and
subsistence-orientation of feadalism, :
Butl socialism is 2 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 produciion in dispute are one and the same? How does
self-determination and consumer sovercignty (‘production for
pse'} coexisi with the external compalsion afnd blind
aceurnulation 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
transiiien is 2 sudden, revoloiionary one.

5. The pelitics of confusion =
it i useless o look for independent or critical thinking in
Mandel. Mowhere mn the two volumes is there a sense of fresh
exploration or the feel that capitzlzm is posing old problems in
new ways, and that the explanations need to be worked afresh
out of the loose Sody of analysis written in the Marxist tradition.
On the contrary, doctrne 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 coniemporary science, to
reconstitute the whole cconomic system of Karl Marx™#?. And in
hiz final chapier we find him still waving the truncheons of
uncritical  orthodoxy:  Mamxism  rejects...it  readily
admits . , . Marxism explains™®.

Her= at least Mandel is consistent. In the defense of othodoxy the
medinm becomes the message. Since facts are to be paraded as so
many defense witnesses rather than used to explain what is
actualiy happening, only the most decile, old and used ones are
selected. Since precision might entail a critical inspection of the
doctrine, it is drowned in irrslevant ‘detail. And since there are
other Marxists who do betier g5 critics of the system, because
they think rather than intone, they arc swept under the text intc’
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
niot 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, 2nd 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 Mande! because it allows him to 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 lovingup 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 s}rn:thesiz:‘i
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: o Marxist Economic Theory, translated from the

;'rélﬂ,‘ Pl;‘:nd;f:hn aLII;Mcam. London: Merlin  Press, 1968, two
volumes 4 pRs.
ibid, p 706 (emphasis in the oziginal).
‘the  totality of production...is urged onward only by the
capitalists’ thirst for profil. The privatc form of appropriation
makes profit the only aim and driving force of production’ {p
171): “Profit remains the purposc and driving force of capitalist
production’ {p 561); and so on.

ibid, pp 568-9

ibid, p 166

thad,

ibad,

ibid, p 167

ibid, pp 529-34

See pages 168, 171, 346,437, 529 for a fair sample.

ibid, p 531

ibid, pp 511, 520-1

ibid, pp 488, 439 :

Allred Maieels, Industrial Growth and World Trade, Cambridge
University Press, 1963, p 80

Mandel, op cit, pp 436-7

ibid, p 442

ibid, p 516

ibid, pp 437, 437n

ibid, p 575

ihid, p 584

ibid, p 631

ibid. p 592

ibid, p 561

ibid, p 565

ibid, p 561

ibid, pp 571-2

ibid, p 364

ibid, pp 372-3

ibid, p 17

ibid, p 726 J : o

Three out of a ‘number of sociologists (sic!) who try to malke
use of the Mamust method of analysis’ are mentioned by name
in a footnote to “The Social Character of the Soviet Economy’,
a key section (p 360). The one whose ideas on the subject are
most developed and who has succedded in implanting them in
an active, revolutionary organisation — Tony CHIf — is not
mentioned in the extensive Bibliography nor referred to in the
Index. The one whose ideas are of an caglier vintage and less

commanding, but who can still claim something of an organised
following in Ialy — Amedeo Bordiga — makes the Index but
not the Bibliography. And the third — D. Dallin — with few,
and meactionary, ideas and no following — makes both.

L
ibid. p 643
ibid,p 13
ibid, p 707
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3. The Inconsistencies of State
Capitalism Ernest Mandel ’

{ Reprinted from The Inconsistencies of State Capitalism, IMG Publications, ]1969.)

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” s

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 socicties, 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, continuoud and predictable way.
Iu:‘}' choices about the deployment of resources are left to individual capitals, big and small, publc
and private”. Then he continues to say that under capitalism “growth 1s the uitimate 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 econpomic history. ln most class socictics, there
is no “central public arrangement” ‘o ensure that the process of accumulation goes on “in an orderly,
continuous angu predictable way”. On each medieval demesne, it is true, a sert 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 (& any)
development of productive technigue took place, was not only not “ensured” in an “ordesly,
continuous and predictable way™ out was cven much more dwordu‘E y, 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 mi i
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 "prlmn%g:

" is not only true for capitalism; it is tiue for several o istom tions. The transiti
trom dry to large scale irrigated agriculture, sometime between BC.

i off a tremendous process of growth which led us in the course of no more than years
from small isolated villages to large cities, extended international trade and the building of empires.
The victory of the socialist world revolution tomorrow will also trigger off tremendous economic
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. If 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 more amazing, because “Capital,” and all Marx's economic Writings,
are built upon precisely that differentia specifica which, n all modesty. we claim tc have fully
understood and made the cornerstone of Marxist Economic Theory as well.

It is suificient to open “Capnal” and to read chapter 1 of the birst vok to understand what
constitutes this “central dynamic” of the capitalist mode of production. Capitalism is the only form
of class society in which comnedivy production becomes generalized, m which all clements of
production (land, labour powcer, labour instruments, etc.) become commodities®. Generalization of
commodity production creates o constanily growing but also constantly uncertain and changing
anonymous market, and this implics m tum universal competition. It is this universal competitiin
between scparate capitals (owned by separate capitalisis) which is the main driving force for the
accumulation of capital, the only mecans o systematically reduce production costs, because any
individual capitalist who steys behind in this race will be pushed out of the market through being
forced to sell at a loss (or at too small o profit). Capitalism is therefore 3 mode of production in
which the generalization of commuodity production unieashes a historic process of accumulation of
capital, which is in turn a constant (be 1t discontinuous) growth of commaodiry production, of
production of exchwige values and reinvestment of surplus-value.

Starting from this definition we can easily distinguish capitalism [frony previous class societies
“with no central arrangement to ensute that the process will go in an orderly, continuous and
predictable way,” as well as from other societies where there is a ° primacy of growth™. Capitalism 15
the only socicty m which cconomic growtn tshes the form of a general growth of commodity
production, whereas economic growth in the period in which irrigation agriculture became generalizea,
was essentially growth in the output of usc-values (as 1t will be under socialism). Disorders, dis-
comtinuity in accumulation, and unpredictable developments in pre-capitalist class societies arose
essentially from sudden decline in production, Le. nmderproduction of wse-values (famine, epidemics,
population decline, decreasing ferulity of the soil, wais, etc.); whereas disorders, discontmuity in
accumulation and unpredictable devclopments under capitalism anse from overproduction of
exchange-values, i.c. from the contradictions of commodity 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 mechaisms™ _
It 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 compelition between them . . . il an individual capital did not grow, it
would ultimately be unable to arford the rationalization and mnovation 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 vlumate compulsion” (p. 33). We tully agree wiin
this description. But 2 moment’s thought will show that this is true only 1 one assumes a generaliza-
tion of commodity production and competition between indivdual owners and sellers of commodities”.

“Competition” between ditterent feudal landowners tor the occupation of “land without a
master” or the submission of free peasants; “competition” between Rome and Carthage, “competi:

lion” even between merchant cities (¢.g. between Venice and Byzantium, or between tne Dutch and

the Hansa towns) does no? lead to the results which Kidron just descnibed. Under such conditions,

 the failure to “accumulate capital” docs not make a feudal aemesne “unable to ride as successfully

the sudden changes in market conditions which are part of the systel”, precisely because sudden
changes in market conditions are not “part of the system”, as long as the means of production have
not become commodities and are not suomitted 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 nagrowly limited, 3> a result of limited markets, traditional techniques, and relatively
stagnant output. Under such conditions, “competilion” does not lead to productive reinvestment ot
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. ;

So the rationale of capitalism can be understood only under conditions of constantly 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. If one abandons that specific form of competition—capiralist
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 commeodity production, we assume also the
absolute need to realize the exchange-values of these commeodiiiés, in order to accumulate capital.
It is the specific nature of commedity 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 capitalisis have suffered a fate worse than
death because they happened to forget that simple littie rule which Kidron, curiously enough,
to consider a-special of Mandel's. Because capital is tied to cc  modity production, and
Page 8
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to commodi uction only, because no capitalist production is possible on the basis of producing
use-values. nmis indeed the initial and final form of capital, towards which the whole of ECOnOmIc
activity is directed. And for that same reason, capital accumulation, the finai money form of capital,
and the capitalists’ thirst for profit, far from being distinctive from each other—the one “behaviour
of capital”, and the other “social and psychologicsl mechanisms which ensure that behaviour™—
are just different synonymous expressions of the same basic sconemic comptilsivn, determined by the
structure of capitalist society.

There cannot be the slightest doubt thas Marx understood the working of capital exactly in
this way, acod in this way only. For Marx. “capilal” could only exist in the form of different
capitals®; otherwise, there was no more compulsion to accumuiate. Consequently, capital could only
exist in the form of “different capitalists”, i.e., a social class constituted 5o 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 Lo capital accumula-
tion”, are identical, the second one being only realizable through the first (the attempt at profit
maximjsation of each unit or firm).

For Marx capital implies commodity production, i, ihe need to sell commoditics before one
can reconstitute and expand capital. “Returning to the money form of capital”, “thirst of profit” (iec.,
drive to profit maximisation) and compulsion to accurnulate 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 npon the interesis of the ruling class), a specific
mode of production (generalized commodity production, which. be it repeated again, implies that
labour power has become o commadity, which implies therefore the existence of a proletarian class,
forced to sell its labour power). and a specific set of faws of motion resulting from them (capital
accumulation and its contradiciions, 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,
is assured, and that these “mechanisms” are common to all class societies, is commitling & gross
confusion between individual psvchological motivations—on which much discussion is possible—and
economic compulsions, to which social classes are ruthiessly submitted in a given sccial framework
(under the impact of 4 given mode of production). The capitajists’ “thirst for profit” is not a matter
of mdividual psychological motivation at all; it is 2n economic compulsion, as Kidron should infer
from his own description of capitalist competition. And it is inst not true that this “thirst for profit” is
“‘common to all class societies™. On the contrary, all class societies in which the sccial surplus preduct
took essentially the form of use-values produced ruling ciasses 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” (ie, of capital 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 iz precisely the specific
form of the social surplus product which mmplies the dynamic of the system®. Kidron seems to be
under the impression that if precapitalist class socicties did not know the kind of growth which
capitalism witnesses, it was because the ruling classes had “everything under control”. We were
lhg presumably living under “economic law and order”. The truth 15 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 sccumulation of use-
valucs is cconomicaly irrational and meaniagless: the limit to economic growth was more ar less
given by the limit of luxury consumntion of the ruling class and its retainers (including of course
conspicucus 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 iabour power, and when the generalization of
; ity production, the creation of an expanding market, and the appearance on this market of
independent producers and sellers of commeodities, mac= it pot only profitable but indispensable to
reinves! mor:y in expending production. Jt i this ecoviornic compulsion for a social class 1o
Proz ctive accumulations of the social surplis proJuct—which was only possible because this surplus

uct had taken the form of money, had becon.c surplus value—which created capitalism. And

marxists, the tremendous revolutions invo'ved in these transformations are inconceivable without
a wocisl class whose interests must be served—and indeed were served—through them; because far
marxists, unlike for vulgar “cconomic determinists”, no economic transformations are possible
without social forces imposing them, and no social forces mmpose such transformations if these are
agrinst their basic economic interests, _

That's what Marx taught about cagpital, capitalism, the capitalist class (and incidentally, more
mﬂz{‘;hnm historical materialism. That's what we tried to illustrate, with new empirical dats,
and at in the historical parts of Mar:ist Ecoromic Theory, in a more extended way than Marx
hag found time to do. We don’t say of course: this is t-ue, because Marx said so. We only say: Marx
I.‘rnnlghn‘idthin. Kidron can either claim to epprove Murx’s analysis of capital—and thea he has to

i wlﬁsdmyﬂiticimu[omdcaﬁngwﬁhth:“mtmldmmin“ufthcm.Dri:hu
Wﬁgh:mchummMnH-bu:m he must come up with an analysis which covers the
history of capital, from its inception till to-dzy, and which distinguishes this system from
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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 to 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 morc 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”, he quotes approvingly
an article in a Russian magazine which states that the scientific value of his analysis lies "in the
unveiling of the particular laws which regulate the origins, existence, development and death of a
Eiven social organism, and its replacement by another and higher one”. Marx adds to this quotation
that the author of that magazine article has most correctly {“treffend”) defined his methed, 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 (all. To say, as all “fashionable™ protessors of economics do
to-day, that Marx discovered laws uf motion which were correct “only for 19th century capitalism”,
but that they don't apply any more to-day, means to say lhat Marx was completely wrong. His
ambition was not at all to analyse and given limited pertod of the history of capital: his ambition
was to explain its whole history, froimn its beginning to its death.

Kidron, under the obvious influcnce of “fashionable’ (i.c. hourgeois) cconomics, moves
around this hot stew, quite unsure of himself, and does not darc cither to eat or to refuse it The
“solution™ with which he comes up is that in Marx’s “pure” system, the laws of motion apply, bui
that real lifc is quite differcnt 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 impiied in some of Kidron's remarkable
stalements about contemporary capitaiism).

Let us first state that Kidron's way of summarizing the laws of motion of capitalism contains
several “classical” oversimplifications, fashionable 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 scvere™' Bul 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 ail output Aows 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 ils most im
consequences . . . 1If ‘copital-intensive’ goods were drawn off, the rise would be slower and—
depending on the volume and composition of the leak—counld even stop or be reversed. In smch
a case there would be no decline in the aversge rate of orofit, no reason fo expect increasingly
severe slumps, and so o

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

' “A lot, since World War 11, filtered out in the production of arms. Each of these leaks bas
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 exchange-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 duai nature of the commodity necessarily Jeads to.

What secms 10 lie at the basis of this whole conception is some vuigar theory of over-produc-
tion, according to which it is a glut of physical goods whizh is at the basis of all capitalism’s evil.
Shumps result from too many consumer goods; increzsed ¢-anic composition of capital and declining
rate of profit result from loo many mvestment goods (100 many machines). When there are “leaks™,
and other goods are produced instead of these, or, even better, when these goods are destroyed, 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 cerlain 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 cither the realization of that process, nor its realization under
conditions where the laws of motion of the system apply, apply only partially or, presurmably for
Kidron, don't apply at all. These conditions depend exclusively on the composition, exchange,
valorization and reproduction of caprral us value.

The example of slumps clarifics this casily. A slump is not primarily a destruction of
“immense quantities of output” (of physical goods). Sometimes, this destruction does not happen at
all; and even when it does happen, it is only a secondary side-effect of what s the real meaning 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 Jose all their value: machines are tumed into scrap iron, etc.) and of “fictitious capital'. Whether
this essential process is accompanied by physical destruction of goods is immaterial,




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 rite of profit which sets off a gew cycle of increased
tapital 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 fowards
increased organic composition of capital 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 cxplicitly 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 (7)
for “long stretches of time™, but simply the manifestation of the basic law of motion of itali
the tendency of capital to flow from branches, regions, arcas, countries with lower, to those with
higher rates of profits. 1t is no accident that Kidron does not even mention this law of motion in
his description of the model, And such a flow (bz it “export” or not) of course counteracts the trend
towards a declining ratc of profit, inasmuch as it leads 1o capital investments with a lower organic
composition of capital or (and) o higher ratc 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 tepresented 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 nor onl y destroy consumer goods, including durable
ones like houses, but also destroy industrial cquipment (o 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 fncrease
capital accurmulation (ay happened, for example, in the USA both during the first and second world
war). Often the two processes oceur side by side (lihe in Britain during the second world war), and
only if the first process is larger than the second one i there real capital destruction (i.e.. does aver-
all capital accumulation hecome nesative). We have described the mechanics of this process of con-
tracted reproduction under war ccomoiny i Marxist Leonomy Theory: incidentally one of the ex-
amples of “fresh cxploration” which Kidron somehow managed to miss in the book. Kidron seems
o ‘fa.bm:r under the impression that wars and war production are “unproductive” and “destroy
capital” because weapons arc “destructive goods™. He forgets that a manufacturer of tanks, munitions
and fighter plancs makes a huge profii, nses 4 large part of it to accumulale capital (i.e. fo buy new
machinery and to hire new men) and that this represents a process of capital accumulation identical
to the similar steps embarked upon by a manufuciurer of tinned milk or by a firm producing turbines.

We have now arrived st Kidron's fourth “leak™; arms production, According to him, it
represents a “drain®”, and “being a capital-intensive drain, it will have a restruining cffect on the
tendency of the organic compusition 1o rise™ (pp. 33-34). Why arms production js z “drain”, and why
it has a restraining effcct on the tendency of the organic composition of capital to rise, remains ag
absolute mystery.

» The whole construction is completely artificial and misses the main “law of motion™ of capital
accumulation altogether. Lor arms production is not conducted on some mysterious planet Mars,
but on this wicked planet of ours; it is not conducted under conditions of some mysicriously unknown
mode of production, but under “normal™ and “dassical™ 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 grme industry, separate and apart from that of the “civilian
sector”, is completely meaningless (o establish the trend of the average rate of profit, which results

isely from the social average between all sectors, including the arms sector. What Kidron would

ave to prove, to.show that the effect of capitalist arms production is to weaken or to stop the
tendency to a declining rute of prolit, is that the average social Organic composition of capital
(including of course the arms scctor itself) has beceme luwer than it would have been if that arms
production sector would not have existed. And that conciusion just does not make any sense, if one
assumes that the organic composilion of capital in the arms production sector js 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™ seclor of hea vy industry!”,

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

Kidron woukl have spared himself much confusion, il instead of lalking about “leaks™ and
“drains”, he would have started from the keydifficulty which monopoly capitalism has encountered
for three-quarters of a century. This is nor the difficulty of disposing of surplus poods (thereby wel-
coming any tum in development which would lead to a sudden decline in the “surplus™ of consumer
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goods 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 cconomic function of arms production is 10 provide additional
fields of investment for capital surplus, not to reduce the increase in Lhe Urganic composition of
capital and/or the declining rate of profit. Its overall effect — if 1t is large - will be to ensure a higher
rale 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 fluctua.ons
‘becausc arms production, unlike “civilian” production, generally does not decline in phases of
recession). But whether all this leads to a rise or to 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 cxplanation 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 somchow to accept that there arc “tendencies” which do
not manifest themselves (which is of course something different from sayng that there are tendenciei
which don't manifest theniselves 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 “statjstics™ more fundamental economic processes which do, after all, correspond to Marx's
laws of motion.

That'’s what we tricd, in Maraisr Leonomic Theory and subsequent writings, and we think we
Can prove our casc. 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. Between 1919 and 1964, the output of machinery and mstruments in the lﬁ.ﬁ.&. ‘TOSE
from 14.1% to 20.5%, of total manufacturing production. Again, the output of machinery increased
threefold between 1947 and 1968, whereas total industrial production rose by 2507, in the same period.
50 onc might infer that for one century the output of department I has indeed grown more rapidly
than the output of department 11, which implies that there is a definite tendency for the organic
composition of capital to rise’?, and that, from a long term puint of vicw, this tendency is neither
stopped nor-reversed during the last decades (although it obviously slows down percentwise, when
the absolute volume of department 1 reaches a higher and higher level. The same rate of growth of
the _ur?anh: composition of capital would require, starting from a certain absolute volume of constant
capital and given, the average rate of capital accumulatioh, an absolure decline in variable capital—
or in output of department 11— 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 evidence 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 surplus-value proportional to
It, onc can only conclude either that there has to be long-term decling in the average rate of profit, or
that Marx’s labour theory of value does not hold any more (that constant capital is somehow
mixsterionsiy VU prodiecing surplus-vafue'"), and in that case, the whole of Marx's economic theory
collapses. Lel us repeat again that we are not talking of a couple of years herc and a couple of years
there, but of lomg-term trends. Kidron makes a caricature of our analysis when he says that for us
“the rewl thing becomes as simple as the model™*. But surcly, a model which has no relation
whatsocver to the “real thing” is a wrong model, I would presume . . . And the denial of any
term decline in the rate of profit leads Kidron smack into vulgar economics accepting the labour
theouy of value with one hand und denying it with another.

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

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

ctv
stock actually used up in annual output and not the rate of profit of the stock of total capital invest-
ment ( pl ,in which K is the value of all fixed capital invested and M the value of total circulation

K+M

r.:ngitnl available in capitalist industry). Most statistics—and balance sheets of capitalist firms—
ca profit rates on the stock and not on the flow—and the difference can be quite striking.

In the second place, Masx'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 (ie., through the purchase of “services’ by
the manufacturing firms, which appears in the bal ance-sheets ax “production costs”, or through the
sale of commodities below their prices of production), is thus deducted from the income of ndustrial
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 hzve 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 capital 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 dees 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 dppear 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
& 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 erganic composition
of capital). One can dispute the first type cyclical decline only if one disputes the inevitability of
cyclical variations of capitalist production at ali; 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, L.e., from the existence of “different capitals”, viz., from capitalist competition without which
as we have seen above, capralismm 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 49% n 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 43.19% for
the three boom years 1965, 1966 and 1967. Thers 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 20.9% in 1951 to 18.5% in 1955, 18.4%, in 1960 and 1499 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 & similar trend: for all industrial
companics, the rate of profit as against net assets declines from an average of 9.3% for the 1952-1960
period to an average of 7.8% for the 1961-1965, and an average of 6.99 for the 1965-1968 period 1
. So Ki 1s 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 VETY same issue of
“International Socialism™ which prints Kidron's critigue also confirms {p. 31). The reason for this
does not lie i our “maginot marxism™ (it is not difficnlt to explain that rise with Marx's
tools). It lies simply in the fact that most of Marxis: Economic Theory was written in the late fifts
m.mon'.thlntmrursago.whmmnnyﬂtthepusmwtrcﬂdsmcnat}mtc{ . '

The further development of what we beﬁewmh.thamlunﬁmnfﬂ!Md

 capliulism™ can be found in a few of our later writings.!” Briefly, we think that whet

we have been witnessing'is a third Odusirial revolution, similar in effect to the second ome which
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third phase in the history of capitalism reproduces most of the basic features of
i on a higher scale, just as monopoly capitalism reproduced competition on a higher scale.
But it does so in a changed framework, Whereas “free competition™ capitalism was largely limited
to & small part of the worid, imperialism embraced the whole earth. “Neocapitalism”™ (or late
capitalism) is again limitéd to only part of the world. But whereas early expanding “liberal”
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capitalism of tne 19th century had only to face decaying older sccigl 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 2 much larger popular appeal to at least two-thirds of
raankind.

One can also add that during the “long period” of stagnation of capitalist world cconomy
(1913-1940) a great “reserve” of scientific and tecimologica! inventions had been built up, whose
large-scale productive application was deiayed as 2 result of the unfavourable ccopemic conditions
prevailing during that psriod. The dynamic of these inventions, accelerated by the results of the war
economy boom itself, laid the basis for a real explosion of technologice! innovations, which could
be widely applied under conditions of recenstruction, stepped up capital accumnulation'® and
continued expansion of arms production, itself strongly determined by the conditions of “competition™
with a non-capitalist economy in the Soviet Union. N i ®

in any case, the key aspect of this development is to understand the oversimplification of the
assumption (of which even Lenin and Trotsky wers at moments victim of) that the structural crisis
of the world capitalist system, which undoubtcdly 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 zn 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 suppiementary constraints on fo if, that the fundamental
contradiction between the level of development which the sroductive forces have reached and the
capitalist production relations, leads periodically to big sccial explosions, and that thereby the
objective pre-conditions for victorious socialist revojutions 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 ecach time when a period of revolutionary upsurge of the
working class in the industrialized imperialist countries ends in defeat, this creates a situation in
wlich an economsc recovery is not only possible but inevitable for the imperialist bourgeoisie.

In other words: the basic notion here is that there are ne “economic situations without a way
out” for the imperialist bourgeoisiz, as Lenin rightly stated. Capitalism cannot collapse simply out of
sts 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 marxist
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, apd Marx had nothigg to do
with it. The only thing he showed was that the inner contradictions of capitalism lead towards

jodic ecoromic crisis and social explosions. The fact that even in a period of accelerated
investment and growth a tremendous inverled pyramid of monetary inflation and persomal
indebtedness had to be crected to keep the system going—a pyramid which cannot be expanded in
an unlimited way—clearly shows that il these coniradictions are still very much with us, like in
Marx’s time. But whether capitalism eollapscs or not depends on the successful revolutionary action
of the working class. And what happeas when it does not collapsc depends on a variety of factors,
some bf which we have just sketched.

We shall not take up Kidron's laborious atiempts 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 mildncss of post-war recessions™ imto our general analysis,
but continue to speak of the “inevitabie 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 “inevitability™
we mention in #H these passages is the incvitability of periodical downward fluctuations, of periodic
declines in output, of periodic increases in unemployment, of pericdic overproduction of commodities
and excess capacity of equipmeni. That's whet capitalist crisis means for marxist economic theory.
And these continued to occur regularly, after world war I1 as well as before.

Kidron does not understand at all the point we mude about “recessions” and “slumps™; that
the difference is purely quantitative and not qualitative {and very ofien quantitative only after a
certain stretch of time; the first manifestations of 3 recession are very often as violent as the first
manifestations of the 1929 siump, as we statistically proved). Recurrent recessions prove precisely
that capifalism is mor capable of regular, harmonious growth, is noi capabic of avoiding
unemployment and is ro¢ 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 irreguiar, spasmodic ups and downs of invesiment. A
mild recession is 2 recession, i.c., 2 crisis, after all; and a mullion unemployed ie a country like West
Germany or Italy are, after all, a million unemployed, 2nd not full employmeat. That they don't have
the gravity of the 1929 and the 1938 slumps, we concede willingly. But what does that prove? How
about comparing them to the pre-1929 or the pre-1913 crises of overproduction (these were, after
all,. those which Marx wrote aboui)? What about determining their tendency? Will they tend to
bécome “milder™ and “milder” till they fade away? Or will they become stronger and stronger?

"These matters are all connected with the very heart of marxist ecgnomic theory. Is it possible
10 avoid fiuctuations while generalized commodity production exists? Is it possibie o avoid crises
of overproduction (pardon me: “recessions™) when “key choices about the deployment of resources




are left to individual capitalists? If Kidron thinks 1t 1sn't, he, too, believes in the nevitability of
crises of overproduction under capitalism, and then, following his own absurd vocabulary, he too is
a believer in “slumpless slumps”. And if he doesn't believe in the inevitability of crises under
“contemporary” capitalism, then he can in no way lude his complete and total break with marxist
economic theory, method, analytical categories and doctrine as 2 whole. His impressionis® refusal
to answer these questions is, in fact, a typical “refusal to generalize”, characteristic ol vulgar
ECONOMmICS.

Capitalism and “State Capitalism”—the Nature of the Soviel Economry

How does it happen that a trained and not talentless economist like Kidron, who has &
read some Marx, can make such elm%n%ij%udcrs. constantly confusing use values and
values, physical goods and capital, absence of slumps of the 1929 type and absence of capi
crisis of overproduétion? The reasons obviously do not lic in his lack of analytical ability.
in his desperate 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
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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 C;_I&Iﬂllﬁm has all the basi
classic capitali analyse %, 1o start with gencralized commodify production, and that
it also shows all the basic curiﬂ_tirﬁmiuns of capitalism, %{;@%ﬁ@%ﬂ%
and then they have a hard tifie discovering evidence for this. Or they admit the fact that
most of these features are absent from the Soviel 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 2 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!

He starts by conceding that Soviet economy is not subjected to the tyranny of profit nor te
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 orderly,

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),

E

but are centrally determined in a coherent way, and we have continuous growth. And then, equally
obviously, thers is no capitalism, because all these “arrangements” are unattainable under capitalism.
» But at the samc 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 insidc Russia.
We read that “nothing (!) in Stalinist (including post-Stalin) Russia defics 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, are under as oppressive a compulsion to fast economic
growth as any similarly placed class clsewhere™ (p. 34). We wait for any substantiation of these
breathtaking statements. There is none to come. And none can come because they are based on a
crude conceptual sleight-of-hand. Here all the mitial confusion between use-values and
values, between accumulation of machines and accumulation of capital, between conflicts of different
social systems and capitalist competition, come fnally into their own
Let us take for a minute the concept of a “single capital” seriously and see where it leads us.
ide Genera! Motors there is of course no capitalist competition going on. The department
T car botties et 1o wilithe-depastmentproducing geaT-Doxes. Ca%ilt:l does
not * from one department to the other, when gear-box production is “more profitable™ than
car body uction. Creneral Moiors normally can do nothing with gear-boxes in excess of cars
produced (we leave aside the marginal case where a large corporation would actually scll parts to
m::aﬁuﬁm; this does not change anything in the logic of our reasoning). Normally, the production
of all parts is “planned” so that a maximum number of cars can be sold profitably.
Now if there is no “market economy™ mside General Motors corporations; if the flow bf
s between the departments of that “single capital” is not a flow of commeodities but a flow of
use-values, why then in General Motors a capitalist trust, why is the final product indeed a commodity,
why are the owners of the corporation under the economic compulsion to exploit their workers and
to accumulate more and more capital? Obviously because they have to sell their cars on a market,
in competition with other car manufacturing corporations. If the wages in their fitm go up quicker
than productivity of labour, cost prices go up and the General Motors cars would be priced out of
the market. If the 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 ch 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 commedities on the outside market (later, after some soul-searching, they decide
to divert 1% of their annual output for such a sale, but this does not change anything decisively in

set-up; even if this 19 were to be suddenly suppressed, no basic change in the organization of
their would occur).? Diversification ef 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 “commumistic” 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 equipment, produced according to plan, in the
form of use-values. There would be no flow of capital from less to more profitable arcas® 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 carth and any polential market
being taken out of its grip. This threat would take the form of a threaiening 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 Jeast
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 to be drafted (and
redrafted) 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 imside 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 hideous gang of foremen and engineers, who grabbed power inside the
domain in order to reserve for themselves the cream of hte output, achicving thereby a much higher
standard of living than the modest average made possible by the given capacity of output.
standard of living than the modcst 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 depcnd on the degree by which general consumérs needs would be satisfied
(if they were, there would be no “incentive” for anyone grabbing power in order (o satisfy consumer

needs?), on the degree of political activity, awareness and socialist consciousness of the workers iin
its turn depending at least p yunthc:rﬂandardufmxsﬁﬂm,othisumudo{nﬂmj.md
MMWM in part a function of the existence and leading influence of a revolutionary

But by no stretch of imagination, and especially, by no clever word- (first vsing “wild
G mnd.om‘nnc_rm.chmmts" insmdufprmmwthuatnfmmmnu;thmnﬁu
encroachment” instead of “competition for shares of a market™ asnd finally substituting
sccumulation 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
gencralized commodity production, i.e., of the capitalist mode of production.

uSq 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 capitalist
methn thnwat:ﬂ sam:ﬁ JT Ercmtrmélqmd h?dm[?; of “competition on the capitalist world market™

i.e., of output import m and exported to italist countries i
Wnﬁe 1iiog of the Russian gl;]nnnmy}. = e e

od it is even methodologically wrong to assume 2 mechanical and automatic iden tity

between the fact of a country being submitted to “encroachments” of foreign capital and the fact

of that country becoming capitalist. Only if and when these encroachments change the internal mode
of production do they lead to introduction (or reintroduction) of capitalism.

Marx made the point that India and China, although gradually drawn into the capitalist

world market, did not for several centuries become capitalist conntries (i.e., acquire a capitalist mode

of production), because of the strong resistance which the basic mode of uction of these countries

E

- continued to oppose to the “encroachments” of internationa! capital. if such was the capacity

of resistance of a decadent and decaying Asiatic mode of production, surely the capacity of resistance
against encroachments by the world market of a superior mode of production, based on collective
property of the means of production and planned economy, could be understood to be a thousand
times stronger. History proves that it has indeed been so.
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The Meaging of the Economic Reforms in the USSR

All these questions become cven clearer if one (rics tc fit the current economic reforms in
Russia and Eastern Europe into this analytical framework. If we assume, as Kidron doer, that
Russia is a capitalist economy “accumulating capitai” under pressurc of and m competition with
the capitalist world market, then these rgio become meaningless (indeed, any apalyss of the
Russian economy made by “'state-capitalifis”, cb™ 0N MNature of Stalinist Russia"
written in the fifties, completely failed to foresee anything of the kind). There is the need to
“accumulate capital”. The burcaucracy is the “agency for accumulation™. Accumulation leads to
“class struggle” like in the West, But because there is “fascist-lype 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 cne has to analyse the specific contradiciions of
that mode of production, and then one can foresee the specific economic and social problems,
conflicts and crisis, which will arisc 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 thers and used as starting points for the economic reforms being introduced in Eastern -
Europe and the USSR since the early sixties (these reforms, be it said in passing, will only
temporarily provide solacc and can in ne way solve the said contradictions, which can only be
overcome by a political revolution introducing democraticaily-centralized, ic., planned, workers
management).

We cannot here reproduce the whole argument; but fet 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 zll bave an urge to “accumulate capital”. This “urge” is typical only for the capitalist class,
under the conerete conditions of the capitalist mode of production (uniyersai commodity production
and private property of the means of production, ie., the existence of “several capitals”, ie.,/
competition). Now the Soviet bureaucracy is not a capitelist class. It does mot mauage factories

under conditions ofw%Mm. 1t is mot in the w%mmfm
rkets with other capitalists. So 7T 15 under A pronontic compulsion to maximize output srider
1 y of

Toniomic compulsion fo optimize resoutce wtilization, dn fact, it a-:nr:pis‘tif:z\“[?[ann

T as Ki itales, without seeming to understand that this 15 a qualitatively different
“tyranny” from that of profit) only because it wants to keep its managerial position, a5 a means of

achieving the optimum standard of consumpticn available under the given conditions. In other
words, the.consumption desires of the bureaucracy (like the consumption desires of precapitalist
classes) nof Hee Tmze. accumulalion and oulput, are the motive force behind
bureacratic management. And this unavoidably clashes with the inner logic of a planned econdémy
which calls for maximising output?? and optimizing deployment of resources,

How did Stalin solve this contradiction? Essentially through two mcans. Un the one hand,
“material consumer incentives” to the bureaucrats were greatly increased, and were made much
mm light of the miserable standard of living of the mass of the producers. Ca
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 liberfy 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 increasmgly fail to dehver results stanting 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 aiternative investment
projects were of less importance: this period was over and the Soviet economy needed urgently to
grow from extemsive into infensive industrialization, with much more closcly calculated use of

resources than belore —Tom thepomt of view of the bWWFﬂ_’-‘thh
the carrot and the stick were rapidly losing their effects. The incenlive effect-of the bureau s
consumer privileges was d g, 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 machme-building
plant, first category, was only five limes the minimum wage of & 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 wiclept reprcssion was a!m)&.‘gdim__!_gls_a_‘rcsult of the “liberalization™ of
the Krushchev era and the general decrecasc i the use of arbifrary trials, deportation (not to say
killings etc.), against individual burcaucrats.
Looking for a way to overcome the growing contradictions hﬂwﬂﬂm—%w the
and the material interests of the mdividual bureaucrats (W are pure
interests, be it ¢ ving force of economic growth, the leaders and
of the burcaucracy gradually evolved a system of economic reforms which would tie the
income of the bureaucrats to an objective measurement of economic performance. Instead of these
privileges dnpcndi:g only on the managerial O%mition and carrying out the plan, they would henceforth
mcreasingly depend on the performance of ihe factory the bureaucrat manages. And profit was

+
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partially “rehabilitated” as a faithful indicator of such overall economic performance. In this way,
the buresucracy’s ideologues thought the managers would be forced to a higher degres of
optimization in resource utilization than bzfore. 1he machine-building plant’s director we referred
lo]abcme would receive his “incentive™ threugh bonuses tied, to profit, insiead cf through a very high
salary. -
Contrary to what superficial Maoist and semi-Maoist critiques in the West assumed—these
strange new “state capitalist” bedicllows of Kidron™!'—the reforms do not mean ihat capitalism is
being reintrodueced in be Soviet Union. They do not mean (hat profit becomes the motive force of
economic growth, ic., staris to direct investment “spontancously” from branches where it is lower
towards branches where it is higher. No real competiiion in the capitalist sense of the word (ie.,
competition for selling on an anarchic market) cccurs. Means of production have not become
commodities. Rather, what has occurred is the use of a pscudo-market to oplimize resource
utilisation quite along the lines 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 ouiput” By no means. They only substitute one set of
contradictions {or another. Income of the bureaucracy is now imcreasingly 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 o of the factory (ie., new investment 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 to
use and its 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 invesiment, the amount of
manpower and wages, arc determined by the plan, the burcaucrat will quickly feel cheated by the
new arrangements, He will say: "You want us to perform “optimally”, but you fix things so from
the siart, that such a performance is, in fact, impossible™,

So the economic reforms must 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 cssentially
allocations (the bureaucrats systematically overestimated the factories’ needs of workers and material,
while they underevaluated the productive capacity of the same factories). The new fug-of-war will
be about er of decision. The factory managers will demand the right to hire and fire workers as
they Iik:,pﬁey-wi-l-i'dﬁnand 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” diclates). 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 2 moment that the factory managers were to be successful in their demands,
and graduaily 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 inveried commas around the words “market”, “buy™ and “sell”.
Surely, each factory making its own invesiment, irying lo establish its own prices, negotiating its own
wages, would have become an ind ot firm, and the market would then “arbiter” between these
firms and give birth to prices which' d no more be determined by plan, but would result from
the inter-play of market forces. Surely, in that case, capifal would flow from less t{%iﬁg_pmﬁtablc

It would no more be the plan, but This ficgw of capital which would gefermune the general
lines of growth of the economy. Surcly, 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 ~onnections
with foreign tirms which would increasingly also sell on the Russian market. as w¢ll as export capital
{o that country. Surcly. the growth of individual investment would mevitably lead to overinvesiment
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 capiialist sconomy, for
everybody to see and acknowledge the fact. even the dogmatic and myopic Mandel. But weuld it
be a “state capitalist” economy”’ The whole process started because the income of the factory
mnageiwb‘ci_'ng%mry's “profit”, the manager had received 2 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 ‘n making a
factory & “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 befors this ultimate outcome, the ties wi
foreign firms become stronger, villas bought on foreign coasts and mountains, bank- 3
established in foreign banks and used for some “profitable investmen:™ (z.g. the purchase of forei
-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 pot pressure to grant them the right to “fix
their own prices™ (i.e. to have them fixed by supply and demand on the market) aiready started, and
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jsm't it referred to in the Soviet press? Have not certum sdeologues of the “managerial layer™ (whose
existence is now openly admitted »rd whose formation and cducation is surroundasd with the greatest
care by the leaders of the bureaucrcy) claimed the right 1o decidz upon the closurs of “unprofitable
factories™? Has not even Libarman raised his voes in favour of the enterprise breoming more and
more “self-financing”? Isn't there already an expernment with o whole industrial branch financing
s oum” investment??® Haven't the trends towards a disintegration of plasned economy begun to
assert themselves in Yugosiavia, since the “econcmic reforms” of 19637 Hasn't even an open conilic
arisen between “workzrs scli-management” (in its distorted Yugosiav version) and “socialist market
economy”, the most “aggressive” wing of the Yugoslav factory managers enenly defending the idea
tkat managsment should be freed from day-to-day “epcroachments” by the warkers” councils, whose
functicns should presumably be reduced to one of "“deciding income disinbuotion”, ¢.g. to similar
functions of a capitalist firm’s general stockholders meating? And isn't the possibility of this process
going further and further in that direction conceivable to-day, with all the social forces and
contradictions invelved in it before our eyes. in broad daylight so to speak, in tha Yngoslav case”
What we deny of course, is that this process could lead to “gradnal” and “imperceptible™
restoration of capitalism. We do net believe that this restoration of capitalism can be achieved
“hehind th= hacks of sacieiy”, so (o spesk, in the first place behind the becks of the working class,
which js already by far the numerically strongest class in the Sovict Union and in many other
” Eastern European countries. We are convinced thai the workers will put up the strongest possible
resistance 1o such a disintegration of the planned economy, especially when it 2ntails a loss of jue
security, reappearance of large-scale unemployment, wage decreases snd the strong increase in
inequality of income®. We are therefore convinced ihat capitalism covld be. restored 10 the Bovied
Union or in any Eastern European country only aiter bresking the ficree resistanc: of the working
class. And we are likewise convinced that the state apparatus is tied in its majority to the preservance
of sncial ownership of the means of production and of planned economy. and that its 1esistance
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 depenerate onc), nay that it will have to be broken am!
shattered to piecss, and reclaced by a siate apparatus of another type, geared fo the defence of
private propecty and “free enierprise”. Given the present consteliation of social forces. buth
nationallv and internationally, we think it very unlikelv that this resistance could actually be broken
onder thess conditicns, and that capitalism could be restored either in tm2 Soviet Union, or in
Yugoslavia, or in any other bureaucratically degencrated or deformed workers' state.

But the beginning of the process is here, for everybody to sec. And it reveals the inconsistencies
and contradictions of th= theorv of “state capitalism™ in a siriking way. For Kidron will have tu‘
answer twao sets of queslions: ]

First, are all these eontradictions, conflicts, trends and processes anywhere similar or identical
to the laws of motion of capitalism, ohserved by Marx? Have they anything to <o with what has
been going on in the West during the last 20 years? Aren't they obviously contradictions, conflicts
and Jaws of motion of a mode of production qualitatively different from capitalism? Arer’t thoy
Pmd“-]f those conflicts between “the -]..:_::':Ii;; of the market” and the “lome of plélﬂl.‘lil‘li"_ which the
late Preobrashensky analyzed as charactersstic for the period of transition between wapitalism hecome
socialism, which is uvshered in by the overthrow of capitalism? How could canitalism become
restorad vndnr capitaling? Would Kidson deqy thmt eho ebove-skeiched proccos, ¥ wonld uaipid
3 fill its ultimmate logic, would actually jead to the replacement of one social system by anoiher? Would
he then concede that “statc capitalism™ s different from “private capitalisim”, exhibiting differcnt and
specific laws of motion? But what's the use of caling 1t then “capitaiism’™® And what becomes of
the preposterous staiement that “rething in stalmist Russia defics analysis in terms of Marx’s model™?
Would it indeed not he more correct to postulate the oppouite: the whole development of stalinist
Russia follows other laws than those elucidated in Marx's mode of capitalism-

Second, if one presumes that the process of disintegration of planned economy proceeds till
the bitter end, and that “classical” capitalista, based upon the privatec ownership of the means of

uction, is restored in the Soviet Union, what would Kidron call that process. and what would
his political atiitude towards it? Would it be just the change of one form of “capitalism” into
another? Would Kidron's aititude be one of indifference, or even of gles, “liberal capitalism”
replacing a “totalitarian™ one? Would the changs 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 resression {(and the
more intelligent “state capitaiisis™ tend to admit that), wounkdn't Kidron thcn be in the unfortunate
position of having to cail it a social counter-revolution, and to give a positive connotation to what
he calls the “ruling class” in the Soviet Uniom, rchabilitating it and “defending” it against its
E “reactionary encmics™? 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 tyr:mn}r![
of the plan” and not the “tyranny of the market™ =

The society in iransition between capitalism and socialism

The most irresponsible of Kidron's statements is the one that denies the existence and the very
possibility of a society in trapsition between capitalism and socialism. (In all fairness, one must
state that Tony Cliff does not agree with him on this point.) CAlmEsuch a society a mere “verbal
convenience” s not unly in opposition to the whole body of theory of Merx, Lenin and Trotsky and
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t0 more than a century of experience of the revolutionary labour movement (it is rot Mandel who
invented that category, after all), but also puts a question mark over the possibility of eocialist
revolution anywherc in the world to-day, to begin with in Britain and Western Europ=.

Kidron's argument is again a typical example of his mechanisiic and ulﬂnstorkc thought.
T.ue, he says, there can be a transition between fewdal society and capitalist sacicly®, becaw:e
capitalism can grow piecemeal within the interstices of fendal society. Then he goes on: “But
socialism is a total system. It cannot grow piccemcal within the interstices of a eapitalist society.
How does workers’ control of production coexist with control by a ruling class when the means
of production in dispute arc onc and the same? How does self-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). =W _

The first striking feature of this argument is Kidron's definition of socialism. We can hardly
believe our eyes: Kidron appeurs 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 true that for Stalin,
socialism cquals 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 exactly the same in both cases, and it is exactly as wrong!

For classical marxism, to which we contiiue to adherc notwithstanding all of Kidron’s sneers, -
socialism means a classless socicty. It therefors presupposes not only the swppression of ate
pronerty of the means of production, henceforth managed 1n a planned way by the associate ucers
themselves, buf it also calls for a levcl of development of the productive forces which makes possible
the _withering away of commodity prtuction, of money, and of the state, It is therefore a new
social system having ifs own n%ndc ol productiof, its own mode of distnibution, and its own economic
automatism, which constantly reproduces basically socialist rETations DETweeT men. L e

the working class is perfectly capable of overthrowing capitalism in a sm%

(it did so in Russia, Yugoslavia, China, Cuba, North Vietnam, and is busy doing so in

Vietnam right now), Huﬁm&mﬂniwmﬂwmm%g{:
in the U.S.A. {not 10 _s.Ecak of Britain or Western Europe). When it has taken power a
organiscd a planned ecopomy it 15 nol able fo suppress commodity-peoduction completely because
UWMW_HIWE all social needs. If it tries to do this HEEE@B}’. commodity
) production (with some “pnvatc” monelary standard) will re-emerge spontancously from universal
rationing, inder 3 the will of the “associated producers™#. Commedity production will
/- thercfore still prevail ia-the realm =  Erononnc artomatism will mot reproduce
| "socialist” relationships in sociely; stale coercion will be necessary to correct that. And we will
4 therefore have a society in transition belween capitalism and socialism, characterised (like the Soviet
Union) by the basi¢ coniradictioi and combination of a non-capitalist mode of production and ; .
€Y . essentially ois norms of distributivn®, 1t is no more ca = er= j5 10 universal
o [ no capjtalist ition, no capital accumulation, no laws of moiion of
HE . It 15 not yet socialism, because there 1s still partial commedity’ production, not y=t universal
production for use, there is still inoney, there are =till soci icts, and there is still a state.
Kidron could object: “I admitted that there might be transitional form in distribution, didat ; b
1?7 But what about control over production?” Unfortunateiy, it is not possible to separate SR
production and distribution in such a mechanistic and total way. 1f bourgeos distribution norms

still reign, there is still some incquality of income. If there is still inequality of income, some social
E@L‘%m?mmﬁ—r ward the country is from the outset, or the greater this

mequality), and the is-sti ssary and cannot wither away. True, if the state is administered ' _

by the workers themselves, this role of-ar i ciion in the general direction of greater” - = o F

equality; if it is adminjstered by a privileged bureaucracy, it will arbitrate in the sensc of maintaining * -
and consolidating these differences of income. Bt the inevitability of social Tension and 1he survival
of the Stalc correspond 10 ihe survivatof-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 distibution of goods and services. And the concrete way =
m which the economy will be managed will again depend at least partially upon the effects which
the existing money economy and inequality of mcome will have on the activity and consciousness of
the producers, on their class cobesion and political involvement, elc., etc.

If thix 13 so, such-a society still bas the need for accumulation (not of capital, of course, but
use-values in the form of equipment, etc.). The division of the social product betwesn consumption

ﬁdﬁlﬂnﬂm_mmum%km. creating T ial tensions. Whether There is workers control

Ureaucratic management make ﬂﬁtxtﬁiﬁmnm in the way this problem is solved; but it

cannot make the problem disappear through magic. And ali these problems and tensions are neither

those of a socialist society, nor those of a capitalist socicty, but preciscly those .of a society m

v (transition from one to another {in the larger historical sense of the word, like Marz and Lehin

| |clnra¢tcri3nd it: “the epoch of the dictatorship of the proletariat”, which is most certainly not the
& fp-u-ch of socialism).

. Of course accumulation will not be “blind” (it 15 not in Russia either). But external compulsion

will still very much be with us {except if one assumes sircultancous revolution in the whole world),

=
4

Page 20




——

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 histori ory which maintains its fundamental significance
for the whole epoch 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 overthrowm the
parasitic rule of the bureaucracy, through a pelitical 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 fiedged socialism
and “preduction for use” without commodities, money, at state and—alas—weapons. Anybody whe

otherwisc is only creating meaningless illusions among workers, which will cause havoc and

ion 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.e., 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
buikl 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 2 socicly in transition between capitalism and secialism— because such
a society doesn’t exist—but stute capitalism. This T 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 bomn at all”. Will Kidron dare draw this
nltimate conclusion from his irresponsible denial of the existence of a sociely 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 favourabie in their country,
till they can do it simultaneously with the American and . . . the Soviet workers, lest they get

themselves entangled unwiitingly in the building of “stale 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 uselesspess and danger of the theory of “state capitalism” i

lutionary s ] esent world.

If one starts from the assumption that capitalism to-day rei
also in Yngoslavia, Eastern Europe, China, ™Noff ¥ ha—an_assumption, incidentally,
which you woa 't fimi = SIngIE capitalist in the world sharing—then it follows that world capitalism
is to-day siromger than it cver was before i [EToTY, #n capitalism has qshnred in a new and
sensational phase of universal development of the productive forces, above all in backward countries
like Russia and Chifia, much more impressive even ing 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 [uced with intensified international compelition between
twq imperialist blocs, which eventually could lead to war, Hut with-which revolutionists could have
notfiagtodo. And it then follows that there do not exist lo-day any Dbjnglw%
socialist revolution, anywhere i the world, as long as capitalism continues its trium
forward. Unly after some major breakdown of the system (perhaps after a war?) could such a
possibility arisc. Strangely cnough, 4 consisient “'state capitalist” would thus arrive at a very similar
conclusion as a pro-Moscow CPer (ihie pro-Peking CPers will in good time arrive at the same
conclusion too): socialist revolution is not on the agenda anywhere just now.

The strategic conclusions which fvllow are concrete and very dcadly. Kidron himsclf has
spelled them out at least for two of the three sectors of world revolution.

In Western Europe, basing himsell 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 correctfy ThHe stroctural crisis
of the world capitalist system, could make the prediction that notwithstanding the temporary increasc
in the rate of growth of the Westcrn cconomy in the fifties and the carly sixtics, this remained a
deeply crisis-ridden system,.in which periodic social explosions, which would put the revoluti
conquest of power on the agenda, were unavoidable’. The French May 1968 events have shown
who has becn right and who has been wrong in that respect, and what Kidron's analysis objectively
leads to: to fornish 2 theoretical apology for all those reformist and nco-reformist tendencies in the
Western labour movement—to start with the French CP!—who all claim that no more than a defence

ens supreme not only in Russia, but

. of workers® real wages and the like is possible to-day

j
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For the colonial and semi-coloniul countries, Kidron's medicine is an even more bitter one. As
the colonial revelution can only !ﬁjﬁfﬁpimlism in one form or another—a current exercise of the
British adhcrents of the “state capitalist™ theory is to explain even the cultural revolution in China by
reference to the need “to step up capital accumuiation”; presumably, il tomerrow, after Mao’s deatk,
most of the decisions of the “cultural revolution™ were reversed, the same cxplanation would then be
given for the reversal. We had betler stop chattering about “permanent revolution™. Anybody who
comes lo power there, including through a popular uprising, can only submit himsell to the laws of
competition of the world market.” As these TEwsTv ifisf The poor countries (and poor
classes), workers and poor peasunts in these countries can only expect higher burdens, nothing else.
It sounds unbelicvable, but that's exactly what Kidron has to say about the perspectives of the Ceylon
“trotskyists’™ 2

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

“Exporting new goods is nul casy, particularly in competition with speculators like Hon
#ong, Taiwan and Singapore and it is made less easy by Ceylon's relatively high level of socia
welfare cxpenditure . . .

“If the transition is (o be made at all-—andic s undeniably necessary—productivity will have
o 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
15 directed at making palatable the sacrifices. they intend demanding from the workers, they are
ostensbily a socialist party, vet much of their programme is concerned with making Ceylon com-
petitive ina capitalist world.

“It is a cruel dilemma, and one that can become only crueller as, and if, the left-coalition
implements its economic programmfe. For as they do so they must become increasingly isolated—
foreign capital will put on the squeeze, the coalition’s small business allies wiil take fnght 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 iwo conclusions. One that it is useless to try
foday to jalist revolution in Ceylon; things could only become worse, and a socialist
should limit himself to light for modest Gemocratic and econcmic reforms, postponing “revolution™
till some better age. Segond, that it would be utterly irresponsible to condemn, not only the reformisi
LSSP of cniering @ bourgeois coalition government, but also and above all the various reformist
CPs of supporting national bourgeois governments (as the Brazilian, Iragi, Persian; Indonesian CP§
have done and the Indian CPs are doing now, one knows with what magn#ficent results!) Because
they had no more choice than the reformist LSSP, and wasn™t it prefcrable, after all, to have the

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

Sgiw-ul_mﬁ&‘ﬁli_ Kidron's politics Jead to “t‘%lﬁmwll’%?ﬂ“ No revolution possible in the
West; no uhon possible in the South; as for the East, insofaras the “objective conditions” are
$inilar either to the West (in Russia, Czechoslovakia, East Germany) or to the South (China,
Viemam, etc.) why hope for revoluiion there? The only place to withdraw, for a revolutionist, in
Kidron's universe, is to the study, where intelligent commentary can be made about the failures of
past revolutions and perspectives of néw 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 zasily” from urban workers to “third world”
pecasants, to “studenis as the revolutionary focus” {p. 33} H world revolution 15 some vague
prospect for adistant future, then of course the only thing to do today would be—outside of studying—
o invoive oneself with the day-to-day economic struggies of the workers, meanwhile preaching
socialism, as good social-democrats did around 1890.

But if world reyolution is seen as the main realit
of mankind m its orbi 2 ; 2

|"4|"' HSE i ARS . A
Vestern Europe 2, Yietnam, the Arab woild, Cuba, elc.—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 indusirialized countries, France and Argentina, within the same year,
should be given zll 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

of our epoch, drawing larg
e tEE DAl SYSIE

* 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 secialism all objectively
revolutionary demands and movements of other social layers, be it “third world peasants™ (ncarly
two-thirds of mankind by the way)}—students in revolt.

The inconsistencies of “state capitalism™ do not stop there. w%
me_tm : ack North Korea and Chind against Amer
nﬂlﬁmmtheli W :ﬂ'ﬁ}f Ckﬂu}'"‘ a FAET S agsinst theother! IMow, allof a
5 . they back N ictmam and ihe Souih-Victnamese Liberation Fromi (the pucleus, pre.
sumably, of the *bureaucratic ¢lass’ 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):

Fi
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What has happened? Isn’t Russia “state capitalist” or “imperialist” any more? Has China ceased to
be “state capitalist™? 15 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 “m transition form
ism to socialism”, instead of state capitalism? One can'T make head nor il of Ths—dogic™.

crc all The mconsistenciés of Thie Theory of - stalk capitalism™ are revealed quite nakedly™,

Let us add that Kidron's dilemma for the Ceylon trotskyists (and revolutionists in the
backward semi-colonial countries in general, at that) does not make much sense from an cconomic
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
comnccived as the origin rather than the consequence of that poverly? What does Ceylon (or rather
the Ceyloncse capitalists and foreign pluntation companies) receive in exchange for tea, rubber and
coconut cxpoits, and what do they do with these resulis of unequal cxchange? Do they use it for
mdustrializing the country? Only to a small extent. Don't they rather import a lot of consumer
poods, (o begin with food? Couldn’t most of these consumér 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 o 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 sidc
with increase in investment (in fact, isn’t that the economically optimum 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 achicve 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 caclunging rubber, tea and other goods for Russian,
Czechoslovak and East German industnal 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 Kidrou'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 lum colourblind to the real problems of world
revolution today and their answers.

Under these circumstances, one cannol 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 1mply that Ceylonese revolutionists have a choice today, and that “capitalist exploitation and
accumulation” does not fatally Row 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 mmlutiona;ymrunz
85 a determining factor of history, anywhere, any time. To be accused of “philusophical 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

Kvmthem 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 Ernest Mandel.
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NOTES
Micheel Kidron, "Mpginot Marxism: Mandel's Economics™, in “Intcrnational Socialism™, ﬁpril—h[a}'r. 1969,

2, Capinlism is the transformation of labour power into a commodity and of means of production into capital,

ER

6.

wiich means that they have to become commaodities too.

‘Objects for use only become commodities becauss they are products of private labours, conducte)
independently from each other. The complex of these private labours constilutes global labour. As
the producers eslablish 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 I p 39—
“In order that these objects may enter into relations with each other as commodities, their guardians must
place themselves in Telation to one another as persons whose will resides in these objects. . . T must,
therefore, mutually recognize cach other as privatz proprietors” (Volume I, chapter il, pp. 30-51—"In
the existence of the product as commodity, determined historical conditions are embedded. In order to
become a commedity, the product couldn’t be produced a3 means of immediate subsistence for the

himself. If we would have pursued our investigation and asked: ‘Under what conditions do all or cven
the majority of products take the form of commuoditics®’, we would have discovered that this happens
only on the basis of a very specific mode of production, the capitalist one” (Volume I, chapter 1V,
p. 132—"The transformation of 2 sum of money in means of production and labour er i the first
movement which a quantty of value passes through, if it has lo funchion 2s capital. This takes place on
the market, in the cireulation sphere.  The second phaze of the movement, the roduction process, i3
finished as soon as the means of production are transformed into commodities, whose 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 circulition sphere” (Volume El‘l'lh part, preface to chapler
XXI, p. 527 All references are to the German edition of “Das Kapital” of Karl Marx, edited by Engels
{9h printing, Hamburg, Otto Meissners Verlag 1921), and have been transiated by us.

“This absolute drive (Ltieh) of enriching himself, this passinpute chasing after value, is common Lo both
the capitalist and the hoarder, but while the hoarder is but a mad capitalist, the capitalist is a rational
hoarder. The indefatigable increase of value. which the hoarder tries to attain through salvaging moncy
out of circulation, the more intellizent capitalisi realizes it by throwing money again and again into circula-
tion” (Volume 1, chapler 4, p. 116 —"Commuodity production presupposes commodity circulation, and com-
modity circulation presupposes the representation of commodities as money, monelary circulation; the
duplication of commoditics in commoditics and money is 1 law of the appearance of products as com-
modities. In the same way capitalist commodity production presupposes—from a social as well as from an
individual point of view—capital in monetary [arm or monetary capital as primus motor for each new
beginning business, and as a conlinuous motor. . . . The whole advanced value of capital, e, all component
part:s of capital, which are composed of commodities, labour power, labour means and productive
inaterial, must constantly be bought by moncy and bought again. What is true here for individual capital,
is also true for social E:!pil:ﬂ. which can function only in the form of many individual capitals” (Volume I,
chapter 18, p. 328)—"Money is the form in which each individual capital (abstraction made of credit}
must appear, in order o transtorm itself into productive capital, this follows from the nature of capitalist
production itself, in general from commodity production” (ibidem, py 332, for source, see note 3.

*Capital exists and can only exist as many capilals, and its self-determination appears therefore as inter-
action of these many capitals on each other,” (p- 317/—"The conccpt of capital 1m|;l'1¢1& thiat the objective
conditions of labour—and these are ils own products—become embodied in confrontation with labour
{literally ; take up a personality in confrontalion with labour, E.M.), or, which is the same, that they are
posed as property of a personality alien to the worker. The concept of capital implies that of the capitalist™
{p. 412)—Karl Marx: “Grundrissc der Kriuk der politischen Ockonomie, (Rohentwurf) 1857-1858", Dictz-
Verlag, Berlin 1953 our own translation,

“The specific cconomie furm, in which unpaid surplus labour is pumped from the direct producers, deter-
mincs the conditions of domination and submission { Knechiichaft) as they emerge directly from production
itself, and react in its turn in & determining way upon production” (Volume 111, chapter 47, p. 324 of "Das
Kagital”, source as in note 3L

Marx madc the point, in several paris of “Capital”, and in “Theories of surplus-value”, that real wafel
are higher in the capitalist countries with higher productivity of labour than in the less developed capitaliat
countrics.  As for Marx the réserve army of labour is the regulator of wages, this implies that there t
no absolute decline of labour forescen by Marx, when camtalist industrialiration unfolds. The movements
of accumulation of capital can produce several tesults: absolute increase of Jabour accompanied by relative
increase (in comparison to the mass of production and the mass of capitaly, absolule increase accompanied
by relative decline: and absolule decling accompanied by relative dechne.  The first case (which implics 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 accumulation of capital; the second case iz the more
common One-

Karl M;lgrx. Theorien ober den Mcehrwert, 2Zer Band, pp. 267-8 (Ind edition by Kautsky, Stutigart, Dhetz
Verlag 1910) .
Karl Marx, Das Kapital, Volume III. chapter 13, pp. 236-7 in the edition indicated in note 3.

There is of course one peculiarity of arms produciion which we siressed in "Marxist Economic Theory™:
the faet that its products do not emter the enlargad reproduction Process, as they are niether means of
production nor means of consumplion, and reconstiiule neither constant capital mor Jabour power. But
capital invested i the arms sector is part of total sacial capital; its profits enter the accumulation process,
exacily hike auy other capital; and ils own organiz composition of capital enters n the determination of
grganic composition of global social capital, hence in the determinabion of the average rale of L
cxactly like any other capilal

In his book “Western Capitalism since the War" (Weidenfeld & Nicokion, London 1968, pp. 46-7), basing
himsclf on writings of von Borikiewicz and Sraffa, Kidron trics to explain the “drain” natorc of arms
production by equatin thern to “luxury goods™. He forgets that by the Marxist definition of Juxory

these are bought by the mon-accumulated part of sur lus-value. So what we have here is a pe
principis. 1 the non-accumulated part of surplus-value grows, accumulations slows down (and, with it)
the offects of all Jaws flowing from increased accumulation: that's what be wanted lo prove

start. But is arms production indeed paid for by the “non-accumulated” part of surplus-value? What
intcrest has the capmalist 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 & speed-up, how can one then preseni arms 2s “luxury products”? These quesiions show
that Kidron's analysis of arms production docs not Id water.

11. This Kidron does not want to_admit, because he labours under the impression that there exists not a

thora but a scarcity of capital. The “proof” he produces is the iu$ rate of interest, i.e., high
or money capital. I conjunclural factors—as (hose which exist in the LISA in 1968-9—are absiracted
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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
tapital. hen secular inflation—which Kidron could have linked to the weight of arms production,
among other tI:_'mFs——h-nmmes a permanent feature of the cconomy, the interest rate is composed of two
fuctors: the “price™ of loaning money capital plus an instrance premium to offset annual Josses of purchasin
power of the currency. When this premium is evaluated at 3%, then the "priec” for loaning money clpitai
it much lower than it appears to be. Ewidence for the plethora of capital can be found (1) in the move-
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 sirihing changes of todays monopoly capital as compared fo
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 monrey copifal side by
side with the existing plethora of productive captal, As capitalists big and small don't want to hold
cash, they buy up all kinds of “real values™, and have an intercst 1o do this on credit as far a5 possible.
Thus inflation creates credit cxpansion, which in tum feeds inflation. Whether this leads to a scamity of
productive capital can be studicd in ihe anmual veports of the big corporations. Do they have difficultics
in selling st and bonds? Cau't they finince important expansion projects due 4o lack of capifal, cic.,
etc.? Pesing the question is answering il. ‘The cxcess productive capacity in key seclors of industry is the
teal basis of this plethora of capital,
The ﬂﬁ:s 1B6D-1919 from “Historical ctatistics of the USA, from colonial times il 1357", the %ﬂlﬂl
1919-1 from “Long Term economic growth 1860-1965 (US Department of Commerce, Wl.ﬁhmﬁh:m 65}
In “Marxist Economic Theory” we have clearly indicated the counter-acting {endencies, which slow down
and, momentarily, even reverse the tendency for the average rate of profit o decline.
Cf. Baran-Sweezy: Monopoly Capital, pp. 372-378, Monthly Review Press, 1966, New York .
We have already indicated elsewherc a very telling example: when the Mobuty regime of Congo nation-
alized the Union Minitre du Haut-Katanga and proposed to pay compensation on the basis of the net boak
value of assets, the gentlemen concerned cried out like wounded animals: “But our assets are worth three
times as much. . . ." :
West German figures “Zeitschrift flir allgemeine und textile Marktwirischaft™, Heft 2, 1968—The Britsh
figures are not completely comparable, because till 1965 they express the relation between net pmnu
(eross profits less depreciation and taxcs) and net assets, whereas the post 1965 figures deduct financial
charges too from gross profits. The difference is however less than 1%, and thercfore cannot change the

neral trend.
_%c ]:l-eu::i:ll.I1|r “The Economics of Meo-Capitalism”, published in the “Socialist Register”, 1964, Londom,

erlin Press.
Stepped up capital accumulation can be explained i1 Germany, Italy and Japan. the .three countries with
the highest tate of growth for the period 1950-1965 ameng thc major imperialist powers, essentially as 2
result of a sudden upward push in the rate of surplus-value. Reconstruction of the ruined ecomomy
increased profit and productivity of labour rapidly, whereas wages lagged behind, as a result of tbe large
surplus oflilbﬁul' {from Japaness and ltalian agriculiure on the one hand, the strong influx of East German
refugees on the other hand) i ] ; ;
Kidron denies that there has been a decline of world trade in telation to total industrial production, and
states that “trade in manufactures has . . . gone up twice the rate of output since 19487 (p. 34). He forgem
that there was a tremendous drop in the relation: trade in manufacturers/output of manufacturess for the
capitalist countries after the 1929 slump; that the pre-1929 relation was rcached again only in 1965; that
the pre-1929 relation was in itself lower than Lﬂe 1913 relation; and that the 1965 figures arc 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 Stales more than international frade) A l‘.::ndznc{ which
verifies its=If for more than hall o cenfury is surely a historical tendency, even if it is reversed for four
years. ; :
Imports from capitalist countries fell from 07% of the Soviel Union's national income in 1340 to 0.5%
in 1950, after that slowly Lo rise to 1.2% of the national income in 1959 and 1.5% in 1964. These figures
don't tell the whole stoxy though, for a large part of these im come from semi-colonjal coymtrics
which have an average productivity of labour much lower than that of the Soviet Union and can therefon
neither “encroach™ nor “wound” anything inside the Soviet economy. Imports from advanced capitabist
countries have till now remained consistently lower than 1% of the Soviet Union’s naiional income.
Kidron allcges that the planners ensure growth by a flow from low-productivity to high-produclivity sectors,
and equates this with the flow of capital from sectors with low profits to sectoms with high profits. He
seems Lo forget that in a capitalist economy, it is not physical productivity of labour, but financial profit-
ability of capital (through tlI:e prism of the market) which directs the flow of resources from ome geclor
to another—and that both parameters by no means automatically coincide. Unwittingly he has therchy
stressed another qualitative difference between the Soviet economy and a capitalist cconomy, instead of “dis-
covering” a simile. Just in passing: doesn't Kidron believe that in a sociakized, or even 2 socialist economy,
resources will also have to Flnw from low-productivity to high-productivity sectors, inssmuch as economic
growth is still needed? Dotsn't this indicate the basic similarity between the Soviet economy apd gy
cconomy in the epoch of the dictatorship of the proletanat, after the overthrow of cepitalism, in whatcver

of the world thiz occurs?

ot, of course, maximizing accumulation. We showed in "Marxist Economic Theory™ that the Maximum
ratc of accumulation never leads to the fastest rate of growth, alsc some “fresh™ thinking which escapes
Kidron's attention.
Cf. Oscar Lange and Fred M. Taylor: "On the Economic Theory of Socialism™.
The cconomic rationale of central planning as against “individual profitability” of the factory lies in the
fact that the optimum combination of nalional (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 & factory level.
A few recent Soviet articles referring to these debates can here be mentioned: V. Komin: “Economuc
Reforms and Tasks in Further Improving Price Formation”, in "Planoveid Khozigiivo”, 1968 nr. 4; V¥,
Lisitsyn and G. Popov: “On administrative cadres”, in “Planoveid Khozlaistvo”, 1968, nr. 3, E. G. Liberman
and 7. Zhititsky: “Fconomic and Administrative Methods of Managing the Ecopomy”, in “Planovaié
K hoziaistvo', 1968, nr. 1, elfc.
Cf. 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 unemploymend, increased inequality of income and i
encroachments by managing bodies on the workems' nights.
In fact, there have been “transitional societies” betwcen all major stages of man's histary. CIL George
Movack’s excellent article in the Movember-December 1968 issue of “International Socialist Review™,
In “Marxist Economic Theory” we analyzed for the first time (except for the contribution by Preobrashensky,
estentially geared however to the problems of an underdewcloped agrariap country) the concrete process of
withering away of commodity production, in the course of building a socialist economy. One would have
:xpcctcliamml: comments of Kidren's on this example -of “fresh exploration™.
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Kidron eagerly picks up oor 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 partiol survival of commodity
oduction, par.rr'af overproduction would emerge inevitably, as we correctly predicted already in the fiftjes,
t that the whole difference between capitalism on the ‘one hand, and petty commodity production or
society in transition between capitalism and socialism on the other hand, lies precisely herein, that in the
first case, penecralized commodity production leads “by natural law” to peneralized overproduction, ie.,
to periodic 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 Haly than in today's
Russia. Here notwithstanding tnsaleable stocks in various sectors of comsumer goods, global investgient,
income. output and employment don’t interrupt their continuous growth. Kidron has again, unwittingly,
clarified a major gualitative difference of Soviet economy and of capitalism, instead of the simile he
thought to have discovercd,
Michael 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
faotories or firms against the increasinely centralized determination of real wages has no chance of success.
See our article: “Une siratégic socialiste pour 1'Europe capitalisie”, in “Revue internationale du Secialisme”,
Mo, 9, mai-juin 1965, ;
Kidron should have been at least objective enough to tell his readers that after entering a coalition govern-
ment with the bourgeoisie, the reformist LSSP was expelled by the Fourth International, while a minerity,
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 rchabilitation of Stalin too, The poor fellow had obviously no
choice—no more than the reformist LSSP—but to industnialize Russia at the expense of the workers'
standards of living. And the alternative programme of Trotsky's Left Opposition? S0 much “philosophical
idealism”™, undoubtedly. . . .

. We could continue the tale. The same issued of “International Socialism™ which publishes Kidrons “article

contains an excellent report by Ibrahim Ali, which ends with the following sentence; “Only a revolutionary
and intcrnationalist solulion i% capable, not only of solving the Palestine problem, but all other problems of
social and pationzl emancipation 1n the region™. We fully agree. But let Kidron cxplain why “developed Arabs™
can solve all (1) their social problems through 2 socialist reyolution, while “underdeveloped Ceylonese™ cannot.
Let the editors of “International Socialism™ explain why what is truc for the Arab revolution, Eastern sector,
was not applicable to the Arab revolution, Western sector (i.e,, the Algerian revoiution). Wouldn't it then have
been necessary to give the Algeran 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 push the Algerian revolution forward to  social:st revolution, exactly like lbrahim All proposes today to
the ga]c!.linians?

Even on this very minor question Kidron cannot k2ep his categories clear, “Philosophical idealism™ 15 a
doctrine which affirms the primacy of spirit (mind) over matles, the first creating the second. When we say
that the individual unconscious stl] harbours echoes from the “communist part” of TO00 years #go, we don't
imply therchy that instincts or ideas “create” material conditions: we simply assume that they can linger on
after the material conditions which gave nrth to them have disappeared.  This statement has thercfore
nothing to <o with cither philosophical or historieal idealism, but is an clemenigry - truth of histerical
materialism, conceived in a dialectical way. Doesn't Kidron kaow that the peculiar ideas of the Catholic
Church, born out of material conditions _of fendalism, still have u powerlul impact a thousand years after
their formulation? Doesn’t he know tha{ supersiitions born from material conditions. which have dis-
appeared for many meore centurics also lipger on? Why is it then so difficult to conceive that some of
the elementary customs of social solidarity and cooperation, born under tribal communism, snd main-
tained in the village community, could still strongly affirm themselves today? Perhaps becanse Kidron's
way of thinking is narrowly mechanistic afid based upon vulgar determinism, where everything flows aulo-
matically from,cconomic fatality?

w



4.The Inconsistencies of Ernest Mandel

Chris Harman

Anv attiempl to ‘examine the economic
basis of the theories of Intermational
Socialism® and to "demonstrate . . . in facl
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 atlempt has
been considered for many years the lead-
ing theorctician of the ‘Fourth Interna-
uonal’ and has alse acquired a reputation
in cerlaip circles as a ‘Marxist cconomist’,
a serious assessment of his arguments can
not only enable us to clarify our argu-
ments, but also to see to what extent his
reputation is deserved, : ;
There 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 to prevent us
atlernpling to deal with other than the
major ones. The second is that his eritique
is not of ‘the theories of the International
Socialism group as a whole’, It is a critigue
of one short presentation of these theories
in a review E;.- Mike Kidron; the books
and articles by CHfl, 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 ]ODEing 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 to
defend it, anH the overall shallowness of
his critigue.

The pature of mpitalism . L.,
The first central paint in Mandel's criti-
cism concerns the nature of capitalism. He
argues that ‘Capitalism is 2 mode of pro-
duction in which generalised commodity
production unleashes a historic process of
accumulation of capital, which is in turn
a constant (if discuminunus;:_mfmwth of
commuodity oduction, of production of
exchange values and of reinvestment of

* surplus value’? *The rationale of capital-

ism can be understood only under condi-
tions of constantly expanding commeodity
preduction, of a constantly expanding and
insecure market, and of firms, of producing
units, facing that anonymous marketl in-
dependently from each other and com-
peting for larger and more profitable shares
of the market. . ., But if we assume
generalised and constantly expanding com-
modity production we assume  also the
absolute need to realise the surplus value
of these commoditics, in order to accumu-
late capital”’

The argument is developed 2t some length
and the central idea is repeated, in difter-
ent forms, several times. As 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 the pamphlet dealing

with this guestion is there a single mention
of the working class or a single relerence
to the wage labouricapital relationship.
Mow this is curious. For it was not Michac]
Kidron but Karl Marx who wrole “The
relation between wage labour and capital

determunes the entire characier of the mode,

of production’. And this is not an acci-
dental aside. Marx's originzl starting point
was alieneted labour, the situation in which
the products of man's labour appear as
independent forces, constraints  on  his
activity. In itg developed form this implics
the separation of the worker from control
of the means of production, expropriation
of the aclual producers, the creation of a
proletarat.

The significance of this omission will be-
come apparent later. For the moment,
however, let us look at the conclusion
Mandei thinks can be drawn from his
definition. He sees it as meaning that
commodilies produced have 1o be trans-
formed into maoney, and that therefore that
‘capital accumulation”, ‘the final money
form of capital’ and ‘the capitalists thirst
for profils’ are ‘exactly idemmical expres-
sions. But this is plain unadulterated non-
sense, Thirst for profits is not ‘synonymous’
with ‘the basic economic compulsion de-
termined by the structure of capitalist
society”. Thirst for profits existed, for in-
stance, among usurers in the slave society
of Roman antiquity or in Chinese oriental
despotism. 3o did the final money form of
capifal’. In neither case did they produce
systematic  ‘capital accumulation’. What
Mandel is trying to say is thal in eapital-
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 descnbing them as
social and psychological mechanisms that
make the system function. Yet it is for this
that Kidron is subjected to auack. What
really matiers, of course, is whether they
are the only such mechanisms that pro-
duce the peculiar features of that system
as opposed lo other historically existing
modes of production,

This ieads us o the central argument:
whether the capitalist mode of production
i to be defined by a system involving the
‘thirst for profil' and ‘commodilty produc-
tion’ for a ‘constantly expanding and in-
secure market’, or by something else of
which these are but manifestations, Kid-
ron argues that this semething else is the
competition between rival owners of means
of production that forces each o try and
resist the inroads of the other by con-
tinuall;{_hexp.nding the means of produc-
tion. is establishes a relationship be-
tween the different accumulations of alien-
aled labour making up the competing
means of production that defines cach asg
capital, and their owners as capitalists. It
also determines the dynamic of interac-

(Reprinted from International Socialism, Dec/Jan 196970, pp36-41.)

tion of capitalists with each other and
with  those who produce the means of
production 5o 25 (o continually reproduce
on an enlarged scale, the competition.
Mandels argument is that this cannot be
a definition of capitalism beeause:

1 —The primacy of growth ‘is nol only
true for capitalism’. He instances the “ire-
mendous process of growth' of the fourth
millenium BC and ‘the lremendous econ-
omiz  growth’ that would occur wunder
socialism, Yet, in [fact, neither of these
actually refers to a situation in which there
was a ‘primacy of growth' in Kidron's
terms, thai is, a system in which prowth is
compulsive. Rather each refers. egven ac-
cording 1o Mandel, to growth that occcurs
as @ result of historically contingent fac-
iors. In fact even Mandel is unimpressed
by his own argument here. For 12 rapes
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 zlone 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 is only competition
on the basis of ‘generalised commodity
production”. f
The trouble with this definition is that it
leaves the concept of ‘commodity” as un-
problematic. This might not mattey if one
were dealing with  small-scale  cupitalist
production with many competing firmas cx-
changing all their produce on the murket
With modern capilalism of the Western
sort, let alone with that which dominates
in countries like Egypt or Syria, this rases
immediate problems. For instance, what
happens when the capiralist produces for
the state? According to Lenin:
‘When capitalists work for defence, ic
for the government treasury, it ig
obviously no-more “pure’ aapimlism,
but a special form of nationsl econ-
omy. Pure capitalism means com-
modity production. Commodily  pro-
duction means working for 2n un-
known and free market But the
capitalist “working” for defence diws
not “work™ for the market at alL'*
Or zgain, in a monopoly when the capitul-
ist has a degree of control over hiz own
prices? As Hilferding has put i “Th:
realisation of the Marxian theory of coe-
centration — the monopoly merger — seems
1o lead to the invalidation of the Mzrxian
iaw of value'®
The Commodiny
Unfortunately Mandel does not even bagin
to discuss these points. He continually re-
fers: to “generalised commodity production’
as essential to capitalism, but does ook
hegin to analvse what it means. He is =0
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toncerned 1o try to show Kidron as deviats
ing from the picture of capitalism  that
Mars paints that he does not see any
problems arising as capitalism itsclf begins
o 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
sutface definitions, so as 1o see how the
form of commodity production may under-
g0 profound changes, become hardly rec-
vgnisable, bul the content remains the
sume. In other words, what is needed is a
clear analysis of what commodily produc-
tion is, the analysis that Mandel does not
even refer to in his critique of Kidpon.

Despite Mandel's claim that he is only re-
peatng what Marx wrote — "We only say:
Marx truly said this’? —he does not m
fact take up a point ceptral to Marx's
whole analysis nfrx:umm(n:liry production:
which is precisely that the commodity can-
nol be taken at face value, that 'its analysis
shows that il is im reality a very queer
thing, abounding in metaphysical subtletics
and theological niceties'® One of the most
important sections of Capital is after all
Gilled ‘the fetishism of commodities’, The
commodity is not just a gpood whose char-
acter is clearly visible from the fact that
it exchanges with another good. It is a
reffection of a more deep-rooted character-
istic of social production. As society de-
vejops, what 15 manifested on the surface
is the exchange of commodities. But
through this one recognises what is be-
vond: the gconomic relations of produc-
tion,"¥ Marx's conclusion is quite clear.
“The reason why the products of labour
become commoditics, social things whose
qualities are at the same time pereeplible
and imperceptible by the senses' 15 ‘because
the relation of the producers to the sum
total of their labour is presented to them
as a sociul relation, existing not between
themselves, but between the products of
their labcur’. ‘As a general rule, articles
of utility become commodities, only  be-
cause they arc products of the labour of
private individuals or groups of individuals
who carry on their work independently of
cach other, The sum twal of the labour
of these individuals forms the aggregate
labour of society, %ince the producers do
nol come into social comtact with each
ather 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, anly by the
relations which the act of exchange eéstab-
lishes direcily between the products, and
indirectly through them, between the pro-
ducers.' i Marx argues that this process
forces the Tabour of the individual labourer
to have a two.fold character: on the one
hand it i concrete, useful labour of a
particular son; on the other hand it rep-
resents @ portion of the ol 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 to the gquantita-
tive proportions in which society requires
them. . . !

What is cemtral  for Marx's analysis of
commodity production then is that through
it the labour of individuals s related in 2
quantitative fashion to the labour of ail
other individuals with whom they cnler
into social Pelations, not consciously. but
rather through the relations that come to
exist between the products of their labour,
This in rmrn means that the production
process itself is determined by factors oul-
side of it that is, by the relation of iis
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costs Lo that of production aking place
clsewhere. There 15 ‘repulation of mutual
production by the vosts of production . . .
the product is related 1o self as 4 realisa-
tion of a delermined quantity of gencral
labour, of social Jabour fime'!! Faor the
particular commodity producer this means
that his methods of production  his par-
ticular relationship with nature and other
men in the production precess — has con-
tinually to be changed s there are umn-
plarned  and  anarchic changes in the
methods of production of all other pro-
ducers. This commaodity production  be-
comes capitalist production when labour
piwer, the capacity for pedforming labour,
as weli as the products of labour, becomes
& comumodity, the price of which (ie wipes)
i5 determined by the unplanped social in-
leraction between W5 exploilers that con-
tinually forees them to pay for it no morg
than an historically and cuburally deter=
mined minimum,

We can sum up what we have heen saying
up to this point: yes, capitzlism §s, as
Mandel argues, competition on the basis of
commaodity prodvction. But to fully under-
stand it one has (o go further and e
that what makes man.produced objects —
and above all Inbour power— nto a com-
modity is precisely competition  between
producing units that has advanced to the
point where each i%x compelled to con-
tinwally rationalise and réarrange its in-
ternal productive processes so as 1o relate
them to the productive process of the
others,

Mow if one examines why, sy, the com-
petition between Rome and Carhage wasg
not capiislist, the reason is not just the
tautological one that 1t was not based upon
‘commodity produchon”’, but rather that the
labour processes which the citizens (and
slaves) of Rome were engaged in were not
being continually transformed and rational-
ised 5o as ‘to keep pace with such chanpes
in Carthage and vice-versa, The ‘social
refation’ between the Roman and the
Carthaginian citizen established by the
competitton  did not continually  intrude
upon the actual act of production in this
way.

On the other hand. one is now able to see
why, and in whal sense, prodoction where
commaodifies as defined by commuon-sense
fond Mandel) do mol exist can be ‘com-
modity production’. In monopolies  both
the goods produced at each stape in the
production process and the labour power
emploved arc ‘commuoditics’ because in the
long run the internal organization of the
labour process —ie, the number of poods
produced, the exchange relations between
different goods, the percentage of the total
social labaur time emploved in producing
them, the price paid for labour power
is detetmined by its relationship to pro-
duction taking rlace in society outside the
monopoly, Similacly, with arms production
for the government; because there exist
complex and unplanned relationships be-
tween the process of armms  production
(albeit ot ones arising from competition
between commeditics on the free market)
and the production processes for other
goods in society, commodity production
can be considered to take place. In bath
cazes, the ‘law of walue’— the complere
determination of production by its un-
planned markel relation to production tak-
g place elsewhere, is negated in o vertan
sense. But at the same time, it alone pro-
vides a necessary basis for understanding
how the production process is in facl
regulated, An object falling freely through
the atmosphere ceriainly does mot fall at
32 feet per second per second: but 1o

understand how it falls one has o begin
from the law of gravity:

In an advanced capitalist sociely most pri-
duction {5 nut pure commadity production:
it one o bepin to wnderstand s
dynamic throegh the law of value, There
i5 4 pertial negation of the Juw of value,
but on the basis of the aw of value flself.

The Stalivist States

The argument about the nature of captal-
ism in general is 3 Tecessary prepatation
for the discussion about Russia and the
ather  Stalimist states, For Mandel it is
settled in advonce that these cannotl be
capitalist states of any sorl bevause a pro-
ducing bmt is, 85 argued previously, only
capitelist when 18 products ‘Bave tw be
sobd on the market’, "It s absurd 1o assume
that capitalist production was somehow re-
introduced because of Ycompetition on the
world merket™ (ie, that the tail of | per
cent of ouwtput imported from and exported
to  the advanced capitalist countries s
wagping the dog of the Russian cconomy).”
Mande! does not, however, stop at this
point. He feels the need 1o po on and argue
his cuse in more depth, Rather than ke
time o poant o some of the limitations of
his  argument here —for  instance,  the
crude empiricism implicd in & mere quan-
titative estimation of the role of forcign
trade, without any examination of whether
&t cerlam  poinis  the gualitative signifi-
wnee of commoeditiés obtaiped *by foreign
trade might have been much greater than
I per cent 1% (after all, Mapdoft has argued
persuasively that the verv: low proportion
of US trade with the third world s of
central imporiance to the 1S ecanomy)
merils some af the absurd conclusions that
must follow (which if Mandel does not
accept, other "Trdskyists® do), that Cuba,
say, with the major portion of its produc-
tive rtesources devoted im the next five-
year period, as in the last one, to attempi-
ing o produce i million tons of sugar &
year to sell on the world market in com-
petition with other sugar producers, is
engaged in commodity production and is |
therefore capitalist, while Ruossia 15 pot —
wie will analyse his arguments further.

Mol only is it not true, arpues- Mandel,
thut there is commodity production n
KRussiz, neither is there an urge 1o ac-
cumitkaie capital. "As we have sad above,
It 15 simply oot true that all ruling layers
in hisiory have had an urge o pump more
and more surplus  product out of  their
producers, And 1L is even less frue that
they all have an arge 1o “accumulite
capital”, This *urge” is typical only for
the capitalist class under the concrete con-
ditions of the capltalist 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 15 mod 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. 8o it is under mo ecopomic com-
puision o maximise cutpsr and under even
less econoemic compultion to oplimise re-
source allomtion’ (Mandel's emphasis),
One can only thank Mandel for puiting
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 cipital, Russia is not
by Mandels definition capitalist, and there-
fore the Soviet bureaucracy is under 'no
economic compulsion 1o maximise output
<« and o optimise 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
1o doing so0. We do not, however, intend
0. For Mandel himself saves us the
cffort. Only one sentence laler he writes
that ‘the inner logic of a planncd economy
calls for maximising oulput and optimising
deployment of resources' and a paragra

later " that the ‘Soviet economy  needed
urgenily to grow from extensive o in-

tepsive industrialisation, with much more
calculated use of resources than before’
But Mandel himself has just arpued that
there can be no such ‘inner logic’, no such
need 'urgently to grow from extensive into
intensive industrialisation’, or as he put it
earlief no ‘urge to accumulate’ in a non-
capitalist society, In a non-capitalist society
the consumption needs of the ruling class
determine the dyramic of production, A
‘plan’ is* merely the organisation of pro-
duction to fulfil these needs. A “plan’ has no
‘tnner logic' to accumulate, The ruling class
(or bureaucracy) may wanl lo accumulate
and plan accordingly — or it may not and
plan otherwise,

Reilying the Plan
In 1alking of the ‘need” of the plan lo
accumulate, Mande] is making precisely the
mistake that Marx castigates again and
again of aséribing human properties o
things, of accepting reified appearances, of
worshipping  the commaodity  fetish, The
only ‘need” plans in general ave is ﬂ_mt of
ensiring a proportionate division of inpue
lo produce the desired oulpuls — people
— whether  consciously of  unconsciously
through their wnplanned interaction — nol
‘plans’ determine whether this output should
be large or small, and for that manter
whethier it be the mesult of an ‘optimal
utilisation of resources’ or otherwise, Rosa
Luxemburg, at least, was very clear that
one sort of ‘plan’ would be subject 10 no
such reified pressures: ‘The aim of social-
ism s not accumulation but the satisfac-
ton of humanity’s wants by developing the
productive resources of the entire globe™ 13
But why does Mandel, who has corainly
read Marx's sirictures apainst reification
and fetishism, so readily firi into this trap
himself? The reason is net difficult 1o find.
Clearly something other than the ‘consump-
tion needs of the bureaucracy” 14 iz hehind
the forced development of the economy. It
was obviously not the privileges of the
bureaucracy that determined the need for
hondreds of millions of tons of iron and
stecel in the thirties and forties. Nor was it
these that produced the collectivisation of
agriculture 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
populanion. The bureaucracy itzell imple-
mented the plans (there were no long térm
lans before [928-9) vwet according to
R‘landﬂ it was only motivated in s
‘economic management’, by its ‘consump-
tion desires’. Therefore, something else has
lo be responsible for all the rest. Given
Mandel's premises it must have been the
plan. (What an argument for ‘planning’,
that ils ‘logic’ enitails subordination of
consumption (o accumulation!)
In real life something other than the ‘con-
sumplion desires of the hu:e.aumq,-' did
determine the dynamic of economic de-
velopment in Russia, something that makes
possible the ‘reification’ of the plan. There
can be a ‘tug of war® between the plan
and the desires of individual bureaucrats
precisely because the plan is determined by
something oulside jtself other than these
desires {(and not by some metaphysical
'logic of the planned economy”).

There is only one thing this something
else, in contradiction 1o the desires of jn-
dividual bureaucrals, can be: the PrCssUres
of rival ruling classes ouside Russia. It
is these that contingally determine the

ce 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 . . . al home and abroad . . .
compels us to adopt a rapid rate of

growth  of our industry’ (Stalin,
18.11.29).1a
Or apain:

“To slacken the pace of industrialisa-
tion would mean o lag behind; those
who lag behind are beaten, . . . We
are fifty years behind the advanced
countries. We must make pood this
lag in 10 years. Either we do it or
they crush us’'1n

It was this- continual pressure from world
capitalism 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’ that produced an accumulation of
means of production devoied to further
accumulating means of production. Only
on such o basis was it possible for the
bureaucracy {once its interests had made it
abandon a perspective of revalution
abroad) to develop the material base 1o
defend its control ever Russian society
from the intrusions of foreign ruling
classes. And, it i5 worth adding, this is
still what determines both the structure of
the plan and the degree of fulfillment of
its different sectors. ..ﬂug,airr_ the Russian
bureaucrats are more aware of this than
the "Marxist® Mandei;
‘Owing to the international sittation it
has not been possible to alocate as
many resources as intended 1o ggri-
cultural invesiment and whilst the 1969
figure exceeds that for 1968 it is below
that envisaped 1n Directives for 1966-
i AR
It is worth adding that Mandel is gquite
prepared to concede the importance of
‘continued expansion of arms produection’
due to competition with the non-caprlalist
cconomy in the Soviet Union® in determin-
ing economi¢ development in the West,
Bul apparently. this ‘competition’ does not
piay the zame role in relation to Russia,
If, on the other hand, this competition
does determine the whole development of
the Russian economy, then the anarchic
and unplanned relations between the pro-
ducts u[rtheir 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 which Russian works
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 mun, so
will the Epnc.e 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-
versa, Accumulation in the West will foree
accumulation in Russia (and ARAIN, Vice-
verfa). In other words, a total system of
reified rclations is set up in which the
anarchic and wnplanned interaction of the
products of labour determines the labour
I:_'\TCI'CESS, in which dead labour dominates
living labour, in which EVETY concrete act
of labour is related 1o absiract labour -on
4 world scale —in which although there
may be many partial negations of the law
of value these are on the basiz of the law
of value,

Encroachment and Trunsformation

Of course, it is ‘methodulegically wrong 1o
aszume a mechamcsl and awmtomatic iden-
tity between the Fact of a country hemg
submitted to “encroachmenis™ of foreign
capital and the fact of the country breoms
mg capitalist. Only when these encrpach-
ments change the internal mode of produc-
tion do they lead to the introduction (or
reintroduction) of capitalism’. In this at
least we wholeheartedly apres with Mandel,
That is why Russia in the I0 years after
1917, ahhough continually threatened by
foreign capitalism, was not itself capialist.
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, It is clear (both from oid
sources like Chif's Russia and newer ones
like the most recent volume of E H Carr)
that the differing levels of real wages, the
consumption level of the peasants, the r a-
tive sizes of heavy and light industry, wore
until 1928 the result of differing pressuies
of different social groups aon state,
There was growth, but po 'urge o accumu-
late’. Until 1924 not economic and military
competition with the West, bui 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
accept the programme of competing with
the West. Hather, it tried to ignore the
power of world capitalism n a quile
utopian fashion (as Mandel, incidenually,
still does),

Bui it 15 also the case that in [92E realiy
did overtake the bureavcracy and force it
to industrizlise. In doing so it did bring
zboui changes that sre on such a scale
Quantitatively and gualitatively a2s to bear
description as a ‘change in the mode of
production”. Firstly, pressures of world
capitalism led to & rapid change in the
mode of production in agriculiure on an
unnrecedented scale. Tens of mallions of
individual peasant farms were collectivised.
The Stalinist bureascracy brought more of
the economy into state ownership than (he
great October revolution had. This was
necessitated not by the arbitrary ‘desires’
of the bureaucracy, stll fess by the oo
of the plan’ but by the pressures to bulld
up heavy indusiry on a scale that coila

i

not be sustained without a forcible pinip.
ing of surplus a.ﬁy‘icu!lumj produce out of
the countryside.!

Secondly, in industry there was al

change in the mode of production,
matier of months changes were o
through that were 1o endure for decui.
wages were cut, the rate of oducticn
speeded wp, piecework  int ced,  the
ciementary rights of workers to del=
themselves done away with, the indoon
dence of the trade vnions abolished. (==
labour camps expanded on a massive - o
These mensures were all symplomatic of |
change in the whole mode of operation ~f
the economy. Building up of heavy in-
dusiry in compelition with the West wo,
on the basis of such measures. Tt was Fot
which brought them about. In other wo.
production and the conditions of ke
tion were no longer determined by ©»
needs of people, ie, by the ctioi. of
use values, but the ‘needs’ of compe -
tion, the production of ex .

=

In other words, through the iation
arms production, the a ion of resousices
between  consumption and  accumulation,

between living and dead labour, was de-
termined by {and in tum determined) o
allocation operating outside of the Russ n
economy, in the capitalist world, A lep
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from ‘freedom 1o necessity' had been im-
posed

There is no way of rationally understarfd-
ng the dynumic of development of Russia
cititer in the thirties or ln:ﬂly if one denies
I a change in the mode of production
was farced through by the burezucracy
when it decided to defend jrself against
cipitalism by imitating capitalism. COnlv
this can make sense of Mandel's own talk
of a ‘logic’ to the plan that is diferent
from the desires of individual bureauerats.
But this does not mean that acceptance
af this logic of compctition with the West
was either ‘mechanical’ or automatic — it
was in fact resisted in 19289 both by 2
substantial section of the buresucracy
around Bukharin, and by a section of the
left opposition whao, despite ambiguities,
wanted 1o defend Russin sgainst capital-
ism by revolutionary means, not I:?» an
interna! imitation of capimlist explotia-
tion. But it is = matter of fact, unfortu-
nately or otherwise, that these Jost out in
the struggle and that the Stalinist trans-
formanon of the economy took plzce.
It is wonth adding here that with the de-
velopment of the newer Stalinist-type
regimes, it is no longer merely competi-
tiom with private capitalist states that m-
poscs its laws upon them, It i alig the
needs  of competiton  with  other  stute
capitalist pnes (eg with oneniation of the
Russian economy to defence against China
and vice-versa), Nor is it only or neces
sarily miitary competition. The general
crisis confronting the Crechoslovak regime
from the mid-i90's on arose from an in-
ability to sell the produce of jig sCunomy
on the world mnrfet (including to other
Stalinist regimes)— that is, from a classi-
cal inabulity Jor the state capitalist bureavc-
macy o realise its surplus value,

The amalysis of modern capitalism
Mandel’s criticism of Kidron's analysis of
modern capialism can be more quickly
dealt wiln thin the analysis of the Stalinist
states, because the issues involved are less
profound. Mandel bepins by apparently
quoling Kidron's view of Marx's model of
capitalism ard of why it shonid mean that
there is a ‘tendency for labour power to
decline in absolute ferms under capitalism;
that “"coms become progressively  less
profiak <, and shorter; slumps more last-
ing and scvere™'. Incidentally, Mandel
claims that Kidron 'will have a hard time
finding any evidence in Marx's Capital’ for
these as,amptions. One can only suggest
that Mandel refers to pp 630-635 of Capieal
tvol 1). Thus M:mdclpqm}tt: Kidron:
‘The madel is a closed system, in which
all outpul flows back as inputs in the
form of invesiment goods or of wage
E’m" There are no leaks.
et in principle a leak could insulate
the compuision 1o grow from its most
important consequences, . . . If “capi-
tal :'ntmrive"ldpod: were drawn off,
the rse would be slower and — de
pending on the volume and COmposi-
tior of the lezk — could even stop or
be reversed. In such a ease 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 3 closcd
systemn in practice. Wars and slumps
have destroyed vast quantities of out-
fui. Capital exports have du;_erln:llind
rozen o tities for long
stretches of ﬁmtqum
A lot since World War I1, filtered out
in the production of arms. Each of
these leaks has acted (o slow the rise
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in the overall vrgamic composition of
capital and the fali in the rate of
profil’

According 1o Mandel what is involved n
this Bccount is ‘n vulga; theory of over-
produciion, uccording fo which 1t s a ghat
of phvsical goods which ie ut the basis of
all capitalism’s ¢vil', which depends for iis
plaugibility on 'a truly remarkable cop.
fusion beiween use-values and exchange-
values . . . worthv of inclusion in & text-
book simply to show what a lack of under-
standing of the dual natere of the com-
modity necessarily leads 107,
What is amazing is that Mandel feels eap-
able of writing this criticism down without
mentioning what i3 central to Kidron's
stress on leaks: their affect on the organic
compasition of capital and the mte of
profit. Kidron never once refers to an
‘overproduction’ of either fise values ar
exchanpe values in the passape reformed (o,
unlike Mandel who carfier writes that ‘un.
predictable developments under capitalism
arise from an everproduction of exchange-
values . . . (which mosi of the time are
caused by .., an increase in the produce
tien of use-values) ™ The ‘rise’ Kidron is
concerned with 1% o rise in the organic
composition of capited {Mandel Judicicuesiy
omils one senfence from Kidron making
this clear in lus Jlang guolations, 5o the
reader might well not be aware of this).
Further, his ‘closed model s precisely a
model of the circwlanion of exchange
values: given that all value prodiced 15
iransformed  either into consumer goods
or apital goods, and that the value of
labour power does not rise, then there will
an overproduction of values than can
only  be disposed “of zither by &n over-
produclion of consumer goods, leading to
& crisis, or an increase in ratio of constant
capital 1o variable capiinl in new invest
ment (leading o a fall in the mte of profit,
to lest invesiment and therefore to CHisig);
the only alternative is for (here o be a
leak whereby vaiues can be drawn from
the system. At no point in this argument
can _there be, given ity very form, the con-
fusion of ‘use-values’ and ‘exchange-values®
invented by Mundel.

it = only because he ignores the actual
model presented by Kidron, that Mandel
i then able to pretend that "Jenks” from
the svstem which occur through war, for-
cign investment, slumps, etc. involve the
physical destruction of goods, For instance,
Kidron's whole point is that wars cayse
postibilities of growth for the system by
destroying value that would otherwise have
to be transformed into constant capital.
This ceriainly 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 arguing
in this way it iz actually Mandel, not Kid.
ron, who confuses capital as accumulated
vilue (the Marxian definition) with a Eiven
accumulation of particular use values, {10
destroy capital . | , they must destroy jn-
dustrial equipment io o larger degree than
is newly built'y*" Similarly, Kidromn's whole
point is not that slumps troy goods, but
that they resull in 8 devahmtion of Eoods,
ie, value g5 destroved or “leaks” from the
closed system, 20 as (o permit new capital
investment al a lower arganic composilion
than would otherwise be the case,

One can put Kidron's arpument another
way. It deals with the circulation of value
in the system as a whole. For the indiv.
idual entreprensur if there are no leaks 1n
tus total system, there 13 an ever growing
abundance of capital available, This means
that the possibilities of expanding and
cheapening production always exist for the

individual, indeed, 1f he does nol seire
themn by wiilising 4 greater portion of con-
stant -c:zi_puat, then his competitors will, his
costs of production will be relatively oo
high, and he will be forced out of business.
Enlarged constant capital meaps an over-
all (threughowt the system) fall in the rate
of profit. But if there are [eaks whereby
value is taken out of the tota] system, the
upportunities for each individual capitalist
oblzining value to transform into consiant
capital will be less, and therefore the con-
strainis on each capitalist o expand his
meams of production will lessen. The im-
mediate pressures o 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 expansion based
upon a lower average organic composiiion
of capital. This will be true whatever the
form the value that leaks from the system
takes, providing its creation employs rela-
#vely more dead labour than  lving
tabour,

Miandels amlyvsiz of modem capitalismy

Mandel's own analysis of the nature of the
‘key dificulty Tacing monopoly capital’ is
thet this diffculty is not that of ‘disposing
of surplus goods’ ‘but the dificulty of dis-
posing of surplus capilal’, Here Mandel
makes the mistake he.accuses Kidron of,
of distinguishing ' capital and goods as
different use-valies, without secing  that
25 wvalaes they are equivalent (ie; 1l you
can ditposc of surplus goods profitably,
then you can dispose of surplus capital).

Mandsl goes on to distinguish between
the effect of ‘the economic fonction of
arms produclion” — "o provide additional

figlds for investment for surplus eapital’ —
and wny tedection “in the tendency of the
incrzase in the organic composition of
cenpital andfor the decline in the rate. of
profi’. But on the clissical Marxist model
precisely such a2 distinction is impossible,
because only if the mate of profit js pre-
vented from falling tou drmastically s any
lomg  term, siendy  growth of investment
possible. To pul it another wity; there arc
always opportunities for capital invest-
ment, arms expendifure or no arms ex-
penditire, but these are only seized if the
rate of profit s high enough.

Even more fascinating, however, is
Mandel's excuse for not trealing ‘in &
systematic way the problem of the sharp
rise in the rate of growth of the capitafist
economy after World War Two'. in his
book Marxist Ecomomic Theory. This is
apparently because most of it “was written
in the late fifties, ie, more than 10 vears
ago, when most postowar trends were not
yet clear’, This statement is nothing short
of preposterous. One dees not have o g0
back ta the carly post-war period, when
already in 1946 ‘and 1947 there was an
argument by Marxists such as Tony Cluf 20
against Mandel's views then that ‘there is
no reason to believe that we are facing a
new epoch of capitalist stabilisation and
development'. 2t Mistakes at that time were
quite matural, given the short duration of
peacelime  conditions  But by 1950 the
post-war expansion was already pronounced
tnough, despite many Marxist predictions,
for writers such as” Vance (in the MNew
Enternational) to be attempting theoretical
explznations of it. Folly five years before
Mandel began writing his book, CLff and
Kidron had substantisily developed (in
Socislist Review) explanations of 'post-war
irends' that five years Inter, according fo
Mandel ‘were not yet clear”.

Yel ewen stranger is Mandels analysis,
developed mince, of the reasons For this



post-war growih. 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
peried’, The argument, however, is simply
contradictory. ¢ moment these innova-
tions are responsible for the economic ex-
pansion: the next they were allowed 1o
accumulate for 30 yesrs because there was
no economic expansion. In that case, some-
thing other than the innovations musl be
responsible for their present employment
— otherwise why did they not cause ex-
panston in the thirties? Mandel seems as
incapable now as when he wrote his book
1} vears ago of identifying what this other
cause might be.

Permunent Revolution

At this paint we have dealt with Mandel's
argumenls of substance. Bul there are a
few others worth referring to. There is
the claim that the ‘working class has over-
thrown  capitalism . . _in  Yugoslavia,
China, Cuba. MNorth Vietnam and 15 doing
30 now in South Vietnam'. One wundelr:
when  the ‘working  cfass® actually did
‘overthrow capitalism’ in, say, Yugoslavia,
In F344-457 If so one wonders not just
how (through what institutions of mass
self-activity and struggle) and led by what
revelutionary party, but also why Marxisis
at the time did not notice this monumental
fact, For three years afterwards 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 tu Yuposfavia and Albania he him-
scll wrole that the Stalinists had con-
strucled ‘a mew bourgeois slale apparatus’ =2
And when someone argued otherwise, they
were not  merely wreng, but  carryving
through "a complete petly bourgeois revi-
sion of the Marxist-Leninist concept both
of the state apd of the proletarian revolu-
nun’-* Apain, one wonders when the over-
throw took place in North Vietnam., With
the establishment of the first Wietminh
government in 19457 Butl those who took
power then were deseribed without equive-
catton by Muandel's organisation as ‘the
Stalinists who themselves long ago aban-
doned the Communist banner of Lenin and
Trotsky, . . ' Far from what was taking
place in Hanoi being described as a social-
is1 revelution. Ho Chi Minh, like Soek-
charno, was sud 1o have been Clogically
brought to betray and sabotage the national
CIMEANCE pa L™ =

Mow, of course, Mandel can change his
mand  But one would like 1o hear his rea-
sons for duing so0. to see what evidence
there is of workers’ power in Yugoslavia
or Wietnam nfow that was not available
previsusly. It would also be interesting to
see Mandel justify his own claimed com-
mrtmicend o the theory of permanent revo-
futien in the light of the avowed policy of
ihe 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” revolutions, and  that 1o deny
this is to assert that ‘capitalism today is
stronger than it ¢ver was’ and ‘has ushered
1N new and sensational phase of develop-
ment of the productive forces, above all in
bachward countries” so thar ‘Trousky was

deadly wrong with his theory of permanent
revolution’. Such sccording to Mandel is
what Kidron does, and such is *Menshe-
||I.-1'5m'__'5

Perhaps Mandel reads different editions of
Trotsky to the rest of us The theory of
permanent revolution according to Trotsky
1 know asserts guite unequivocally that the
tasks of the bourgeois revolution in the
underdeveloped countries can  only be
sobved by the working class. led by a class-
conscions revolutionary party. It is not
‘Menshevism® to assert that as a maiter of
fact not only haz 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 lcadership
were not workers, nor was their theory that
of prolctarian 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 pationa) bourgesis revo-
lution. Ii is mere apologetics to pretend
that they have solved the problem of in-
dustrial develapment, The ‘cultural revi-
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 two years
ago with the setting up of the 'theee-in-
one’ revolulionary committees.) In Cuba,
despite desperate attempts to overcome the
dependence on the world marker by diversi-
fying agriculture, the road to development
15 now seen as lying through the produc-
tion of morne and more sugar to sell in
competition with other sellers on the world
market;, Finally, in Victnam, the Stalinist
leadership has twice already shown itself
incapable or unwilling to solve the mast
elementary of hourgeois national tasks —
that of national wnity — when QPPOTIn-
ties to do so were it hand (in 1945 and in
19543,

It is Mandel who is actually the modern
Menshevik, tailing behind a° petty bourg-
enlsic Irying to transform itself infe a state
capitalist class with varying deprees of
success in Yuposlavia, in Algeria, In Viet-
nam and in China, He does so, MOLEOver,
at a tme when in the largest of these, the
Shanghai gencral strike of January 197
and the emergence of groups like the Sheng
Wu Lien, has revealed new forces challeng-
g completely the pretentions of the
bureaucracy.

The theory of permanent revolution cpp-
mot be applied in our epoch without certain
important - modilications,™ Bul s maost
important conclusions— that the problems
of the backward countrics can only  be
solved by proletarian revolutions and even
then not withoul the revalulion spreading
— become more and more apposile as the
successes of the petty hourgenisie in a few
counines prove mereasingly  limited and
transitory. Bul it is us who draw (hese
conclusions, not Mandel

Finally. it is worth noting that in order o
try and justify himself Mandel pretends
complele ignorance of the Marxist posi-
tion on the pational question, 'All the
incansistencics  of  {he theary of “state
capitalism™ are reviealed quite nakedly” be-
Cause we are able to support ‘North Viel-
ram and the MNational Liberation Fronr,
even though we believe ther present lead-
ers are ‘the nucleus of a “burcaucratic

class™ that is‘going 1o exiract tomorrow
the last drop of surplusvalue from the

South Vieinamese 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 colomalism, al-
though its leaders “were the nucleus’ of an

African capitalist class, or the Cypniot
struggle led by the cleric Makarios and
the fascist Gnvas. In fact we found no
coniradiction whatsoever in giving whole-
hearted support to these strugpgles against
imperialism, without believing their lead-
ers 1o be socialisis; we have no such prob-
lems in the case of Vietnam either. ‘All
the inconsistencies of the theory’ we adhere
to must lie mn the fact that, unlike Mandel,
we hold that the fundamental problems
facing the populations of these couniries
cannot and will not be solved until these
struggles are led by a real, not a mg‘:ﬂit@t],
Wﬂfﬁi“ﬂ class with a revolutionary Marxist
party cemmitted 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
capifalism™ enmesh themselves'. Unfortu-
nately, all that he has dome js 1o show
himself as ignorant, hoth about these
theories and zbout quite fundamental gues-
tions in Marxism (such as the analysis of
the commodity, the relatic ship between
capitalist production and commaddily pro-
duction, and the relationship belween use
and exchange value); as self-contradictory
(over the guestions of the dyvnamic of the
Russian economy and of the unprecedented
expansion of capitalism in the post-war
period), and as dishonest (in making omis-
sioms when gquoting Kidron so as to dislort
his argument). 1 sy ‘unfortunsicly’ be.
cause it is only through serious and scien-
tific debate thal Marxist analysis can de-
velop. Mandel has made no contribution
to this in his pamphlet, '

Il E Mandel, The Fnconsistencies of Siafe

Capiialism, IMG, 45

Ibid p 2.

Which is not to say that the details 2re

beyond criticism.

Ibid p 13.

Lenin, ‘Woarks' (Russian) val XXV P

31, quoted in T CHfl, Russia: A Marsist

Analysis, London, nd, p 153,

R Hilferding,. Tas  Financhapial,

Vienna 1910, p 286.

Mandel, op ot p 4.

Capital, vol 1 p 71.

K Marx, Fondements de la Critigue de

Pecomomie politigue (French translation

of the Grundrisse), Paris 1967, n 169

10 Capital, 1, p 78,

11 K Marx. Fondements de Ja Critigue, op
cil p 147, g

12 In fact foreign trade has played 2
crucial role al certain points in the
history of Stalinist Russia—particularly
in the early thirties when Swmlin ex-
pected to be able fo buy foreign mach-
inery for indusirialisation. In order (o
pay for this he had to he able o sell
agricultural produce. But “the vielent
fall in the Wwrms of trade associated with
the world depression greatly  increased
the cost of imported machinery in ferms
of Saviet primary exports’ (M Kaser.
Comecon, London 1967, p 1% In order
te pay for the machinery, more primary
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produce had 1s be obtained from the
pezsaitey, hence increasing the  pres-
sures for collectivisalion,

Rosu Lusemburg. The Accumulation of
Capdial, Londan 193, p 467,

E Mandel, op cit p 14,

Quated in E H Carr and B W Davies,
Foundations of the Planned Economy
1926-29, London 1969, p 327,

5:5;;”“' quuled in Deuwtscher, Stalin, p

Finansy S8R 28/69,

For the ‘jrect relationship between
threats to ussiz from the West and
the decision. Lo build up heavy industry
see, for inswnce, E H Carr and B W
Davies, op cit p 295.

E Mandel, op cit ¢ 2.

Tbid p 5.

See, for example, Tony Chff, All that
glitters s pol gold, London 1247, In-
cidentally, at another point, Mandel
finds it possible to blame CHF for ‘not
foreseeing’ the need for reforms in
Russia in his writings of (he ‘fifties
such as “The MNature of Stalinist
Russia’. But that work was not written
in the 1950's at ali, but in the carly
months of 1943, And it certainly docs
point put the major contradiction that
the burcaucracy has attempted to solve
{unsuccessfully) since: ‘The historic
task of the bureavcracy is lo raise the
productivity of labour. In doing this
the bureaucracy enters into deep con-
tradictions, In order to raise the pro-
ductivity of labour above a certain
point, the standard of living of the
masses must rise, as workers who are
undernourished, badly housed and un-

educated, are not capable of good pro-
duction, . . | But workers, besides hav-
ing hands, have heads, The raising of

the standard of living of the masses
means to rajse their self-confidence, in-
crease their appetite, their impatience
at the lack of democratic rights and
persanal security and their impatience
with rhe bureaucracy that preserves
these burdens, On the other hand, not
te raise the standard of living of the
masses means to endanger the produc-
tivity of labour which i5 fatal for the
burcaucracy in its present international
relatiors, and sooner or later drive the
masses 10 revolts of despair.’
For a full description of the reasons
the reforms in Russia have not worked
one has only to add this, not Mandel's
‘tug of war’ ‘between the plan and the
bureaucrats administering the units of
production’ Letween ‘facio managers”
and the ‘plarners’, but (1) irha exigtence
of certain groups in the bureaucracy
with 2 vested interest in resisting
changes that would be beneficial to the
buresucracy as a whole—not  just
'planners’ as a group or ‘factory man-
agers’, but rather those associated with
the police apparatus and with certain
sorts of planning mechanisms together
with ‘actory managers' in heavy in-
dustry; (2) the continuing short-term
pressure of world capitalism that pre-
vents the allocation of resources to
agriculture and light indus needed
labour productivity is to raised
to 2 level competitive in the long term,
ted in Hallas, ‘Building  the
Leademship’, 1S 40.
mfn Unlon After the War, September
Ibid,
Resolutien of Fourth International, in
IVeme Imtermstionsle, 1946.
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Editorial in IVeme Intermationale, DDe-
cember 196, This same journal also
published an interesting description of
evenls in Saigon during 1945-6 in its
issug of September/QOctober 1947, Fin-
ally Mandel's organisation also pub-
lished a pamphlet by Ahn-Van and
Roussel, where they wrile that:
“The direction of the Vietminh profited
by its influence to block the revolution
and . . . to fulfil its counter-revelution-
ary role, That is why it decreed in
November 1945 the dissolution of the
CP. . .. That is why it forbade the
confiscation and division of the land,
satisfying itself with decreeing the tak-
ing of “collaborators’™ lands; that is
why it maintained and legalised the
usury sysiem, merely pleading for a
lowering  of  interest rates. . . . The
Stanlist direction sought a compromise
with French imperialism and struck at
the avant-guard: the Trotskyise leaders
Ta Thu Thau, Tran Van Trac and
nuemerous others were assassinated in
February 1946 so as to prepare the
way for the accords of March &'
It is not only Kidron who, according
te Mandei’s argument must thus be
"Menshevik”, but also such lifclong
revolutionaries as  the late MNatalia
ova Trotsky (see for instance her
letier breaking off relations with the
Fourth International in Socialist Re-
view 1950) and the late Alfred Rosmer,
Limmerwaldist, founder member of the
French CP and founder member of the
Fourth International.
For example, the programme of the
Vietminh  address itself to ‘Rich
People, soldiers, workers, intellectuals,
employers, traders, vouth, women, . . .7
Taoday, the worker content of the Viet-
namese Communist Party ‘is only 18.5
per cent and the higher the party eche-
the lower the worker stock' (Le
Duc Tho, quoted in Sunday Times,
7.9609). -
For attempts at this, sce T Cliff, 'De-
fiected Permanent Revolution® in 1S 12

?ﬂdrdn Harris. ‘Perspectives for the
i world' in IS Imternal Bulletin,
December 1969,



5.The Mystifications of State Capitalism

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

In his attempt ta answer our criticisms of the theory of “state capital-
kem''(1] 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 mation®
which guide Russian “'state capitalism’’ as different 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 ahsence of victorious world revolution,
2t a result of “pressure from the world market”, or whether it can be
svoided (and if so, how). He does not answer the question whether
thera is an inevitable period of wansition 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
aganda or is for tha time belng only & 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 sbout “'national liberation movements led by the
petty-bourgeocisie —presumably unrelated o 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 & country like Ceylon or not, and we are latt with
the preposterous proposition 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.

Havingeleft out all the key questions, the only thing Harman can do
is 1o make numerous debating points, mostly without any interest.2!
He skulks around, throwing a few pebbles into the pond. This is then
called “serious and scientific debate'' which we are supposad 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 thearetical presumption, you are forced not only to make
incomrect 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 obscure
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
system's nature. That concession alresdy deals a death blow to Kidron's
contention 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 capltalism which hinges on the assumption that there can be
* capitalism “ in a country like the USSH where obviously there is not
generalised commodity production, has to try and take back his conces-
sion &3 so0on as he made it. He therefore finds a way out by accusing
us of  leaving the concept of ‘commodity” as unproblematic ™, of not
taking up ** a point ceftral to Marx's whole analysis of commodity
production...... that the commodity cannot be taken at face value.”13
In our naivety we thought that the mysteries of commodity
production had all been revesled in Das Kapital. In particular we quoted
as explaining that {st the beginning of The Inconsistancies of
Stefe Capitalizm), " objects of use only bacome commodities because
e e

mgg_lggumm}__ of private labour, carried on indepepdently from each
gther.” But ffils, you see, Teaves the concepi - unproblematic™. Harman
will teach us some deeper, *"below the surface™, truths about commeodi-
ties. But what we get is 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,
50 to speak, in the following passage:

Yes, capitalism is, 2x Mandel argues, compatition on the basis of
commedity production. But to fully understand it one has to go
further (?) and sse that what makes man-produced objects—and
above all labour power—into a commodity, is precisely competition
between producing units that has advanced to the point where sach
is compelled to continually rationalise and rearrange its internal
productive processes so as to relate them to the productive process
of the others.”l4)

Mow, that is ot what Marx says in part IV of Chapter | of Das Kapital
{the famous passage on “commodity fetishist''). He says clearly that
“the fetish character of the commodity” results fr “specific social

racter of labour which produces,commodities.” He precises that Use
valu ome commodities only becad products of private
labour carried out independently from each other. And he goes on 1o
make his point erystal clear. In a society divided by division of labour,
but in which mutual dependence of individuals—i.e, the social character
of labour—continues to 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 gommpn (collective or cooperative—Marx usas the word
“gemeinschaftliche™) pr%uf the means of production, labour is
immgdiately social,_i.e. it 15 thecommunity (GF 11s leaders, e.g. the elders
in certain tribal communities} which consciously allots resourcesto
different branches of production. On the contrary, in a society in which
there is private property, social lebour 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 to which they
succeed in selling thejr commodities. Commodity fetishism consists in
this, that relations between things, commadities, hide and cbscure a
specific relation between men, resulting from the fragmentation of
social fabour into private-labours carried on independently from ssch
other, i.e. resulting from private property.

Mow we can re-read this whole sub-chapter of Marx's on commodity
fetishism from A to Z, not once will we find a mention of the mystify-
ing férmula 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 rationaliss
and rearrange its internal productive processss 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 commaodity is of course
the fact that he knew guite well that commodity production had been
going on for thousands of years before capitalism blossomed as a
separate mode of production—and that only under that separate mode
of production does commadity production lead to “competition
between producing units...compelled to continually rationalise and
rearrange its internal productive processes”. Mediseval handicraftsmen
were commodity producers, but their “productive processes”™ were not
“eantinually rationalisad and rearrenged”; they remained very stable
for long periods, sometimes several centuries,

Harman's mystification begins by defining the commaodity by its end
result, capitalist competition, instead of defining capitalist competition
as a result of generalised commeodity 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, quw_tpr arx, COm-
modity production is essentiall§ Wm “private
labours carried o in eothy Trom gac o’

pulsion to continually
tive processes 50 a5 [o redare (sic) them 1o the productive process of the
athers” from its social basis and economic purpose, deny that compati
tion born from commodity production is always in the last instance
campetitien for selling commodities 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 itself against imperialist armaments, or 10 relate, in
some way o 1o some extent, its output to that of the outside warld,

is "proaf’ of the existence of ..capitalisn. A very nice way of "deepen-
ing” Marx's analysis indead.

Second Mystification: "“Reification of the Plan™

Mo wonder that Harman, not having understood the relation of commg-
dity production to privare labour, cannot understand what planaing
really means in relation 1o social labour, and accuses us of “reifying the
plan™. For, according to him, in Russa

“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
warld scale—in which, although there may be many partial {1} nega-
tians of the law of value, these are an the basis of the law of valus. (5!

Again we are faced with a breathtaking revelation, completely unproved
and completely mystifying. Why does arms production competition with
the West “determine the whole development af the Russian economy ' 7
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 siowing down the increase in the standard of living of
the workers, or the rate of economic growth, that it would prevent the
puilding of a fully developed socialist society [obviously the impossibi-
tity of ““socialism in ane country’’ is related to the class struggle going
an on a world scale, and the attempt of the world bourgeoisie to rein-
troduce capitalism into the USSRA). But by this, one has not yet proved
that, as there is not yet socialism, there has to be capitalism "'in which
every concrete act of (Soviet) labour is related to abstract labour on 3
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
waiges are determined by “‘competition’’ with, say, USA or British (or
should one say: Indian?) wages; that investrment flows from one branch
1o 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 cannat prove anything of the sort, then the whale
talk about “every concrete act of Soviet labour’ being related to
“abstract labour on a world scale” and “anarchic and unplanned inter-
action of the products of labour™ determining Soviet labour processes
{all because Soviet Russia had to 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-
tianate 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” 18

says Harman. He does not seem to notice that exactly one sentence
after having castigated us for “ascribing human properties to 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 riddie 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 level. But that is of course a gross over-
simplification, and a distortion of Marxism. For Marx, production rela-

tions are a/f relations between producers which are lndis_pﬂgbie for
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rQWEHIM“ at a given level of development
of productive man 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, machinges gaing to where
they are needed (inchusive to raw material producing unitsh, material
resources being constantly shifted from one place to anather.
Under capitalism, the “law of value™ governs the ifis. All pro-
ducer goods are mmmdim&ducing unMeTRACTE L0 INCTEases or
decreases of sales of their commodities on the market, o increases or
decreases 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 info private labours as
result of the private property of the means of production.

Once these means of production are collectively owned, however,
they zre no mare commedities. They are not sold and bought on the
market. The "law of value” ceases to govern their allocation and reallp-
cation between different producing units, "Competition™ betwesn
"ecommodities” or “'capitals’’ has ceased to be the basic force to regulate
imdestment, And then the only other means to assert the social nature of
human labour is planning.

In other words; conscious economic “planning™, far from being “rec
fied appearances™ or “a thing”, is a KM%WM
tian resulting from the suppression of the privare 2 T
of praduction and the heginning of the withering away af commodity
praoduction, through which labour perfarmed in collectively owned
factaries is recognised as immediately social labour. 81 And this essential
part of the conguest of the socialist October revelution not only should
Aot be eliminated from the Soviet economy by the coming political
revolution against the bureaucracy, but it should be consolidated,
strengthened and generalised: for there is no other zlternative to the
rule of the “law of value”. Even those who call the coming revaluti
in the USSH a “‘sacial” one should recognise this,

Mow, when we wrote that “'the inner logic of a planned economy
calls for maximising output and optimising deployment ot resources
Hasman shouts Triumphantly; “A ‘plan’ has no inner fogic o accumu:
lare” {p. 38, We beg his pardon; the word "accumulate” (especially:
accumulate capital) has been surreptitiously introduced by himself. e
didn’t speak about an “inner logic to accumulate”. We spoke about “'the
inner lagic of a planned economy tor ma ximising output and optimising
deployment of resources’. What does that mean, in the light of what we
just stated about the nature of planning as 2 specific set of production
relations arising aut of the suppression of private property of the means
of production by a socialist revolution? Obvigusly, that when means
of production have stopped heing commodities, but when there s still 2
searcity of consumer goods, and therefore 8 need 10 ensure rapid econg-
mic growth, the fnterest of the praducers [i.e. their inclination 10 “‘min-

‘;-nse" inputs of labour and “maximisa™ their standard of living) calls for
such an optimal deployment of resources. The tarther this will be from
realisation, the greater will be the workioad for the producers, and the
smalier thair consumption. This ruls, which would even be true on 3
warld scale (after the victory of the world revolution)—as long as we
are in a period of transition, as pro&lems af industrialisation and increas:
ing per capita autput are still very urgently with us; as saturation ot
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 imposas the supplementary constraint of
military self defence against imperialist threats {the main constrainl
ramains that of overcoming hackwardness, i.e. the low standard of
living and of culture of the mass of the producers).

W stress again that we are talking of “mgximising output” and at
“pptimising deployment of resources”. We are not talking of “accumu
lation of capital”’, o even of 'maximising investment’’. We tred o
prove that excessive investment |like that practised under the two first
Five-¥ear Plans) does aor lead 1o maximum output and optimum
deployment of resourcest® . That is one of the aspects where the bureau
cratic managemnent of thi economy comes into contlict with the “inner
logic of planning” li.e. the production relations born from the October
ravalution] —and by na means the only one. We think that in the long
run®, the centlict isdrreconcilable. Either the workers will consolidate
and harmonise planning by eliminating bureaucratic mismanagement,
ot the “consumer interest” of the bureaucratic managers of the econo-
mic.will destroy planning and reintroduce private property. These, like
soveral other basic contradictions of the Soviet economy, are incompre-
hensible in the light of the theory that some form of “capitalism’’ exist

in the USSR, They can only be understood in the light of the theory
T —




which sees the Soviet economy and society 3s a society of transition dpfined, demonstrated or pven proved 1o exist with 5o much as a singie

betwesn capitalism and socialism. And in the light of the same theory it word. 1T will be hard for Harman to prove that the machine Tools of the
15 _'-‘u"rtlent that Harman's identification of “maximisation of output™ factories of Magnitogorsk, that the equipment of the Dnjepostroy, or
with “capital accumulation’ —of use values with exchange values—is the lathes of the automobile works of Moscow suddenly became com
exactly the same “theoretical” mystifying sleight-of-hand which Kidron modities, only because the workers who produced them recewed lower
was guilty of, and which we revealed in The lnconsistencies of State wages, of because their “conditions of labaur' were no more determined
Capitalism. by their needs. And as long as you don't have commaodities, you have no

But aren't the Soviet workers exploited by the bureaucrats, Harman exchange values.

thunders on? Doesn’t Mandel “forget” the wage labour/capital relation- But the mystification goes much deeper, Harman presents things as if

ship {which he is accused of “forgetting’ even in his definition of capi- industriglisation sprang up because of “pressures of roval classes™ (pre

talism )12} ? We doa't “forget” anything; we just tried to expldin the sumably the international bourgeoisie} outsde Flusﬁ_id. He should admat ‘

specific nature of the rerationship between labour and capital, as against that a point could be made about this pressure coming sbove LI

all other forms of “exploitation”. insige Russian society {kulaks and Nepmen). In fact, hadn't Trotsky anc

the Left Opposition foreseen years before 1927 that as a result of the

*  MEP (e, of the reintroduction of wide-scale petty commaedity produc
tion} there would be a process of primitive accumulation of private

= capital whichavould cut across the needs for developing state mdustry,
and that this would lead to a sharpening of the class struggle which
would express itseif 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 192787

Froducers have been exploited in all societies since the beginning of
disintegration of primitive communism {(even in the “society of fransi-
tion”' between 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 specrfic under capitalism is not simply that part of the
product of labour 15 appropriated by other classes or lavers of society,

& 35 part of the social surplus produced by the Soviet workers is, for sure, Thar this “internal pressure’ {more correctly: sharpening of the classe

" appropriated by the bureavcracy. What is specific of capitalism is that struggle and polarisation of class forces) in Russia was linked to “exter
exploitation takes the form of labour power becoming a commoddity, nal pressure’”, neither Trotsky nor any Trotsk vist would deny, Let us
which is besng bought by the owners of the means of production, and leave aside the question which of them was basic, and which was—at thart
whose prige is determined by the laws of supply and demand on the moment=suboardinate. |sn't it clear, however, That accelerated industria
“labour market’”, and the fluctuations of the reserve army of labour hizztron and siphoning of f of part of the agrarian surplus product to
Hawing sold their labour power to the owners of the means of produc- further industrialisation were also {al in the nterests of the working
tion, the producers have to abandon the property of the products of class; (b} in the “logic of the plan’’ [i.e. of the new production relations
their Igbour to that very same class which monopalises the means of created by the October revolution)) (e} indispensable to thwart the
production. This class thus appropriates the surplus value contained in tendency lowards restoration of capitalism which would come about as
the progucts of labour, realises that surplus value by selling the com a result of strengthened primitive private capital accumulation in Soviet
modities, and transfarms it into additional property, additional capital, society trying to link up with the capitalist world market? Wasn't it

More of these processes are at the basis of the “explaitation” of prfc'“"";m“k"'hw the Left Opposition who were clamouring for I
Soviet labour, |fanything, wages have gone down not when unemploy -I:OFE ::p SCA, ore panring, ot mdl.ll-‘t_ﬂaljﬂt:::n, HElOre 1.923? -
ment went up, but when it disappeared, And since the Second World Were they perhaps the spokesmen of “'state capitalism”, or expressing
J the “'pressures of rival ruling classes abroad” by doing so?

War, they have gone up in the most rapid way, when frictional unem-

ployment reappeared, in the ‘B0s, and after Krushehev's fall, in the By differentiating “growth” before 1928 and “urge to accumulate”

middle ‘60s: they are, in cther words, unrelated to any “'fluctuations on after 1928, Harman commits a double mystitication. Before 1928

i labonr mack et growth was too slow for fulfilling the needs of the peaple li.e. the
workers and poor peasants), After 1928, there was no "urge 1o accumu-

The largest part of the sn.cial surplus prcu.:luc'l i the USSA does not late™ (Harmag hasn't proved the transformation of means of production
consist of surplisvalue [whidh oSt BeTealised through the sale of into commaodities, exchange Values, capital, after 1928) but a2 speed-up
commodities), but in additional machinery af‘d%- HeTx of growth (industrialisation) under specific forms. But without a speed.
-I_Jls-e--.-atue:s. It .s“preclsel'.r lation ™, SH, is up of industrialisation, not only could the needs crﬂ the people not have

accumulation” of use-values and not of capital. that the bureaucracy is been satisfied, but the transformarion of the mesnsof.production inte
= N noway @ necessary agent for econemic growth-which could perfectly commodities, capital, i.e. the restoration of capital w&ﬂld have b Ilrl
have been realised, since 1927 till thisvery day, by the “associated unavoidable. So the “'state capitalists’ sleight-of-hand h .
producers’’, within the framework of a planned economy. And for the again in a striking way. What was in reality an em iricalm':-na:::c A
very same reason it s preferable not 1o speak about Texplotation’ of uncalculzted and hart:u;rm:! attemiot t i mﬂ s Bk
the Saviet workers in the scientific sense of the term, but tc state that R TR L Pt iop E""'"_f e reittroduction of
i ] ; L ; capitalizm into Russia, 1o prevent the absarption of Russia by the
BUCFACY appropriates in a parasitic and pilfering way an impaor capitalist world market and the "law of value”, i
tant part of the consumer goods product produced by the Soviet A S p iéalismi of value"”, is presented as a suc- -
working class. Socal parasitism is not the same as explodation; and the ot
medizeval robber barons were not a class “exploiting” the merchants Of course industrialisation and collectivisation of agricuiture wers
which they regularly plundered, as long as they had the fhical pywer ir!ltroducad under such & form and under such leadersfip that the imme-
1o do sg 11 diste and long-term interests of the Soviet proletariat were deeply
. harmed. They were introduced under the leadership and to protect the

Third Mystification: The Industrialisation Process in the USSH interests of a specific social layer of Soviet society, the Soviet bureau-

cracy, which during this peried crystallised into a hardened caste,
{tncidentally, when Harman dismisses the ""desires of the bureaucracy’
45 a motive force for the way the change occurred, he mystifies and

Harman argues that, if we were right in saying that the consumer needs
= of the bureaucracy do not provide any socio-economic mechanism for

PRI Kl RO SCOROTVC ROV, Uy is QD copt onevie e reifies social relations: how can the “pressure of world capitalism”
plained by the “pressures of rival ruling classes outside Russia™, to changes inside Soviet society unre1zted to the interest:;nd y:;.mt:d
5 “Pressures of world capstalism led to a rapid change in the mode of of specific layers of that society?} The specific form of Soviet industria= 5
production in agriculture on an unprecedented scale... This was lisation resulted from a political and social defeat of the working class
necessitated not by the arbitrary ‘desires’ of the bureaucraey, still from the hands of the Soviet bureaucracy. But that industrialisation .
less by the Togic of the plan’, but by pressures to build up heavy itself meant also a political and social defeat of @pitaf®n (as well
industry on a scale that could not be sustained without forcible Aussian capital, or semi-capitalist primitive capital accumulation, as
pumping of surplus agricultural produce out of the countryside... international capitalism) from the hands of the bureaucratically
Secondly, in industry there was also a change in the mode of produc- deformed workers state. It is because they are unable to understand this
tion... Building up of heavy industry in competition with the West specific and unforeseen combination of social and economic conflicts in
was on the basis of such measures. it was that which brought them Russia and on a world scale, that the adherents to the theory of “state
about, In other words, production and the conditions of production !:apita!im'r" cannot make head or tail of the world they have been living
-were no longer determined by the needs of ’the people, i.8. by the in over the last thirty years,
praduction of use values. but h:ﬂ%‘ ‘needs’ of competition, the Let us formulate the question in other words, Was it in the interests
production of exchange values. of Russian producers to greatly and rapidly increase the mass of
The peritio principis is worthy of a textbook: the “exchange values™ modern means of production in Soviet society in the late *20s? Only an
sudden|y pop up at the end of the reasoning, without having bean IgnOramus can answer this question with “no™_ Was it therefore in their
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interest 1o “sccumulate means of production” (85 use values, of coursel?
Again the answer must be emphatically ‘wes” . Does it therefore make
sense o present such a rapid increase in industrialisation as a result of
the "pressure of world capitalism™, this meaning an adaptation 1o capl-
ralism (of course, workers also make sirikes as a result of the “pressure
of capitalism®"; but strikes are not exactly an adaptation 1o capitalism;
they happen to be means to fight against it)? There is no sense whatsa-
ever 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, capitalism, and only
capitalism, can flower there.

But, clamnours Harman, industrialisation was realised through lowwering
# 1he standlard of living of the workers, Quite true. Wasn't that therefore
&0 “adac @ation to capitalism”™'? Wasn't that "accumulation of capital™'?
“Accum lating” his sophisms, Harman has forgotten his starting point,
The “pressure” was supposed to have taken the form of the need to
'I:qiid a strong armament industry, “heavy industry™, “in compatition
with the West™: it was decidedly not the pressure of ""competition” for
selling goods on an international market, But it is only such a “eompeti-
s Hion"™ which would have made it imperative to lower wages. When
Harman savs thar only through fowering the standard of liwng of the
Auzsian work ers could there have been rapid build-up of heavy fndustry
S armament industry (0 Russia, be in reality swallows the classical
apalogy for Stalinism hook, ine and sinker, He implies that, without
!nwering wagas, there could have been no heavy industry, no armaments
industey in Russia. But ag, without such an armament industry, the
LiSSA would have ceased to exist long since, given Hitler's onslaught, it

then follows that Stalinism—""lower ing wages™ and all the miserable rest—

was really vnavoidable. Stalin saved the USSH. "You couldn’t make an
omelette without brecking egos”, etc., etc., & naissam,

In reality, this classical Staibinist apology s rotten and false through
and throwgh, The excessive rate of investment did not increase but
decreased the “rate of accumulation of means of praduction” in the
Soviet Union. Forced collectivisation did not halo, but disorganised,

f"hnaw industry” and “armaments industry ™. " Arms competition with
' the West”" was not heiped but hindered by Stalin’s peculiar set of
gﬁnnmi: podicies, A lowsr rate of investment, with a much higher
oductivity of labour as the result of higher wages, would have enabled
1o get much better results than those of Stalin’s. Trotsky's alternative
econoamic proposols would have fed to much mora efficient “'competi-
tran witk Western armament and heavy industry ” than Stalin‘s.

I that iz s0, Stalin’s policies can no more be explained by “objective
needs'” of * r:un'rpeting w Th the West™ They can only be explained by

» soecii ial interests of the privil . The
érm;ﬁwﬂl *fm and Stalin’s was not that Trotsky

wvas in favour of “slower economic growth’’, but that he was in favour
of a ruthives eliming i3l imequalities and 2 putting of the
working : the industrialization process. The bureau-
cracy, not wanting to loss its power and privileges, crushed the working
class palli cal proponents and introduced industrizlisation, in a delayed
and spagmadic fashion, in such-a form as 1o tremendously increase the
bureaucracy’s privileges. By doing so, it also tremendousiy increased the
wasie of economic resources [in the first place the waste of labaur
er, of productive enthusiasm of the workers, and of productivity of
Jabour} and led to a much weaker “competitive’ position compared to
! the West than Trotskv's would have led to. This is the real, and not the
mystified, bistory of the Soviet socio-economic developments in the
late 208 ond 304, And it leaves no stone of Harman's laboriously buil-
wp myst {ying construction: “industrialisation-through-state-capitalism-
m-order-to-withstand-the-pressure-of-Western-heavy-industry.”

Let us fry to put the guestion into historical perspective. Capitalist
industry was borm “dripping blood and iears out of all its pores™, asa
result 0 @ violent and barbaric process of primitive accumulation {of
exchange values), Marx denounced the momentous crimes—hut he never
for one instant forgot 1o mention that they were histarically unavoid-
able. No athar class of late feudal society coubd have realised industria-
lisation but the Sourgeoisie, and by no other means. And without
industrialisation, jous increase in humas ctivity of
labour, na historical possibitity of freeing man from the curse of idiptic
and rep:itive 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 epoch of imperialism, as a result of the common “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-
daveloped country can really repest this process of industrialisation
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Wwithin tha framework of the capitenst world market. This is a basic
aspect of the “general crisis of capitalism”, on'a world scale, sinca World
War |, the basic reason for nearly uninterrupted revolutionary comul-
sions in the “Third World™ for mere than forty years,

As a result of the socialjst October revolution, Soviet Russia broke
away from the cagitalist warld market, from the possibility of imperia-
list capital and imperialist commedities preventing & tremendous
industrialisation process. This was realisad on the basis of a planned
economy, i, Dy freeing the country from the tyranny of the “law of
velue™. Eor sure, this emancipation is only partial, not complete. This
industrialisation cannat reach, inside one country, a higher productivity
of labour than was realised by imperialism through intarnationz! division
of labour; it cannot, thereby, achieve the huilding of 2 socialist society.
But the Russian prodetsriar can stars such a construction. !t can develop
the productive forces and resist “world maricet pressures’, without
having to resort to barbaric means. The bureaucracy's crimes were
neither unzvoidable to industrialise the Soviet Union, nor historically
NBCessary, NOr progressive in any sens

Fourth Mystification: Conternporary Capitalism

Harman tries {0 defend Kidron's preposterous notion that “arms 8co-
nomy'’ represents a leak which enables capitalist to avoid erises. But in
order to extricate himsell from Kidron's constant confusion betwaen
destruction of use values and destruction of exchange vaties!13!, he has
to push the inconsistancy of that theory to its extreme. Far he now
defines a leak as a slowdown of economic growth, Do we misrepresent
him or exaggerate’ Here is what ha says himself:

“But if there are leaks whereby vizlue is taken out of the total
syitem, The apnortunities for sach individual capitalist obtaining
value to transform into conswant capital will La fess, and therefore
the constraints on cach capitalisi to expand his means of production
will fessen, The immediate pressures to expand constant capital {and
therefore production) will diminish, the overall rate of profit will fall
less, and therefore there will exist the basis for a longer term steady
axpansion upon 3 lower average organic composition of capital."iH!
[Our stress).
I any sense can be read into this extraordinary nonsense, then it would
run as follows: if capitalisis 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 vt that secumudation cart go on longer because it is carried on
ara fowe  ate. But-does this bear any resemblance to the SCONOMIC
history oi , st-war capitalism, gs compared ta that of the rwenties o
tha thirties? Has economic growth been siower or gquicker? Has capital
accumulation been lower or higher 7 Has the organic composition grown
quicker or siower? Has technical inngvation been retarded ur accelera:
ted? To present the developments between 1950 and 1965 as baing
characterised by the fact that “the constraints on each capitalist to
expand his means of preducticn 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 “'arms produc-
tion" iz in any form a "leak™. Arms, we repeat, are COM odities
praduced for fit, exactly like television sets or maching tools, Even
if one pEsUm at they are entirely paid for by surplus valug, they
would not constitute = “'lesk " but a redjs tribﬂmn of surplus value
inside the capitalist class, the non-armamery or having part ':",E s
protits siphoned off—not outside the system, but 1o financy cagirs/

Wgrmwr sector, And 25 this armament sector has
a higher arganic COMpOsTIon oFEapital than, say, textiie production or
even television production, one cannot undersiand haw such n{dwmn
would lzad to a slowdown of the increase in the average organic compao-

sition of capital, ar 1o a reversal of the decline of the average rate of

profit,

In reality, of course, it 1§ completely false 1o assume that armament
production is paid for axclusively by surplus value; Rosa Luxembourg
exposed thet liberal-pacifist argument long ago!5}, Armament produc-
tian is being “paid” for at least in pari by @ redistribution of the net
product between wages and surplus-value (it is fargely financed by direct
taxes weighing on wages and indirect taxes weighing on consumar
goods]. It leads, in an indirect way, 19 an increase in the rate of surplus
value, and therefore to an increase in the rate gf profit, it s=ts 0!f tem:-
porarily the fall of the rate of profit neither throygh a decreass in the
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orgamc composttion of capital nor throwgh a slowdown of econamic
expansion—hbut, on the contrary, through stepped-up capital accumula-
tion and ncreased economic growth, aceompanied by an increase in the
rate of surplus value. |n that way, and in that way only, does “arma-
ments production” enable “profitable investment” of surplusvalue, as
we pointed out in The Inconsistencies of State Capitalism . But inasmuch
as it steps up “capital acoumulation®, it increases the organic compos-
tion of capital, and thereby loses after a certain time on the right side
what it gained on the left. Even under fascism, the rate of surplus-value
tannot be constantly stepped up to compensate that process, as Hitler
fand the German capitalists) found out to their cost. That's why arma-

mants production as a cure for the ills of EW term
solutio n. r:_ has the te: Wal 58 IS curina Eir;.rea

Mow, the past twenty years have been CharHCIErISEH by a much
quicker rate of capital accumulation, of economic growth, of develop-
ment of the productive forces in the imperialist countries, than the
period 19139-1939. i arms production is not the main explanation for
this, there must be another one. Harman cannot follow our argument
that each of the long-term periods of rapid econamic growth under
capitalism (1845-1876; 1900-1818; 1840-245-1965) have been charac.
terised by a new ingustPRil revolution (2 guick transformation of basie
industrial technology, Mllowed by long-term periods in which existing
technology became generalised throughout the system. He conflses
technical fnvensians with innowation, and presence of surplus capital
potentially capable of innovation, with circumstances inducing actual
investment of that surplus capital for these innovation pur poses, S
friendly bit of advice: please compare the rate of surplus-value {or the
increases of productivity of labour], say_ in 1328 in the USA, Germany,
France, Japan, Italy, with those of, say, 1953 in these last countries
(and 1850 or 1960 in the USA): perhaps this will explain to you part of
the mystery,

Evidently, the long cycles linked with industrial revolutions 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 oceasion to come back to this in detail elsewhere,

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 unequivecally that the tasks of the bourgeois
revolution in the under-developed countries can only be solved by
the working class, led by a class-conscious revolutionary party. It
is not “menshevism ™ to assert that as 8 matter of fact not anly has
no such party yet led the working class to the taking of powear in

= Vietnam, or China or Cuba, but those that did take power executed

{in Vietnam dnd China) 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
solved the problem of industrial development. "6

The mystification begins by replacing a set of social relations by an jdeal
political norm, and then goes on to dissolve minm
vague gBheralisstions { “solved the problem of industrial development ).

By doing 50, Harman has to entangle himsalf in passing into a new
contradiction. He seams 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 capitalisd " is unable to?imitate”’ capitatistindustrialisa-

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 paint. For Trotsky has a clear and precise
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 1o the
peasantry—the overwhelming majority of the population in backward
countries—an exceptional place in the democratic revolution. Without
an afliance of the proletariat with the peasantry, the tasks of the
democratic revolution cannot be solved, nor even seriously posed.
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.

"Moo 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
wictory of the democratic revolution is conceivable only through the
dictatorship of the proletariat which bases iteelf upon 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 inde-
pendent revolutionary party could be constituted, expressing the
interests of the psasants 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 tl.'un petty-bourgeoisie’s lack of
economic and political independence and its deep internal differen-
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 axtreme pales.
Between Kerenskyism and the Bolshevik power, between the
Kuomintang and the dictatorship of the proletariat, there is not and
cannot be any intermediate stige, that (s, no democratic dictator-
ship of the workers and peasants {7} (Our stress).

Let us first stress the .fiu:t that Trotsky starts from social and historical
problems, and not from political nerms. The words CONSCIOUS

| i ¥ party " do not appear once; and when he uses the formula
“"Communist Party” or “Bolshevik power", he means it evidently in a
socio-historical sense, i.e. a party capable of crushing capitalist-feudal
power, like the Bolsheviks did in Russia in October. What the exact
relations of that party are with revolutionary Marxism and self-grganisa-
tion of the working class is not automatically implieo in that historical
role—and not an absolute precondition to this role. We have had a Paris
Cammune which was not led by a “class conscious revolutionary party”,
even before the theary of state capitalism was born. And we know that
in its his;nr_y. the working class has been led again and again. in its

great majority, by parties which were opportunist or centrist, in all
shades possible and imaginable, not only in periods of relative quies
cence, but even in periods of great revolutionary upheavals. 81

; Trotsky defines the two key historic tasks of the bourgeois-demaocra:
tie revolution in the backward country as the conquest of national
independence and the agrarian revolution |the uprooting of all semi-
feudal remnants and imperialist =ncroachments which brake the
development of the productive forces in the countrysidel. He never
says, and we never said, that this leads sutomatically to a thorough
indistrialisation of a backward country, after the victory of a socialist
re-.rqlmim. He only says, and so did we, that this opens the road for
for industrialisation which a combination of imperialist and internal
reactionary class structure otherwise block quite efficiently.

Mow let us make the tcst for the four countries invalved in the
controversy. Is China today a semi-colonial country ? Does imperialism
maintain indirect rule as it doas in Brazilia, Lagos or New Delhi, not to
mention smaller countries? 1s 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
obvicusly is Saigon? Were the spics of the “Puebla’ just captured by
“agents of American imperialism'' in Pyong Yang through an unfortu-
nate owersight?

Arybody who does not have a completely mystified view of the
present workd will hardly doubt as to how to answer these gquestions.

!t i5 obvious that these countries conquered complete and thorough
independence from impertalism not only formal-political, but also
economic independence—and this through violent revalutions, generally
ending in bloody anti-imperialist wans.
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Mar can there be the slightest doubt that a thorough-going agrarian
revalution |as a8 matter of fact, a more thorough-going one than that of
Rlussia after 19171 ook place in these Sountries, sweeping away any
remnant of landlord-usurer-comprador-kulak bourgeois rule in the
countryside (1.8, with the exception of more urbanised Cuba, for
between B0 and 90% of the population of these countries).

Ag these are self-evident facts, Harman has to inviolve himself in
another inconsistency when defining these countries as “state capita-
list”. For the inescapable conclusion this would tead him to would be
1o declare thess "'state capitalist” regimes as highly progressivel Evi-
dently, if tomorrow a non-working class party were to be capable of
swErping away ail ties with imperialist exploitation and ail remnants of
exploitation of poor peasants by landlords, usurers, merchants, kulaks,
as well as eliminate all rural unemployment, in countries like India or
Brazil, this would be a gigantic historical step forward, which all Marn-
ists should hail as at least as progressive as the great French revolution
(the theory of permanent revolution states that ih the epoch of imperia-
lism, this cannot any more be achieved but by a proletarian party; but
Trotsky might, after all, have been wrong, think Cliff-Kidron-Harman
& Co,, at least partially wrong},

MNow who led the revolutions which actually achieved these mighty
sogjal

pavals {even a “'state capitalist’” will have to admit that they
tions, and not friendly negotiations at tea parties) ? Commu-
7 case of Cuba, a revolutionary organisatiol

¥ L =

8 vere fers’ parties in nothing i o ¥

Harman. Really f What about their Wnumpositmn? Would Harman
deny that an impartant part of the atively small) Indo-Chinesa, 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 bloe of four classes’ {we shall come back to
this in a minute) ? Wasn't that blas, or the "new democracy’’, anly con-
ceived a5 a transitionsl stage towards the dictatorship of the proletariat,
which was spalt out in black and white as the historical go3l of these
parties (by Castro after the beginning of the revalution, it is true, but
much earlier than the Cuban C.P, itself understood this? Does Harman
know any "pedsant party’ which has a 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-
less communist society? "Words, words, just words,”” Harman obstinate-
Iy 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 Wum?yv to
bW its own. 1} the peasantry 15 able to solve
1 oblem of agrarian revolution and national indeperidence by itself,
the very possibilityof the dictatorship of the proletariat in a backward
country disappears. Where the working class is a small minority of
saciety, this possibility only exists in function of the recapacity of the
peasantry to successfully centralise and lead its own struggles for sohving
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 bourgeoisie; the
other, the poorer, going with the proletariat. This happened in China
afters1845, in Vietnam after 1945, in North Korea after 1945, in Cuba
- after 1959, exacr!y like in Russia after March 1917 or in China after

1925. 5o either you defend the preposterous proposition that national
independence and agrarian revolution were not realised in thess
countries—or you have ta admit what seems 1o us self-evident: that
Mao, Hg,Chi Minh, Kim il Sumng, Castro, were leaders of proletarian
parties, certainly bureaucratised anes, of Stalinist origins (in the first
three casesl, certainly opportumst ones, certainly parties a far cry from
revolutionary Marxism—but nevertheless work ing-class parties {in the
same sense & the French and the Italian C.P. are bureaucratised oppor-
tunist working-class parties).

The guestion does not stop there, The Chinese, Vietnamese, North
Korean, Cuban, revolutions didn't limit themselves 1o establishing
complete independence from direct or indirect imperialist rule, and
radical agrarian revolution. They also abolished all native capitalist
property asYvell, ehminated the native bourgeoisie, and destroyed the
bourgenis state (the Yugosiav revolution did of course the same03)
Mabody in his right mind really beligves that the Chinese bourgeoisie
is ruling today in Peking. Ask any Chinese capitalist in Hong Kong,
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Tarwan or Honolulu. kel tedl oo He kaows He cannat afford 1o be
mystified by “state capitahist’ rhetoric. 5o here we have an even maore
mysterious situation for the poor adherents to the theory of “state
capitalism®™, “Petty bourgeois leaders” |peasant parties] are seermingly
not only ablé to eliminate imperialist rule and liberate the peasants
from age-old landlord -moneylender-comprador exploitation; they can
even destroy the “native’ capitalist ruling class as well, together with
its bourgeois army and its bourgeois state. And Harman has the cheek
to pretend that this preposteraus proposition is not in complete contra-
diction with the theory of permanent revolution!

“The Vietnamese merit support, because they are conducting a
national hiberation struggle'’: this is Harman's lame answer 1o our
pointing out the inconsistency of supporting the MLF and seeing in it
at the same time “'the nucleus of a future state capitalist exploiting
ciass”. Let us leave aside the ridiculous comparison between the Viet-
nam war and the Kenyan or Cypriot struggle; we are eager to have
Harman point out 1o us the five hundred thousand British soldiers sent
to Kenya or Cyprus@® | But here again Harman in reality is forced to
accept one typical Stalinist mystification, peddled by the C.P. “peace
movements” all around the world: the mystification that “essentiaily”
the South Vietnamese are fighting for the “independence’ of their
country against a “foreign aggression”, and not at 411 against capitalism.

The reality is of ‘course otherwise. fn South Vietnam, a civil war
started right after the Geneva agreement!27). People rose because the
tascist Diem regime clappad them into concentration camps by the tens
of thousands, and efiminated the agrarian reforms realised in the terri-
tories liberated in the South by the Viet-Minh, before the Geneva truce.
This civil war unfalded for vears before there was any North Vietnamese
intervention, Large-scale imperialist intervention only took place when
this civil war was on the point of being successful. 1 1s purpase was not
to introduce “national oppression” into South Vietnam, but fe prevent
the overthrow qf capitalism there, U.S. imperialism was afraid that such
an overthrow would threaten capitalism in the whole 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 Vietnamese revolution—and not U5, imperialism’s
‘hatred”™ of national liberation struggles, which it could quite go along
ith {see Indonesia, Algeria, etc.) as long as capitalism wasn't
threatened, >

The question which Harman has to answer is the one relative to the
tlass 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? Is it then capable of leading a centralised
revolutionary struggle all by itself, not only against a tottering collection
of semi-feudal overiords, but even against the mightiest imperialist
power on earth? Was Trotsky then so wrong in “underestimating the
peazantry’” ‘s capacity for smdependent political struggle? Or was there,
after all, also the working class, and a working class party—a bureaucra-
tised one of Stalinist origins, undoubtedly; but after all a working class
one—leading thoss masses?

Harman feels it necessary to throw the pebble of the “bloc of the
tour classes” into the pond, too:

"It would be interesting to see Mandel justify his own claimead
commitment to the theary of permanent revalution 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’.”" 22/

Marx taught us 1o judge people not on what they say about themselves

erfTysiifier now turns 1 poide . Mever 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 state
and their ecanomy, left not one regiment from their army. That-is
unsubstantial, As that party has the “avowed policy™ of the ®bloc ot

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 “palicy” is not a set of words on paper, but a line ane follows in
action. The “bloc of the four classes” meant the subordination of the
CP. to 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 couniryside, for fear of “upsetting”’ the {bourgeais)
army.



There were certain formal similarities between Mao's line betwean
1937 and 1946, and the dizastrous line pursued by the Chinese CP.
betwesn 1925 and 1927, although even before 1946 there was a basic
difference; instead of disarming his own forces, Mao maintained them
moependent from the bourgeois 2rmy, which tried again and again to
crush them militarily, and failed. In the towns, the similarity was proba-
bly miore than formal, aithough the Japanese imperialist occupation
introduced a complicating (and obscuring) factor.

But after 1946 a definite change 58t in, essentially under the pressure
of 8 huge uprising of pnor 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, destroying capitalist property in the wake of
conguering 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 1t still later than it actually occurred. To
put a sign of identity [ “avowed policy of the bloc of the four classes™)
betwesn a complete subordination of the C.P. to the K uomintang, and
the destruction of Kuamintang power by a huge popular revolution led
3% @ bureaucratised working class party (a8 bureaucratically deformed
socialist revolution, if you wish) is 2 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—Fflowing
from the Menshevik theory that in Russia—"‘under the pressure of the
world market™—only capitalism was passible. Harman, having swallowed
the Menshevik starting point of “state capitalism”, is now forced to say
B, after having sasd A. Mar anly has he adopted Menshevism, but he is
adgpting also more and more of jts Stalindst by products. We have
already seen how his interpretation of the Sowviet industrialisation
process is nothing but a repetition of the classical apologetic theories of
Stalinism. “Withaut Stalin, no efficient armaments industry in the
US5R " Now Harman adopts another Stalinist “theory’”: the theory of
“petty-Dourgeais’” states, neither workers states nor bourgeois states,
neither the dictatorship of the proletariat noe the dictatorship of the
bourgeoisie, 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 formula
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

] Becausa for us the Yugosiav, Chinese, Vietnamese, Korean revoly-
tions are distorted ocialist revalutions (i.e. led by bureaucratically
distorted working-class parties), we prefer not to call the parties which
fed these revolutions “Stalinist” parties, For us, Stalinism is essentially
& conservative ideology of the ruling bureavcratic layér in the Soviet
Uriion. Ristorically committed to the stafus quo (the extension of its
poawer and privileges into the Eastern Edropean countries, at the end of
Waorld War 11, on a world scale historically strengthened and not
weakened the status quo, 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 buresucracy s diplomacy. They therefore have

. acted, historically, as props of th j L in their countries. (24]
Of course, the Chinese, Vietnamese, Korean, Yugoslav, C.P.s are

parties of Stalinist origin; many traits of their idedlogy, internal struc-
ture, attitud @ TEWERHs 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
bawilding 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 overthrow 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 1o the Kremlin bureaucracy, they had to
disobey Stalin’s orders and instructions, and 10 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 C.P_, the Vietnamese as the
French C.P.—to say, in other words, that there 15 no “basic™” difference
between destroying capitalism and upholding it!—is to throw overboard al)
objective criteria of judgment in favour of partial analogies'®>!, To say that

"Stalimism " has been capable of owerthrowing capitalism in the most popu-
lated country on earth is decidedlv giving too much honour to Stalin!

Becsuse the Yugoslay, Chinese, Korean, Vietnamese, Cuban, revolu-
trons were distorted socialist revolutions (the Cuban the lesst bureau-
cratised and distorted of them all, for it was led by revolutionary forces
not originating from Stalinist ideology ororganisations], they are part
and parcel of the world revolutionary process-started in October 18917—
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 revalution 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
LISSR). 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 buresucracy, 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
iz happening with workd revolution in the last decade—is incomprehen-
sible if ope 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 bureaucracy.

August 10, 1970

Footnotes

1) Chris Harman: The Inconsistencies of Ernest Mandel, in Interma-
tional Socialism, Decernber 1968-January 1970—an answer to Ernest
Mandsl: The lnconsistencies of State Capitalism, IMG pamphlet, 1969,
itsalf an answer to Michael Kidron: Maginat Marxism: Mandel’s Econo-
mics, in International Socialism, April-May 1963,

2 One example will be sufficiant for this type of debating point.
Harman takes us to task because we are alleged to have identified “thirst
for profit” with “capital sccumulation™ and “the final money form of
capital™. This is plain unadulterated nonsense, he proclaims lop. cit.

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 2 Chinesa usurer's one), but “'the capitafists”
thirst for profits”. And that “thirst” i5 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.

181 Das Kapital, Engels Edition, 8th printing, Hamburg, Meissners
Verlag, 1921, vol. |, pp. 39-40, 45-46.

8 Chris Harman, op. cit, p. 38

71 bidemn.

B! Inasmuch as only generslised commodity production is suppressed
after the overthrow of capitalism, and that partia/ commadity produc-
tion still survives, the economy is dominated by a struggle between t?'ln
“law of value” [“spontansous allocation of resources”) and “'the logic
of planning” (i.e. conscious allocation of economic resources in the
interests of those who administrate the economy]). This struggie can
only end by either 2 return to capitalism (in that case, "the law of
value' takes over again), or by a definitive consolidation of planning (in
that case commodity production starts to wither away in the field of
consumer goods too). On the road to this second end-result, the
bureaucracy s administration of the economy and the stz ;e must be
overthrown. It is very unlikely that this second process could be
achieved without an international extension of the revolution {atthough
what is involved here is something more “primitive’ than the final end
resuit: the complete disappearance of commodity production, of classes
and ot 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_ |1, 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 3 class structure and a mode of production which imply that labour
power has become a commodity, i, by “the existence of a proletaran
class, forced 1o sell its labour power”’, Two lines further on we mention
the class struggle between Capital and Labour as resulting inevitably
trorm the laws of motion of capitalism, On p. 12 we explain at length
what forces a capitalist corporation 1o exploit workers in order to accu-
mulate capital. Yet Harman coolly writes: “Mowhers in the whole
section of the pamphlet dealing with the question (presumably the
guestion of the nature of capitalism and of commodity production) is
there a single (') mention of the warking class or a single {!) reference

to the wage labour/capital relationship™ (p. 36)...

M Trorwsky makes this distinction between the bureaucracy's “appro-
priation of the products of the labour of others'” | The Rewolution
Berrayed, New Park Publications, p. 240, 1967}, and “explaitation” in
the scientific sense of the term {fn Defence of Marxism, Pionesr Pub-
lishers, New Yark, 1942}

M2t Chris Harman, op. cit. p. 389

N3 Harman accuses us of “talsifying' Kidron's position, But he fails
1o explain why a war would represent a “leak of capital”. Slumps
devaluate capital, we all agree {and | indicated that, an that point,
adran was anly repeating Marx). But what about wars? "Wars and
shamps have destroyed immense guantities ot cutput,” wrote Kudron.
isn't that inferring that destruction of exchange values {by a sfump}
equals destruction o use values (¥ + o warl ? How is war supposed to
Udestroy wnmense quantlies 0T OUTPUT  EXCEDT TANOUYT [y S
destruction?

™) Chris Harman, op. it po 38,

M5 Rosa Luxemburg: Die Akkumulation des Kapitals, pp, 370 et fol.,
Vereimigung Internationaler Verlagsanstalten, Berlin 1923,

M8 Chris Marman, op. cit. p. 40,

M Leon Trotsky: Permanent Revolution, Mew Park Publications,
1962, pp. 162-154.

"8 To aveid misunderstandings, and to prevent the inevitable shouts
of “revisionisn ™ by our dear friends of the Healyite persuasion, let us
~ezezt for the nth time that Trotsy foresaw and predicted that “under
exceptional circumstances [war, defeat, financial crash, mass revolu-
tianary pressure]’’, opportunist and bureaueratised parties like the CP.s
could break with capitalisrm and initiate a revolutionary process leading
to the dictatorship of the proletariat. [See the chapter of the Transitio-
nal Programme entitied “Warkers and Farmers Government’’). Isn't that
precisaly the description of what happened in Yugoslavia, China, Viet-
nam, ete.? The essential question is whether this is “highly exceptional™
tas Trotsky predicted and we emphatically uphold) or whether this
could somehow become & wider “'rule™, as opportunist split-offs from
the Fourth International (to start with, Posadas, Pablo and the Ceylan-
ese LS5P) are persuaded ?

"3 Harman cannot resist making anather dubious debating point:
“Why didn't you recognise the Yugoslav sociglist revolution when it
happened, but anly three yvears later 7" 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 wha's complaining: a member
of a group which “'discovered™ the establishment of “'state capitalism™
in the USSR not three but more than twenty years after it had
happened...

1200 |n Algeria, French imperialism engaged on a large-scale colonial
war, it is true. But this can be explained not only by the exceptional
importance of French investment in the Algerian @il industry—uncom-
pared to any U.5. 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 “I'Algerie fran-
caise”’. Nothing of the kind exists in Vietnam with regard to American
sOCIety,

fZ']  Harman’s remark, that “'in Vietnam, the Stalinist leadership has
twice dready shown itself incapable or urwilling to solve the most ele-
mentary of bourgeois national tasks—that of national unity—when
ipportunities {!) to do were at hand {in 1945 and in 1954)," This is an
sdious travesty of historical truth, for it completely mystifies the precise
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-stranger military power {later backed by ULS. imperialism
which was one hundred times stronger}. Ho Chi Minh in fact proclaimed
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ndependence i the whaole country, and tried to urily it but was

driven away from the cities by superior foreign military strength {and

only thereby). Perhaps Harman missed out telling Giap how he could

have taken the “opportunity” 1o beat the French army, navy and air-

force 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 bourgeais national tasks™ in Russia. Harman should be ashamed of

such kind of “arguments” used against revolutionists who have struggled
longer against imperialism and capitalism, arms in hand, than any other

group in the world since the international working class movement was
founded. 2
221 Harman, op. cit. p. 40.

23 One class “tryinag to transform itself™ (sich into another class is
certainly a daring “innovatign  in the framewofk of historical materia-
lism.

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

1250 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” 1o establish itself into a new “fascist-type
like" ruling class. The cold war having given its verdict—and Shachtrnan-
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.5 just “neo-reformists™ (i.e. subservient to private capitalism) as the
British C.P, presumably is the eyes of /nternational Socialism (like the
French, Italian, Greek, Spanish, Indonesian, Brazilian, C.P.5, and the
list could be extended ad /igitum), while just a few others are “trying
to transform themselves into a new ruling class™? And If this distinction
;:xists, what's the use of defining both categories of parties by the same
abel?



THE STATE
CAPITALIST
GENEALOGY

Erich Farl

We can divide the theories of those who do not regard
the Eastern European states as workers' states into two
main camps: theories which analyse them as capitalist
states (either classical bourgeois or statc capitalist) and
those which hold that a ‘new class’ is in power in these
countries.

The first group includes most social democrats
(Mensheviks, Oto Bauer, etc.), the Bordigists, the neg-
Trotskyist theorists of state capitalism (Grandizo Munis
and Tony Cliff) and the Chinese thearists of the restoration
of capitalism, as wcll as their ‘sophisticated’ wvariants
{Sweezy, Bettelheim). The Yugoslav leaders could be
included in this group at the beginning of the fifties.

As far as the second group is concerned, mention
should be made of the theories of ‘bureancraric cligarchy’
{Lucien Laurat in the early thirties); bureaucratic collee-
tivism {Bruno Rizzi, Max Schachtman, James Burnhamj;
the ‘new class’ (Milovan Djilas); the central political
bureaucracy (Kuron and Modzelewsky); and ‘statism’ (S,
Smaannﬂc in Yugoslavia).

Of course, any system of classificarion must be
arbitrary to some cxtent. The differences within these two
groups that we have outlined are considerable. Tony Cliff
will nor much appreciate — with good reason — being
placed under the same heading as the Chinese leaders (we
shall try to put this ‘injustice’ right later on by seeing
whar differentiates them). Some theories are difficult to
classify (for example, the ideas of the French group
Revolution!, which split from the Ligue Communiste 1n
1971 and occupies a midway position between the theory
of the new class and that of the restoration of capitalism).'
But our classification does have the merit of allowing us o
distinguish these theories by virtue of what is their central
aspect: the definition of the class nature of the Eastern
countries.

In the framework of this article we will deal solely
with the first group. We will thercfore examine theories
concerning ‘capitalism’ (classical or state) in the USSR.

We are dealing here with the group of theories least
distant from Marxism. The theories of a ‘new class’
involve a clearer abandonment of Marxism (the fates of

Burnham and Dijilas provide us with cvidence of this),

since they try to invent a new mode of production with
new laws of development, different from the Marxist analy-
sis of modes of production and economic-social formations.
The theories of ‘capitalism’ in the USSR are, on the other
hand, often based pn Marxist texts: on what Engels wrote
in Anti-Diikring on bourgeois nationalizations; on what
Lenin wrote between 1917 and 1923 on state capitalism;

on what Rakovsky said on the manner in which the State
bureancracy can be said to ‘own® the means of production;
and on what Trotsky wrote abour restorationist dangers
in the USSR.

Otto Bauer

The oldest of these theories is the one put forward by
the Mensheviks. The historical reasons for this are not
hard to find: was it not the Mensheviks who thoughr that
the final proof of the adventurism of Lenin and the
Russian communists was their seizure of state power in
1917? For them, Bussia was too backward to be able to
give birth to a workers’ state. They believed that a one-
to-one relationship existed between the level of develop-
ment of the material forces of production and the corres-
ponding state superstructures. In spite of all the heroism
of the Bolsheviks, therefore, only a bourgeois state could’
be built in Russia in 1917, Without the intervention of the
Mensheviks this state would be an authoritarian bourgeois
dictatorship. In the best of cases, with the Mensheviks, a
democratic bourgeois republic could be built.

It was Otwo Bauer, the theoretician of Austro-
Marzxism, who gave a more polished expression to these
theories.” In his pamphlet Bolshevism or Social Democracy
written in 1920, he describes Sovier Russia as a “transi-
tional state’, which, through the agrarian revolution, had
created the conditions for the future development of a
bourgeois class in the countryside, a preliminary to an
evolution to bourgeois democracy. ‘State socialism in
industry, transport and the banking system; co-operative
organization of the commune; the private activity of the
peasants; the cnrichment of the peasants on the basis of
poverty in the town; the appearance of the new bour-
geoisie thanks to the black market — which is inevitable
given a private agricultural sector; the creation of new
capitalist enterprises on the basis of special concessions o
foreign capitalism: these are the elements which will make
up Russia’s new economic life’ (p.70). In the pamphlet
The new course in Soviet Russia written in 1922, Bauver
sces the NEP as a striking confirmation of his theory.
Instead of regarding it as a policy of conrrolled concessions

" There are also theories with a foot in both camps:. e.g Gery
Hegly (who belicves that China is a workers® stare and Cuba 2
bourpgeois state), or Lutte Ourriére {who think that the USSR is
a workers® state and China a bourgeois state).

2 Dtto Bauver, Bolshevismus oder Sozialdemokrarie, Volksbuch-
handiung, Vienna 1920; D¢ Niewwe EKoers in Sowvier-Rusimd,
De Wilde Roos, Brussels 1923,
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by the workers’ state, he thought on the contrary that it
represented an acceptance of his theories by the Russian
Communists. From then on he ‘advised’ the Balsheviks
to suppress the ‘contradiction’ berween economic necessicy
and the form of political power. “The economic turn
represented by the NEP should be complemented with a
peaceful political turn: the transformation of the dictator-
ship into a bourgeois democracy’ (p.46-7).

Bauer’s theory is interesting for us because it demon-
strates an aspect that we shall meet again in other authors:
an economic fatalism, which is due to an over-estimarion
of the role of the material forces of production coupled
with an under-estimation of politics. In the framework
of this theory, the State has — or should have — only a
secondary role, simply registering the modificarions result-
ing from the development of the forces of production.

Another (miner) aspect of Bauer's theory, but again
something that we shall see more of when we come to
deal with other theoreticians, is his use of Lenin’s writings
on ‘state capitalism’. We shall return to them later. .

Amadeo Bordiga

Bordiga — the founder of the Italian CP and imitially its
foremost theoretician, who passed over to the opposition
in the Communist International afrer 1922 — put forward
a left variant of this theory.? For him, the October
revolution was an anti-feudal revolution from which the
bourgeoisie was absent. For that reason, the proletariat
played the chief role in it. But later on, principally because
of Russia’s prolonged isolation, the new state was ‘con-
solidated’ as a political organ of emergent capitalism.

Here again we meet with the economic fatalism that
we discovered in Bauer’s writings — but under a slightly
different guise. Aided by the proletariat of the developed
Furopean countries, the Russian working class could have
been able to construct a workers’ state. Isolared it was
unable to do so.

What, is missing from both these theories is any
concept of a ‘transistional’ stage between capitalism and
socialism. We have either eapitalism (and a capitalist state)
or we have soctalism (and a workers’ state).

Marx and Engels, as we know, envisaged the guestion
in these terms: the “lower’ stage of the new society or
‘socialism’ (as opposed to ‘communism’, the higher stage)
would be achieved practically immediately after the
defeat of the bourgeoisie. It would be characterized by
the suppression of the private character of the means of
production; by the heightened development of the forces
of production; by the absence of the market, money and
commodities; by distribution of use values; by the aboli-
tion of wage labour and the disappearance of classes.

Most of these characteristics are either entirely lack-
ing or only very partially present in the Soviet Union
and the countries of the Eastern bloc. From this point of
view, they are paying the price for the detour of history
— for the fact that the socialist revolution did not take
place, as expected, in the developed countries.

But Bordiga keeps to the old schema. His theory can
be qualified as schematic and normative. He gives good
definitions of what a socialist society and a communist
society should be like. From these theories we can see in
what ways the USSR and the other workers' states fall
short of being socialist or communist. But that does not
allow us to draw any further conclusions.

Bordiga goes on, however. Capitalism, he says, is a
market economy. Well, in the USSR commodity produc-
tion exists. Therefore, the USSR is a capitalist society.
That is Bordiga’s syllogism. His conclusion is false
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because his starting-point is wrong. Capitalism is not
defined by saying that it is a marker economy (commodity
production exists in pre-capitalist societies). What distin-
guishes capitalism is that it is a mode of production which
generalizes commodity production, because under capita-
lism both labour power and the means of production
become commodities. For capitalism to exist there must
simultaneously exist both wage-earners and means of pro-
duction transformed into capital. This is what differen-
tiates capitalism from other societics where commedity
production takes place.* In a society in transition from
capitalism to socialism, commedity production does srill
exist (for example consumption goods) but not in the
essential sectors, which would allow us to qualify the mode
of production as capitalist: the means of production are
not commodities. The transitional sociery is a society
where commodity production is progressively restricted.
That is why we say that the mode of pfoduction there is
non-capitalist, since, according to our definition, capitalism
is characterized by the progressive generalization of com-
modity production.

Munis and State Capitalism

Grandizo Munis developed the theory of state capiralism
ar first inside the Fourth International and later outside
(at the end of her life Natalia Sedova Trowsky shared his
ideas).” Munis’ theory is simple enough. His argument is
not based on empirical dama (pretty scarce in 1946 as
far as the USSR was concerned), but on whar he con-
siders to be Marx’s model of the functioning of the capi-
talist economy. Munis took the well-known equation which
represents the different elements which make up the value
of the product (P=C+ V +5). Under the capiralist mode
of production, he said, the ‘centre of gravity’ of the for-
mula is S (surplus value). The future increase of capital
depends on the size of 5. In a socialist society, however,
V (variable capital — wages) becomes the centre of gravity.
Capitalization will depend on the consumption needs of
the masses.

Now this is not the case in the USSR, ‘Behind § from
this time onwards (the triumph of Thermidorian capi-
talism) there was, just as under capitalism, a group of
men. § thus regains its character as surplus-value to the
extent that the bureaucracy usurps power.” (p. 19).

Munis concluded thar in the USSR a variant of
capitalist exploitation exists, the bureaucracy not yet being
finally structured as a capitalist class. He predicted that
when that final restructuring took place, the bureaucracy
would have to abandon planning.

Munis' error is in his model It is incorrect to say
that, under socialism, the formula for the social product
will remain C+ V + 5. By definition this formulz can only
apply to a system characterized by the working of the law
of value. Under socialism the equation C+V+5 dis-
appears altogether. To be concerned whether the emphasis
passes from one element of the formula to another, there-
fore, is to pose a completely false question. Munis' formula
is strangely close to that of some Yugoslav theoreticians

3 A, Bordiga, ‘Dialogue avec Staline’, in Programme Communiste
no. B 1959; ‘L'économie sovidtique de la Révolution d'Octobre
A nos jours’, Programme Commmumniste, no. 19, 1962,

* This is very clear in Capital and especially in the ‘unpublished
chapter of Capital’ which—irony of ironies—his just been
publishéd in France through the efforts of . . . the Bordigist
Roger Dengeville (K. Marx, Un Chapitre Inédit du Capiral,
Editions 10-18, Paris 1971).

5 . Mumis, Les révolutionsaires devant la Russde et le Stalin-
irme Mondial, Editorial Revolucion, Mexico 1946,
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who define self-management as a system where the workers
decide the size of V.

Some Soviet economists admit that C+V+S can
still be applied to their country, while still pronouncing
it socialis. We think that this proves that it is not. But
it does not prove that it is capitalist. From this point of
view, Munis' demonstration is even weaker than Bordiga's.

Tony Cliff and State Capitalism

As the main theoretician of the LS. group, Tony Cliff
is the best-known of the partisans of state capitalism. He
has devoted a book to this question, which has gome
through three editions.® When CUff talks about state
capitalism, he talks ar the same time sbour a state, a
mode of production, relations of production and society,
without making any sharp differentiation between the dif-
ferent levels. It will be useful, therefore, to see how the
concept of staie capitalism has developed in Marxist
literarure, so that we can copstruct a scientific concept to
compare with Tony Cliff’s ideas.’

Lenin used the term state capitalism in several senses.
In ‘“The Impending Catastrophe and How to Combat it’
(as well as in the Preface to ‘State and Revolution’) he
talks about state monopoly capitalism, meaning by this
term a centralization of capital in cartels and trusts (the
‘sugar syndicate in Russia’), without indicating clearly
whether he is talking abour the creation of a single
monopoly per state or of the creation of a state monopoly.
The picture becomes clearer when we know that a young
Bolshevik militant, J. Larin, had at thar time just pub-
lished some articles (they were later republished as War-
time State Capitalism it Germany, Moscow 1928) dealing
with the economic measures taken during the First World
War in Germany. In other words, this state capitalism was
not a distinctive mode of production. It was a particular
mode of functioning — more precisely a form of organi-
zation of capitalist production

In pther works (beginning with the 1917 text * “Left-
wing” Childishness and the Petry-bourgeocis Mentality),
and especially after 1921, state capitalism takes on another
meaning. In these writings Lenin defines the Russian
socio-economic formation as a socicty where different
modes of production coexist: patriarchal agrarian eco-
nomy, petty commodity production, ‘free’ private capita-
lism and socialism. The state capitalist sector, here, is
still capiralist, but it functions under workers’ control
(nationalizations were relatively few during the first
months of the Soviet Republic’s existence).*

But it is above all Lenin’s writings from 1921 to
1923 which take up this question of state capitalism. They
deal with the comcessions made to foreign capitalism
(American, Japanese) in the framework of the NEP,
with the purpose of artracting the capital Russia needed
and enabling her to benefit from its higher productivity
(see items 3 and 4 in the bibliographical appendix).

In item 7, *The Tax in Kind’, Lenin lists the different
forms of state capiralism: concessions to foreign capita-
lists; petty producers’ co-operatives (small employers);
commercial capital which plays the role of intermediary

to sell the products of State industry; the leasing agree--

ments made with Russian capitalists. He is thus dealing
here with capitalist activities — an economic sector where
the capitalist mode of production operates. The qualificz-
tion stafe indicates that these activities are clostly con-
trolled by the proletarian state (see on this subject items
56,9, 11,12, 13),

What conclusion can we draw from this rapid survey?

We can say that state capizalism for Lenin doss nor refer
to a socio-economic formation, nor to a state, nor to a new
mode of production, nor to new forms of property, but
to 2 mode of functioning of capitalism under the control of
a workers' siate,

In his study Clifi does not refer to these latter texts
of Lenin, which deal with state capitalism properly called.
He refers to some writings of Engels in Anti-Dithring
which deal with bourgeois nationzlizations and (pp. 113-
15) to Lenin’s writings on state monopoly capitalism.”
Cliff's formula, according to which stare capitalism is a
‘partial negation of capitalism’ (p.110) is, moreover, copied
rom Lenin's formula on monopoly capital as a partial
negation of capitalism. But for Cliff this state capitalism
— and here is the crux of the matter — is developed under
the protective shadow of a capitalist state, whose ruling
class, the bureaucracy, is ‘the persomification of capital
in its purest form’ and ‘the truest personification of the
historical mission of this (copitalist) class® (p.18).

It is at this point that we find the cenrral conrradiction
of Cliff's work: while Clff uses the term *state capitalism’
for what Lenin called “state momopoly capitalism’ — i.e.
a sector of the capitalist economy protected by the capi-
talist state — his analysis of the ecompmic functioning of
state capitalism leads him fo the comclusion that it con
ne longer be capitalism.

Cliff, in fact, considers that there is no commodity
exchange in the USSR as far as the means of production
are concerned. He even thinks that labour power is not 2
commodity in the USSR (p.158), because only one buyer
of labour power exists— the State.’* He admits that
investment is not determined by the capitalist law of the
tendential decline of the rate of profit (pp. 172-3).

Having admirted all this, it is difficult to ralk of
capitalism. From the point of view of his analysis of the
Russian economy, Cliff is nearer to a theory of 2 new
system of exploitation and a ‘new class® than to ome of
state capitalism.

What arguments does he use to show that, in spite of
all these factors, the USSR is a capitalist state? He uses
four arguments: the lack of workers’ power over the state:
the lack of workers’ power over the economy; the privileges
of the bureaucracy; and the pressure of international capi-
talism. We will examine each of these arguments in wrn.

First Arpument

‘Can a state not under workers’ control be a workers’
state?’ (p. 132). Such a question demands a negative
response — and Cliff does not hesitate to give it one, This
first argument is exceptionally weak: it does not take into
account the historical possibility of various different forms
of state power. Thus a bourgeois state can be parliamentary
or fascist, with a whole series of intermediate variations.
Why, therefore, is it not possible for a workers’ state to
pass through different forms too, according to the historical
context.

* T. Cliff, Russia. A Marxisi Analysis, International Socialism,
London 1955, See wo R. Maille, Le Trotskysme er USSR,
Pouvoir Ouvrier, Paris 1965,

* See bibliographical appendix on Lenin and State Capitalism.

* See E. Lokshin, Hosw the Nationalization of the Economy was
Achieved in the USSR, Moscow 1965.

® Cliff reserves the term ‘State Monopoly Capitalism' for War
Economy (p. 154).

1" W'e wouldn't go so far. The fact that there is only one buyer
ot seller on the market does not necessarily mean that the produoct
bought or sold loses its commodity character, Tt would be dif-
ferent if there was only one seller and one buyer.
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Second Argument
“The cconomy of a workers’ state and a capitalist economy
have many common characteristics . . . Common to both
. . . is the division of labour, primarily the division between
mental and manual labour. The distinguishing feature is
the existence or nmom-existence of workers' comtrol over
production’ (p. 98). Since there is no workers’ control, we
cannot be dealing with the economy of a workers’ state.
Cliff forgets that workers' control is not the distin-
guishing fearure of a workers’ state: at certain times,
workers’ control can exist transitorily within the frame-
work of a capitalist state (dual power: the metal factories
in Turin in 1920, for example). In a workers’ state, it is
possible for a whole period for several economic sectors to
coexist (antagonistically) — not all of them under workers’
control or management. What distinguishes the two econo-
mies is that the capitalist economy generalizes commodity
production, while the ecomomy of the workers’ state
restrains it.

Third Argument

“The size of this (the bureancracy’s) income is in itself
sufficient to reveal the gualitative difference between the
income of the bureaucracy and the wages of the workers’
{p. 119). We are not convinced by such an argument.
Using this criterion such professions as doctors or archi-
tects in the West would be classes. Differences in standards
of living or income have never been what defines a social
class.

Fourth Argument

Even if the first three arguments were to be allowed, we
could only reach the conclusion that the USSR is not a
workers’ state. We are told nothing about the positive
qualification of such a state. At this point, Cliff brings in
the pressure of international capitalism. “The rate of
exploitation, that is, the ratio between surplus value and
wages (S/V) does not depend on the arbitrary will of the
Stalinist ,government, but is dictated by world capitalism’
(p. 159). This argument is not well-founded, The USSR’s
trade with the capitalist world is extremely limited: it
constitutes a mere 35% of its foreign trade. What is more,
this percentage lumps together trade with the developed
countries (22%) and the underdeveloped (13%). More-
over, foreign trade represents only a small percentage of

the total production of the Soviet economy. The argument.

is accompanied by a ‘sub-argument’, which invokes mili-
tary pressure. As the preface puts it: ‘The author shows
that even after a victorious proletarian revolution, a back-
ward country like Russia, isolated as it was by the defeat
of the Socialist revolutions in Europe, and under the
constant threat of imperialist attack, can exist only if it
achieves military power equal to that of its enemies.
Military power can be attained only by massive invest-
ments which, under conditions of backwardness, means
forced savings, freezing the level of consumption of the
masses, extracting as much surplus value from the workers
as is possible in order to accumulate capital’ (p. 8).

But this means that not only is it impossible to build
socialism, but it is impossible even to establish a workers’

state and set about preparing the foundarions for socialism -

in backward countries. Once again we meet with the
economic fatalism which we discovered in Omo Bauer.

The Chinese Theory and its Epigones

It is difficult to find any Chinese ‘theory’ about the USSR.
We have to reconstruct an implicit theory from articles,
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declarations and speeches.'' Whereas the theories that we
dealr with before were all more or less economist, we are
dealing this time with an over-estimation of the political
Lewel.

Let us look first ar a Chinese article where a synthesis
is given of the process of capitalist restoration in Russia.
This is what it says: ‘After Stalin’s death, great Marxist-
Leninist that he was, the roften careerist and conspirator
Khrushchev, who had sneaked into the party, and his
friends judged the moment right to launch a palace revolu-
tion. They usurped the leadership of Party, Army and
State in the USSR. From that time omwards, the state
power of the Soviet Union changed its nature. A dictator-
ship of the bourgeoisie replaced the dictatorship of the
proletariat. The bourgeoisie, through the hands of its
agents, carried out a counter-revolutionary restoration.”

The Chinese theory is, therefore, a thesis of peaceful
coup d'ctat, a ‘palace revolution’. It suffices to take power
in the Party and imprint on it a counter-revolutionary
line and the class nature of the State will automaucally
change.

This thesis has two main characteristics: firstly it
allows for peaceful transition (gradual or reformist) from
one type of State to another; secondly it gives primary
importance to the political factor (the politics of the Party)
in making an analysis of the class narure of the State.

The Chinese leaders have never explained why they
believe that a peaceful return to capitalism is possible,
since they admit that the opposite is not possible. We
must say in defence of Tony Cliff that he has at least
arrempted to make this explanation. He thinks that a
professional army cannot be peacefully transformed into
a popular militia— hence the impossibility of a peaceful
transition to socialism. On the other hand, a popular militia
can be peacefully transformed into a professional army
and the possibility of a peaceful transition from socialism
to capitalism follows from this (op. cit. p. 127). However, *
even if for a moment we allow what he says about the
army to be true, this still does not permit us to draw any
conclusions about what the class nature of this army might
be (the Swiss bourgeoisie still has'a militia!) nor about
the class nature of the State.

The more ‘sophisticated’ Mavists have a more refined
argument to account for the seizure of power by the bour-
geoisie. Bur it is, however, only a refinement of the same
theory. Professor Bettelheim writes that ‘the diversity of
concrete forms that the power of the working class can
take does not modify its class character, as long as the
relationship of the organs of power to the masses is not 2
relationship of domination and repression but a mass/
vanguard relationship, allowing the masses to express their
opinions and the leadership to centralize the correct ideas
coming from the masses. When the organs of power
become separated from the masses, however, these organs
cease to be those of a working-class state and become
those of a bourgeois state pure and simple.™*

Here we come across the same arguments that we
met with Cliff: a workers’ state which is not democratic
cannot be a workers’ state. This normativism is doubled
in Bertelheim’s case with a real salto mortale. When Beuel-
heim was a critic of Stalinism, he still regarded the bureau-
cratic state as a workers’ state despite everything.'® Today

11 Pabine Review since 1967. Also see The Grear Chimese
Revolution and the Tragedy of the Sovier Unign, and Ler Us
Go Formerd on the Rood Opened by the Oflober Socialist
Revolurion, Foreign Languages Publishing House, Peking 1967,
12 Paul M. Sweezy and Charles Bettelheim: The Tronsition I
Bocialism, Monthly Review FPress 1972,



the same Betitelheim, having become an admirer of Stalin,
rejects the Soviet state since it is separated from the
masses!

_In another work Bertelheim puts forward this key
idea on the restoration of capitalism in the following way:

‘1. The concept of vanguard describes the governing
workers' party, but only to the extent that it is & workers'
party through its social base, through its close links with
the immediate producers and through its ideology.

2. If such a vanguard does not exist, in particular if
the governing “workers’ party” no longer has the charac-
teristics which make it a vanguard of the working class,
the political and ideclogical conditions which permit the
domination of planned relatons over marker forces no
longer exist. When this simuaton has come about, there
may well be a document which still bears the name of
“plan™ but this only serves to mask the absence of real
planning.* '

Ideological factors thus have a privileged status. Not
only can they be responmsible for the stagnation or the
blocking of the transition to socialism, but the workers’
state can even be destroyed and replaced by another state
through their influence! ‘The domination of the State
bourgeoisie brings about a tendency for the rapid spread
of market relations and monetary accounting.’'® This
privileged status accorded to ideology is accompanied by
an under-estimation of the resistance that the working
class will put up to the new ecomomic structures and the
state and governmental structures accompanying such a
transformation.

Sweezy's point of view is a little more nuanced, ‘I
consider the process in a slightly different way. The rela-
tionship between the development of a new bourgeoisie
and the extension of the market is not a simple relation-
ship of cause and effect but rather a relationship of a
dialectical type, with reciprocal interaction.”'® Sweezy
evades replying to the question on the nature of State
‘Power itself.

Sailing beside the Cliffs in the China Sea

The Revolution! group in France takes an original posi-
tion.’” It has developed the theory that a new exploiting
class took power in the Soviet Union in 1928, at the time
of the final victory of Stalinism. In fact it is the theory of
a new class. But this new class has internal differentiations
and is giving birth to a classical bourgeoisie. The process
is, however, far from being finished.

In other words Russia is passing from a workers’ state
through state capitalism to classical capitalism.

What is this view based on? Its argument is not so
very far from the over-estimation of the political level that
we found in Bettelheim. The point of departure is the
difference in namre between a bourgeois revolution and a
socialist revolution. The first is a purely political revolution
whase relations of production have already come into being
under feudalism. The second is a social revolution, whick
5 still faced with the rask of ercating stew relationships of
production. Up 1o this point the analysis is correct, as is
the conclusion which the Revolution! group draws from it
“We can judge the class character of political power and
the existence or otherwise of the dictatorship of the pro-
letariar by the functions thar the state performs.’ But a
lictle further on these functions are described in a more
limited way. To examine the nature of state power, we
‘. have to look at the relations of production ‘whose emer-
" gemce it assures or prepares’ (p. 11). The funcrion of the

state is sharply limited here, for one particular aspect is
lost sight of: a state can also be defined by its defence

R

of existing relations of production, that is by defence of
the status quo. When they lose sight of this essential aspect,
the Revolution! comrades are then able to turn the terms
of the debate upside down and say that ‘the class meaning
of the relations of production depends to some extent on
the nature of political power’ (pp. 10-11). This is exactly
the opposite of what they started out by saying.

In order to be able to over-politicize the relations of
production in this way, the Revolution! comrades take one
precaution: they push the date of the Stalinist counter-
revolution back as far as possible, to a date (1927) when
they claim the new relations of production did not yet
exist, even in an embryonic form; to a tme when there
was nothing to defend except the Party: “Under the con-
ditions of civil war, the pressure of the peasantry and the
imperialist encirclement and the delay of the European
revolution, the proletarian dictatorship was confronted
with such difficulties that the revolutionary character of
the Soviet state was guaranteed only by the revolutionary
line of the Bolshevik leadership® (p. 4). In other words, the
counter-revolution has been pushed back so far that noth-
ing else except the Party existed in Russia. This analysis
overlooks a few details. The new state, the natonalizations
(the most important took place in 1918-19), the creation
of the first planning bodies (well before 1927), the liquida-
tion of the bourgeoisie, etc. efc.

To explain the second stage (reconstruction of the
bourgeoisie), Revolution! makes use of the economic re-
forms. They assert that ‘plant autonomy already extends
by and large to investments and these latter are therefore
at least partially dependent on the profits realized by
individual concerns™ (p. 62). This demonstrates a great
ignorance of the actual facts.

Even after the economic reforms, major investment
still remains centralized in the USSR, What is involved is
only putting part of the profits at the disposal of individual
production units. And only a part of this part is allorted -
to funds which make sclf-financing possible. In fact only
8-15% of profits go to enterprise funds'" They are
divided into three parts: funds for material incentives;
money for social and cultural needs and the construction
of housing; and, finally, funds for the development of
production. With these last funds, pilot enterprises self-
finance investments to the extent of some 10-15% of
centralized investment. So the situation is a long way away
from widespread autonomy! The real meaning of the
cconomic reforms was different. If we look ar the first
fund (material incentives} we can see that it is to pay
bonuses — as much to the workers as to the managerial
personnel of the factories. But while the bonuses of the
workers are only partially dependent on these funds (an-
other part comes from the wages fund which is stll centra-
lized), the whole of the managerial bonuses are financed
by thc material incentives funds. What this means is that
an organization which does not make a profit will not
receive any bonuses. This is the ‘carror’ thar the economic

"' 8ee Charles Bettelheim, Le Planification soviérigue, Marcel
Riviere, Pariz 1945,

't Charles Bettelheim, Calcnl écomomigue er formes de pro-
priéré, Maspéro, Paris 1970, p. 91.

1% ibid., p. 88.

1% Sweezy and Bettelheim, op. cit.

I Révolution er ‘Contre-révolurion en URSS, Cahiers Révolu-
tion!, ne. 3.

' See E. I. Liberman, "The function of profit in the incentives
systemn of the Soviet economy', and G. D. Sobolewz ‘The new
Soviet incentives system: study of its functioning in Kiev',
Revwe Internationale du Troom!, January 1970,
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reform offers to the enterprise bureaucrats so that they
show initiative.

We do not dispute that these reforms ‘stimulate’ the
factory bureaucrats to reduce the size of the work-force
and wages costs. We will not deny either that the factory
bureaucrats — or at least some of them — would like 1o
be free to dispose of more sizeable investment funds. It
is obvious that this process can provoke differentiations in
the bureaucracy, one wing of which will wish openly for
the return of capitalism. Moreover, this is5 one of the
points on which the Fourth International has always in-
sisted, in its criticism of the Soviet economic reform. But
we should not confuse a2 movement with the final destina-
tion. For to do so is a characteristic of reformism —
including reformism in reverse!

The bureaucracy is still obliged to manoeuvre and its
behaviour is still far from that of a ruling class. Before
such a transformation takes place, the ruling class in name
— the working class — still has time to prepare iwself to
take back its heritage. For that to happen 2 political revo-
lution must be made, which will give it the possibility of
controlling the state through representative bodies of
workers, an anti-bureaucratic revolution, which can alone
guarantee that the long journey will reach its end: socialist

soClety.
Bibliographical appendix: Lenin on “State capitalism’.
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19 THE USoR
AN IMPERIALIST

LOUNTRY?

Since the invasion of Czechoslovakia in August 1968, the
Chinese leaders have termed the USSR an imperialist
country. This designation is by no means a new one. It
has appeared regularly in the writings of members of
tendencies which consider that the USSR is a capiralist
country.! There is even a certain logic in this position. For
if the USSR is really a capitalist country, and if we have
been wimessing a real expansionism on its part, then this
—in the epoch in which we live, termed by Marxisis the
epoch of imperialism, *highest stage of capitalism'—can be
nothing other than imperialism in the classical sense of the
term.

The aim of this article is to cxamine this theory
according to which the USSR is ‘imperialist’. Leaving aside
versions of it which have by now been forgouten, it will
concenirate on views which have some influence within
the revolutionary vanguard roday: the position developed
by Teny CLff and the International Socialism group; the

- position of the Chinese Communist Party and its followers

throughout the world; and the position of the French
organization Révolurion!.

Tony Cliff and ‘Russian Imperialist Expansion”

The International Socialist position was developed by
Tony Chff in his Russia: a Marxist Analysis, which
contains a chapter on “The Imperialist Expansion of
Russia’, Srate capitalism is therefore, in his view, an
imperialist capitalism.

In discussing Cliff's views, I shall deliberately ignore
certain of his arguments concerning the Russification of
the Soviet -republics. This aspect of a manifestation of
great-Russian chauvinism already existed—and was de-

nounced at the time by Lenin—in 1922-3, ie. at a time
when, cven according to Cliff, there was not yer any
question of Russian imperialism.

Cliff's overall theoretical approach tw the guestion
is somewhar individual. He begins by asserting correctly
that the indiscriminate use of rthe term ‘imperalism’ to
denote differen; forms of expansion generates confusion.
He then recalls the criteria developed by Lenin in Im-
perialism: Highest Stage of Capitalism to characterize
imperialism, Then he attemprs to show that one of these
criteria (the export of capital) does not apply 1o certain
cases (Japan). Since, after this, he feels justified in aban-
doning this criterion, he considers that its non-applicabil-

* Erich Farl, ‘The State Capitalist Genealogy® in Internarional,

Vol. 2, No. 1. For some typical examples see:—
ta) K. Louzon, "L’héritage du Czar ou celui de Lénine?”,
La Révolution Prolérarienne, 1 Auvgust 1929; Contre le
Courant, 21 September 1929, p. 11.
(b} Daniel Logan, ‘L'explosion d'impérialisme bureaucrat-
ique’, Quarriéme Imternationale, February 1946, pp. 5-10.
{c) Tony Clff, Russte: A4 Marxisr Analysis, Internatonal
Socialism, London 1963, pp. 176-191.
{d) Peking Review (and other publications from People’s
China), passim since 1968,
{e) Cahiers Révolurion! MNo. 3, ‘Réwvolution et contre-
révolution en URSS', Pars 1972, pp. 62-4.
(f) Milovan Djilas, ‘Thémes contemporaing’, Quesrions
Acruelles du Socialisme No. 1, Apnil-March 1951, (Sce also
E. Germain’s refutation, “The Theory of State Capitalism’,
in Fourth Intersariortal Wo, 112, September-October 1951),
Dyjilas’s article represented the official view of the Yugoslav
leadership in the early fiftes—a view, however, which they
subsequently abandoned.

* Lenin, Selecred Works in three wvolumes, Moscow 1967, Vol.

1, p. 745,
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ity to the Sovier Union has no significance whatever, and
that, in spite of that non-applicability, the USSR is
indeed imperialist. In this way, as we shall see, he forgers
what he himself had taken as his starting-point, ie. that
the indiscriminate use of the term imperialism leads to
confusion. For to abandon the Leninist definition of im-
perialism leads inevitably to using the term for all cases
of economic and territorial expansion.

Let vs take a closer look at the arguments we have
so summarily outlined. The criterion used by Lenin to
distinguish imperialism from the other stages of capitalism
and referred to by Cliff is the following: ‘the export of
capital as distinguished from the export of commodities
acquires exceptional importance.” This feature itself results,
as Cliff recognizes, from the tendency of capital tw go
where the rate of profit is highest and, in a more general
way, imperialism results from the decline of the rate of
profit as the organic composition of capital (¢/v) in-
creases,

Now Japanese imperialism, Clff asserts, which all
agree in characterizing as an imperialism, does not have
this feature. At the time when it was exporting vast
quantitics of capital to Manchuria—its only important
colony prior to the Sino-Japanese war—profits were high
in Japan irself. Cliff notes that Japanese investments in
Manchuria went up from 97.2 million ven in 1932 1o
263 million ven in 1936 and to 1.103 million yen in
1939, while average profits were extremely high: berween
16 and 20% in 1936 and 1937 (sce pp. 178-9). The
source of Cliff's error is here plain to sce. He takes as
his starting-point the fact that there were high rates of
profit in 1936, But the starting-point which he should
have taken is 1. not an absolute rate of profit bur
changes in the rate of profit, and 2. not rawes of profic
in 1936 but those in 1930-31—i.c. at the moment when
Japanese capital began 1o move into Manchuria on a
large scale,

Henri Claude’ informs us in this respect that the
profits of .all Japanesc industrial companies taken as a
whole fell from 531 million ven in 1928 0 268 million
ven in 1931. It was preciselv ar this moment that Japan-
ese capital began to invest massively in Manchuria. In-
versely, the figures given by CLff himself for 1936-7—
a period in which the rate of profit was exceprionally
high (and in which it moreover incorporared the profits
from Manchuria'—show that at the moment the tendency
to invest in Manchuria was declining: 378 million ven
in 1936; 263 million in 1936: 348 million in 1937

The first part of Cliff’s argument thus rests on an
incorrect selection of facts. However, it allows him 1o
ignore the key criterion: the quest for a higher rate of
profir.'

Having admirted that the USSR does not have
this feature of imperialism, Cliff then develops an argu-
ment which can be, summed up as follows: the aim of
Russian imperialist expansion is o provide itself with
the means to close the gap which separares Russia from
the capitalist West; essential elements in this policy were
the dismantling of factories in the satellite countries and
their removal to the East; the use of ‘unequal exchange’
in commercial dealings with the sarellite countries; and
the installation in these countries' of Russian enterprises.
The dismantling of factories and the “oint stock com-
panies’ now belong to the past (it should he nored that
this chapter ‘of Cliff's book was originally published in
1955). Moreover, this dismantling is not an export of
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capital, but rather the precise opposite!. As for the
‘unequal exchange’, we shall be discussing this below
when we examine the views of Peking.

The Chinese Positions

Since the invasion of Czechoslovakia, and in particular
since Chou En-lais speech of 23 Aupgust 1968 1 an
official reception offered by the Rumanian ambassador in
Pecking, when Chou declared that ‘the clique of Soviet
revisionist rencgades has degenerated long since inro
social-imperialism and social-fascism™, the term ‘imperial-
ist" has been used by the Chinese leaders on numerous
occasions in referring to the Soviet Union. According to
the Chinese, the USSR carries out imperialist policies
in two spheres: in the people’s democracies and in the
colonial and semi-colonial countries,

The People’s Democracies
The ‘USSE revisionists’, it is alleged, use Comecon 1o
pillage and exploit the peoples of East Europe." Czechos-
lovakia, for example, is a ‘Soviet revisionist colony”.’” In
Mongolia too, ‘the Sovier revisionists’ follow a policy of
colonial domination, forcing Mongolia to develop its
stock-rearing and pillaging the country by demanding
exorbitant prices for exporis tw it of Soviet indusirial
products.” Similarly, the Soviet republics of Kazakhstan
and Central Asia are allegedly transformed into grain-
stores or into producers of wool and cotton, while being
unable to develop their local industry. Moreover, their
agricultural produce is bought vp at low prices, while
they have to pay top prices for whar is supplied 10 them.*
However, these denunciations of Soviet ‘imperialism”
in East Europe have become muted since the 1971 right
wm in Chinese foreign policy.

Asia, Africa and Laotin America :

In the countries of these three continents, *Sovier revision-
ist social-imperialism’ is said by the Chinese to infilrrate
under cover of economic and military ‘aid’. ‘By giving
“aid”, Sovier revisionism aims not only to pillage the
peoples of Asia, Africa and Lartin America, but above all

* Henri Claude. De fu crise fconomique d la guerre mondiale,
QCIA, Paris 1945, p. 8.

"It should be added thar Chiff's entice line of argument on
Russian imperialism is merelv a secondary aspect of the theory
of state capiialism. Indecd. according to Michael Kidron, one of
the principal theorists of the IS group, imperialism is only the
penultimate stage of capitalism (see Michael Kidron, ‘Imperial-
ism: Highest Stage but One', Internariomnd Socialism 9. Summer
1962). A capitalist country may therefore have “passed beyond’
the imperizlist stage.

Y Peking Reviess, 26 August 1968, p. 9. See too the ‘explanatory
note' in Peking Revicr, 2 Seprember 1968, p. 12, -

* Peking Reviez, 2 December 1968, p. 24; 13 January 1969,
p 23

* Peking RBeview, 4 November 1968, p. 44
* Peking Revicw, 29 July 1969, p. 19,

* Peking Reviem, 25 August 1969, p. 3L
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to control politically the beneficiary countries in order w
establish its colonial domination as new tsars.’” Although
the Chinese leaders recognize that the USSR often only
asks for a very low rate of interest (2.5%) on its loans,
they consider that the ‘real rate of interest is to be found
in the high prices of their goods’ and thar what is involved
is in facr a disguised system of usury.”’

It is above all with respect to India that Sovier aid
policy is criticized.” According 1o the Chinese, Russian
economic ‘aid’ is nothing but a simple export of capital.
The USSR has become India’s second biggest creditor, 10
the tune of 10.22 thousand million rupees since 1933.
Through its aid to the public sector in India, the USSR
controls 30% of steel production, 35% of oil refining, 20%
of electricity production, 60% of power station equipment,
859 of heavy machinery production, 75% of production
of electric motors, 80% of oil prospecting and exIracton
and 25% of aluminium production. India will have 10
export increasing quantities of goods to the Sovier Union
and import increasing quantities from the latter, thus
becoming more and more dependent.

Critigue of the Chinese Positions: a new Kautskyism?
The Chinesc positions on social-imperialism differ from
those of Cliff in that they do not take as their srarting-
point the definition of imperialism given by Lenin. Yet
that definition, despite its incomplete character, remains
the most scientifically correct definition of imperialism ©
have been put forward up to Dow. Let us recall it briefly,
well-known as it isi—

‘a) the concentration of production and capital has
developed to such a high stage thar it has creared monop-
olies which play a decisive role in economic life;

by the merging of bank capital with industrial capital,
and the creation, on the basis of this “finance capital”, of a
financial oligarchy: !

c) the export of capital as distinguished from the
export of commodities acquires exceptional importance;

d) the formation of internationzl monopolist capitalist
asspciations which shars the world among themselves, and

e} the territorial division of the whole world among
the biggest capitalist powers is completed.”"”

The two first criteria are linked 1o the analysis of the
development of the relations of producticn in the capiralist
countries. We shall not discuss them here (bur see our
“The Stare Capitalist Genealogy’ in Inrernational, Vaol. 2,
\lo. 11. The last two criteria are the conscquence at 2
world level of the functioning of the system. The kernel of
the definition, which forms the crucial intermediary link
herween the first two and the lase twe criteria, is the third:
the export of capital which becomes more and more im-
portant and which aims. as we said earliér, to find the
possibility of making higher profits and thus of combating
the tendencv—inherent in capitalism—for rates of profir
to decline. The Chinese hardly discuss this aspect of the
problem.

In the same work in which he gives this definidon
{ Impcrialisin, the Hichesr Stage of Capitalism ). Lenin
criticizes Kautskv. the representative of centrism in the
workers' movement. He reproaches him with considering
that imperialism is simplv one policy among others, which,
mav equally well be replaced by another policy, ie. 2
question of chvice. rather than an organic rendency of
monopolv capitalism, The Chinese posirions on the USSR
are. in fact. nearer to this view of Kaursky’s than they are
to that of Lenin, inasmuch as thev make no reference
whateve? to what conditions imperialism (the tendency of
the rate of orofit to faill. and inasmuch as Soviet aid 1o the
counrries of Africa. Asia and Latin America is often pre-

cented as a means which the USSR uses for the purpose of
establishing its political domination.

There are two further arguments used by the Chinese
jeaders to prove that the USSR has imoerialist policies:

2} arrangements like that with India, wherebv the
11SSR buvs goods manufactured in India thanks to Soviet
aid, are presented by the Chinese as a measure for the
subordination of the Indian economy;

b) the phenomenon—also, s we have seen, denounced
by Clif—of unequal exchange, above all in relations
between the USSR and the people’s democracies.

The first argument does not show thatr what is in-
volved is imperialism, quite the contrary. For the arrange-
ments under which the USSR buys products made in
India are not necessarily a measure of subordination at all.
Indian governments have long sought to safeguard the
economic development of the country by arranging 10 pay
for their imports in non-convertible national currency. in
order to push the countries who supply them 1o spend the
currency obrained either in India itself or in exchange for
Indian products.'* This has been the case since the fifties
with the USSR, the GDR and Poland.

As for ‘unegqual exchange’, it should be noted that this
criticism is made with respect to the people’s democracies,
and not with respect 1o pconomic and commercial relations
between the USSR and the countries of the ‘third world'.
This problem has often been debared in the past with
respect 1o exchanges within COMECON. These exchanges
have certain specific characteristics'™:

__the contracts were based, from the end of the war
until 1951, upon current world prices;

—from 1951 until 1956, world prices in 1949 and the
first half of 1950 were taken as 2 basis, in order to avoid
the price flucruations provoked on the world market by the
Korean War;

—in 1957 the average 1956 prices were used;

—afrer 1957, hard prices were used for the entire
perind of the various trade agreements—in other words
world prices ‘correcred’ t© eliminate the fuctuations pro-
voked by speculation or by the comjunciure;

__after 1962 the average of world prices between
1957 and 1961 was adopted:

—a further revision of prices was made in 1965-6,
and the average of world prices for the period 1960-64
was adopred.

Now. the use of world marker prices inevitablv 1ntro-
duces an inequality betweea the countries involved., because

of the unequal dearee of economic development of each, As

Marx explained in Capital. rrade allows advanced counties
<o sell goods ar a orice which is higher than their value. At
the same time, this does not alter the fact that this price is
Jower than that at which the less develoned countries could
themselves produce the same goeds. For the guantity of
labour incorporated in the eXpOTTing COUNTTY i much less
than that which the less advanced country would have to
put in. Thus international trade between the tsocialist’

" Peking Review, 14 Jualy 1969, p. 25.
“ ibid, pp- 26-T.

"" Peking Review, 24 January 1972, Article *Soviet Revisionism's
Meg-colonialism in India’, p. 20,

Y Lenin, Selected Works in three volumes, Moscow 1967, Vel
1, pp. T45-€.

W India. A Referemce Anmual, 1960, Delhi 1960, p, 339,

* Aecording o D. F. Fokin, Vajeshnjaja Torgoolja SS5R
(1946=1967), IMO Moscow 1964, :
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covntnes mvolves a continuous drain of value from the
poor counities tw the rich couniries.'”

Here the criticism levelled by the Chinese is based on
a reality. It will remain valid as long as there is exchange
of goods at world prices. However, it should be noted that
the solution to this problem is hard to find in economic
wrms: for it would be practically impossible to carry our
cxchanges” systematically on the basis of the costs of
proeduction in each producing country. If such were indeed
the case, the producing country would very often find it
more advantageous o reorient its exchanges towards the
capitalist world. Let us rake an example. Suppose for a
mement that Britain is a workers’ state exporting cars to
Yugoslavia and importing in return raw materials {copper,
zinc, mercury, cte. ). If the costs of production were taken
as the basis, Britain would have to export its cars (which
we can assume for the sake of the example to cost less than
the world market price, since they would contain less
crestallized labour than elsewhere in the world) extremely
cheaplyv. On the other hand, it would have to import raw
matvrials ar very high prices. Consequently, it would go
clsewhere for i1 raw materials and would sell its cars o
ather countries (Scandinavia, for instance).

Thus. the problem is by noe means one related solely
t imperialism. The solution of such a problem in the
framework of the workers’ states can. therefore, only be
sought in anether dircction: the international coordination
and planning of investment, aid, interest-free loans. eec.
to permit the economically less: developed countries to
‘catch up” with the more advanced ones,

It should furthermore be noted that there are cases in
which the USSR frve ar prices above the world market.
When the USSR and Cuba signed the 1965-70 sugar
agreement—in 1964—the price tfixed (6 cents a pound)
was below the world market price. But all forecasts sug-
gested a dedine in world market prices, and indeed for
almost the entire period covered by the agreement world
prices were Acforr 6 cents a pound, Moreover, the price
hxed for the Chinese-Cuban agreement covering the same
period was based on the terms of the Russian-Cuban
agreements

Thus all the criticisms levelled by the Chinese leaders,
rather than adding up to a critique based on Marmxist
criteria. appear instead w be merely polemics against
particular political actions on the part of the USSR (e.p.
the occupation of Czechoslovakia®,

The position of ‘Révolution?

The position of the French group Recoluwrion! i=
more nuanced. It Aows from the group’s positon on the
class nature of the Soviet Union. For Révolunen!, the
USSR is nor {ver) a capitalist state. As early as 1927-8
power was won by a ‘new exploiting class’. The latter is
forced by the cconomic crisis to oriemy irself rowards the
restoration of classical capitalism. Thus the thesis of Révo-
Ietiom! is siruared midwayv berween the notion of a ‘new
class® and rhat of a ‘new bourgeoisic’, It sces a new class
which is in the process of becoming differentiated and of
giving birth gradually to a new bourgecisie. This process,
however, 1= far from being completed. The comrades of
Révelurion! consider. therefore, that the Chinese position
on ‘social-imperialism’ is withour theoretical foundation'’
and rhat one will onlv be ablc 1o speak of imperialism
when capitalism is fully developed (i.e. when the law of
value dominares the entire social process of production in
the Sovier Union).

Nevertheless, according to .these comrades, the USSR
is alrcady inserted within ‘the imperialism concert’ (has
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been since Yalta), having entered @1 ‘for the purpose of
redefining new spheres of influence’. During the last few
vears, the turn ‘towards an active imperialist policy’ has
heen particularly marked.

In the positions of the Réwvofution! group, the defin-
ition of this turn “towards’ an imperialist policy is marked
by a predominance of the “political level’. In reality, whar
they call ‘insertion within the imperialist concert’ covers
Russian efforts to maintain the status gue. vis-a-vis imperi-
alism. But this is not an imperialist policy. At most, it is &
policy of complicity with imperialism, i.e. a policy charac-
teristic of a conservative burcaucracy.

The comrades of Révolution! also denounce the fact
thar. under cover of economic aid, Russian capital competes
with American capital for the economic domination of
certain countries. However, they do not offer any derailed
explanation of the mechanism of Sowier aid which, in
most cases, does not lead o economic domination of the
firms or sectors which receive it, bur on the contrarv 1o a
reinforcement of national bourgeoisies and national capital-
ism (sometimes ‘state capiralism®} in the ‘third world’
countries o which it goes.

Conclusion

In Ocrober 1939, Trotsky wrote as follows concerning the
‘imperialism’ of the Soviert Union:

‘Can the present expansion of the Kremlin be termed
imperialism? First of all we must cstablish whar social
content 15 included in this term. History has known the
“imperialism” of the Roman state based on slave labour,
the imperialism of feudal land-ownership, the imperialism
of commercial and industrial capital, the imperalism of
the Tsarist monarchy, etc. The driving force behind the
Moscow bureaucracy is indubitably the tendency to expand
its power, its prestige, its revenues. This is the element of
“imperialism” in the widest sense of the word which was
a property in the past of all monarchies, oligarchies,
ruling casies, medieval cstates and classes. However, in
contemporary licerature, at least Marxist literamure, imperi-
alism is understood to mean the expansionist policy of
fimance capital which has a very sharply defined economic
content. To employ the term “imperialism™ for the foreign
policy of the Kremlin—without elucidating exactly ' whar
this signifies—means simply to identfy the policv of the
Bonapartist bureaucracy with the policy of monopolistic
capitalism on the basis thar both sne and the other urilize
militarv  force for expansion. Such an identification,
capable of sowing only confusion, is much more proper 1o
peay-bourgeois democrars than o Marxists.™"*

The theories of ‘Russian imperialism’ or ‘social-
imperialism® offered by the Chinese bureaucracy, or by
groups like rthe Intemational Socialists and Révelnrion!,
attemot to provide us with an ‘elucidation’. Bur this turns
out, on analvsis, to be an extremely fragile one, like every
explanation based on analogies. It in no way arms us to
study concretely the contradictory behaviour of the Sovier
bureauocracy.

" See Henri Valin, "L'évolution du COMECON et Jes prob-
lmes posés par' la division internationale du travail encre Etats
ouvriers burenvcratisés’, Owarriéme  Inrermarionale  No, 23,
November 1964,

" Cahicrs Rivolurion! No. 3, pp. 62ff.

" Leon Trotsky, In Defence of Marxism, New York 1965, p.
26.




Ten Thesis on the Social and Economic
Laws Governing the Socicty Transitional

Between Capitalism and Socialism
Ernest Mandel

1.  Every socio-economic formation is characterized by a particular set of
rolations of production. This applies not only to the great historical periods of
human history, called modes of production {primitive communism, slave-owning
society, the ancient Asiatic mode of production, feudalism, capitalism, commun-
ism), but to each particular social formatian, in each phase of its development.
To deny that a particular social formation has production relations specific 1o
it would be ta deny a basic principle of historical materialism.

in the famous passage of the Preface to the Critigue of Political Economy in
which Karl Marx gives the basic definition of historical materialism, he does not
say that it is only in each mode of production that men enter into particular
relations of production. He says, on the contrary, that “in the social production
of their life men enter into definite relations that are indispensable and independ-
ent of their will, relations of production which correspond 1o a definite stage of
development of their material productive forces” (MEW, Vol. 13, p.8, Berlin
1961).*" From the point of view of historical materialism there can be no
society without specific relations of production. That would amount to a society
without social production. Thus, from the standpoint of historical materialism,
the first step in understanding any social formation, including a transitional
saciety, and, therefore, inclhuding also the society transitional between capitalism
and socialism, is to reach an analysis of the relations of production which prevail

in it and determine it.
= Translated from the article by Ernest Mandel in Probleme des Sozialismus und der
Uiberpangsgesel schaften, edited by Peter Hennicke, Suhrkamp, Frankfurt am Main 1973,

ppl .
** Marx and Engels, Selecred Works, p.181 {Lawrence & Wishart, London, 19700
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