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This Issue

This present issue marks a step forward in our journal
insofar as we move into print.  Such a move is not without
its risks for such a modest venture because it has involved
us in a heavy increase in costs, and therefore an increase
in price. However, we feel that such o risk is justified
because of the increased demand for such a journal as ours.
Present subscriptions will be honoured but new subscribers
will have to pay the increased rates.

The material presented in this issue continues along the
themes of our previous two issues. The article on the
theory of state capitalism and the one on industrializing
backward countries both deal with differing aspects of the
same problem. Erneslt Germain's article has been short-
ened from the original version - published some years ago -
so that it mainly deals with the theoretical aspects of the
problem. The original first appeared in the journal Fourth

International published in Paris by the then International
Secretariat of the Fourth International, and should not be
confused with the journal of the same name now published

by the Socialist Labour League.



Editorial : Defeat on Merseyside ?

The recent collapse of the proposed occupation and self-
management of the GEC-EE factories in Liverpool has
raised many questions relaling to the whole campaign for
workers' control here in Britain. First, it would be well
to remind readers that the occupation had been mooted as
a means of combating sackings due to take place because of
‘rationalisation' plans laid down by Arnold Weinstock since
he assumed effective control of this newly created giant com-
bine. Second, il is also important to remember that the
proposed occupation was in large measure defealed by the
apathy of the largest section of the workers, those who were
to be least effected by the planned sackings.

How did it come aboul that the planned take-over collapsed so
suddenly? Right up to the eve of the projected take-over the
Joint Action Commitlee had presented a picture of unshake-
able solidarity within the three factories, yet when it came
to the crunch only 2 minority of the workers were in favour.

The idea of the occupation was originally conceived by a
group of militant shop stewards as a dramatic demonstration,
one that would not last more than a few days. And although
they obtained the support of the majority of the workers in
two of the three factories concerned, these were the smallest
units and the ones that would bear the major impact of the
sackings. But in the largest, and therefore key plant, no
real campaign seems to have been carried out to ensure not
only the support, but active support, of the workers. It is on

these two points that the proposed occupation came Lo grief.

What the occupation would have done, had it taken place, would
have been to raise, not merely the question of jobs, but a funda-
mental question of power. Such an action would not have only
challenged Weinstock's right to dispose of the livelihoods of this
particular group of workers, but the very rights of ownership
of the means of production by the whole capitalist class. Seen
in this light the occupation had been singularly unprepared,
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and the events that took place at the mass meeting that reject-
ed the take-over should not have come as any great surprise.
Workers' control is essentially a situation of dual power, a
regime of crisis, one that is inherently unstable. Either it
quickly passes from control by the workers Lo self-management
and then control of the whole productive apparatus, or it will
be sucked into 'participation’. -

Moreover, such a situation can only arise when the majority
of the workers are no longer prepared to accept the intolerable
conditions imposed on them by the bosses. Did such a situ-
ation exist in Liverpool? It is clear now lhat it did not. This
partly flows from the second aspect mentioned earlier. The
fact that the majority of the workers in the largest plant had
not been drawn into active support meant that there was a
fatal flaw in the whole plan. No doubt most of the workers
involved were against the sackings, and were discontented and
apprehensive. But they had not yet reached the position where
they were no longer prepared to accept the conditions imposed.
Much more shop floor level discussion and agitation over a
period was needed to prepare them and to draw them into the
gituation in an active way. The idea that workers’ control and
self-management can be introduced by a smull comuiittee is a
contradiction by definition. Unless the idea strikes deep roots
amongst the majority of the workers concerned, such attempts
as the Liverpool affair will be still-born.

What of the role of the Institute for Workers' Control”? No
doubt the right-wing press and the ultra-left sectarians will
agree in trying to put the blame for what happened onto its door-
step, each for their own purposes. However, they will be very
wrong lo do so. Atnolime was the IWC 'masterminding’ the
proposed take-over. On the contrary, Ken Coutes (spokesman
for the IWC) said "A body like lhe Inslitute cannot of course offer
any advice about how particular actions should be undertaken.
That is the job for organisations... which are dircctly impli-
cated." So, far from 'masterminding' the occupation the IWC
played a rather self-effacing role, being merely content to
service the operation with technical expertise. At all stages
the direction of affairs remained firmly in the hands of the
Joint Action Committee. This of course raises the question
is this enough? Is the IWC to be seen merely as some sort
of leftish Fabian Society or should it have other functions?

It is obvious that, for the Marxist current in the movement, the
IWC can never perform functions analagous to those of the
Fabians because the latters fundamental premise was that the
existing institutions were open to rationally argued advice, or
at least pressure. We have argued elsewhere that the ulti-
mate logic of any workers' control movement must be that of



the overturning of the power-structure of class society. It
follows therefore that a pamphleteering role cannot be enough
because, unlike the ruling class the Fabians serviced, the
working class has got to obtain the dominating position in
society. To gain this position it will have to fight every step
of the way. For this it needs fighting organisations as well

as technical advisory services and research groups - how-
ever valuable the latter may be, especially when the studies
are being carried out by the workers in the industries concern-
ed.

In our opinion the workers' control movement is a key one
for mobilising workers in socialist struggles. It is obvious
that one of the great merits of the campaign up to now has
been its open character, its non-exclusiveness and its ability
to sponsor [ruitful dialogue between various shades of
opinion. However if the argument above is correct then at
some stage the movement must pass beyond discussion to
action - and action organised with careful advanced planning
or we risk more liascos like GEC-EE. Certainly it is
correct to stress that a body such as the Institute for Workers'
Control cannot impose its ideas on any body of workers en-
gaged in struggle. Such manipulation is impossible and is
simply the fiction invented by frightened bureaucrats faced by
militants. However, this should not beg the question of
leadership and the problems raised by the false start on

Merseyside.

In passing to the slage of being the centre or leader of
struggles for workers' control the IWC may well find that
certain clements withdraw when the question becomes one of
action and not just talk. But we cannot hold up the transit-
ion from programmatic discussion to action because of such
people.

The key question in this respect is how far are ordinary
workers preapred to go? GEC-EE indicated that the ideas
of workers' control are beginning to strike chords in wider
sections of the c¢lass than for vears. But it also indicates
thal much more grass roots propaganda needs to be done.
If inrelation {0 GEC-EE "very much needed wassomeform
of action committee broadsheet, then how much more appli-
cable is that idea to the IWC. Mass propaganda and
struggles cannot be carried on only with pamphlets, only a
regular broadsheet which has widespread circulation and
a corps of grass roots supporters can lay the basis for such
struggles.

The events on Merseyside may well prove to be a turning
point for the presenl workers' control movement. Sucha
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movement cannol be a pressure group, it can only live as a

movement of struggle.

Was Merseyside a defeat? We would argue that it was, but
only just. The fact that large numbers of workers were pre-
pared to occupy and manage their laclories is an indication
of the very real progress thal has been made in the last few
years, and this should not be under-rated. The fact that
the lake-over did not take place is a measure of the work
that still needs to be done. But ii should not be the occasion
for dejection, the movement has yel to engage in large
battles. When it has, that will be the time for overall

re-appraisals,




The Theory of State Capitalism -
The Clock without a Spring

Ken Tarbuck

The invasion of Czechoslovakia in August of 1968 by Soviet
(and allied) troops brought forth a spate of slogans such as
'Russian Tmperialism', and in general broughl once more into
question the nature of transitional societies. However, it is
not only the invasion ilself that raises this question, but also
the events that led up to it. The undoubted upsurge that
occurred in Czechoslovakia was to some extent or other comm-
unicated to most other East European countries. Moreover,
the fact that there was undoubtedly a process of 'liberalisation’
being unfolded, both politically and economically, indicates that
simplistic and naive explanations will not suffice.  Be that as
it may, it certainly renuuns true that here in Britain there is
a large body of opinion - niunly in the IS group - that holds o ;
the theory that the Soviet Union and the other transitional i
societies wre a [orn of state capitalism.  One of the best
known proponents of this theory is Tonv Cliff.  His book,
"Russia - A Marxist Analvsis™, has been published in three
different versions, the first one as an internal bulletin of ihe
R.C.P. in 1947, the third in a revised and enlarged edition in
1964. To this extent his theories have played some part m
shaping the ideas and attitudes of many socialists, therefore
these theories must be accorded the importance they andoubt -
edly have.

Given the faet that { have had to deal with a book ol nearly
four hundred pages, it is clear that 1 have not been able to
deal with every point raised. In this essay I have confined my-
sell to dealing with only certain aspects and problems, those
that T feel are relevant to an appreciation of Marxist political
economy.

I

A great deal of one's understanding of the nature of a trans-
itional economy depends to a large extent on one's knowledge
of what is new and whai remains from the previous capitalist
economy. Because ol this the question of the operation (or
otherwise) of the Taw of value becomes of Key importance.
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Preobrazhensky says that "the law of value is the law of
spontaneous equilibrium of commodity-capitalist society” (1.
However, it is necessary to emphasize - as he does - that this
law is not an expression of the relalionship between things,
material objects, but rather relationship between people.
Whilst the law of value determines the relationship of prices
for various commodities, it must never be forgotten that behind
the various catagories - value, price, surplus value, ete. -
are people whose social relationships are veiled and myslilied
by the intervention of these calegories.

The law of value has as ils foundation the labour theory of
value. Driefly stated, this postulates that the exchange value
of 1 commodity is determined by the average amount of socially
necessary labour required to produce it. ach commodity
has two Lypes of value, use value which is determined by its
utilily - real or imaginary -, this being a precondition for its
arrival on the market: and exchange value which expresses
the average amount of socially necessary labour. Iixchange
value, or value, is therefore abstract labour in the sense that
all commodities have il although they have been created by
differing specific kinds of labour.

Let us look at this question ol socially necessary labour
little more closely. Those who assume that socially necessary
Libour time is merely contingent upon technology and its appli-
cation are guilly of a vulgarisation of the Marxist labour theory
of value (2). 1l is certainly true thit the given state of tech-
nology plays some no small part in determining the amount of
Libour necessary lo produce Q commodity. However, it is
contingent on more than this. Both the state of class forces,
and the general class character of the society, along with the
state of demand enter into the determination of what is socially

necessary.

Baran and Sweezy show that in the U.S. automobile industry
it has been estimated that the cost of model c¢hanges which add
ine Lo the auto's utilily averaged around 25 per cenl of the
purchase price in the period 1956-60. TFurthermore, they
eslimated that auto model changes were costing around 2.5
per cent of the Gross National Product of the U.S. A, in the
same period (3). This is very interesting when one compares
the Britlish detergent industries sales costs, these also work
out at 25 per cent of the purchase price. The point here is
that in both instances the extra labour «.ubodied in such sales
efforts or model changes was 'socially’ necessary trom the
point of view of monopoly capitalist society. Trom the point of
view of a rationally planned society much labour today 1s
totally unproductive, e.g. Polaris submarines, but not from




the point of view of the capitalist who makes a profit out of such
products. *

Similarly, the staie of demand, i.e. market forces, also
comes into play here. Whilst it may take X number of hours
to produce an automobile, and with the given slate of tech-
nology ete., these X number of hours are the average socially
necessary number required: if the market is unable to absorb
all the auto's produced it means that the total amount of labour
time invested in auto production has been too much, and there
will have lo be adjustments made accordingly. In the case of
a competitive market the price for the auto's will have to be
reduced so that they may be selling below their individual
value.

Therefore, it is necessary to take into account more than
technological factors in the labour theory of value. What is
socially necessary is itself socially determined, and to forget
this is to fall into ¢n economic determinist vulgarisation.

11

Well, how does the matter stand with Cliff? Tis intro-
duction to this question is unexceptionable, if rather timid,
since he uses his favourite method of doling out large quota-
tions from the originator of the theory. However, as soon as

he comes to apply the method he begivns to demonsirate his
unsureness. Cliff introduces the subject in his chapter on
"The Economy of a Workers' State" with these words -

“"Now, the law of value holds absolute swayonly under
conditions of free competition, i.e. when there is free
movement of capital, commodities and labour power.
Therclore, even the most elementary forms of monopo-
listic organisation already negate the law of value to a
certain extent. Thus when the state regulates the
allocation of capital and labour power, the price of com-
modities elc., it is most certainly a partial negation of
capitalism...." (4). T

9

* One of the problems associated with Baran and Sweezy's
use of the concept of surplus is that it blurs the distinetion
between productive and unproductive labour in the sense
that Marx used it.  Marx used the term productive labour
to denote thal which produced surplus value: unproductive
labour may be necessarvy, e.g. doctors, but does not pro-
duce surplus value.  Unproductive labour, therefore, is
paid out of surplus value. However, much unproductive
labour under capitalism is nol necessary from the point o
view ol a rational sociely,
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To clineh the point Cliff brings in a quotation from Lenin -
"When capitalists work for defence, i.e. for the
government treasury, it is obviously no more 'pure’
capitalism, but a special form of national economy.
Pure capitalism means commodity production. Com-
modity production meuns work for an unknown market

.m(5).

The first point that has to be made here is on Cliff's usc of the
term free competition, one can only assume that he means
perfect competition, i.e, a static equilibrium model. In this
he betrays his faulty understanding, for the law of value
operates without these conditions obtaining.  Clitf, here is
making the mistake of confusing prices and wvalues, and the
fact that under certain conditions prices deviate [rom values
(in fact it is more normal for them to do so). But this is not
to sav that the law of value is nol operating. Price is a
measure of value, not its determinant, Marx explains this
To numerous passages in his own works, but one example will
suflice -

“1f demand and supply balance one another, lhey cease

to explain anything, they do not affect market-values, and

therefore leave us even more in the dark than before

concerning the reasons for the expression of market-

values in just a certain sum of money and no other. " (6)

Marx was pointing oul that one must look further than the
equilibrium of supply and demand to explain value, and that
the operation of the law ol value was not dependent upon perfect
competition holding sway.

Clift commits another error, an apparently semantic one
but nevertheless important in constructing his case, when he
talks about the "partial negation’ of the law of value. How can
ihere be a partial negation? Negation of something means its
total opposite is achieved. The reason for this slip is evident
whein he goes on Lo talk about the rpartial negation' of the law
of value being a "partial negition of capitalism™. The condi-
tions which Clifl describes are modifications of capitalism, but
the totality remains capitalist. - 'ise what are the parts
that have been 'partially negated™? Are they some sort of
indeterminate social order as yet unknown tous?  The
introduction of monopoly certainly modifies capitalism, but it
remains capitalist.  CLff was also unfortunate in his quotation
from Lenin, I one reads it with & modicum of care one can
see that Lenin did not speak about capitalism being negated,
partiatly or olherwise, nor does he speak about the law of
vilue being megated', he only speaks aboul capitalism being
"no more pure'’, e, IUis adulterated or modified. His
reference Lo a form of national economy must be read in this

tight.



Now, the point I wish to establish here is that apparentdy
harmless semantic foibles can become the basis of quite
erroneous conclusions, because they tead (o vague and conty
thinking, as I shall try 1o establis! fater on in relation to the
operation of the law of value in the Soviet coonomy.  More-
over, one should also be very caretul when on nquotcs Drom gy
source that such quotations do i fact bear out the wrounient |
also the quotation from Lienin only asserts (he proposition, o
does not establish it. This 1s not proot, for ClHt v is reeiels
hiding behind authority,

Ll

However, let us return to the quesiion of monopolv, since
an understanding of 1t will ass:st in coming to grips with the
main question, Now 1t Is quite true that insofur au the mono-
polist has control ol his market, the price charged tor his poods
can be determined subjectively to a considerable extent, b,
there is a strict limit as to how lar prices can be varied.
Even taking the exireme {(and highly theoretical) case ol u
complete monopoly for one commodity, the monopolist will not
be able to control all consumer expenditure, he must compete
for his share of the acgrepate demand. Therefore to this
extent he is subject to competition. Morec since the law
of value is expressed in exchange (not coniy on as Cliff
asserts) the monopolist is subject to it.  Certainly the mono-
polist can accrue a larger share of surplus value proportionate
to his capital than he would under conditions of perfect com-
petition, but this will be it the expense of the non-monopolised
sectors of the economy. Very often this surplus profit of
the monopolist is garnered because of the productivity
differential, which is brought about by economics ol scule, or
innovation, and new products.

o

Cliff moves towards his theory of state capitahism via his
ideas on monopoly, and as usual backs himself up by serving
up some quotations, this time {rom Hiltferding, thus -

... When Lhe monopolist associations ubolish compe-
tition, they remove with this the only means by which an
objective price law cun be realised.  Price ceases to be
an amount determined objcctively, and beeomes a
problem of calculation for thore who det-rudned it with
will and consciousness; iuzicad oo 4 vesals iU becomes

an assumption, instead of b, olgeciive subijeciive,
The realisation of the NMarxist thoeory oo coanveniration
monopolistic merger - seem= (o lead to “he b i

g

of the Marxian theosry of value.



o s base thewr regulating function and become
. rcans of distribution, The economy, and with

Capoaents of ccononiie activity, are more or less

L be o he state, becommg ils sub- ordinate. ' (8)

orite o0 Hiferdine, he s clearly in the wrong

; o is o thar ronopoly suppresses compelition

CHe e e sphiers B eees soondy fo find i breaking out

Gnily ad auother lovel,  NMorcover, we can no

oy comiide Gy aoont mokopely Suppressing com-

G orC g el speak uboat the periodic sup-

G Cora bl Phese are lew, i any, complete

e e ce a nuinber of oliepolles . e WO

RIS Lotwpoiies in the Marxist usage ol the

o tons iational markets.  Far from stopping

crante vie for a bigger share of the given

2o carlier none of these monopolies

. since even the largest

o vorld only constitute a small percentage of

; e v coibon i ceonomies () I'urthermore,

Pt cone <ecoav o be fadling into the error of confusing the

deten s nd endge and ile measure, 1.e. price is the measure,

R cotte neeessary bour is the determinant,  To use

st e sae o ruader Lo measure a length of wood, but the
S tetermme the amount (o be divided.  There-

<o thal ander monopoly prices lose their

)
it o

Gt pevanny bonctions heis standing the process on its head.

Pt s distoean ongy determine his prices subjectively

i 4 oeven e o' ovaetables, bevond these limits he is
Vst o eoriain reaeket determined factors which are object-

FRTE toes covinniy troe that piven a certain level
Sty e e 2 dheree from vadue Tor individnad commodi-
Diem . rai nereiee e geon; (o be determaned subjectively, but

{fensr e e e aevels distortions ol value,  The more
Ve e e cectes sl the feononny diverges from value in

Sy o eeo e v ticn, the more prices will diverge
Frone wiiue oo Jdownwards direciion in the competitive sectors
o e cednin e tmpossible to extract more surplus

Aloe fron Lie ecotaniy than is created within it

o enbd et (blrerdive, and CLET, both make the same
o hat the law of value is expressed in

i
t o thal the competitive - or free trade -
! . el tori eprsode in the history of capitalism.
oo : Sioee - s osueh higher tevel - o many of
[ETEEE S A sfaniey,

Coobe U g oal meechanism o of a
. : oo dhot Bk basie



methodology is revealed. This methodology is undrilectic,
being a form of formal logic, one that admits to no unity o0
opposites or contradictory totalities. e says -

"Stale capitalism and a workers state are two stoves

the transitional period from capitalicin oo i State
capitalism is the exlreme opposite to soriii - thev gre
diametrically apposed, and they are e s il v e

with one another.™ (10)

This passage confuses stages, which by their nature e
intermediaries, and phenomena that are opposites, nad CApPUsSes
the linear concepis underlving such thinkinw,  Moveovere, o
confuses lorm and content. A workers’ state i= o =ynines s
of previous contradictions, because a4 workers' stric aoipshes
state capitalism, {i.¢. those propeviv fovin:s wlrcio are Siale

owned bul subordinated to the vecas o monapats
along with the expropriation of the iow ‘
and judicial forms have deceived CHHED i . :
state capitalism and o workers’ stole are pwo St 1 e
transition to socialism he shows clearly tht beoos ai econn-
mic determinist not o historical nuites st Loorea o Tron
Cliff's point of view, capitalism is "onis’ orrar et
feudalism and socialism! To talk of stree= i b
betrays a fatalistic view of history, of irevitainh
crude form.

ooy

Moreover, if state capitalism is o =tirge ¢
how does he account for Thnsmark’ s nationdisza.ion
G

German railways in the nineteenth confurs o oar %5 s
nationalisation of steel®  To play orod it v by saava o

state capitalism and socialism ave dhitacinie b oppesed
and they are dialectically vnited” i o e e e al
lectics. That thev are didnetricaiis ompovial e

state capitalism {in the sense used shove wiebes Ty SRR
ist relationships to their extreme,  Tne vatiatedo e
take place under a capitalisl reainie e ot G

the bourgeoisie's rule, rather ey moeve ot

Politically under a social-democrn cove e
served Lo impart illusions among the werk:

ally they have enabled unprofitable mdustr: U T
and put in order to serve the monopolies e nationgg b o s
of a workers' state may only secmn fo pust thowe fagge Do thep

but their content is of a completely ditfercnt pder, boonr s
the milure of the state that under ke looy v e pre o o
of a chanved relationship of clacss : ;

the hourgeoisie is expropriated, 115 Do tie et

the levers of power. Far from boios i siage 5 ey
i.e. one that has diveet and palpeble Troke it
IRy ot

before, it represenls a sharp broak wd
diatectical unity.
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This misunderstanding explains why for Cliff, and his
iollowers. the nationalisations in Cuba, and, for example, in
Egypt, seem to be of ithe same character. Tn both cases they
arose oul ol a struggle with imperiilisi, yet the outcome
expresses a very different relationship of clags forces within
the respective countries.

Cridr pantinaes

" in a workers' stute, wage labour ceases to be a
commodity. The 'siale’ of labour power is different
from the sale of labour power under capitalism, because
under a workers' stute the workers as individuals do not
sell their Jabour power buf put it al their own service in
the role of a collective” (1D).

It is here that CLiff displays his inability to grasp the transit-
ionnl nture of a workers' state.  Value and material “wealth
GTe aniagoniciic beearse, ail other things being equal, an
increase in productivity will lead to a decline in the value of

the commodity produced.  This is becausc the average socially
peceasiry Tabour reosred s tor each unit of production.

‘ ver ol oowiety also rests upon the
fact that s0 long we dere wo strugshe between the need to raise
productivity Lecause of tae rebaoe shortave of commodities)
and the needs of tie Sorhers, tere will have to be
some means of meas oeach individual contributes lo,
and receives from. F von pool of social wealth,  Only
W society of mater s we will it he unnecessary to

! RIS n: this common pool, and
also use this rationice us a4 vocrcion 1o motivate labour.  Work

Nt S s

ration what each lpdive

droscch a sociany of o chwndiree will have ceased to be
tabour.

Now, B e woahers’ it Soatt reindividual worker's
POSiiin s rCiation ot e oo edection is nearer to
vapitads R " Ctos e anexpression of the
RIS it oo Yeemse there is a divergence

beiwe P . et and his role as member
i il e two roles converged, his
role ‘ xpressed his subordination
toovapl ! v vessme he remains subordi-

Lat e but not as a member of the

I is ponsense onder o fransitional regime a
worker does ooneower fe the collective, and it
18 saphistry ¢ oat Utheir own service'.
There is atill anoescis oo o7 con randities, e, labour power
far conaumipton e o gt b <till regulated on the basis of
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the law of value, i.e. average socially necessary labour.
(Forthe sake of simplicity I ignore the question of social wages
here). To use an analogy, do not trade union officials sell
their labour power to their union, i.e. to the collective? Do
not workers in a co-operative sell their labour power? How
can any worker put his labour power at the service of the
collective except by selling it for a quantifiable number of com-
modities, Until there is general abundance of goods value will
determine distribution, T

Cliff's confusion arises because he fails to distinguish between
the collective ownership of the means of production and the
private ownership of labour power. Labour power is a unique
commodity in this respect, it can only be privately owned,
because it cannot be seperated from the worker who supplies it.
Cliff further betrays his confusion when he says that in a
workers' state labour power will cease to be a commodity but
immediately follows this by saying the sale of labour power is
different from under capitalism. If labour power is no longer
a commodity it is no longer labour power. When the power
to labour ceases to be sold, the labour expended in produclion
ceases to be labour mediated and alienated, it becomes work by
which means men identify themselves as human beings, it
becomes a spontaneousactivity without coercion. But in a
transitional society this coercion still exists for the individual
worker, he must still sell his labour power, not his labour
and Cliff confuses these two categories.

During the transilional period it is in the consumption goods
sector (wage goods) that commodities remain in circulation
longest after the overthrow of capitalism., This is because of
the private ownership of labour power, and because it is
impossible for even the most efficient planning authoriiy to
plan consumption to the nth degree. To abolish market
relationships in this sphere it would be necessary either to
impose iron rigid rationing (which in practice would break
down) or to achieve abundance.

For Clift the economy of a workers' state remains a closed
book, he is unable to comprehend its transitional nature. His
criteria for labour is essentially one that can only apply under
socialism, a society of material abundance. In such a society
it will be inappropriate to speak about labour power, because
this along with all other commodities will have been replaced

by use values.,
\

When Cliff searches for the law of value within the Soviet
Union he is unable to find it, But he is left with a problem -
'if this is a form of capitalism, the law of value must operate,
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therefore where does it arise?' Quite correctly he rejects its
operation within Department 1, the capital goods sector of the
economy, since the state only uses prices here as an account-
ing device, there being no market for such goods inside the

Soviet Union. Goods in this sector are allocated in a fairly
precise way as to their use, therefore the prices 'charged'’

for them are an accounting device. Yet these prices are not,
and cannot be, arbitrary (as Stalin found out), they must have
some objective determinant of value. This determinant arises
from the buying of labour power, this enables prices of pro-
duction to be formed. CIliff rejects this conception, and also
the operation of the law of value in the wage goods sector of the
economy, he says -

"Hence if one examines the relations within the Russian
economy, one is bound to conclude that the source of the
law of value, as the motor and regulator of production, is
not to be found in it. In essence, the laws prevailing
between the enterprise and the labourers and the employer-
state would be no different if Russia were one big factory
managed directly from one centre, and if all labourers
received the goods they consumed directly in kind, " (12)

There is a confusion here between the technical division of
labour and the social division of labour that obtains in any
capitalist factory - be it large or small. There is an im-
portant difference between the two types of division, one is
dependent upon technology, the other upon the relationship of
classes. For the working class under capitalism this differ-
ence is expressed by its condition of propertylessness, i.e.

it does not own the means of production, This division is the
fundamental one, not as Cliff implies the technical one.

There is also the astonishing claim that a social system can
operate while one of its most fundamental laws of motion is
excluded, One can only admire the audacity of such a claim,
But, whatever else this society is, it cannot be capitalist
without this law working internally.

How does Cliff resolve this? Since foreign trade is such a
small proportion of the economic activity he is unable to use
even this as a means of inserting the law of value into the
Soviet economy. Therefore he comes up with the most bizarre
idea - that of arms competition, that is that the arms race is
the instrument of the law of value being inserted into the
Soviet economy. *

"Hence the commerical struggle has so far been of less
importance than the military. Because international
competition takes mainly a military form, the law of
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value expresses itself in its opposite, viz., a striving
after use values." (13)

"The state does not offer another commodity in exchange
for armaments. It pays for them out of taxes and loans
levied on the whole economy. In other words, the burden
of armaments is spread more or less over the whole
economy. ... use values have become the aim of capitalist
production. ' (14)

"The law of value is thus seen to be the arbiter of the
Russian economic structure as it is seen in this historical
situation of today - the anarchic world market." (15)

Error and confusion abound here. In the second quotation
Cliff has made a detour into looking at capitalist arms pro-
duction, and this should be kept in mind when reading what

follows.

Firstly, the law of value is expressed through exchange, re-
call the two types of value a commodity must have - use value
and exchange value. Use value is the particular form which

* Mike Kidron in International Socialism no. 32 attempts
to get around this embarrassing solution put forward by Cliff
by suggesting that the law of value exerts itself on the Soviet
Union through foreign trade. But he is either very mis-
informed or is displaying studied ignorance when he tries
to do this. He argues that the Soviet Union is dependent on
the world market for certain essentials and thus subject to
the law of value. But the percentage of the national income
of the Soviet Union accounted for by foreign trade was only
3.9 per cent in 1964, and there seems to be little evidence
that this has changed in the last few years. In 1940 the
figure was a low as 0.7 per cent, so that there has hardly
been a dramatic increase. From 1950 to 1964 the proport-
ion of imports to national income increased by an annual
average of less than 0.1 per cent. Some dependence! But
this does not tell the whole story. Trade with the advanced
capitalist countries was still only 19 per cent of the total
foreign trade in 1963, and over a considerable period has
remained constant at 0.7 per cent., Kidron argues that the
Soviet Union is dependent upon the world market for certain
"techniques, equipment, material...", yet conveniently for-
gets that for many years there has been an embargo on
so-called strategic goods which could be sold to the Soviet
Union by the Capitalist powers. One can appreciate his unwil-
lingness to be saddled with Cliff's 'solution’, but this really

will not do either.
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an exchange value clothes itself in when it appears on the
market, i.e. it musl have some ulility for the buyer, and none
for the seller. The exchange value is an expression of the
average socially necessary labour embodied within the parti-
cular commodity.

This exchange value is abstract or generalised labour. The
only method we have of determining the relative exchange
values of commodilies is by exchanging them. For such an
exchange Lo take place competition between buyers or sellers
or both may be taking place, but it is not a vital part of the
act., Cliff by substituting the word competition for exchange
{hinks he has resolved the dilemma, one of his own making.
But if we were lo take his crileria seriously we should end up
by seeing the law of value expressed via competition at the
Olympic Games! From being a scientific and objective tool of
analysis, Cliff has reduced the law of value to the lowest sub-
jectivism that borders on the mystical. To bring the subject
back to the level of reality, one has only to point out that any
workers' state in a situation where there is a threat of affack
would need Lo produce arms. Would Clilf deny this need, in
case thev succumbed to the law of value? By trying to place
the loci for the expression of the law of value outside of the
economy of a lransitional regime Cliff (and Kidron) by impli-
cation - following his logic - denies the possibility of any sort
of workers' state being created on a stable basis so long as
one capitalist couniry remains inexistence. On Cliff's
reasoning, just so long as any workers' state produced arms
for defence it would be dominated by the law of value, and
would in facl be a state capitalist regime.

Secondly, o argue that capitalism has replaced the profit
motive with the aim of producing use values is also a flight of
the imagination., Tt is true that the buyer in any exchange will
be searching for a use value, a utility, but in any capitalist
exchange the seller will be seeking to realise surplus value,
i.e. to make a profit. The slate, when it buys arms, is in
its capacily of buyer, seceking such a utility, but are we to
believe that the sellers are only interested supplying these
ulilities? 1Is there not a profit lo be made on such trans-
actions? Ferranti? Moreover, the arms manufacturer is
a buyer of labour power, and will seek to realise the surplus
value extracted. Of coursc the economy as a whole pays for
such arms, bul who profits, and who makes up the majority
of the teconomy' when it comes o paying taxes? Cliff,
makes the error in this instance of secing production as
being delermined by the market, by demand, forgetting that
this inverts the Marxist method of viewing the position,

i.e. demand is determined by production and investment.
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Now, is the law of value lhe arbiler of the Soviel economy as
Cliff asserts? The answer must be an emphatic no, If the
law of value had been the arbiter it is certain that the Soviet
economy would not have progressed as far as il has done so
up tonow. To say that it was controlled by the law of value is
to suggest that the market determined the order of priorities
and the allocation of resources. There is no market in that
economy in Department 1 (means of production), since the
state produces, allocales and utilises the goods directly.
All this is planned before production, and not adjusted after
the event by the market. T1f the law of value was the arbiter
it would have meant that capital * would have flowed into the
most profitable seclors of the economy, which given the level
of productive forces at the beginning of the five year plans,
would have been the consumer goods industries, agriculture,
and a general dependence on imports for industrial goods.

This is not to say that the law ol value can be ignored or
forgotten, it cannol. In a transitional sociely seeking the
optimum growth rate the law of value has to be broken, but
in a conscious way, by the use of very careful accountling so
that the working class is very much aware of the transfer of
value from one sector of the economy (o another.  OF course
the Taw of value exerts itg pressures in any society that has
not yet reached the stage of material abundance and still secks
to raise labour produclivily. The most efficient weapons a
workers' state has in the consciows nmanipulation of the law of
value are planning and its monopoly of foreign trade.

Suppose that a workers' state needed to import cerliin
machines, with which to start a new industry, from capitalist
countries. For this it would need to have foreign currencies,
therefore it would have to exporl goods Lo earn these. (I am
ignoring the use of gold, but the same scheme would apply).
Now, assuming that the goods, that it had available for export
were such that it cost more (o produce them than they would
earn on the world market, such goods would have to be sub-
sidised. This would mean that they would have.lo be sold
below their value, but at world prices. This would be an
indication that the productivily differential was markedly in
favour of the advanced capitalist countries. However, for

* CIliff does not seem lo grasp the difterence between
capital and means of production. The (wo are nol neces-
sarily synonymous. Capital is thal quantity of value put into
circulation to gather surplus value for private appropriation,
In this sense means of production in a workers' stuic does
not conslitute capital.
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such goods to be exported at a subsidised price would mean
that other poods within the workers' state cconomy would

have to carry an extra burden ol taxation Lo enable such a
transter to take place. Unless the state had a monopoly of
foreign trade il.is likely that cheap imports would come into
the country and undercat the home produced goods bearing the
extra taxation. Tt is by ils monopoly of foreign trade and
planning technigues that 2 transitional economy can manipu-
late the law of value.  Internally this manipulation is

carried sat by the pluming process, by the direction of
meeshment info means of production which would have a low
profitability but a high social priority. Therefore, although
the Liw of value would exert its pressure, il would not be the
arbiter, In « transitional society conscious planning and the
Taw of value struggle for supremacy. If the society is to move
townrds sociatism the market must be subordinated, but it
cannol be eliminated until there is general material abundance.

Clift sicually fails to wnderstand this process and its appli-
cation to the Soviet Union.  Far from being regulated by the law
of value it was ouly by its manipulating it was able to overcome
the historic backwardness that dominated pre-1917 Russia.  The
fact that this was done at great human cost should not blind us
o this tucl. Cliff sees that capitalism in its early life sub-
jected the working class to brutal exploitation and equates the
sacrifices imposed on the Soviet working class with this pro-
cess. Had he understood the process of the industrial revo-
lution here in Britain and ithen compared it with Soviet indust-
rialisation he would have realised that the paitern of develop-
ment was very differen!,  This difference cannot be explained
by the difference in thme, it basically devolves on the social
patterns imposed by different classes historically.

Vi

Cliff spends twentv-nine pages of his book discussing the
“Law of Value and Crisis”. In the process he takes us on a
conducted tour of some of the literature of the subject. We
are given snippets of Bukharin and Tugan-Baronovsky, and
given an outline of the stagnation and expansionist theses for
overcvomsing crisis.  (Incidentally it is clear that Cliff is very
much mfluenced by the idea that ¢risis = slump a la 1929).
At each step we feel that perhaps we are getting nearer to
Cliil’s own theory of erisis in relation to the Soviet economy,
bul alas this is not to be the case, After twenty-nine pages
of exposition he prefers to duck the issue s0 -

“Given the world situation today, it appears that the war
cenmotny Csolulion” is the v expedient of the Russian
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bureaucracy until such time as either sociulism or bar-
barism will render a 'solution' to ihe contradictions
inherent in capitalism - orthodox or stale-superfluous. '

How anyone who chooses to describe a society as 'capitalist’
can beg such a fundamental question is, to say the least,
difficult to understand., How anyone who clainms to put forward
a coherent theory can duck ovut on this and soail Lo, o 1o
credibility is also difficull to understand. Not once does CUff
attempt to suggest in what form the 'crisis' will taks i the
Soviet Union. By any of the normal Marxist criteri. | unem-
ployment, cyclical fluctuations, declining rate of profit, surplus
capital, export of capital, the Soviel Union cannot be described
as capitalist. After twenty years or so of the theoryv of state
capitalism one would expect that the author could draw some -
even tentative - conclusions. But this is not the case. Instead
of an altempt to grapple with the problem, it is shrugeed off

by saying that history will solve this problenc. oo theory.

Clift's whole theory, so impressive at lirst sight, is on
closer examination seen to be a set of eclectic ideas summed
together with yards of quotations. At heart this failure is
one of a lack of undersianding of dialectics, the dialectics of
transitional societies. He is unable 1o view mutters in any-
thing but a black or white, formal logical view. Trotsky
once remarked that Marxist theory without dialectics was
like a clock without a spring, never was it more apt than in
this case, Cliff's 'clock’ has shown the siune time tor the
last twenty years or more, it bears all the marks ol the times
of its birth. That was a time of retreat and isolation for
revolutionary Marxists. The conmmunist pmovemenl was, 1n
the large majority, still in the 1wy grip of Stalinisig, and
imperialism seemed o be all - powerful. It was Lttle wonder
that the times produced such theories ot despair.  For uake
no mistake about it, this particutar theory is fundamentadls
one of despair. Each victory for the international revolution
has been seen as a victory for - stale capilaitsin! S0 pro-
occupied with victories tor the "burcaucracy’, that e defeats
of imperialism seemed to have been hail-tovrgotten.

When CIliff first put forward his theory 1t was seen as an
exceptional situation, the backwardness and isolation ot the
Soviel Union were the muin factors in the desclopnent ol
b Uie we ave had the

'state capilalism’. Ye! sice th
Chinese revolution, Culug, Vietnang, ooi, oo G ind thc

exception has become e 1ale according o Uil 10 must
be a very gloomy warld looking out of S vindow,
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Appendix
On the Use of Statistics_

One of the first things that strikes anyone who delves into
Cliff's book is the large amount of [actual material gathered
there, One is presenied with page after page of *hard faced
facts', who march forwards in solid array, until one is al-
most numbed by their quantity and scholarly annotations -
almost, but not quite. On closer inspection their validity
begins to be put into doubt.

On page thirty-three Cliff launches into a discussion of the
subordination of consumption to accumulation. He says -
"Under capitalism the consumption of the masses is subordi-
nated to accumulation.’, and emphasises this by stating that
this is a '"basic relationship'. He then produces a setl of figures
to show that this subordination is prevelant in the Soviet Union.

Division of Gross Output into Means of Production and Means
of Consumption

1913 1927 ‘28 1932 1937 1940 1950

Means of
Production 44,3 32.8 53.3 57.8 61.0 68.8

Means of
Consumption 55.7 67.2 46.7 42.2 39.0 3L.2

There are a number ol points on this one simple table.

Firstly, gross output tells us very little. We need to know
net figures for means of production, i.e. how much is new
accumulation.,  Secondly, the 1913 figures disprove the

point Cliff is making. According to his own definition,
Russia in the year 1913 was not a capitalist country! Thirdly,
there is no explanation as to what the categories being used
mean. Are they value calculations, price calculations, or
what? The reader is presented with a generalised stalement,
but given no terms which defines them. Marx used the two
departments of production, means of production and means

of consumption, in a highly abstract manner, here we have an
attempt to use these abstract terms at a much lower level of
abstraction and the result is confusion. This may impress
those unused to such calegories but it beirays bad methodology.
Clifi's definition of capitalism and the subordination of con-
sumption is so vague as to be meaningless. In any society
all new accumulation that takes place is a curtailment of con-
sumption, to the extent that it is not consumed, Moreover, no
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society can survive 1f it dues not subordiinae prescol Coustcoap-
tion to ensure replacement of raeans of production used up i
production, Every farmer who keeps back a portion of whe
to sow in the spring of the following veur is subordiniing bos
consumption. CIliff presents a supra-histvrical ciegory ander
the guise of talking about capitalism and as such il is meaning-
less.

Still on the trail of subordinating consumption to accuniu-
lation Cliff gives us turther figures.

"The quantity of cotton goods available (in the Soviet Union)

for private consumption fell from 15.2 metres per capita

in 1927/28 to less than 10 metres in 1940... One can see

how low these figures are by glancing at the figures of

output ... in Britain in .. 1937 60 sq.ms. of cotton goods
.were produced per capita, ' (16).

Cliff makes an astonishing mistake here.  He compuares
unlikes, you cannol compare Lousumptmn with outpu. unles
you are dealing with closed econowmies in which all output is
consumed internally. Cliff also forgot that even in the
1930's Britlish collon goods were exported, so that total
production tells us nothing wboul consumption at home, if
may have been lower than in the Soviet Union or higher, but
you will not be able to determing this from Cliff's figures.
Finally, he compares metres with square metres, which
may be the same but we are not told.

A similar mistake is made when ClLiff is dealing with
housing.

"In the sixteen years between 1923 and 1939 there was an
increase of only 106, 6 million sq. metres in Russian
towns whereas in England and Wales in four years 1925~
28 alone a total floor space of not less than 70 million
sq. metres was built,” (17)

Again we are asked to compare unlikes. Russian figure
is presumably one {Eat excludes rural and other non-urban
housing, but on the other hand the ficures for England and
Wales are total figures which would melude each aree:,
Also one has to tuke into aceount (he fact that the sovat
rural population was not only absolutely but also reiatiy -
ely much larger than i Enclund and Waleg, theretore it
would be necessary to include rural areas to obtumn o
true picture. Chif goes on about housing

Yoo

"Some idea of whai o liviay space of 4 <o aee. creans
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be gained by considering that in Britain the minimum
allowed in new buildings is from 550 to 950 sq.ft. per
dwelling, or about 51-88 sq.ms."

But the 4 sq. m.s does not include kitchen, bathroom, hall
etc., according to Cliff's own figures for the Soviet Union, so
that when such items were added in they would be considerably
more than 4 sq.ms. Of course even then such living accom-
modation would be poor by British standards, but why make it
seem worse than it actually was by comparing two different
standards? Cliff is comparing dwellings with a narrowly
defined living space. T

Other slipshod handling creeps in elsewhere, e.g. on p.35
two indexes are used to make a comparison, but they have
different base years, which makes them useless in deter-

mining the point at issue.

1 have no doubt that the Soviet workers and peasants did make
huge sacrifices during the first five year plans, and I do not
think there is much doubt that the standard of living did fall.
That is not the point at issue here. What is, is that one
should not try to bolster up a case by mis-handling statistics.
The net resull is that much of the evidence that Cliff presents
must be suspect, his mistakes on quite simple sets of figures
makes the other more complex tables highly suspect, but
without access to the originals it would be difficult to deter-
mine how far he has used them correctly.
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Bukharin and Socialist Realism

B. Biro

Zhadnov's name has been associated with the doctrines of
'socialist realism' - but he was little more than a literary
policeman. However socialist realism has had a propounder
of some Marvist culture - N. Bukharin especially in his
report on Poetry o the 1934 Writers' Union Congress*,

In this report Pokharin discusses in au intelligent way the
work of weny pocts, including Pasternak. He then makes
some general pomts which he enumerates as follows:

1. It is necessary to raise poetry to the level of our epoch.

9 We must proceed to the task of summarising life in
poetry: on the basis of the concrete and individual, we
must proceed to the portrayal of the richly variegated
and dissected whole.

3. All the diversity of life must form material for poetic
creation.
“Unity should be achieved through the point of view f{rom
which the material is treated by the poet, not by im-
poverishing the muterial ilself. This poinl of view 1is

{bat of the triumphant struggle of the proletariat. ™

1 toras should be the most diverse, unified by the one
cv.o atvle or method of socialist realism.

" Gociatiel realism is the method of depicting the real
vorli Htfering i content from bourgeols realism and

e has o o dictinet atyle.

Om tae firs! fwo peints he does not say much, apart from
gueling M to show thal communism aims at an infinitely
divercified development of human wanlts, and {rom Lhis he
concludes the entire diversily of life should serve as poetic

material,

On il points about the diversity ot material and forms
¢ achicved within a unified point of view, he says:
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"Unity does not mean that we must all sing the same
song at the same time... Unity does not mean the pre-
sentation of the same ideal types and 'villains', not the
abolition, on paper, of all contradictions and evils.
Unity consists in a single aspect - that of building
socialism. All the richness of life, all tragedies and
conflicts, defeats, struggles, must become material for

poetic creation."

The demand by Bukharin for a unified poini of view in poeiry
seems Lo be connected in his mind with a vision of Soviet
society itsell as being essentially a unity. All the diversity
of the activities of the citizens are comprehended, he seems to
be saying, by the whole system, a system engaged on the
conslruction of socialism., Thus he demands that when an
individual or a type e.g. The Red Pilot, is depicted, he should
not be taken in isolation, but in such a way as to show he
forms a unit of the life of sociely, a particular focus of this
life.

"If not we shall be threatened with the danger of poetic
work becoming departmentally alienated from life and
bureaucratised, orders being issued by the People's
Commissariat of Communications, by the Peoples' Com-
missariat of Education, by the Trade Unions etc."

This use by Bukharin of the term 'alienation’ is rather
interesting. One of the sub-themes of Marx's critique of the
alienation inherent in capilalist society is thal modern man
is not an integral being. Of course in his writings on his-
torical materialism he emphasizes that the life of social man
forms a totalily with one history - that it is mistaken to talk
of the history of literature, of ethics, of constitutions, or
even of economics - that one must always be conscious in
each of these fields that they are only abstractions, different
articulations, or expressions, of a common human substance:
even if the poet you study is a full-time poet he is no
Robinson Crusoe, he has an infinite multiplicity of relation-
ships to the rest of society, from the most material - where
does his food come from? - Lo the most refined intellectual
influences. Thus Marx opposes that account of history which
represents it as the mere sum, or resullant, of autonomous
so-called 'factors’.

Nevertheless, granting all this, the tendency to write sepa-
rate histories cannot just be dismissed as a mistake. If we
are Lo be true to our method, this tendency too can be shown
to derive from the character of the social whole. Not justin
ideology but in reality, the various expressions of social life
have been fragmented and estranged from each other. This
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has partly to do with the extreme lengths to which the divis-
ion of labour has been taken. Professional politics, art,
philosophy etc. make plausible the separation of these spheres
from each other and from the whole. Alienaled labour and
commodity fetishism are also relevant herc.

At all events Marx noted that inslead of being an integral
being man was at odds with himself - economics says one
thing, morality another. In socialism these various contra-
dictions and estrangements in social life were supposed to be
transcended and man was supposed to establish himself as the
self determined subject of his world instead of having the
economy, the state, morality, religion, etc. standing over
against him as exteriorised delerminants.

Now Bukharin seems to have implicitly acknowledged that in
Soviet society the various Ministries he mentions have deve-
loped their own bureaucratic empires and may wish to make
poetry serve their own narrow inleresls and identities. He
seems to think that poetry can mediale between the individual
and the universal by showing the individual in his connection
with the whole. This of course will be so much ideological
window-dressing il in fact the individual is estranged from the
structures which concretely mediate his position in the whole;
but Bukharin avoids this problem which obviously existed at
the time.

Having stressed this necessity for achieving a unified
vision of society against which all the diversity and richness
of life should be placed, he then admits no man can grasp the
whole multiformity of life. He says:

"But no man can 'embrace the unembraceable’. People
approach a problem from different angles until sufficiently
broad generalisations are found. 'Prohibitive' measures
are therefore absurd. "

Now to point five - the nature of socialist realism. He
develops this mainly by a contrast with bourgeois realism.
Apart from the obvious differences of material in that we are
concerned with the building of socialism, he argues that
there will be stylistic differences based on different phil-
osophical approaches. He argues thal bourgeois realism is
based on positivist science which sees ils function as that of
passively contemplating the world and reproducing it in forms
of thought. Socialist realism on the other hand, he defines as
dialectical materialism in the field of art. e says:

"In the socialist sociely which is coming into being, the
difference between physical labour and brainwork is
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gradually being replaced. A new type of man is arising
who knows the world in order Lo change it. Mere con-
templation, mere portrayal of the objective, without
elucidation of the motive tendencies, without reference

to the practical alteration of the objective world, are here
receding into the past. Hence, socialist realism cannot
base its views on the naturalism of Zola, who proposed to
describe realily 'such as it is® and nothing more. Neither
can it accept his other slogan 'imagination is no longer
needed'. Socialist realism dares to 'dream' and should
do so, basing itsell on the real trends of development.

He further argues thal an anlithesis between romanticism and
socialist realism is devoid of all meaning because the soaring
imagination of romanticism need not now be displaced into
metaphysics but can find its heroic themes in the future of the
real world.

Actually I think this insight of Bukharin's is valid abstractly
What he does not discuss is whether the individual in the
U.S.S.R. has the real mediations through which he can im-
press his purposes on reality. Only such a man might
sincerely write revolutionary romantic works, To reverse
cause and effect and blame the poet for not writing this way
is absurd. When literary criticism became a function of the
police department thisdegenerated into the prohibilion of all
but 'optimistic' works - a completely unmarxist approach.

Bukharin goes on to explain the diversily of forms com-
prehended by his definition of realism by referring to Faust.

"This in its form, is not a portrayal of a concrete
historical process, but the struggle of the human spirit,
And at the same time Faust is a philosophical-poetical
conception of the bourgeois era eslablishing itself, 1t
seems to us that poetry of the type of Faust must
unquestionably find a place as a component part of
socialist realism, and that it will create the most monu-
mental form of socialism's poetry,"

He ends by referring once more to the low level of culture
in Russia, its provincialism, and says that those who really
want to create must do their best to make themselves
masters of all the treasure houses of the world's culture -
which would not need saying except in Stalinist Russia.

It has often been observed that 'socialist realism’ is
neither socialisl nor realist. It is not socialist because il
is written, not on the basis of socialist condilions, but by
conscripts of the bureaucracy. It is not realist because
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writers are forbidden to describe the real conditions in

which they find themselves. More accurale than 'Social-

ist realism' is Bukharin's term 'revolutionary romanti-

cism' which really means romanticising the present, i.e.

lying.

+  All quolations taken from Problems of Soviet Literature
1939
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The Industrialization of Backward
Countries

Ernest Germain

1. THE THEORETICAL SETTING
OF THE PROBLEM

"Poverty breeds poverty': this simple formula which has
become a platitude still summarizes all the wisdom of most
economists on the subject, bourgeois and Marxist alike.
What they mean, in Marxist terms, goes more or less like
this. Backwardness means a low level of productivity, a low
level of productivity stems in the last resort from a low level
of fixed capital equipment and of industrialization. But
industrialization means (under capitalism) capital accumu-
lation, and in any case a larger social surplus product. The
poorer a country, the greater the part of ils current product-
ion thal is necessary (and barely sufficient) to maintain the
mass of the producers al a low level of subsistence. Hence,
the poorer a country, the lower its rate of capital accumu-
lation, the lower ils social surplus product. Hence, the
poorer a country, the slower its industrialization: poverty
breeds poverty.

We shall return in a moment to one of the main links in
this chain of reasoning: '"the poorer a country, the smaller
its surplus product.” This formula is correct only as a most
sweeping historical generalization, i.e., if for example a
purely feudal society is compared to modern industrial
capitalism. It ceases to be true if one compares the rela-
tive poverty of present-day societies, which are all more
or less products of combined development. But in any

case, the traditional emphasis of the reasoning lies on the

side.

It has been the merit of Professor Nurkse, (I) whatever mis-
takes he also makes in the assumption of a low social surplus
product in backward countries, decisively to change this
emphasis, and to rediscover a truth long known to Marxists
(e.g. Lenin and Troteky in their writings on Russiy betore
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1914), i.e. that the real vicious circle of poverty works the
other way round.

It is not because a country is poor that it lacks financial
resources for industrialization: it is because a couniry is poor
that it lacks a market whmh makes industrialization w profit-
able business from the ¢ alisi poini of view, DBecause of the
absence of this market, KN

apital {The socint sarplus product) is
invested in other fields than mdustx) (trade. buyving and specu-
lation in real estate, hoarding, or, paradoxically, cupital
export). Therefore, the level of industrialization remains low,
the level of productivity of labour remains low, and the country
remains poor, which means that there is no stimulus for pri-
vate industrial enterprise. "Poverly breeds poverty.’

In his recently published and (o a lurge extent very valuable
book, Paul A. Baran, who is one of the rare American Marx-
ists to teach at a university (Stanford) draws an impressive
picture of the social surplus product in backward countries. (2)
He mentions the huge part of the agriculture product appro-
priated by landlords and money-lenders (usually up to 50 of
the national agricultural product in many backward countries,
and as agricultural production itsell represents more than 509
of the national product of such countries, this reveals the
existence of a social surplus product of the order of 25-30%
of the total product!). He further mentions the income of the
great number of intermediaries between the countryside and
the city, and inside the city itself, whom he uptly describes as
lumpenbourgeoisie, a group so numerous that. even if it is
_rfot_c'o_mposed'ot individually prosperous per sons, it absorbs
quite a fraction of the national product.  He fmally mentions
government income and native capitalist income, as well as
income of foreign-owned plantations, mines and other enter-
prises, which in some countries (e.g. Rhodesia}. represents
a huge fraction of the national income.

We may therefore say that the central probiem is not that
of creating resources which make industrialization possible,
but one of reallocating existmng resources in ovder to indust-
rialize the country. Or more correctly, the problem is that
of creating social and economic conditinns which make such
a reallocation possible. Such conditions require the suppres-
sion of colonial rule, the expropriation of fereign capital at
least in cases where such capital already oceuples an im-
portant place in the economy), and a radicnl A"‘l"ll‘i'ln rev-

olution, which suppresses the income and even the very class
of landowners - money-lenders - compradores.  Asa f',onmal
historical rule, one may add that fhe evnting weak native



industrial class also becomes an obstacle on the road to
industrialization, and has to be disposed of.

Once however this social revolution has been accomplished
(as for example by the October Revolution in Russia, by the
Jugoslav revolution of 1941-1946, or by bureaucratic-military
means, with a limited mobilization ol the masses, in the
"people's democracies’ {rom 1945-48), the problem of re-
allocating national resources to further rapid industriali-
zalion is still not solved at all.,  On the contrary, the obstlacle
now seems even more formidable than betore.

For the revolution itself carries through a reallocation of
resources of its own, and in a most peculiar manner. As a
backward country is a predominantly agrarian country, the
fate of the revolution depends on the willingness of the peas-
ant to accept the new order. The peasant, who, to quote
Khrushchev, knows how to count, will accepl the new order
only if he is betler off than belore. He will be better oft
only if he has to give, to the state and the city in the form of
taxes and costs of industrial goods purchased, a smaller part
of his income than he gave belore to the landlord, the money-
lender, and the merchant. In other words: the first econ-
omic result of the successful colonial revolution is to
diminish the social surplus product, or to hand part of it
over to the agricultural petiv commodity producers.

This fact has been empirically proved both in Russia under
the NEP and in the "people’s deniocracies’ under various
policies of slow collectivization, Everywhere, the peasantry
appears as the maimn il not the only class of society which
substantially mereased iis standard of living after the rev-
olution, This increase in its standard of living now creates
of course a markel sutliciently large to make rapid indust-
rialization possibie.  But at the same moment that the prob-
lem seems to be solved on tie demand side, it pops up again
on the supply side. Although the general standard of living
of the peasantry (up to 80 of the population of a backward
country!) has only been wmoderately increased, this increase
is enough to absorb not ouiy the greater part of the former
surplus product, bul also the grealer part ol the new poten-
tial surplus which results from a first substantial increase
in the general level ol production and productivity.

This is of course no paradox: as the social product is
composed of the income of the producers plus the surplus
product, any increase in the former has for result a decrease

of the laiter.
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For that reason, traditionally, bourgeois and Marxist econo-
mists alike thought there were only two solutions (o this prob-
lem: either massive foreign aid or "primitive socialist accum-
ulation” (the phrase was coined by the Soviet economist
Preobashensky, who was temporarily associated with the Left
Opposition). Either an advanced industrial country would give
the backward country an important part of the resources nec-
essary for industrialization (in the form of massive cheap
credit, or more directly in the form of capital equipment,
railways, ships, airplanes, prefabricated houses, and, not to
be forgotten, technicians and scientific personnel): or the
backward country would have Lo cut back extensively the stan-
dard of living of its population, above all its peasant popul-
ation, in order to free the resources necessary for indust-
rialization. Apologists of the tragic Stalinist experience with
industrialization of this kind even added the theorem: '"The
more backward the country and the quicker the industrial-
jzation, the greater must be the selback in general consump-
tion, and the harsher must be the dictatorship which has to
force people to work under those circumstances."

Of course, Trotsky and the main economic specialists of
{he Left Opposition (e.g. Rakovsky and Pialakov) never
accepted these theorems. They always pointed out that a

parallel and harmonious increase in production and popular

Lonsumpuon was a necessary condition for socialist indust-
rialization. Today their their concept is widely accepted.
Tito has made it his own. Polish economists like Lange
have stated it in unmistakable terms. We have still, how-
ever, to try lo find a theorelical foundation for this political
advice. This is what we shall aitempt, as a first tentative
sketch, in this article.

2. THE THEORETICAI. SOLUTION

OF THE PROBLEM

In the framework of a workers' state, the problem of indust-
rializing a backward country involves solutions for every
element of the reproduction process; supply (production and
import) of the fixed capital equipment necessary: supply of
a regular flow of raw materials; increase of the number and
qualifications of industrial workers; adequate distribution of
the social product between industry and agriculture, and
the two sectors of industry, in order to prevent disequilib-
riums, shortages, and bottlenecks, e.g. in the food supply,
in the supply of agricultural raw materials, ctc. All these
problems are interrelated. Inadequate supply of industrial
consumer goods to the village, for example, could become one
of the main reasons for a slower rate of development of
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agricultural production, especially of agricultural raw mater-
ials for industry, and thereby reduce the general rate of
growth of industrial production.

We shall not go into all these problems here, but concentrate
on the main field, that of the adequate distribution of social
product (or income), i.e. that of the rate of accumulation.

The mistake commited by the Stalinist planners during the
first Five-Year Plans, and even more - and with less excuse
- by the apologists who try today to justify the wrong course
followed, is a confusion between maximum and optimum rate
of accumulation. Or rather: these planners started from the
wrong assumption that the maximum rate of accumulation is
also the optimum rate, at least in the short run.

Even if we define the optimum rate ol accumulation from a
purely economic point of view, i,e. as the rate which enables
the maximum increase in the social product (or income) in

a given period, this identification is completely wrong. Tt
is all the more wrong because no Marxist can give such a
purely economic definition to thal ceniral notion. He cannot
leave out living class forces. He can never forget that,

any rate of accumulaiion which creates demoralization of the
proletariat through hunger, political apathy, tendency to
flee from the factories and the city, etc., cannot be called
"optimum" f{rom the point of view of working-class revo-
lutionists.

It is interesting however to beat the apologists of a maximum
rate of accumulation even on their own field, i.e. the purely
economic result, in tons of steel, cemenl, coal and cotton
goods. The mistake made has its roots in the absurd assump-
tion that the productivity of labour is mdependen( of the Tevel

of consumption of the producer. We say that this assump-
tion is absurd not only in the long run, but even and especial-
ly in the short run. The whole history of modern industry
has shown that any sharp decrease of the standard of con-
sumption of the workers results in a decrease of per capita
productlivity. And the poorer the country and the lower its
initial level of consumption, the stronger this interrelation
will be. One could of course point out that this decrease
will translate itself into a decrease of production only il one
assumes thal the fixed capital on which the producers
operate remains unchanged, It is evident that the goal of
a maximized rate of accumulation is precisely to increase
the supply and quality of fixed equipment of industry. 1f

the workers tend to make less efforts, because they eat less
and live under worse conditions, then, so the argument will



36

continue, this decrease of per capila productivity will be ten
times overcome by the increased productivity resulting from
the introduction of better machinery.

It is at this point that our concept of optimum rale of accumu-
lation_becomes ull-important. Let us assume thal witha
given quantity of fixed machinery, 1,000 workers produce over
a given period a value of $1,000,000, when their real wage is
9500 a year {we should not forgel thal we are concerned with
workers in backward couniries!). [If we double the value of
capital equipment in the course of three years, the product of
these workers could, for example, (reble and be worth
3,000,000 {first hypothesis) on condition that their real wage
is not changed or even that it increases. (3) If, however, in
order to double the value of the capital equipment, we first cut
the real wages of the workers to $250 a year, we might find
that the final product will not be 33,000,000, but only
g1, 500, 000 (second hypothesis). Production has, of course,
still increased. But we have caused a terrible waste of
wealth. For had we increased the value of capital equipment
only by 50, instead of by 1007, in order to leave real wages
where they were before, or to increase them even by a given
percentage, then the total final product would have been say
82,000,000, instead of $1.500,000 (third hypothesis).

The first hvpothesis is the ideal one: it presupposes more
or less unlimited resources freed for the given project. The
second and the third hvpothesis are bolh trying to divide

limited resources in a given way. The second hypothesis,
{Tie one of the maximum rate of accumulation, does not lead to
maximum expansion of production. The third hypothesis,

with a lower rate of accumulation than the second one, leads
to a bigger expansion of production under given conditions,
and is therefore the optimum rate of accumulation (or the
optimum division of the social product. of the social income,
ete.).

In real fact, il is of course not very easy to delermine
this optimum rate. It can be discovered only by trial and
error. But what we should understand from the start is
the fact that in a backward country, with a generally low
standurd of living of the workers, the maximum rate will
never be the optimum rate, i.e. will always result in a level
of productivity of labour below the level rendered possible
by a given set of machinery and a given level of qualification
and cultural background of a working class.

We may add that we have understated our point. For a

"purely economic” solution Leaves out a serious social consi-
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deration, with important economic repercussions. Any
attempt to impose a maximum rate of accumululion results in
a lowering of an already low standard of living. As the work-
ers do not accept this withoul resistance - even be it passive -
it is necessary to drive them back to the production line by
force and keep them there by constant supervision, In order
to achieve this result, a huge army of gendarmes, bureau-
crats, and supervisors of all sorts must be built up and kept
supported, generally at far above the subsistence level down
to which the producers have been forced.

But this in turn means 2 large increase of unproductive
consumption in society, lowering thereby the fraction of the
social product ready to be used for productive accumulation.

A "maximum rate of accumulation” is "maximum’ only if we
"forgel' the huge waste it involves: in fact, it may be lower,
after a decade, than a level which would have allowed an
increase in workers' consumption, would thereby have much
more quickly increased the social average productivity, and
would have enabled society greatly to reduce the funds for un-
productive consumption of policemen, uniformed or not.

Just to show the reader that all these considerations are not
purely theoretical, we shall limit ourselves to a single
example, bul a decisively revealing one. There were in
1928 3.1 million workers and cmployees (technicians and engi-
neers with university degrees not included) in Soviet industry
In order to achieve the First Five-Year Plan, figures worked
out at that moment estimated the manpower necessary for
attaining the production goals at 4.1 million workers and em-
ployees (i.e. an increase of 1 million, or 33%). In fact, in
1932-3, without all the goals of the First Five-Year Plan
having been achieved, 6.7 million workers and employces
were working in Soviet factories, an increase of more than
110% over the figure of 1928, and of 65% over the planned
number of workers! What should have been proguced by 4
million workers needed 6.7 millions to be manufactured,

i.e. per capita productivity was more than 50% below the
the planned level. The maximum rate of accumulation was
far from being the optimurn rate, far from maximizing the
social product.

We now understand how wrong are those who excuse the
Stalinist variant of industrialization by the argument that,
anyway, as the war danger was growing, as the country was
weak and surrounded by enemies, it was nceessary to
industrialize as quickly as possible. (4) In realily, what we
are trying to prove is that a "maximum' rate of accumulation
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produces a slower overall rate of growth of the economy than
the "optimum' rate. It was that point thal Trotsky, Rakovsky,
and other Marxist critics of Stalin's economie policy did not
cease to make between 1928 and 1940, and the now existing
factual material completely confirms the accuracy of their
criticism.

It is interesting to note that Professor Baran is carried by his
theoretical elan to a thesis quite similar to ours when he

writes:

While the maximization of the rates of growth - if such be
the requirement of the concrete situation - is tantamount to a
minimization (?) of.currenl consumption (or, conversely,
maximization of the economic surplus), it would be erroneous
to equate such minimization of consumption conductive to
speediest growth with its reduction Lo some rock-bottom
levels. In view of the obvious relation belween consumption
standards and the ability and willingness 1o work on the part
of the population, minimum consumption compatible with
maximum output (and growth) may, and in most under-deve-
loped counlries will, require a more or less subslantial
increase of the existing consumption standard.  Given a
small initial output and accordingly limited possibilities for
such an increase, it will have to be differentiated.(...)
Accordingly, while it might be thought at first that maximi-
zation of the rates of growth calls for plowing back into the
economy all increments in output resulting from current
investment, in actual fact some splitting of these increments
so as lo increase both investment and consumption may be a
more effective, or even the only possible, method of attain-
ing the largest possible increase in production.
©p cit, p270.)

However, in a passage describing concretely the Stalinist
industrialization policy of the period 1928-1937, Professor
Baran cannot shake off his old apologetic hide, and we are
confronted with various platitudes like the "war danger' which
made necessary a "'rapid rhythm' of industrialization ete.
Professor Baran even tries to make us believe that the "in-
convenience' caused by the desperate attempt of maximiza-
tion of the rate of accumulation was only of short duration.

He therefore conveniently quotes the crop figures of 1937,
without adding that those figures remain exceptional, not only
for the period 1928-1940, but even for the period 1928-1953,

if we take inlo consideration the increased territory and
population of the USSR! He also forgets to add that Soviet
livestock for 25 years fell below the 1928 level, and that we
had to wait till 1956(1) in order to find 4 number of milch-cows
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equal to that of 1928 (which does not mean equal per capita of
Soviet population, given the important increase during this
quarter of a century). Tt is impossible to cover up the trem-
endous price Soviet economy had fto pay for Stalin’s attempt to
"maximize" the rate of accumulation by brutally lowering the
consumption levels ol workers and pensants.

3., AN TN:I'I‘]RI-)S’!‘I;\’(J THEORETE AL
SIDELINE |

Up till now, we have always considered economic growth and
industrialization as a rvesult of the increase in the real supply
of fixed capital equipment, machmnery, buildings, power works,
ete. Professor Nurkse, however, has made another and in-
teresting coniribution to the theory of industrialization of back-
ward countries, by concenlrufing dtention on one of the most
striking characteristics of hackwardness: rural overpopu-
lation, -

This phenomenon has, of course, long been known to econo-
mists and especially to Marxists, More than half a century
ago, Lenin and Trosshy nade ot thid vaenl overpopubation,
and the pressare 1t cvveineg vt
main links in the chom of arewments explaining backwardnes
the preference viven by capitilisie to the buying of Lund over
industrial invesiment, the lund reat allowing o higher average
return than inde=tric] profits

g b rent, ome of the
S:

But whereas the probicm of i o overpopuliation has arwavs
been considered froanihe polnt of view of an easy supply ot
manpower for urban mdusiry, once the industrialization pro-
cess not into o Preotessor Nurkse now has stressed o
new and strikicelyv omportan aspect of the problem. 1o ao-
mic growth, he

isoessenihiably oap merease o the

average product Gf labonr . No Marast will quarrel
with that detinitosi Pt oo conntry with o hues popa-
l;lti()“ N f ll'}(!(‘.‘" I R I R R [ \‘")'"L!‘{ BN (AR M AT
to say: village ennbs ot e Bt
with huge capital investaent s order toachieve o substun.

tial increase in the averase sroductivity of faboar,

For what else 1s underemplovinent il not the fact that in such
backward countries half or twa- thieds of the population, living
in the village, are oniv reativ working 150 or 200 days a
year! (5  The rest of the vear | they do nothine.  Now 1f it
were possible to cive Them somecthang to do during the rest
of the year, some productive purpose which docs not need
huge fixed coiroent. e senen ! production . and thus their
annual productivicy,

wiathd tremendoasiv oanerease. In iact,
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while doing nothing, they continue lo eat. It would be suffi-
cient to give them a little bit more to eat, while getling them

to work, in order to treat the largest part, if not the whole, of
their increased production as social surplus product, as a
social investment fund. And once this surplus product has
been created, the basis is laid for large-scale industrialization,
not by lowering but by increasing the siandard of living of the
working population, af.least in veal terme. (6).

At first sight, there seems to be different “calches™ in this
line of reasoning, but Professor Nurkse deftly does away with
them, one by one. How is it pussible, we may ask, to give a
huge amount ol new jobs to the overpopulated countryside, if
the land is already fully occupied”? To this there are different
answers. First of all there is no underdeveloped country in
the world, not even Indonesia, in which the land is "fully oceu-
pied” from an economic point of view, Possiblitiess of increas-
ing agricultural production by fertitization and irrvigation
operated with relative low-cost methods (ron shoveling the
mud out of river beds for use as fertizizers (o the digging of
thousands of small canals, the drilling of thousands ol cement-
ed water pits, cte.) are everywhere present. (7.

Professor Nurkse docs not arid, but this we may do in his
place, that these jobs are not limited by natural but by social
conditions, as long as landlordism, and capitalism are not
overcome. For opening up these tremendous and relatively
"cheap' opportunities for the biy mass of uneniploved
peasants means must be found - means of concentrating the
marketable food supplies in the hands of central authorities
and/or of peasant cooperatives, reans of concentvaling the
peasants themselves, either by appeal or by coercion, means
of planning these thousands of local projects na way that
their results are split up between the producers themselves
and the community, and not siphoned awaw by landiords,
money-lenders, usurers, black-marketecrs  compradores,
or capitalists,

We shall see further on thal these social preconditions are
all-important for the success ol these experiments.

A second question which crops up i the question of equip-
ment. Professor Nurkse of course knows very well that
millions of underfed underemploved peasants cannot start to
"produce’ a social surplus produc! with their bare hands.
His solution is: a) to impert a laree mass of cheap simple
tools, and b) to have them pioduce these tools themselves:

The investment workers, before they starvt bullding a
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piece of fixed capital such as a road, could, after all, sit
down and make the moslt necessary primitive tools with
their own hands, starting if need be from scratch. They
could make their own shovels, wheclbarrows, carts,
hoists, and other things to help them build the road.

(p 44)

But there remains o dhird, .wmd tormidable, difficully.,  An
underdeveloped couniry is characterized by very low standards
of living, especially of foud supply, in the countryside. Under-
employment mcans that the working peasants have to share
their meagre pittance with practically unemployed sons, nep-
hews, and uncles living with themn.  Now the whole theory of
the "accumulation fund hidden m underemployment' hinges on
the stability of peasant consumption. If the working peasants
increase their food consuinption from the moment their
nephews sons, and uncles are mobilized to build irrigation
trenches, water pits, and roads, then of course the problem
of feeding these newly occupted workers will appear. There
will he a deficit of {he food balance of {he country, and the
increase in real wealth created by the products of these
workers might he wiped out entirety by the need to import
supplementary lood.

Professor Nurkse stales the problem admirably. But he
does not solve 1t adequately, for somewhat sinister formulae
like "the saving hoas {o be made” are not solutions, He
tries lo introduce a diiference between densely and sparsely
occupied countries. In tact the solution he indicates for
sparsely occupied countries only, applies for all of them:
the supplementary amount of workers must be occupied in
such a way as to make possible, among other things, a sub-

stantial increase in agricultural production.  Any other

solution would impose (he process of growth on the peas-

anlry through vuarious iorms ol "forced savings™ and then
we should again be up against the old problem of estimat-

ing the negative results of such a deeline in the standard of
living,

Is it pussible substantually to increase agricultural pro-
duction in the buckward countries? Ot course it is. And
it is at this point that Prolessor Nurkse makes his most
substantial mistake, when e nnnimizes or even excludes
this possibiiity in the densely populiated countries.  As a
matter of act, two ol the ost densely poputated back-
ward countries of ‘i worhi, Inaia and China, are most
susceptible ol mobilizine e higeest “acewmulation fund”
from a beavy increase of acrrculiural production.
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For if we look closer at those various "low-cost Llocal
investment projects,” made possible by drawing on the under-
employed villige populations, we Lined that nearty all of them

tend to increase soricultural productivicy. lrrigalion, regu-
Lation of Toeal rivers. temd comteol, rond butjdre . toeal ron
toundries | oanetactur. ol e reulttarad pwpleoieats ot aomore

snoder e thonoh =0 snapte type, foral budiding baaiisiries
Welpne e peasants Lo bunhd Better fioses o themselves and

Lo-abb these pro-

stables v betves siabdos tor Vhen gl resned

jeets tend Lo propore farver barvesis \ i 1oanore, they
permit glmost immediaie resulls in chevadine tvine standards
in the conntryside.  Thereby they enabls i paotalizavion of a
big - und erowing - part o ihe Tereased oo G product for
purposes of national econoieic vrowth {: ithey e better fed,

betler clothed, and better Luased, the sous pepliews, and
uncles of the toiling peasanis wiil work withiont resistance the
second year on provine i and nationad roads, aud not just
local ones. They will withoul resistunce, puild toeal found-
ries in order to manutacture nol st agricuitural inpleients
but machimery ol various sorts, e, Cdin ol prroduction,
The iniial impetus will have been given by oaildimg”
Protessor Nurkse's conceplion inlo ovr generad theoretical
solution, and correcting i that sense  we get o clearer
picture ot the possibilities of il mdustrindizing a back-
ward country. without (surticienti foren help and without
pushing down the standard of living of the workimg popula-
tion.

We sheartd (ke Lo vmphiasaze a warntly the setting to
work of the viliuge uvnemploved on focad myvestment projects
is no pancaen for solving the industriahzation ot backward
countries. It 1s only a relatively cheap means ol giving that
industrialization aninitial push. It a correct batance
between the local "low-cosi™ investment projects and the
"high-cost” "modern” industrialization projects is not struck,
the economv will rapidly run into the classic difficulties of
Soviet Russia during the NEP.

Local indusiries, built with ancient technologs and locally
manufactured equipnient, are of low productivity. As long
as they are an absolute addition to national wenlth, and a
school of industrial teehnigue and habits which takes the
sasant towards the modern tactory easier,
wnportance.  But from the nroment

transition of the
they wre of tremendos
productivi’s i ol
know phenomenai o fhe
prices will fill I coen ot U i s 0 sed e

indusiring consuneer ooy opid e s T e e At the

game fine, the pioamantey wrlhse v e e and ory

dre sliacts o riee rapidly, the well-
RTINS A F R A IO Vortcuiturial
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for cheaper industrial goods. There will be a political risk
of alienating the peasantry from the workers' regime: there
will be the economic danger of an artificial withdrawal or even
decrease of the agricultural surplus. The investment fund
mobilized through the voluntary mobilization of the rural un-
employed has to be transformed into modern fixed equipment,
ready Lo deliver cheap industrial goods to the countryside.
Modern steel works will progressively luke over from the
local foundries. Both processes, intertwined in the beginning,
will become unraveled: the local low-productivity projects
will wither away.

(1) Ragnar Nurkse: Problems of Capital Formation in
Underdeveloped Counlries, pp 163, Oxford, Basil
Blackwell, 1953.

(2) Paul A. Baran: The Political Economy of Growth,

pp 308, New York, Monihly Review Press, 1957.

(3) In order to leave out complicated calculations of value
production, we may assume that these workers produce
some very rare industrial equipment, for which the
social need remains unsatisfied even it production
increases len-fold, so that a tripling of production
means a tripling of value produced, social average
productivity of labour remaining unchanged oulside
this sector. The assumption is only apparently unreal:
in fact, in the initial stages of industrialization, most
heavy industrial plants operate precisely under such
conditions.

(4) These apologists of course also "forget" that Stulin
opposed a quick increase in the rate of accumulation
between 1924 and 1927; that thereby four years had
been lost: and that the division of the accumulation
fund of the First Five Year Plan over the timespan
1924-1932, instead of being concentrated in 4 years,
would have enabled to realize exactly the same
projects at a considerably lower expense of hard-
ship, sacrifice and ... loss of productivity of the
workers and peasants.

(5) The First Five-Year Plan of India estimated the
number ol underemployed adult males in Indian
agriculture at the staggering tigure of 70 million
people!
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In money terms, of course, increased agricultural
production could mean, under conditions ot stable
currency, lower agricultural prices, and even lower
money income of the peasants. This would be of no
consequence, if at the same tite a constant {low of
industrial consumer goods, at falling prices,
would be directed towards the villages.

In India, only 15 of the arable land is irrigated: in
China only 457%.
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Some Notes on British Trotskyist
History

John Walters

It is clear from Comrade Greenlark's comments in the last
issue of Marxist Studies that he is not familiar with the history
of the British Trotskyist movement because he refers to the
Socialist Labour League(SI.1.} as though this had had a con-
tinuous existence for over twenty vears. The SI.I, was in
fact launched dn 1959, and the ¢roup which he referred to as
the one that the Cliff tendency broke from was only one of the
component parts of the SLL. in 1959,

However, that is a minor aspect of the question.  What I am
concerned about is to examine the proposition that the Cliff
tendency came inlo existence because of the pressures of the
cold war, and in particular its hot phase i.e. the Korean War.
Unfortunately for those who like their history and politics
handed out in neat simple packages, the truth was far more
complicated and to understand it, it is necessary to go back a
little further than 1950.

The situation alter 1944 was that for the first time in the
history of British Trotskyism there was one united organisation,
i.e. the Revolutionary Communist Party (RCP). After the
advent of the Labour Government to office in 1945 there arose
a dispute within the organisation on the question of entry into
the Labour Parly. G. Healy was the leader of the minority
faction in favour of entry, whilst the majority faction which
opposed entry was led by ). Haston.

This particular dispute was waged fiercely for three years,
but the minority still remained the minoritv. In 1947 the
Eixeculive of the Fourth International stepped in and decided
that this dispute could only be settled in pructice. I decided
to allow the minority to enter the Tabour Parly as a separate
organisation under the direction of the International. This was
done despite protests from the Ieadership ol the RCP.  De tacto
this once more split the British Trotskvist movement, although
in theory there was supposced io be still only one section,
(Incidentally, it was in the same vear that Clff issued his
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theses on Stalinist Russia, and hardly caused a ripple either in
the majority or the minority faction because they were locked
in combat over the Labour Party question.)

Therefore, from 1947 therc were two official British sections
of the Fourth International, the RCP and the Healy Group
inside the Labour Party. This situation caused relations
between the factions, and between the RCP leadership and the
International, to become even more embittered.

The Healy Group were instrumental in the publication of a
monthly (later weekly) newspaper - Socialist Outlook - which
gradually gathered support inside the Labour Party and Trade
Unions, bul no spectacular results were obtained in the first
three years or so. At the same time the RCP gradually de-
clined in numbers and influence, and the circulation of its
publications declined considerably. The RCP leadership,
which had pinned its hopes of a turn to the left of the rank and
file of the Labour Party and an eventual split, gradually
became disillusioned and began to capitulate intellectually to
reformism. As they had previously exaggerated the prospects
for revolution now they exaggerated the real changes brought
about by reformism.

In 1949 the majority of the RCP leadership decided to
recommend entry into the Labour Party, and even those who
were against it decided not to fight on the issue. Theretore
when a special congress of the party was held in 1949 the
leadership won the day fairly easily, despile misgivings on
the part of even their own supporters. At the sume time it
should be noted that the demoralisation amongst the leadership
had been carefully screened from the membership even by
those who were not capitulating to reformism.

When this had been accomplished, the RCP and the itealy
Group fused, once more becoming a united organisation. DBut
with this difference. the Healy faction demanded and were
given, a majority on the execulive bodies of the fused organi-
sation. Shortly after this fusion took place Haston and others
of the old leadership resigned from the organisation,
renouncing their Trotskyism. This was 2 tremendous blow
{o the morale of those they had led. Moreover, the regime
of the unified organisation was a very authoritarian one, with
many members being expelled for formal infractions of
discipline, or on trumped up charges.

There is another faclor that has to be considered.
Trotskyism as an international and national political tendency
had been forged in a battle against Stalinism. Therefore,
much of the propaganda of the movement was directed to
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criticising Stalinism. IHaving sprung (rom the world
communist movement Trotskyism was therefore very larcely
oriented towards it. The transition to eniry work was for
many members a very difficult change to make, because the
mode of operation, priorities and milicu wus radically
different to that of an open party. The pnoes of Socialist
Appeal (the RCP's twice monthly newspaper were studded with
Diting attacks upon Stalinism, but in contvast the enfry paper
Socialist Outlook made only the most passing und nuted

reference lo this question.

It was with this background that the outbreak of the Korcan
War made its impact upon the orpanisation. This war was
partially a civil war and partially an hmperialist attack upon
North Korea., In such circumstances it was the duty of revo-
lutionary Marxists to support and defend the North Korean
State bul at the same time it wus necessary to disbneuish
between support for such i state under atinck Jvom tmperial
ism and the particular regime of that stave. Phe oot
Korean State was a Stalinist police regime. which stosld fove
been criticised, Trotsky always ecmphiasized that whils" ones
support for a workers' state was unconditional, this oo ey
meant that one gave unconditional support to the vesion o
the case of the Korea the line pursued by the Healv b ip
was completely uncritical of the Stalinists. s et
Socialist Outlook was indistinguishable from the Dol
Twow Morning Star) and to many people outside the o
isation (and inside) 1 scemed that a Stadinist policy e
pursued.

This was the nal cause of the crisis inside Bries

Trolskyism in 1950, i was in this situatton that ¢ R
from the obscurity that he had rested in sinee 1940, 0
ceeded to areue his case,  The togie of his case wos o)

simple, in essence he saud " you continue to cail v
workers' states vou end up carrying out seni Sake
Stalinist policies and practices.  The evidence e pee
was very real, firstly there was the internal rewine >t

organisation which seemed desicned to drive out all thooo oo
opposed the leadership:  secondly there was the cognpioie |

of eriticism of Stalinism in the public policies of the oy
sation. In a situation where many members telt boetraved
first by Haston and then by Healyv, CLLIT for ance fead iert
eground for his ideas. If one were to examine s sivaation

detail one would understand that for many people it was
merely carrving on the traditions that they had known,
carried them to their 'logical’ conclusion,

When the SLL today thunder about the iniquites of "Publowsm?
it is conveniently forgotten by them that 10 was Healy that st
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introduced this dread virus into British Trotskyist body
politic. CIliff was not the only person to break from the
British sectlion at this period. A smaller group of people who
where not state-capitalists also broke, and they too argued
that Healy was giving in to the pressures of Stalinism. But
perhaps even more important is the fact that most of the
people who actually joined the Cliff group at this period did
not leave the Brilish section of their own accord, but were
expelled because they opposed the leadership.

Therefore, to argue in such simplistic terms as that
'the Cliff group was formed because of pressures from the
general anti-communist feeling al the time' is to say the
least inaccurate, The complex of pressures was much
greater than allowed for. Tersonally l think il fair to say
that the person who did most to create the Cliff Group was -
G. Healy.
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Under Review

Czechoslovakia and Socialism *

This is a collection of speeches and papers presented to the
Stockholm and London conferences on Czechoslovakia convened
by the Bertrand Russell Peace Foundation. Contributors
include, Ernest Mandel, John Berger, Ota Sik, Stephen
Bodington and others.

As with all such collections there is some unevenness, and
because the contributions are all on one general theme there
tends to be a little repetition. Nevertheless, there are a
number of well argued essays that need to be read and
discussed. John Berger perhaps sums up what the
Czechoslovak events meuant

"Whatl ultimately was at stake in Czechoslovakia was the
continuity of the present forimn of leadership of the Russian
communist party and all other parties based on the Russian
model. Almost despite itseli, the Czech party has been
forced to challenge this continuity in order to put ar end
to Stalinism and rediscover its own revolutionary meaning”

It was precisely to abort this rediscovery that the Warsaw
Pact armies invaded Czechoslovakia in 1968, and since then
have proceeded Lo gradually ease out the 'liberals' and
suppress the free debate that had blossomed. What was
being strangled was much more than the right to express
opinions, it was multipicity of initialives and lhe resurgence
of a new-found strength on the part of the Czechoslovak
working class. Stephen Bodington remurks,

"It is remarkable that the new ideas have become so
deeply rooted within a matter of months, only since the
January reforms. These days suggest almost that the
potential of a socialism based on free self-determining
individuals as against political governmentl based on the
manipulation of masses controlled by central authority,
has a power in it much greater as, by analogy, atomic
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power is greater than chemical.”

This. above all. is what the bureaucrats of all the Eastern
Furopta: couttries were so afraid of,

Vo docs 1s bring losether soctalists of arious

[ERE TN
A bows o deeply fell was the sense ot outrage and
A ahe Slosrel mnvasion Perhaps one of the most
Ci L es=avs i the collection s the one by Mihailo

; : CCarversty of Belorade entitled "An Exper-
tenee 1 ihie - Acainst International Burcauceracy™.

Thi= woderlmes the internauonal character of this social caste
and dietes that its main source of strength is still within the
Soviet Do, Perhaps what we witnessed in Prague will
happen 1 other countries until NMoscow has its ‘spring’.

Then one doubts if there will be any "friendly’ powers ready to
profect the bareauerats from the fatomic’ power of the Soviet

LSS AN

worker:s-.

The ltussell Foundation have pertormed o genuine service by
making these essays available, perhaps they will make others
aveessibie as they become available,

* Published by the Bertrand Russell Peace Foundation

price 25 - haedback, 7 6d paperback.
R. Carter.

A New Annual”

Aerli: Press have this vear published a stable mate to

Socmlist Regaster, it is the Trade Union Register*.  The new
Register is edited by Keu Coates, Fony Topham and Michael
Barrall Brown.  There is an impressive list of contributors,

which scems to cover many shades of the left (and centre?).
The book claims to be "A symposium designed for active
trade unionists'™.  However, one can hardly imagine that an
retive trade unionist’ would tind time to read all the material
collected in these 350 puges. I future i1ssues are to live up
{o (he stated aim they will need to be slimmed down somewhat.
One has the feeling that the editors were a little unsure of
their own aims when assembling the material and hence the
large sclection,  Some of the essays are more suttiable for
publication in journals than in a book, which presumably is
meant (o be partly a reference volume.  Alsosome of the
essays are so heavily unnotated that the references serve to

impede ones progress,
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These are however minor criticisms compared with the real
value of the book. All the contributionsare of a fairly high
standard, and many introduce new ideas on perennial lopics.
Janet Blackman's contribution on the Campaign for Women's
Rights is a must for all those who are interested in lhis subject
(and shame on you if you are not). Her point about there being
two labour forces - mens and womens - is a very useful idea.
She points out that far from women gaining equal rights what
is really happening is that a small number of women are
jumping into the male labour force without changing its
character, and the vast majority of women still work in what
are classified as womens work. Men do nol join this labour
force under any circumstances, T

Tony Topham writes a very solid item on Productivity
Bargaining, (racing its development since the early sixties,
and demonstrates how this has now become Lhe central part of
the employers and Governmenl's insidious attack on the
unions. He also examines the reactions to this development
by the trade union movement, ranging {rom full co-operation
to outright rejection,  Ie also demonstrates that this is a
method of keeping the proportions of the division of the nat-
ional income either slatic or pushing it in favour of profits.
Quite cogently argued is the need for an offensive strategy by
the unions in face of this development.

John Hughes, Ken Coales and Richard Silburn all contribute
essays on low pay, and John Hughes analyses the unemploy-
ment trends since 1964 bringing out some very disturbing and
little noticed factlors.

One essay in particular makes this volume significant. This
is Andree Hovles' ilem on the Occupation ol Faclories in
France: May 1968, which is based upon on the spot research,
the basis for which was an extensive questionnaire which was
used in selected factories.  This seems to be the only attempt
so far to find out what was actually happening in the factories
and among the rank and file workers. Most writings that
have appeared so far on the French events have concentrated
upon the political-cum-student aspects, not surprising in view
ol the ease with which material can be gulhered on these aspects
and the fact that the students in particular were very articulate.
However, in many ways Andree Hoyles' research presents a
more fundamental picture of what was actually going on during
those very hectic days. il is much closer to the grass roots.
No one who wants (o oblain a full picture can afford to miss this
vital picce of research,

It is not possible in a short review to mention any more of the
contributions, but most of them are worth study. One final
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point, the book contains a very useful Diary for 1968 and
several statistical tables, both of which are useful for those
who do not have the time to hunt around for such information.

J. W,

* Published by Merlin Press Ltd. price £2 hardback,
€1 paperback.

Condemned from the Dock - John Maclean's speech to the
court in 1918*

The reprinting of this speech is a step that is very welcome
at the presenl time. John Maclean has long been a neglected
figure in British working class history, both the Labour Party
and the Communist Party, each for their own reasons, have
lended to bury his memory. However, it is well that workers
should be reminded what red-blooded Marxist leaders are like.
Having suffered over the last few decades from a surfeit of
boneless wonders, Maclean's words come as a breath of fresh
air. "I am not here as the accused; I am here as the
accuser of capitalism, dripping with blood from head to foot. "
Little wonder that Lenin was happy to have such a man as the
first Soviet Consul in Britain. As Nan Milton says in the
Forward "His speech. ... was a vivid exposition of internat-
ional socialism, and should be preserved as a part of the
socialist tradition. "

I certainly recommend this pamphlet as a 'good buy'.

J.W,

*  Obtainable from Smith, 61 Fergus Drive, Glasgow NW.
2/~ post free.
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