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DOSSIER
ON

CHILE

Statement by the United Secretariat of the Fourth International
16 September 1973

An Inevitable Confrontation

Afrer the defeat of the Bolivian working class in August
1971, Chile became the epicentre of the class struggle in
Latin America. The international revalutionary movement
followed events in Chile with the knowledge thar a trial
of strength was inevitable. This trial of strength — pre-
pared for by a series of partial confrontations in the course
of the two preceding years and foreshadowed by the
attempted coup of 20 June 1973 —took place in dramaric
fashion on 11 September., The armed forces carried out
a criminal amack on the working class, its organizations,
its conquests — whether of long standing or of recent
date—and on the most elementary democratic rights.
Thousands, and probably tens of thousands, of dead in
Santiago and the rest of the country have demonstrared
once again the barbarity of the so-called ‘national’ ruling
classes and of imperialism. The lamer have once more
given eloquent and bloody proof that they subordinate
every political, juridical or human consideration w the
savage and intransigent defence of their threatened
imreress,

One more tragic confirmation of the danger which a
capitalism historically in its death throes still represents
for humanity! One more confirmation thar the ‘principles’
and “values’ of a society based on exploitation and repres-
sion are a shameful mystification! One more confirmation
of the carastrophic consequences for the working class of
the illusory and irresponsible perspective of a ‘peaceful’,
‘democratic’ transition o socialism —in a world which
for over fifty years has seen, on every continent, a succes-

sion of local and gencral wars, revolutionary upheavals,
bloody repressions, and fascist or military dictatorships.

The Programme of the "Unidad Popular® and the Dynamic
of the Mass Mohilization

The Unidad Pepular's programme was presented by
its supporters as the prelude to a stage in which the
transition to socialism would be on the agenda; it aimed
to carry out certain reforms within the framewark of the
capitalist system. This is why the coalition included
political formations of petty-bourgeois origin. Worse still,
the coalition sought a collaboration with sectors of the
bourgeoisie itself and with the party that represented them,
and it reaffirmed its toral lovalty to the existing constitu-
tional order. This is why the kev sectors of the bourgeoisie
— who had already supported a moderate reformist path
under Frei's presidency —had decided 1o give the
go-ahead 1 the Allende experiment, under the conditions
worked out in the negoriations which followed the 4
September 1970 elections, conditions which included
unchanged maintenance of the existing military apparatus.
To symbolize the relative continuity of the reformist per-
spective, the Umidad Popular did not propose a new
agrarian reform, bur confined itself 10 applying more
systematically and more rapidly the reform adopted by
Frei.

Nevertheless, the victory of 4 Secptember and
Allende’s accession to the presidency were seen by the
broad masses as a defeat of historic dimensions inflicted
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on the class enemy. In fact, a new relation of forces had
been created, one more favourable than ever in the past
to the working class, the peasamiry and the radicalized
petty bourgeoisie.

The realizarion of the reforms announced in the UP
programme and the blow inflicted on imperialist property
in the mining sector further stimulated the mass movement.
The latier soon showed & tendency 1o come into conflict
with the limits fixed by the reformism which Allende and
his coalition advocated. The workers wanted to expropri-
ate the factories which were (o remain in the private

sector. The peasants had their own interpreration of the

agrarian reform. The logic of the fundamental interests at
stake determined a rapid development of the dynamic of
the class struggle, shartering the pre-established formulae.

The very scctors of the bourgeoisie which had at first
been favourable to the UP began to grow alarmed, as they
became aware of the dangers which menaced not the
‘freedom” of the Chilean people or elementary democratic
rights, but their own interests as exploiters. Afier numerous
crises, they moved irrevocably into the opposition camp.
The right wing of the UP left the government and broke
from the coalition. The Christian Democrats adopted an
increasingly aggressive anitude, carried to the point of
obstruction and sabotage. As the conflicts grew progres-
sively sharper, the activity of fascist shock brigades and
the incitement of petry-bourgeois strata to a reactionary
revolt were more and more widely employed as political
weapons. Imperialism, and above all US imperialism,
made its own contribution of blackmail, threars, pressures
and every kind of economic and financial manocuvre.

The sitvation thus led to an absolutely clear-cut
opposition and drawing of the batile lings between the
antagonistic forces, while the petty-bourgeois layers
oscillated and divided. Terrified by the dynamic of the
mass movement, the bourgeoisie now rejected the reformist
road. The proletariat struggled to enlarge the breaches
already made in the system and to assert its power. The
UP, while it wanted an agreement and desperately sought
some compromise, nevertheless could not accept the
capitulation demanded by the bourgeoisie, which would
have meant cutring itself off from the masses and hence
its own demise.

The Bourgeoisic Chooses the Path of a Military Coup

The failure in all essentials of the Christian Demacrat
plan of forcing Allende to capitulate in a series of partial
confrontations and thus progressively eroding key sectors
of his mass base, was made clear by the outcome of the
struggles of October 1972, by the results of the March
elections, and by the impossibility of mobilizing more than
a derisory percentage of the El Teniente miners in June
through a demagogic campaign of sabotage. This failore
posed anew, for the Christian Democrats and for the
bourgeois front as a whole, the problem of their funda-
mental strategy. Could they afford to continue playing the
game of respect for constitutional norms and wrilization of
the mechanisms of the state appararus 1o counter and
indeed paralyse Allende's actions? Or should they opt for
a coup d'étar?

The failure of the 29 June attempred coup — over
and above any technical errors and setbacks there may
have been — reflected the continuing indecision of the
bourgeoisie, its internal divisions, and the hesitations of
the armed forces themselves. But Colonel Souper's
sempred coup provoked o tremendous mobilization of
the masses, who attained an unprecedented level of radical-
izscion More than one thousand factories were occupied
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by the workers, who exploited to the full the potentialities
of the cordones industriales — instruments of proletarian
democracy thrown up by the struggles of October 1972 —
in organizing their political control and their defence, and
who proclaimed their intention of not handing back to the
owners even those factories which in principle were
included in the privaie sector, At the same time, the
consciousness of the masses made a qualitative leap,
grasping the need to arm themselves in order to resist new
reactionary amacks.

The Chilean bourgeoisic at once realized that the
siruation had reached & crucial turning-point. It had
suffered a very serious blow 1o its economic power; it saw
that a dual power siruation was beginning to emerge, and
that embryonic worker militias were being formed. In
consultation « with the American imperialist leaders, it
decided to give up partial confrontations and go for a
major trial of strengrh; to give up using ‘legal” wricks and
ohstructive manoeuvres of every kind, in favour of using
arms. The July/August negotiations probably served the
purpose either of gaining time or of checking once again,
at the eleventh hour, whether it was not possible 1o force
Allende to capitulate withour a struggle.

Since Allende was neither able nor willing 1o capitu-
late without a struggle, and since the mass movement was
not suhsiding, the coup was launched with a determination
and savagery which, from the viewpoint of defending the
interests of the exploiters, were made necessary by a highly
explosive simation and an exceptional level of mobilization.

The Chilean warking class opposed the coup d'étar
with a courage and spirit of sacrifice which will go down
in the history of the internarional workers' movement. The
factories were defended gun in hand against the army's
arttacks; centres of resistance arose bath in the very centre
of Santiago and in the suburbs; groups of soldiers and
sailors of worker and peasant origin, who were not prc-
pared to obey the criminal order of their officers, mutinied
with heroism. Despite the massive use of military fire-
power and of outright massacres, the resistance has not
been completely broken. The working class of all continents
and democratic public opinion in general have expressed
their indignation and condemnation swiftly and on a
massive and unprecedented scale.

The working-class movement in Latin America, after
receiving a blow in July in Uruguay, has now suffered a
defeat of major proportions. If the new military régime
manages to consolidate its position, this defeat will weigh
heavily in the balance of forces on the continent as a
whole.

The Lessans of a Tragic Defeat

For three years the communist and socialist parties
of the whole world held up the Chilean example as &
proof that their theories concerning the road to socialism
were valid. The tragic conclusion of the UP experiment
provides a number of key lessons. It was already possible
to draw these lessons from innumerable past experiences,
especially in Latin America — from the overthrow of the
Arbenz régime in Guatemala in 1954 by a mercenary army
t the coup, fostered by the imperialists and by the
Brazilian gorillas, which installed Banzer in power in
Bolivia in August 1971 The fact that these lessons had
anly been drawn by vanguards which are not yel capable
of determining the course of events has been paid for by
the Chilean proletariat ar an extremely high cost. Tt is the
duty of revolutionarics to fight to ensure that the heroic
sacrifice of thousands of Chilean workers and militants is
not @ vain one, and that the reformist and opportumist
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mystifications imposed on. the masses by the traditional
bureaucratic apparatuses aré destroyed forever.

Evemtz in Chile over the last three vears show just
how illusory is the perspective of a democratic, anti-
oligarchic and anti-imperialist 'stage’ of the revolution, in
which the ‘national’ bourgeoisic can participate — illusory
both in terms of its objective basis and in terms of political
possibilities. Na bourgeoisie can go beyond refarms of a
strictly limited kind, which do not harm the fundamenial
interests of imperialism, Moreover, no bourgeoisie is pre-
pared to venture onto this rerrain at all unless it has a
guarantee rthat it will be able to control the process strictly
and stifle any autonomous dynamic of the mass movement.
In this respect, the Peruvian military régime is a classic
example.

The Chilcan events show that  working-class
reformism, even in highly favourable conditions, quickly
leads into a blind alley. Reforms actually carried out risk
being themselves challenged and woided of all content if
they are nor generalized. Such generalization inevitably
leads to a threshold which cannot be passed withour break-
ing the mechanism of the capitalist system itself. Moreover,
partial measures damage multiple interesis  without
destroving them, and provoke the inevitable reaction of
farces which still have at their disposal powerful resources
and allies. Once again it has been proved that the petty
bourgenisic cannot be wan over by a conciliatory artitude,
without providing an anti-capitalist perspective and without
combanng with the utmost determination the manocuvres
of the ruling classes,

The Chilean evenis show the absurdity of planning
for & transition 1o socialism unaccompunied by the destruc-
tion of the state sppararus in it entirery — an apparatus
which the ruling classes have organized and stroctured m
the most effective way for the purpose of ensuring the

maintenance of their system of exploitation and oppression.
This doess not mean rejecting any tacrical utilization of
legal possibilities, or any exploitation of exceprional
circumstances such as the situation created in Chile by the
clections of 4 September 1970, But it 15 essential to under-
stand the absolute and urgent necessity, in a siruation of
revolutionary mass upsurge, of building revolutionary
organs of proletarian democracy — bodies that are at once
elements of dual power, weapons of struggle for the
conguest of power and, in embryo, the qualitatively new
political strucrures of the workers’ Stare o which the
revalugion will give birth.

The Chilean reformists systematically denied this
necessity, contenting themselves with promoung bodies
with absolutely limited functions and without any real
autonomy from the ‘constitutional’ organs of the State. The
workers, however, under the impact of dramatic experi-
ences, especially during the past year, rediscovered these
fundamental needs and created bodies rich in revolutionary
potential like the cordomes industnales. But their initiatives
developed late and were not generalized. Worse sull, they
were oftien partially emptied of their content by the man-
peuvres of the buresucracy, determined to strip the
cordones of their potential of becoming Chilean sovicts
and, having drained them of all life, w integrate them into
its own reformist, constitutionalist strategy.

The Chilean events, finally, have shown once again
that the thesss that it 15 posmble 1o overthrow capitalist
power without revolutionary violence, withour armed
struggle, is the most shameful of mystifications, the most
suicidal of illusions. It is of primordial necessity 1o
understand thar when the crucial moment of the confron-
tation for power is reached, armed conflict, independently
of the specific forces involved, Is inevitable in all cases,
and that in Lenin's phrase ‘the military question is the



central political question’,

The working class must prepare itself systematically
for such a perspective, rejecting all spontaneist illusions
and understanding the necessity, even on this terrain, for
centralized acton. It must understand that = purely
defensive aritude is doomed to failure once the crucial
day of reckoning draws near, and must seize the initiarive
from the enemy.

‘Experience in other countries, especially in Latin
America,’ said the December 1971 Srarement hy the
United Secretariat of the Fourth International, “from the
invasion of Guatemala in 1964 o Banzer’s coup d'état in
Bolivia last August, has shown that the working class must
see as @ primordial task its own armed defence. This lessen
is written in letters of blood — the blood of workers,
peasants and students, Any belief in the enemy’s ‘good
will’ is suicidal and must be rejected. In view of the nature
of the government and the relationship between the UP
coalition and the masses in their overwhelming majority,
the task 1o be accomplished is the arming of the workers
and peasants, the creation of instruments of political and
military self-defence, the formation of genuine people’s
militias, and the dissemination of revolutionary propaganda
among the soldiers. Not to take any initiative in this
direction wonld mean in practice to gamble on the “demo-
cratic loyalty” of the army and the specialised forces of
repression, it would mean to be incapable of responding
to a need that is felt by broader and broader sectors of the
masses, made aware of the danger by the Bolivian events.
Allende's declarations that the UP eill respond to any
reactionary wolence are mothing but demagogic charrer,
ingsmuch as they have ao practical implication. Rarher
than relying on spontancism and on improvization, it is
necessary to create immediately the requisite means to
prevent the class enemy from enjoying material condirions
of overwhelming superiority in the confrontations that
inevitably lle ahead. So that there can be no misunder-
standing, the revolutionary Marxists stress that it is not
against Allende but against the threats of the right and ro
riposte against any attack by the bourgeois repressive
apparatus that the workers and peasants must place on
the agenda the crucial problem of arming themselves.”

The Chilean reformists contested these elementary
truths. The fact that many of them have added their names
to the long list of mariyrs of the workers' movement
neither annuls mor attenuates their massive historic
responsibility.

The absence of a revolutionary party capable of
playing a hegemonic role at the level of the masses has
once again shown itsell to be the decisive factor as far as
the proletariat is concerned, ‘Chile will be no historical
exception’, said the United Secretariat’s December 1971
Statement. “The overthrow of the capitalist order cannot
be accomplished withour the decisive intervention of a
revolutionary party, the conscious vanguard of the masses.
The tasks which belong to such a party cannot be dele-
gated to the Communist Party. The latter, deeply marked
by a long Sulinist tradition, is the expression of an
indigenous working-class bureaucracy and of relatively
conservative strata of the prolecariat which are not mohil-
izing in the present crisis with the same dynamism as the
new generation, It retains all its traditional conceptions,
not having in any way broken the umbilical cord which
links it 1o the Soviet bureaucracy. Neither can the tasks of
the revolutionary party be delegated to the Socialist Party.
The lstter has exvended its mass audience, particularly
smong the younger workers, and has in its own constituent
bocies adopted positions which place it to the left of the
Comememmssr Porty [which is the real spear-head of reform-

ism). But it does not have the structure of a combat party,
does not have solid or continuous links with the masses
which it influences, and appears more as a conglomeration
of tendencics and groups than as a homogenous formation ;
in short, it has the characteristic features of & cenfrist
arganization. It is essential, at all events, w reject any

ion based — whether explicily or implicitly — on
the hypothesis thar thanks to the dynamism of the revolu-
tionary process and the power of the mass mavement,
thanks to the weakening of the hourgeoisie and it
probable progressive decompasition, and thanks w con-
ditions in which imperialism is forced m relinguish the
idea of military intervention, the proletariat will be able
1o win power even in the absence of & truc Leninist revolu-
tionary party. It is essential likewise to reject the variant
which effectively holds that a substitute for the revolution-
ary party will be sufficient — in the present case, in the
form of a front grouping all revolutionaries or a cartel of
the various organizations of the revolutionary lefr”

Struggle against the Military Dictatorship! Organize
Militant International Solidarity!

A military coup in a situation like that of Chile in
the last few months could not have been imposed un-
resisted or by means of a limited repressive action.
Everything pointed 1o the likelihood of a courageous and
tenacious resistance by the proletariat; it was also not
impossible that sectors of the army — whose rank-and-file
was made up of sons of workers and peasants carrying out
their military service — might rebel against the orders of
reactionary officers unleashing a dynamic of civil war, In
the event, resistance did indeed develop heroically, and
has not been completely crushed; but the second possibility
wis not realized, or at least not to a sufficient extent to
create the preconditions for an immediate civil war.

The problem of the struggle against the military
dictatorship is on the agenda. The revolutionary vanguards
have the duty to carry out the necessary rurn with the
maximum speed. The problem of armed struggle is no
longer posed in the same terms in which it was posed from
Seprember 1970 on. The previous onentation would
remain fundamentally valid in the evenr of a civil war
involving the occupation by worker and peasant forces of
certain regions of the country. In such circumstances, revo-
lutionaries would put forward the slogan, on a world scale,
of creating international brigades.

It is necessary 1o create, throughout the world, 2
campaign of active solidarity cvoking the best traditions of
mobilization for Viemam. Working-class Chile must be
defended against the barbarity of the golpistas and their
‘national-bourgeois’ and imperialist patrons.

For immediate, massive, militant solidarity with the
Chilean proletarint! Halt the criminal hand of the
murderers! Demand the re-establishment of the elementary
democratic rights of the Chilean people! Demand the
immediate sfrecing of all political prisoners! Defend the
right of asylum for political refugees from the other Latin
American countries and their right to go o another country
of their own choosing! Give political and material assist-
ance 10 the heroic resistance of the Chilean workers!

Imperialism and the so-called national bourgenisic are
congratulating themselves cynically on the blow they have
inflicted on the Chilean workers and peasants — indeed on
the entire worker and peasant movement in Latin America
and throughout the world. But the enormity of the crime
and the heroism of the resistance will have incalculable
repercussions. The Chilean events will accelerate the
ripening of revolutionary comsciousness, just as did




imperialism's criminal war and the heroic struggle of the
people in Vietnam. Capitalism will pay for its present —
and historically  ephemeral — victory in Chile by a
dramaric deepening of irs own contradictions.

Political Resolution from the
Central Committee of the
Revolutionary Socidlist Party ,
Chilean Sedtion of the Fourth
International — 1 September 1973

1. The political situation in the country turns essentially
around the search for a definitive solution o the problem
of power. The need o put an end 1o the peried of insta-
hility is producing important changes in the overall political
co-ordinates, and thus modifying the relation of forces
between the antagonistic classes; it is also bnnging about
changes within the latter. The result is to precipitate
confrontation in the short term.

2. The UP (Popular Unity] Government, such as i
emerged in Seprember/November 1970, has exhausted its
potential. Today, it suits neither the proletariar nor the
hourgeoisie. In spite of its obvious evolution to the right
and the concessions it has made, it is unable to satisfy the
requirements of imperialism and the national bourgeoisie,
which, encouraged by those concessions, are now secking
the total capitularion of the UF — as a first aliernative —
while simultancously organizing with a view o overthrow-
ing it by force.

3. To this end, the exploiters are unlizing all means,
both legal and illegal. Their various sectors divide up the
work, Naked terrorism is complemented by palitical
pressure via the opposition partics, with massive mobiliza-
tions, strikes of their trade-union sections, attempts (o
split the workers' movement irself with the aim of weaken-
ing its social base. At the same time they are speeding up
their work within the Armed Forces, to push them inlo a
coup d'état.

4. The bourgeois class is at present on the affensive
politically, and in its aggressivity it is ahead of its own
parties. This reality is an expression of the crisis of
bourgeois leadership. The bourgeoisie finds itself hemmed
in on the one hand by the absolure necessity of combating
and crushing the workers’ movement and on the other by
the inadequacy of its traditional political structures. This
contradiction accelerates its restructuring on a new class
basis, intensifies political, economic and social instabilicy,
and thus lays the foundations for the predominance of the
Armed Forces, which are perceived as the oaly solution o
this crisis of leadership.

5. Pushed by this offensive from concession to concession,
the government has transformed its character, Swinging to
the right, it blocks off its progressive potential and
separates itself objectively from the masses who support it
Its gestures of s gemeris Bonapartism increase, giving it
the physiognomy of & bureasucratic-military government.
Its detachment from the ensemble of worker and peasant
farces is thus accentuated.

o

fi. The worker and peasant movement is going through a
phase of exceptional development, showing all its real,
fundamental power at the base. Impaortant sectors of the
narional indusiry, the most decisive ones, contribute o
this power. By the most diverse means it is carrying our
expropriations of private property, excrcising both in
manufacturing industry and  in  agricolural concerns
combined forms of workers' control of production and of
direct self-management, fired by the firm decision not w
hand them back o their previous awners

7. This reality shows the strength of the workers'
nffensive, which purs irs stamp on this whole period. If up
to now there has nor yer been an effecrive general polirical
mobilization, it is guite clear thar this is being prepared
from the material Jevels already attnined. We are passing
through a stage of accumulation of forces within the class
mavement, and one of its dominant characteristics is the
military preparation which is spontaneously rising from the
baze, from the very bowels of the class, from the factories,
the peasant commitiees and from the cordoner industriales,
The will o go farward to the socialist revolurion is raising
the level of consciousness of rhe workers, who are pre-
paring o stop the bourgems counter-oifensive arms in
hand.

B. The comtinuing radicalization, the maturing of =
political consciousness as the direct product of their own
activity, is opening a daily-widening rift berween the
masses in struggle and their reformist leaderships. Broad
vanguards, linked w the working class as a whole, are
rapidly coming to understand both the need to destroy
imperialism and the national bourgeoisic and the urgency
of building an authentic revolutionary leadership. The
reformist leaderships, making every effort 1o obstructy this
positive development, arc temporarily preventing the un-
leashing of & clear anti-bourgeois offensive — whose
dynamic would alsa put an end to the illusions which the
present gavernment is still able 1o awaken.

0. The passibilities for political contral of the masses an
the part of the reformist leaderships are visibly diminish-
ing. The bases of the workers' parties are strongly
affected: an integral and decisive part of the workers’
movement, they cannot now reconcile its activity with that
of their own leaderships and are gerting ready to give
battle within their own parties. Healthy revolutionary
currents are searching for the appropriate form of organi-
zation, auguring political shifts which will create the
preconditions for the formation of the revolutionary party.

10. Tt is the ensemhle of these phenomena, their inter-
action, which thrustz inevitably towards an ever more
imminent class confrontation. For imperialism and the
narional bourgeaisie, it is a mawer of life or dearh o first
conrain — and subsequently crush — this workers” mowve-
ment, which is actually engaged in expropriating them. The
bourgevisie clearly understands that even the capitulation
of the government is not enough, if this does not mean the
latter's collaboration in a line of offensive against the
workers’ movement. It is this decision which conditions the
ime which the bourgeoisie will concede to the present
government, before pouring all its forces into an attempt
to overthrow ir.

11. These are the social and political conditions which
make it certain that the resolution of the problem of
power, the extension of the revolutionary process and rhe
latter’s triumph, can only be accomplished on the terran
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of armed stroggle. It is the broad masses, industrial
workers and peasants, who are now preparing for the
struggle with this fundamental understanding. The class
struggle is being extended within the Armed Forces: here
tno, & breach is opening between the base and the officer
corps. The troops, conscious of their class origin, partici-
pate in the general spirit of the workers, and let loose
contradictions within the repressive forces of the bourgeois
state.

12, The Revolutionary Socialist Party places its integra-
tion into this process of armed struggle at the centre of its
activity, and it does so unambiguously and with determin-
ation. To be a decisive nucleus in the formation of the
Party of the socialist revolution, working for its triumph,
is inconceivable if onc does not integrate oneself into the
preparation and development of the armed struggle. It is
not a question of substiruting ouselves for the class, but of
participaring unreservedly, united with the broad masses
and ready to play a Jeading rdle, in the inevitable armed
confrontation to which the mest active sectors are alreadv
committed, in response to the initiative of the warking
class,

13, We reaffiem the tasks of the Political Commitee
resolution of 10 August:

fay To crush the bourgeois conmier-revolution, particularly
its most active centre in the lorry-owners stoppage. Support
for the initiative of the cordones industriales and comandos
comtumaler 1o requisition the vehicles immobilized by their
OWNETS.

(b} To reject all dealings, all dialogue with the enemies of
the workers.

(¢" In order to crosh the bourgenisie and go beyond
reformism, to strengthen the real bases of workers’ and
popular power: the cordones indurtriales and the comandos
comunales. No restriction of nationalized industry. Con-
tinue the expropriation of the national bourgeoisie.

(d) To construct a ‘Revolutionary Unity’, as an instrument
for advancing the revolutionary process. To concretize this
unity with the MIR, the MAPU(G] and the vanguard
sectors of the Socialist Parry at all levels.

The rising class consciousness
of the proletariat
and the problem of power

Editorial prepared for the
September 1973 issue of Revolucion Permanente

The revolutionary upsurge of the workers' movement
has seen a significant increase in political class conscious-
ness since the victory obtained over the attempted coup
d'¢tat of 29 June this year. This increase has been
expressed not only in the occupation of mere than 00
factories in Santiago and an equivalent number in the
rest of the country, but fundamentally in the arming of the
proletariat which has already become general in the
vanguard sectors of the working class.

The embryos of workers' and popular power, gener-
wred above all in the cordomes indwstriales, have been
srengrhened to such an extent that in numerous enterprises
sherr exiss 3 duality of power between the bourgeoisie and

the working class. Moreover, there has arisen a duality of
power in the public-sector enterprises, between the
working class and the bourgeois state apparatus as repre-
sented by the interventores, The workers who occupied the
factories in Julv and August not only seized real power
from the bosses of the private enterprises, but also in
various public-sector industries overthrew the bureaucrats
put in charge by the government (interventores). Tt is
necessary to struggle for this dual power 1o ¢Xpress irself
ar the political level, in order to lannch 2 strugple far the
definitive conguest of power.

Workers' power in the present simation passes via
the cordones imdustriales. As the 9 Angust proclamarion of
the Cordon Viewia Mackenna eaid: ‘The Corden is
Popular Pewer.

The most effective way o crush rhe bourgeoisie and
go bevond reformism is for the proletariat 10 go oner
openly to the offensive, reinforcing working-class and
popular power. We call for a struggle For All Local Power
{0 the Cardones and the Comandos Comunales, which will
have to requisition lorries, wipe out the fascists hy means of
People’s Tribunals, organize food supplies through the
JAP and solve health problems in collaboration with the
FENATS workers and the left-wing doctors.

Tt is urgent to co-ordinate the emhbrne of local
power, 10 convene ds s00n as possible & Popular Assembly,
which dnes nat merely discuss but prepares for the seizure
of political power

For the important thing in the end is to let it be
clearly established that (as with Kornilov in 1917 Russia),
the struggle ix not simply one to crush the fascists, bur
hasically onc of preparation to become an alternative
power to the capitulating government. Tr is necessary to
fix a clear strategy for power, without allowing oneself to
he drawn off by minor conjunctural questions — which
have tended to convert cermain organizations of the revo-
lutionary left into mere lefi-wing pressure groups on the
traditional left

The workers cannot go further along the blind alley
into which the capitulations of reformism have led them.
They cannot simply remain on the defensive, waiting until
cither the bourgeoisie obliges Allende to resign or the
military decides to Jaunch a coup d'érar, The guestion now
posed is not one solely of preparing to counter the immin-
ent coup, but of organizing to initiate a siroggle 10
seize power. The proletariar and the organizations of the
revolutionary lefr, of the revolutionary sections of MAPU
(Garreton-Aquevedo) and of the Socialist Party, must rake
the political initiative, overcoming by means of a ‘Revolu-
tiopary Unity® front the failure of revolutionary leadership,
with the aim of establishing a strategy for power and
preparing scriously and responsibly to initiate the armed
strugele for the conquest of proletarian political power.

The armed struggle must be initiated not when the
proletariat enters a period of retreat, as can happen in the
face of massive repression by the Armed Forces, but
precisely in a period of revolutionary upsurge of the
masses like the present. The dangers of feguista or
‘militarist deviations will be overcome, not simply through
the organizarions of the revolutionary left understanding
the errors commirted by the guerilla groups of Latin
America, but as a result of the massive character which
the armed struggle will acquire in Chile, with the incor-
poration of thousands of proletarian men and women in
the Revolutionary Peoole’s Army. The determined artrude
of the proletariat will be 2 catalyzing factor in accelerating
the present crisis within the Armed Forces, impelling the
soldiers and sailors to pass over to the cause of socialism.
‘Proletarians. Forward! To the Arack!”
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* THE SITUATION IN
 BRITAIN AND THE
TASKS OF THE IMG

Theses prepared by the United Secretcrigt of the
Fourth International for discussion in the British Section

[ . The historic crisis of British imperialism,
—’Whlﬂh has been maturing for many
|years, has two basic roors. First, the
\general crisis of the world capitalist
|system, which since 1966-7 has entered
|a new, more serious phase; this seripusly
limits the possibility far  British
capitalism to profit indirectly from inter-
national capitalist expansion. Second, the
precipitate decline of British imperialisn within the inger-
national capiralist framework; with the end of Brirish
hegemony first on a world scale, then in Europe, South
Asia, the Mediterranean and finally in Africa, the British
capitalist class has been reduced to a third-rame power,
already ouwtstnpped by the US, Japancse and West
German imperialists,

After twenty years of slower growth than any of
its rivais, the reserves on which Britsh imperialism
could feed 10 obscure and hide this decline have now
disappeared, The decline has become clearly  wisible.
influencing not only economic trends, political develop-
ments and tensions between the classes, but every single
field of social life in Britain. The decline in the rate of
profic of British capital, the relative decline of reparriated
profits compared 1o the national income, the decline in
the share of world exports, the decline of the pound ag a
world currency, the decline of British wages compared
to those of half a dozen other imperialist countries, are
the key indicators of thiz moral crisis,

' Traditional bourgesis society and

rraditional bourgeois rule in  Britain
| (parliamenrary democracy) were solidly
founded on a British hegemony aver the
capitalist world which lasted nearly two
centuries. A deep-rooted belief in the
stability of the system, which could be
| ‘reformed’ bur never seriously chal-
- 5 lenged; a general acceprance of the
oourgeois-parliamentary  ‘rules of the game’; the
capacity of the bourgeoisie to awoid large-scale
social  explosions, thraugh occasionally  granting
massive social reforms (the last time was in the
period of the 1945-50 Labour government); the pawerful
combination of mass unionism and mass social-democracy;
the absence of any mass tradition of revolution, Marxism
or communisci; a much deeper influence of social-
patriotism and chauvinism within the working class; an

dcceptance by the bourgeaisie of the rcformiss social-
democratic Labour Party as an alternative bourgenis
government:  all these and other specific features of
British society had rheir objective roots in the specific
position of British capital in the capitalist world market
and the Empire and its effect on the interrelationship
between the basic classes of Brirish society, The ar first
gradual, and now precipitate, disappearance of all these
marerial roots leads, of necessity, w a fundamental crisis
of all aspects of British bourgeois sociery and traditional
bourgeois political rule in the country.

The outbreak of civil war in Northern Ireland; the
divisions this has created inside the ruling class; the
temporary appearance of armed organs of dual power
in the Catholic areas of Northern Irish cities: the use
of the British army as a tormuring police agamsty the
Northern Irish insurgents; the inevitable demoralization
provoked by these developments inside the army; the
seeds of revolutionary and  counter-revolutionary
developments which these experiences implant in the
British working class and the British bourgeoisie:  all
these constitute a key aspect of the decline of Brirish
impérialism

Lhe crisis in Ireland is the most striking manifesta-
tion of the crisis of British imperialism, and has in tum
accentuated the latter, In the context of intensified
economic problems and a turn to the EE.C, Britsh
imperialism’s interests would be best served by & fieo-
colonialist relationship with the whole of Ireland — such
&5 now exists in relation to the Twentv-six Counties. Tts
initial moves to achieve this end sparked the crisis in the
North, which now poses an imminent crisis throughour
the whole of Ireland. The crisis in the North s the
sharpest and most intractable aspecr of thar crisis, but
British imperialism’s orientation 10 the EEC also co-
incided with the end of an epoch for the bourgeoisie of
the South. The amempt by the national bourgenisie,
through the Fianna Fail party, to create an independent
cconomy in the Twenty-six Counties had failed by the
mid-sixties; although some important developmenns
had been consolidated, the hasic relationship between the
Irish and British economies remained. in essence, the
same as that which had existed before the 1916-21
narional struggle.

The Southern economy was still based on the export
end processing of agricultural goods for the British
market, and the industrialization of the economy and
urbanization of Southern society did nor change this
basic relationship. From the mid-sixties, the stranegy of



the Southern bourgeoisic was to get the best possible
deal within this relatonship — the attempt to change it
was gbandoned, Thus the need for sweeping changes in
the South — economic, political, cultural and ideological
— was to become entwined with the attempis of British
imperialism to reform the North, The contradicuions in
the South are more heterogenous and less explosive than
those in the North, but are being exacerbated by the
Northern crisis. Once these contradictions produce mass
struggles in the South, they will bring broader social
forces into the conflict, ch:mgm; the whole balance of
forces in the triangular crisis of the three states (Britain,
the Six Counties and the Free State).

The Britsh ruling class has failed to date in its
‘various amemprs to defuse the srruggle of the minority in
the Six-County stateler; chere is no sign thar it can
demobilize the struggle unless it inflicts a decisive defeat
upon them. This is extremely difficalt for the ruling class
whilst 1t has not yet sertled accoumts with the British
working class’s current militancy. The continuing struggle
of the minority creates problems for the ruling class in
dealing with the British workers, in that it creates crises of
policy, ties up resources and contsins the potential of the
two struggles being linked. The historic relationship be-
tween Ireland and Britain; the existence of 14 million
Irish workers in Britain, who remain part of the Irish
working class but are simultancously integrated into the
British working class; the fact that each struggle limits the
ability of the bourgeoisic o defeat the other; and many
other feamres, ensure thar the destinies of the Trish and
British revolutions are closely linked.

However, the objective interest of the Irish and
British working class in smashing British imperialism is
not reflected at the level of consciouspess. This is a product
of the political backwardness, reformism and chauvinism
of the British working class and its organizations, which
has prevented them from understanding the common
inrerest they have with the Irish natonal struggle, and the
necessity for them to support that struggle. It is, therefore,
a necessary part of the class struggle to fight this backward
consciousness of the British working class, and o seek w
build a solidarity movement in suppart of the Irish
struggle which does not retreat on key questions, such as
solidarity with the armed struggle in Ireland against
British imperialism.

For the IMG, therefore, a strategic nim, which would
consolidate the links berween the struggle in Ireland and
the struggle of the British working class, would be the
building of a mass movement in selidarity with the Irish
struggle, which would support thar struggle at whatever
level it had reached. Such a movement, representing a
break with the entire tradition of the British working class
in relation to the Irish and other colonial struggles, would
mdicate a profound shift in the relatonship of forces
berween reformism and revolutionary politics in the
working-class movemnent, and is inseparable from a more
generalized upsurge of the class struggle in Britain, the
deepening of the crisis of the imperialist intervention in
Ireland, and the numerical and political strengthening of
the revolutionary vanguard in Britain. The building of
such a solidarity movement is the centralizing focus of all
our work on the Irish question in Britain, and a continuous
aspect of our campaigns, regardless of ups and downs and
changes i the palitical conjuncrure,

In the present period, the trends towards a troops
withdrawal movement represent the most favourable
possbilinies in the simation, and our intervention must be
dewrmed 1o accoioraic and consolidate these ends. The

development of a broad movement demanding the with-

+drawal of the troops, and linking this to the demand for the

right of Ireland to self-determination, would not anly
render immediate aid vo the Irish struggle, bur would
greatly enhance the possibilities of breaking down the
political backwardness of the working class on the Irish
question, and would create much greater possibilities of
building a solidarity movement.

The onslaught of repression against Irish milirants in
Hritain poses twa fasks:

l. ta defend the victims of repression (e.g. the Belfast:

Ten, the Coventry Seven);
2. o work within the anti-repression movement to direct
it towards a political offensive on the question of the
British Army. We should at all times link this reprezsion
with that in Ireland irself, and wirh the repression in
general against working-class and revolurionary militants
in Britain and Europe.

The fact that the North of Ircland 15 being used as
1 laboratory for repressive techmiques, which will be
utilized by the NATO powers for internal 'security', shows
concretely why the guestion of the British Army in Treland
centralizes the most important aspects of (he immediate
struggles ngainst repression, and links (hem to the need
for solidarity with the Irish struggle

Finally, the TMG must, in all its activities on 1reland
and by direct assistance, help to build rthe Fourth
International in Ireland, the Revolurionary Marxist

Group.

Revolutionary Marxists, more than any
other section of Brirish sociery, must be
conscions of all these changes and draw
all tha conchmsiens which flow from them,
even though the mass of their class has
not ver reached thar understanding. The
crisis of British impevialiom implies a
erivis of British parliomentarism  and
working-class reformism: that is the hey
conclusion we must draw.

But imperialism, even in its period of death agony,
does not know situations withour any way out. However
deep the present crisis, British capital is capable of solving
at least its main difficulties.. The solution which ir has
embarked upon over the last decade. and which the
election of a Conservative government in 1970 brought a
step nearer o realization, runs as follows: 1o integrae
British capital with Western European capiral into a new
imperialist ‘super-power’, capable of competing with
Japan and the U.S5.A, on equal terms; to conquer a
dominanr position for British capital inside the Common
Market; to utilize entry into the Common Marker for
seriously stepping up the rare of economic growth, even
overtaking the declining growth rares of most of the
continental capitalist powers; with that in mind, to quali-
ratively increase the rate of profit of British capiral.

Furthermore, the decline of Briush imperialism, the
growth of the power of rival imperialisms and the overall
backwardness of British industry, combined with the
general decline of those industries which were the backbone
of Britain's former position as the ‘workshop of the world’,
necessitate an all-out amack on the standards of living,
working conditions and social reforms conguered by the
working class since the beginning of this cenwry. Such a
decisive change in the relarionship of forces, such a
qualitarive increase in the rare of profit, requires an all-out
amtack on the organized working class, with the inflicting
of a decisive defeat on the trade unions in a large-scale




confrontation.

Entry inwo the Common Market was also intended to
facilitate the carrying out of such a decisive change in the
relationship of forces (through the advantages to be gained
by closer political and economic collaboration; through
intensifying the use of market forces o rationalize industry;
through diverting the anger of the working class over the
steep rise in the cost of living, erc.); bur over the last
period it has shown litde sign of achieving this aim On
the contrary, the worsening balance of payments reveals
the urgent need of the British bourgeoisie to deal with ‘s
own’ working class before it can hope to make real gains
out of the Common Market.

The main obstacle in the path of the realization of
these goals remains, however, the tremendous organized
strength and self-confidence of the Britsh working class.
It is the only working class in the world nor to have
suffered any serious defeat for over forty years (since
1926-31). This organized strength expresses itself both in
the increased total strength of the trade unions and in the

ectacular nse of the number of shop-stewards in the
actories, The sharp increase in sirikes over the last five
vears is both the expression of the organized strength and
growing radicalization of the class, as well as its answer
o the growing capitalist offensive necessary for an imple-
mentation of a bourgeois solution of the crisis. For these
reasons, a head-om collision between Capital and Labonr
sems wnavendable i the period before us.

This does not mean that British capitalism has lost
its overall margin of manoeuvre, or that it prefers a
collision course rather than an attempt to arrive at some
sort of compromise with the trade-union bureaucracy.
From the bourgeoisie’s point of view, there is no contra-
diction between a .policy of ‘imtegration’ of the trade
unions in the bourgeois state and a policy of breaking the
influence of the ‘militants’ inside the factories — although,
of course, these demand different tactical responses from
the revolutionaries and the vanguard. On the contrary, the
bourgeoisie would prefer that the backbene of militants in
the factories was broken by the Labour Party bureaucracy
(thar was the objective function of the Wilson government).
But the fate of In Place of Strife indicated that, given the
relationship of forces within the working-class movement,
this “ideal” variant was unrealizable, In these circumstances,
and despite the temporary amemprs to arrive ar an under-
standing with the ‘moderate wing” of rthe trade-union
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movement, the depth of the crisis and the power and
militancy of the working class makes a decisive test of
sirength between the classes inevirable. Only afrer a
defeat of the more militant sectors of the working class
could a change in bourgeois ractics again occur.

The cenrtral objective of the bourgeoisie in the coming
test of strength will be qualiratively to strengthen the state
{as in 1958 in France). Methods such as fascism or the
installation of military dicratorship would, in the present
relationship of forces, meet with a massive response from
the working class. And even the qualitative strengthening
of the bourgeois state (the only other means the ruling
class has in Britain of strengthening its hand over the
working class) could only be achieved if a humiliating and
crushing defeat was inflicted on the working class.

] The aobjective pre-conditions for a

victorious socialist revolution in Britain
are ripening fast. Seldom in European
history have there heen more favourable
relations between the clases for such
a victorious revolution: decay, potential
division and confusion in the ruling
class and 1ts allies; an insignificant réle
played by imermediare layers and forces,
What stands in the way of a successful solution of the
Brinish crisis through a socialist revolution is the weakness
af the suhjective factor necessarv for soch a revolution,
e, the class-consciousness of the working class and fts
leadership.

Specifically, given the spectacular rise of the shop

stewards movement and the no less spectacular decline of
the control of the Parliamentary Labour Party over the
working class as a whaole, the nature of the crisis of the
subjective factor and the cause of the revolurionary
vanguard's weakness can be summarized by two factors:
fa) the fragmentation of the working-class strugples and
the more militant shop stewards, confined to single firms
and industrial branches — a fragmentation which, at best,
is only overcome periodically, and on a local level;
(b} the deep-roated influence of reformism, electoralism
and parlismentarism (combined with social-chauvinism)
inside broad lavers of the working class. In other words,
a lack of understanding of the nature of parliament, the
existing state apparatus and all the ‘values’ which prop
them up as tools of the class struggle of Capital against
Labour.

British social democracy shows in an extremely ad-
vanced form the general rendency of Furopean social
democracy, and more latterly Sralinism, towards the
depoliticization of the working class By confining its
operation and" perspectives within the framework of the
bourgeois state, with its necessary distinctions between the
‘political’ and the ‘private/non-political’ spheres, these
parties reduce politics to parliamentary and electoral
activities in which rhe mass of the class cannot and will
not be involved on a conrinuous basis. Inasmuch as late
capitalism tends to increase the rendency, inherent in class
struggles even at an earlier stage, to transform daily
economic struggles into conflicts with the bourgeois class
as a3 whole supported by its stare and government, syn-
dicalism and reformism feed on each other and both tend
o weaken the capacity of the working class to give a unired
class answer to the challenge of the social crisis,

The building of the revolutionary party in Britain
will essentially involve the removal of these key obstacles
on the road to a victorious socialist revolution, Conscious
effurts by revolutionaries are an essential precondition for




this removal. But they are powerfully helped by the
groming comtradiction herween the militancy and radical-
ization of swccessive layers of the working class and the
oppressed in general om one hand, and the relative
backwardness of their idealogy on the other hand. It is by
conscious intervention in struggles through the develop-
ment of initiatives and forms of action and organization,
and by fighting for goals and slogans corresponding 10
the needs of the masses and understood by growing sectors
of the vanguard — combined with revolutionary propa-
ganda, bur mot essentially by propaganda alone — that
this comtradiction can be overcome; that the grip of
primitive syndicalism and reformism on successive lavers
of militant warkers can be loosened and rhe building of
the revoluriopary party take a qualitarive leap forward

In a situation of growing class confronta-
tion, approaching & head-on collision
between the classes and  potentially
growing over into s pre-revolutionary
situation, the existing nucleus of the
revolutionary party, the IMG, can only
go through a qualitatively new phase of
erowth towards the buoilding of a
revolutionary mass party, if it fulfills two
basic conditions simulraneously:

1. projects before the advanced layers of the working
class, the radicalized vouth and women as well as the
anti-imperialist militants, a general line, a ‘central
strategic project’, which correspands bath to the objective
nceds and logic of the unfolding class confromation —
incorporating and expressing the basic socialist solution
to the social crisis shaking Britain — and o the instmctive
thrust of the masses in preparing for this confrontation

2. concentrates its day-to-day activities on those helds
and in those forms where the best vanguard elements
already active in various current struggles can be won over
to our general line, through the experience of participating
in or observing our intervention and our initiatives, which
they regard as answering some of their problems.

Both conditions form a dialectically intertwined
totality. The first without the second implies the danger
of secrarian propagandism (or an opportunist combination
of propagandism plus tail-ending current struggles). The
second without the first — the auempt 1o develop an
action programme with mo central thrust — implies the
danger of pragmatism, subjecrivism and impressionism:
jumping from one ‘field of intervention’ to another
following the conjuncrural ups and downs of the siruation,
without a central guideline or project or withour raking
into consideration the general needs of the class srugele.
In the present circumstances the ‘central sirategic project’
can only be: support, extend, unify and genmeralive all
current struggles towards the preparation of @ general
strikes ta bring down the Tory government and create a
situanion of dual power in Britain,

This general line doverails both with our analysis of
the dynamics of the class struggle, which is in the direction
of a generalized confrontation, in which we obviously want
to create the best conditions for the victory of our class;
and with our analysis of the main subjective obstacles on
the road of a victorious socialist revolution, inasmuch as
& unification, pgeneralization and politicization of the
current struggles helps 1o overcome the obstacle of
syndicalism, and the thrust towards hghting for the
creation of organs of dual power tends to overcome the
obstacle of electoralism and reformism.

By prosecting as our central thrust the perspective of
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@ general strike to bring down the Tory government, we
warn the workers that if they continue to answer the
capitalist onslaught (the LR, Act, wage freeze and similar
measures) in a fragmented and split way, they risk defeat
We prepare the necessary conditions for overcoming these
internal splits and fragmentations of the class, through the
extension and growing unification of the struggles actually
being conducted. We avoid the danger of a growing isola-
tion of the militant sectors from the broader mass of
workers. more likely to be influenced and weakened both
marerially and ideologically by the bourgeois offensive.
We contribute via our interventions to raising the political
level and consciousness of the class, by underlining the
political nature of the class siruggle at present intenzified
in the country. We simultancously combat the danger of a
new deviation into reformist. electoralist channels of the
growing political awareness and miliwncy in the advanced
sectors of the working class which expressed irself graphic-
ally in the miners' strike and the struggle to “Free the
Five', with the use of political mass actions outside the
‘traditional’ realm of parliamentary palitics, unprecedented
in the postwar histary of the British working class.

While we do not exclude in advance a general con-
frontation breaking out around some other issue than the
direct posing of the existence of the Tory government —
for example, the wages freeze, severe and OUTTARCOUS 4CTs
of repression, open political provocations, erc. — and in
such circumstances would support and push forward all
calls for & general sirike and other decisive methods on
these issues, nevertheless by adopting a line of preparing
for a general swrike 1o bring down the Tory government
we consciowsly and deliberately anempr o give d central
focus to all existing struggles. In this way we contribute in
practice, be it within the limit of our own modest forces
and influence, 10 overcoming the objective fragmentation
of workers' struggles — and of the struggles of other
oppressed sectors of society — which is such an important
obstacle on the road to victory in the decisive test of
strengeh berween capital and labour in Britain.

In the event of a decisive clash becaming posed round

FREEDOM
STRUGGLE

BY THE

PROVISIONAL
IRA

100 pages. Hetail: S0p. Special Offer Mail
ordar: 50p post free Fram. RED BOOKS,

24 Boundary Road, London NW.B



some other issue in a given conjuncrure, the IMG would
have two interlinked tasks. Firstly, in its agitarion to push
forward by every possible means the movement towards a
general strike on the key issue around which the class
forces were becoming polarized; simultaneously, in its
propaganda to emphasize thar while the movemenr rowards
a general strike on the issue under dispute had to be
supported completely, nevertheless it was necessary o go
further to take up the issues of the government, of dual
power, erc. Thus while we do not exclude in advance the
use in agitation of slogans for a general strike on issues
other than the Tory government, and do nor mechanically
counterpose the slogan of a general strike to bring down
the government to movements, thrown up by the objective
development of the struggle, towards general sirikes on
other issues, we nevertheless regard such questions as
conpunciural slogans within the general tendency towards a
clash berween the working class and the centralization of
hourgenis strategy via the Tory government. In the event
of a pencral clash breaking out around some issue other
than the existence of the Tory government, and in the
period Jeading up to the outhreak of such a struggle, the
question of the Tory government should assume a direct
rile in the agirarion of the organization.

A correct understanding of that general
line implies combating a whole series
of deviations which many who claim
o be Trowskyists have repeatedly been
guilty of in Britain,

l. We do mar tie the pgeneral sirike
perspective to that of the re-election of
g Labour government. First, because we
L ldo oot exclude in advance the more
favourable variant, namely, that the strike would have an
extra-pacliamentary outcome (doal power), and we do
not contribute to sirengthening the social-democratic
tradition of looking only to elections for ‘political solutions®,
at the very mament when this tradition is being seriously
weakened, Second, because we cannor exclude that the
general strike could actually take place when a Labour
government was in power; this would be a real possihiliry
if a Labour government was returned within the next few
YVEATR.

2. We do not counterpose the general strike perspective
to the existing struggles (a mistake made implicitly by
those in the labour movement, like the SLI., who siress
the furility of anything less than a general strike, instead
of the potential of existing struggles); on the contrary, we
present the general sirike as the necessary culminating
point of all the current struggles (which we vigourously
support and strive to extend), necessary because recent
experience indicates very clearly the difficulties confronting
isolated sectors of the working class.

3. We do mor counterpose the preparation of a general
strike 'from below® to the preparation of a general strike
‘from above’ (i.e. through motions presented to the TUC),
We consider thar all discussions, resolutions and actions
which tend w pur that perspective before broader and
broader layers of the workers are useful, and we therefore
periodically agitate at normal trade-union meetings in
favour of the recall of the TUC to prepare & general strike,
withonr making such agitation in our press and in our
interventions  into the main, permanent axis of our
campaign.

4. We do not limit the general sirike propaganda to
factory workers alone, for the deep-rooted, overall social
crisis shaking British capitalism makes a growing partici-
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paton by university, polytechnic and school students
women, intellectuals, technicians, etc. in such a general
strike (as in France, in May "68) nor only probable, but
highly desirable. Simultanecusly, we understand the
priority of rooting the organization in the vanguard of the
militant sectors of the working class and we understand
thar its credibility among other. layers will depend upon its
ability to combine the presentation of over-all solutions
for the social crisis (and itself as a force with a following
amongst the advanced sectors of the working class) with
concrele proposals for the most adequate forms and goals
of struggle for these layers,

5. We do pot conduct the popularization of the gencral
strikg line in an ulumatist or hectic way (a headline in
every issuc of the paper), nor in a haphazard and impres-
sionjstic fashion, We understand it as & continuous political
campaign which recurs regularly in our press and our
interventions, tied to various current struggles and analvses,
but which takes an agizational form only under circum-
stances where this becomes both necessary and credible
(ie. in relation w existing struggles, debates within the
organized labour movement, enc.).

6.. Finally, we consciously combat any tendency towards
an economist adaptation to the sirong syndicalist wraditions
of much of the vanguard of the working class in Britain.
We do not crudely subardinate the struggle of siudents,
women, blacks, etc., w the general strike perspective, but,
through fighring for our action programme throughout
the labour movement, seek 1o involve all those who are
conscious of their oppression under capitalism in working
for the general strike, as a social confrontation which will
put in guestion every aspect of life under capitalism.

Preparation of the appearance of organs
of dual power immediatcly before or
during the general strike — or whatever
other form the generalized confrontation
between the rwo classes pending in
Britain will take — is our main strategic
goal in the coming period, the one which
differentiates us most sharply from all
other currents on the left, currents which
either effectively work towsrds the reabsorption of mass
struggles within the framework of parliamentary democracy
(the Labour left, CP, RSL, and, partally, the SLL),
or fundamentally avoid the question of state power tied
to the question of dual power (IS).

Ohviously we are not content with posing the creation
of organs of dual power. We want workers' power, the
creation of a warkers’ state based on warkers’ councils and
workers’ democracy. But this remains a purely theoretical
statement, liable in the best of cases to be understond only
by individual members of the vanguard for rather of the
vanguard of the vanguard), uniil the working class has
passed through the experience of dual power. The function
of a period of dual power is to modify in a qualitative
way both the possibility for the working class o break in
practice with reformism and bourgeois parliamentary
idealogy, and the possibility to build a mass revolutionary
party.

It is impassible 1o predict today the precise way in
which dual power organs will actually arise in Britain.
They could arise out of strike commitiees (the classical
Russian variant). They could arise out of factory and
shop-steward commitices (the rtendency prevalent in
Germany in 1922-3), They could arise our of local and
regional bodies for ‘united action” against the Tories and
the emplovers, on a much broader basis (the tendency




prevalent in Spain, in 1936). It is useless to speculate on
these variants and consider this or that form as more
likely than (or preferable o) another. Whar revolutionaries
have to do today, 15:

1. propagate tirelessly the coming together on a local
regional basis {and as soon as possible on a national basis)
of the real militants leading the struggles, across factory,
sector, industry or political alignmenr separations — in
other words, propagate the most diverse forms of
unification in action of the vanguard around the key issues
thrown up by the class struggle, concretely helping it 1o
prepare for the general sirike to bring down the Tory
government, ie. to hght for a global class answer (o the
social crisis and the bourgenis offensive;

2. acquire in this way the capacity to inter-relate and
combine the various forms of such action commitiees
which will, in circumsrances of working-class upsurge,
arise under different labels and differenc leadership (in
some places, local meetings of shop stewards; in others,
local trades councils; in others again, local united front
committees of left groups; and in some cases the possibility
exists of local Labour Party bodies plaving a rle):

3. use all these diverse forms of acrion commirtiee, and
every experience of unity in action of the vanguard,
order to prepare and educate the vanguard for the appear-
ance of the qualitatively different Councils of Action which
will emerge in a general strike situation.

In this framework, we must reject two
deviarions.

1. A secrarian deviation which sécks o
establish, Councils of Action on a pro-
grammatic basis. This deviation blurs
gll distinction berween (i) action ¢om-
mittees comprising sangnard elements
of the class united for specific abjectives;
and (i) the emergence of embryonic
organs of dual power (Councils of Action), which by their
very nature must be all-embracmg representative bodies,
refiecting all the political divisions and relations of forces
inside the working class as they are ar a given moment,
and whose key importance lies in the way they can begin
to raise an alternative authority  that of the bourgeois
state, thus combining a capacity for class unity ar a
qualitatively new level with a capacity for big leaps
forward in class consciousness.

2. An opportunist deviation which views these bodies as
simply pressure groups to ‘force” the trade-union bureau-
cracy and the Labour Party to fight. This view iz based
an the concept that because the working class srill vores
for the Labour Party, it is therehy incapable of acting as
a class outside the organizational framework of the Labour
Party (except in ‘purely economic struggles™, On the
contrary; the whole present situation is characterized by the
fact that, although they still vote Labour in their over-
whelming majority, the workers — especially® the more
militant ones — look less and less upon the Labour Party
as a means to overthrow capitalism and solve the social
crisis in Britain, and look less and less upon parliamentary
elections as a means to solve their basic immediate
problems. We must firmly base ourselves upon this
contradiction, and see in the capacity of the class to create

organs of dual power although it still votes for the Labour’

Party a more systematic expression of this contradiction,
creating the means o solve it in a favourable sense from
the revolutionary viewpoint.

It i m the framework of our central strategic goal,
w omure that organs of dual power actually arise pup of
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the general strike in which the decisive test of strength
berween Capital and Labour in Britain could culminare,
that propaganda and wherever possible agitation for, and
attempts at exemplary implementation of, workers' control
take on a special importance in the orientation of the
IMG,

Revolutionary Marxists reject any confusion berween
workers’ control and workers’ self-management. They
likewise reject the gradualist notion that workers” self-
management under capitalism or workers’ participation
glongside employers on management boards of capitalist
firms can be in the inrerests of the working class. However,
ar times of heightened class srruggle, workers' control can
include teking decisions about the productive process as a
part of the struggle against the employers — e.g. the de-
cisions on the allocation of electricity made by the striket
committee at Brest. In pre-revolutionary situations, workers
taking over and running the means of production (dual
power at the level of the factory) can act as a focus, a spur
and an aid o the development of the class struggle in a
revolutionary direction and to the establishment of dual
power at the level of the siae,

Workers" control means to us the actual defiance of
emplovers' authority and capitalist decisions bv the
workers, before they have the power to overthrow capitalist
relations of prodoction and the bourgeois State. It marks
4 process of qualitative increase of class consciousness and
class militancy, prior to an actual revolutionary situation.
In its main expressions (amemprs to abolish commercial
and banking secrets; to welo specd-ups and changes in
labour organization ai plant Jevel — j& @ctually not apply
them; to vero lay-offs or reductions in the volume of
employment in factocies, localities, regions or branches of
industry, while simultaneously refusing anv responsibility
for managing isolated plants), it creates both the objective
and the subjective conditions favourable for the establish-
ment of embeves of dual power, both i realiry and, even
mare important, in the consciousness of the working class,
Concrete experiences of this type, and especially their
extension, will be a vital and necessary precondition for
the emergence of actual organs of dual power on the
occasion of a general strike or other form of decisive
generalized mass mobilization of the working class and
the oppressed.

This method of approach to propaganda and, when-
ever possible, acwal siruggles for workers' control
exemplifies the more general method by which the
IMG should approach the application of the transitional
programme, What is involved here is the need 1o under-
stand the absolute priority of starting from the class
struggle, from the experiences accumulated by sectors of
the class —and finally by the class in its entirety —
through their struggles, in order 1o raise the consciousness
of the working class. For that reason, we do nor believe
that our intervention should consist esscnually in ‘explain-
ing’ (propagandizing) fundamental aspects of the Marxist-
Leninist theory of the State or of capitalism (although
propaganda for the full programme is obviowly an
essential, and too often underestimated, element of the
activity of a revolutionary organization); nor that it should
be limited to supporting the immediate demands which the
workers in struggle advance themselves (although, there
again, such support is absolutely essential, excepr when
these demands conflict basically with the interests of the
working class as a whole) and hoping to win the most
resolute militants for our organization simply by being
more militant than others in our fight for these demands.

Our intervention has to be based on a conscious
application of the transitional programme in the sense




that, starting from the given needs and consciousness of
the masses, we try to bring broader and broader sectors of
them to fight for such goals and in such forms as to
sgnificantly raise that level of consciousness. In that
sense, there is a world of difference between a struggle
against redundancy which limits itself to a protest demon-
stration {even under the slogan ‘Bring down the Tory
government”) or, worse still, to a Iobby of parliament, and
a struggle against redundancy which — as exemplified by
actual strikes Ied by Trotskyists in various European
countries — brings the workers to prevent lay-offs in plants
and regional branches of industry, and instals actual organs
of workers' control over the level of employment in these
plants. We have, of course, not the slightest illusion that
this could actually become stabilized or institutionalized
on a wide scale, i.e. rhat the workers could ‘abolish’
unemployment withour abalishing capitalism. Bur we are
firmly convinced that experiences of thar type qualitatively
increase the self-confidence of the working class, qualita-
tively increase its capacity for self-organization, and
thereby create more and more favourable conditions for
the emergence of an actual dual power situation from a
generalized mass upsurge.

For the rime being, the basic trend of the
working class, and especially its more
militant secters, is towards less and not
mare involvement inside the Labour
Party, At rthe same ume, electoral
polarization, especially in a general
election, will be stronger than ever,
given the degree of sharpening of the
class contradictions in Britain. A wvote
for Labour will be a class wote, not in the sense that it
will be a vore for socialism (nobody apart from certain
self-proclaimed ‘Trowskyists' believes that a  Wilson
government could implement socialist policies;, and one
has ar least to express the hope that those “Trotskyists’
who still shout “Labour 1 Power on a socialist platform’
do this tongue in cheek, in order to convince some mythical
waorking class said really to believe thar the Labour Party
is about to introduce socialism, said m need a ‘new
negative experience” which will expose the “traitors™, but
in the sense that it will be a vote against che capitalist
class and what the mass of the working class sec as its
most faithful representative, the Tory Party. Under these
circumstances, the IMG will have to call for a vote for
Labour, but without creating anv illusions in the nature
of the incoming government or in the possibility of solving
the crisis of British bourgeois society through parliamen-
tary action. The correct slogan will have to be a shortened
variant of a formula of the type: ‘Vore Labour, bur rely
ealy on your own struggles; which must be unified’.

For the same reasons, we should not propagate the
sdea thar we are always auromartically in favour of the
party which commands the clectoral support of the majority
of the working class forming a. government, Historically,
there have been many occesions when such an attitude
Bas been inadmissable for revolutionaries (*Noske two
power in 1919 was nor proposed by a single communist,
Bowever “right-wing’ he might be). And equally roday, we
should mot educate our members with any such ‘absolute
rule’. As we said before, with regard to the formula for the
general srike, the concrete combination of circumstances
during which a generalized upsurge of the mass struggle
actually occurs could very well orient the working class
away from a parliamentary-elecioralist solution. And =
significant rift might occur between the remnants of
electoral loyalty towards the Labour Party and the relation
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of forces in local ‘councils of  action® which, without
consciously breaking with the Labour Party, might be
dominated by militants already to the left of the Labour
Party. Especially if a gpeneral strike occurs under a Labour
government, such a combination of circumstances would
be very possible. Even if the majority of the workers siill
showed loyalty to the Labour: Party, and the slogan “All
Power o the Councils of Action' actually implied a
government & majority of whose members would formally
be members of the Labour Party, this would have an
entirely different significance from saying that we were in
favour of the Labour Parly forming the government,

But 1oday, disputes around questions of this nype are
essentially of an educational nature, whose enly purpose is
to avoid the adoption of general formulas supposedly
applicable to all and every simation. It is unnecessary to
come out in advance with the ‘correct government slogan’
in our propaganda for the general strike, because the very
success of that propaganda, together with all the other
subjective changes' which are occurring and will occur in
the British working class (especially its more militant
sector), could significantly modify the conditions upon
which the correct formulation of such a slogan depends.

Nevertheless, the reality of the working-class radical-
ization in Britain covers a great varicty of local and
regional situations. It is undoubtedly the case that in many
localities it is borh possible and necessary to involve local
Labour Party Young Socialists and even local Labour
Parties in different united fromt activities (in support of
strikes, anti-imperialist siruggles, student, echool-smdent
or womens' liberation campaigns, etc.). The organization
should be prepared 10 undertake this withour sectarianism
or inhibirion, and should constder this & specific applicarion
of the general policy of building and extending auronomaons
united action bodies on a local scale — bodies which pave
the way towards real ‘councils of action' womorrow and
real dual power organs the day afrer tomorrow.

If and when a shift in the siruation occurred, eg a
sudden massive influx of radical workers into the Labour
Party or the sudden rise of a ‘new left’ in the constituency
parties, we should be ready to re-examine the situation
with the maximum fexibility. What we are basically inter-
ested in is to struggle together with the vanguard and
canvince it of the correctness of our policies for the working
class as a whole. Whether this vanguard scts inside or
outside the Labour Party cannot be the most important
aspect of the siruation, neither positively nor negatively.
The basic fact is that it is not encompassed inside the
Labour Party, does not orient twowards the Labour Party,
and is capable of acting independently from the Labour
Party. Thar is the basic reason why any form of entryism
is misplaced under the given circumstances. Bur this does
not exclude at all attempts to involve local Labour parties
in genuine unity of action, sor approaching them system-
atically with this purpese, wherever this is credible and
necessary for the success of a given action or campaign.

It is orgent for the IMG to work out
a concrete transitional programme for
Britain, ie. & programme which offers
the working class socialist solutions for
all the basic manifestations of the global
social crisis which British society is ex-
periencing and which leads to a central
conclusion: the necessity for the working
class o struggle for power.

The programme should be formulated in such a way
that ft starts from the concrete prohlems posed to the



working class by rhe social crisis (infladon; unemployment:
decline of social services, massive reappearance of poverty:
crisis of housing, the educarion system and the National
Health Service; crisis of the patriarchal family: racism
and xenophobia; erosion of the democratic freedoms of the
working class, ete). It must offer 1o these problems
solutions for which the working class can be mobilized in
the coming years and which, taken together, are incom-
patible with the functioning of rhe capitalist econamy and
the bourgeois state.

Through rhe strugele for this programme, the working
class can acquire the experience and consciousness necded
to create organs of dual power, a necessary precondition
for it 0 became able to tackle in practice the destruction
of the bourgeois state and the suppression of capitalist
relations of production, In the process of this same
struggle, especially following the appearance of a rzvolu-
tionary situation through the spread of organs of dual
power, revolutionary Marxists can  build the mass
revolutionary party which will lead iheir class w 2
victorious socialist revolution.

Under the given circumstances in Britain,
with an unfolding and deepening social
crisis, with innumerable variants of local
trade-union struggles, political struggles,
anti-imperialist and anti-racist struggles,
struggles against the bourgecis family,
studenr struggles and struggles for demao-
cratic demands, etc., inrertwining and
combining, there is a very real danger
that the fragmentation and absence of a unifying central
foeus of the class strugale and the struggie of the oppressed
in society will reflect irreelf in o revolutionary organization
through a growing [fregmentation of intervention and
activity, each local branch or regional sector concentrating
on the issues which happen in the opinion of comrades 10
be the most likely 10 lead to rapid recruitment, or even on
the issues in which, for accidental reasons of age, profes-
sion, place of residence, etc,, they happen o be most easily
involved. Such a fragmenrarion would be disastrous for the
capacity of the organization to appear as a real force in the

vanguard, presenting key answers to the key questions
posed for the class in the present sitmtion. The strugple
for a cemral, unifying perspective, a central palitical line
which the organization will fighr for in the working class,
thereby becomes in itself 2 struggle to sirengthen and
centralize the HBrinsh section, both politically and organ-
izarionally.

When s many struggles occur simultancomsly in a
country as they do in Brimain woday, the ahsence of a
unifying and centralizing political line, axed around a key
demand and a dey political campaign, not only tends to
increase centrifugal tendencies inside the organization, thus
preventing it from objecuvely playing a unilving réle
within the vanguard, but could also strengthen a funda-
mentally wrong approach to party-building which sees the
chaice of priorities in funcrion, not of the objective needs
of the class strupgle and its perspectives. but of purely
subjective considerations of whar rhis o thar group of
comrades considers 1o be the most ‘paymng’ ectivity in
terms of short=term recruimment, gaining a foothold in this
or that sector of the mass meovement or increasing Ue
influence of the nrganization in this or that area.

Since the process of rhe rising mass struggles 15
uneven in scope and tempo, in relation bath 1o sectors and
lo regions, such & method of approach would inevitably
increase differences amongst the comrudes, since these
subjective judgements on priorities would vary gremtly
sccording to rhe specific circumstances and  experience
within which rhey operated.

For that reason, the adoption of a central political line
by the organization greatly contributes to unifying the
cadre and overcoming disputes about priorities in this or
that field of work Provided such a general line is applied
with the necessary fexibility, many activities which might
seem contradictory and murnally exclusive will appear as
complementary and capahle of being unified and focussed
around a cenrral campaign.

In this sense. the adoption of the line of a general
strike to overthrow the government will transform the IMG
into & strong pole of artraction for a growing number of
radicalized workers and youth, and will help it to continue
the growth and development which the organization has
experienced since the last World Congress.
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A.Said and M.Machover

'ARAB REVOLUTION

[t is not our intention in this article to discuss the naronal
question in general, or to develop the subject from first
principles. Our general point of departure is the revolu-
tionary Marxist position on the nadonal question. More-
over, we are here concerned with this question only in so
far as it is connected with the problemaric of the Arab
socialist revolution; our main interest is the impact of
the narional guestion on the revolutionary movement in
the Mashreq (Arab East).® The Arab East has, in fact,
not‘one but several intertwined national problems

First of all, there is the national problem of the
Arabs themselves, who construte the overwhelming
majority of the population of that area. In addition,
there are the problems of the various non-Arab navonali-
ties living thera

Let us srart by analysing the national problem of
the majority — the Arab nation. Only a small part of
this nation is ar present subject 1o direct foreign domina-
mon and oppression: the Palestinian Arabs, living under
Isrscli occupation or exiled .by Israel. We shall return
later to this aspect of the problem, which is of wvery
great political importance although it involves directly
only a small part of the Arab nation. With the above-
mentioned exception, the Mashreq has achieved political
independente — but  under conditions of extreme
balkanizavion. The mational problem of the Arab nation is
thuy primarily that of mational nmificarion.

National unification is necessary not simply becauss
the Arabs of the Mashreq share a long common history,
a language and a cultural heritage. It is necessary
primarily because the present political fragmentation of
the Mashreg is a huge obstacle in the way of development
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AND NATIONAL
PROBLEMS IN THE
ARAB EAST

of the productive forces, and [facilitates imperialist
exploitation and domination. In fact, the Arab East was
in the hrst place balkamzed by the imperialist powers,
in their own interest. Dividing the region berween rthem,
they were able more easily to dominate each part
scparately and use one part against another. But from
the point of view of economic development this fragmen-
aton i an abstacle, because the wvarious parts are
mutually complementary, each lacking what the others
possess in abundance. The main natural wealth of the
region is oil, But most of the il is concentrated in tiny
and backward mini-states with small populations. (Even
Libya, which looks wast on the map, is really small;
most af it is uninhabitable desert, and its population is
about 1.5 million. The same 15 true of Saudi-Arabia;
although it= population 'is abour 6 million, this is in a
country over four limes the size of France). These ail
states are the most backward parts of the region, and
have no economy to speak of other than that of oil. The
huge oil revenues are shared between imperialism and a
small ruling clique which spends its share on lavish
luxuries, Hardly a penny of this fabulous wealth is
invested in building up the local economy. (What the oil
sheikhs do invest, they invest not locally but in the West).
When finally the time comes when the il reserves are
exhausted, the oil states will remain without any sort of
productive economy, like an oasis whose spring has dried
up. All the wealth that had been extracted in the mean-
time will have been wasted as far as the regional economy
is concerned. On the other hand, countries like Egypr and

* By the “Amab Easst’ or "Mashreq’ we mean the Arabic-speaking
world east of Libya, ie the old historical Mashreg plu
Epyvpt



Syria are forced, in order w develop their economy, to
incur huge foreign debts — a bitrer irony, in view of the
fact that the ammual oil profits would have sufficed 1o
hnance the building of I.h:m: Aswan dams. A similar

arable land in one Arab country and & surplus rural
ion in another.

All these historical, cultural and economic factors
are vividly reflected in the consciousness of the Arab
masses throughout the region. The aspiration for Arab
narional unification is one of the most decply rooted
ideas in the minds of these masses. But Arab national
unification is impossible without a struggle to overthrow
imperialist domination, which is the root cause of the
present  balkanization, And genuine anti-imperialist
struggle means at the same time struggle also against the
ruling classes in the Arab countries.

The political independence of the Arab countries
was achieved gs a result not of a victorious popular
revolution, but of inter-imperialist rivalry and a com-
promise berween the imperialist powers and the local
ruling classes. As a result of this compromise, the local
ruling classes have achieved the maximum concession
they could get from imperialism. Direct foreign political
rule was ended and has been replaced by & neo-
colonialist arrangement, consisting of an alliance berween
imperialism and the local ruling classes in which the
latter have become junior parmers in exploiting the
working masses of the region. Both sides are interested
in keeping this alliance, since both are afraid of a
socialist revolution which would put an end to their profirs
and privileges, Thus both imperialism and its local junior
pariners have a stake in the continuation of the srafus guo
and are readv o defend it tooth and nail.

The local ruling classes have also developed their
own localist economic interests, those of one country com-
peting with those of another. This economic rivalry has
led to political contradictions and coenflicts, encouraged
by imperialism. All these economic and political conflicts,
as well as the fact that navonal unification reguires an
anti-impérialist struggle and o mobilization of the masses,
make the local ruling classes not only incapable of
achieving national unification, but acwally opposed m it
— though they pay lip-service to it in order to deccive
the masses. It follows from all this thar national unifica-
tion — the main national problem of the Arabs in the
Mashreq — cannot be achieved without overthrowing the
present ruling classes, i.e. a socialist revalution.

In Eurcpe, the solution of the national problem was
part and parcel of the tasks of the bourgeois revolution.
Bur in the third world, the local propertied classes have
proved incapable of carrying out a bourgenis-democratic
revalution. Therefore, the unfulfilled tasks of such a
revolution have been left to the proletariar to solve in a
socialist revolution, The coming revolution in the Arab
Fast cannot be a national-democraric, bur only a socialist
one — led by the working class, relying on an alliance
with the peasantry. Either a proletarian socialist revolu-
tion, or none at all

By the very nature of its tasks, this socialist revelu-
tion can be conceived only as a revolation of the whole
Mashreq. This does not mean that it must occur simul-
taneously in all parts of the region; whar it does mean is
that even if ir starts in one part of the region it must
be conducted under the banner of an all-Arab revolution,
because its immediare political aim will be to establish
& united socialist Mashreg. Moreover, a revolution in one
Arsh coumiry will draw an immediate intervention by
the ruling classes of the whole region, supported by

imperialism. (This is not merely a theoretical Prognostica-
tion: in the pact establishing the so-called confederation
between Syria, Egypt and Libya there is an explicit
clause 1o this effeci!). Under these circumstances there
can be only twe possible outcomes — either a victorious
revolution in the whole area, or a crushing of the revolu-
tion wherever it may start.

The revolation in the Mashreq is thus necessarily
one and indivisible — it cannot have a preliminary
separate national-democratic stage, and it cannot be
victorions in each country separately. Its immediate out-
come must be the establishment of a united socialist
Mashreq.

The Palestinian Struggle

The Palestinian Arabs are the only part of the Arab
pation which is under direct foreign rule. The Palestinian
armed resistance movement which developed after the
1967 war regarded its task as confined o Palestine alone;
it saw iwselfl as a national liberation movement of the
Palestinians alone, Bven those Palestinian left-wing groups
that favoured the idea of a socialist revolution, relegated
it 1o a separate second stage.

At the time we criticized this tendency, and pointed
to the dangers inherent in it. In an article entitled ‘The
struggle in Palestine must lead to Arab revolution’
published in Black Dwarf (14 June 1969}, we said: "The
balance of forces, as well as theoretical considerations,
show the impossibility of confining the struggle to onc
country. What is the balance of forces? The Palestinian
people are waging a banle where they confront Zionism,
which is supported by imperialism; from the rear they
are menaced by the Arab regimes and by Arab reaction,
which is also supported by imperialism. As long as
imperialism has a real suake in the Middle East, it is
unlikely 1o withdraw its support for Zionism, its natural
ally, and to permit its overthrow; it will defend it to the
last drop of Arab oil. On the other hand imperialist
interests and domination in the region cannor be shattered
without overthrowing those junior parmers of imperialist
exploitation, the ruling classes in the Arab world. The
conclusion that must be drawn is not that the Palestinian
people should wait quietly untl imperialist domination is
overthrown thranghout the region, but thar it must rally
to itself a wider struggle for the political and social
liberation of the Middle East as a whole . . . The formula
thar restricts itself to Palestine alone, despite its revolu-
lionary appearance, derives from a reformist attitude
which seeks partial solutions, within the framework of
conditions now existing in the region. In fact, partial
solutions can only be implemented through a compromise
with imperialism and Zionism.'

In the same article we pointed out why the Arab
governments eéncouraged the amirude prevailing among
the Palestinian groups, according to which they were
to confine their struggle w Palestinian issues only: “The
very mobilization of the masses in the Arab countries —
even if only for the Palestinian cause — threatens the
existing regimes. These regimes therefore wish to isolate
the Palestinian struggle and 1o leave it entirely 1o the
Palestinians. The Arab governments — both reactionary
and ‘progressive’ — are trying to buy stability for their
regimes with a ransom to the Palestinian organizations.
Moreover, the governments want to use this financial aid
1o direct the Palestinian struggle along their own politically
convenient lines, to manipulate ir and to utilize it merely
as a means of bargaining for a political solution acceptable
to them. . . The four great powers are now meening (o




reach an agreed solution which will then be imposed on
the region. If the Arab governments achieve their aim,
through this solution, they will be prepared o desert the
Palestinians, and even take an active part in o political
and physical liguidation of the Palestinian movement.
The four powers will probably insist on this as a condition
for a political settlement”,

This analysis and prognosis was proved to be correct
to the letter by subsequent events, especially the smashing
of the guerilla forces in Jordan by the Hashemite regime
in September 1970, with the complicity of the other Arab
regimes and the support of imperialism and Israel. We
can only reiterate the conclusion that we drew in that
artcle. The Palestinian problem can only be solved
through an all-Arab socialist revolution, and within the
framework of a united socialist Arab East

The PProblem of the [sracli MNation

In addition to the natiomal problem of the Arabs
themselves, there exists also the problem of the non-Arab
national communities living in the Mashreq: the Kurds
in Irag, the South-Sudanese and the [sracli Jews. The
salution of this problem too is among the rasks of the
coming all-Arab socialist revolution, It therefore should
be considered in the context of the united socialist Arab
East which char revolution will set up.

As for the Kurds and the South-Sudanese, there 15
a wide agreement throughowt the Arab lefi that these, as
oppressed nationalities, should be granted the right w
self-determination. The case on which there is no such
agreement s that of the lsraeli Jews. The main arguments
against granting them the right of self-delermination are
(a) that they are not a nation, and (b) that even if they
are a4 nation, they are an oppréssing oné. Sometimes it 1s
also argued that to grant them the right to self-deter-
mination means to accept Zionism and recognize the
State of Isracl,

The idea that the Isracli Jews do not constitute a
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nation is & myth, a picce of wishful thinking based on
lack of familiarity with the actual facts. In reality, they
satisfy all the generally accepted criteria for narionhood.
First, they live concentrated on a continupus terntory. It
is true that they obtained this territory unjustly, by a
process of colonization at the expense of another people.
But there are many other nations which developed as
such on a tecritory conquered from others. One can, and
should, condemn such depredations; but value judgements
are irrelevant to the objective question of defining nation-
hood.

Second, they have 2 common language, Hebrew, It
is twue that Hebrew had been for centuries a dead
language and has been revived artihcially for political
motives. But the objective result is nevertheless that the
[stacli Jews have Hebrew as their common language,
which they use both in lirerature and in daily hfe. In
this language they have developed a new culture which
is quitc specific and different from the cultures of the
various Jewish communities in East or West

Third, the Isrzeli Jewish community has its own
common socip-economic structure, with its own clas
differentiation, as in other capitalist socicties. That the
Isracli economy is heavily subsidized by imperialism does
not change the basic fact that the Israeli socio-economic
system exists as a real and specific entiry.

Finally, all these factors have helped to create an
Tsracli national consciousness, It is true that Zionist
ideclogy has helped the formation of this consciousness
by arificially fostering a synthetic ‘Jewish nauonal
consciousness’, which is supposed 1o embrace not just the
Israeli Jews but all Jews around the world. The means
used hy Zionism have heen self-contradictory. It revived
Hebrew in order to foster the awachment of the various
Jewish comumunities to each other and to their ancient
history. Burt since this revival succeeded only in Palestine,
the acrual result was m semer the cultural tes of the
Israeli Jews to the Jewish communities in their various
places of origin. Similarly, in order te encourage the
immigration of Jews to Palestine, Zionism struggled
against the culture and menmality of the Jewisk com-
munities in the diaspora; in this too it helped w0 crean
a separate Israeli colure and mentality. But since the
gim of Zionism is the ingathering of all Jews into Israel,
and since it needs the marerial and moral help of
world Jewry, Zionism is at the same time doing its best
tn combat this feeling of separateness of the Israeli Jews
and to strengthen their feeling of identity with all Jews
around the world. Thus upder the pressures of Zionist
ideology on the one hand and the influence of their real
material conditions on the other, the Israeli Jews find
themselves in a psvchological conflict between a Zionist
all-Jewish *national consciousmess” and an Isracli national
consciousness. When Zionism is defeated, the lsraeli Jews
will not lose ol national consciousness; while their
synthetic all-Jewish ‘narional consciousness’ will tend ro
wither away, their specific Israeli national consciousness
will on the contrary tend to be reinforced.

It is sometimes argued that the Israeli Jews cannot
be a naton, since there is a constant stream of immigra-
tion to Israel, so rhar ar any given time a considerable
proportion of the Jews there are new arrivals, with their
own language, culture etc. But in this the I[sracli Jews
arc no different from any other naton created by
immigrant settlers. In all such cases, once the national
character of the older setders crysmllized, the new
immigrants were soon assimilated. Mass immigration did
not have to be stopped before an American nation was
created.



Tsrael and the Arab Socialist Revolution

As to argument (h) above, it is true thar it is
ridiculous to talk about grantng the right to self-deter-
mination 0 an oppressing nation, An oppressing nation
is in no neced of being granted such a right: it has nol
only appropristed this right for itself, but is denying it
o others! Clearly, the right to self-determination is
meaningful only in the case of a nation which iz denied,
or in danger of being denied, such a right.

At present, the Israeli Jews are an oppressing nation.
This it so because of certain conditions: the domination
of Zionism, its connections with imperialism, the aggres-
sive and colonizing réle it is playing in the Mashreq. But
what is being discussed here is mot the right of sell-
determination for the Israeli Jews now, in the present
context. What is here under discussion is the programme
of the socialist Arab revolution. A victorious Arab
socialist revolution implics the overthrow of Zionism and
of the entire Ziomist state structure, together with the
liguidation of imperialist domination in the Mashreg.
Under such circumstances the Israeli Jews would not
remain an oppressor nation; they would become a small
national minority in the Arab East. The guestion which
we are raising, and which all revolutionaries of the region
must raise. is how this narional minority should be dealt
with.

There are only three possibilities: expulsion from
the region, forcible annexation or, finally, granting them
the right to self-determination. As socialists, we are
totally opposed to the first and second possibilitics. There
remains only the third possibility: self-determination. To
deny them this right would in #tself reduce them o the
status of an oppressed nation, and the maintenance of a
proletarian state is not compatible with the oppression of
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national minorities.

Tt should be stressed that the status of being oppressed
ar an oppressor is not immutable; being oppressed is no
guarantee against becoming an oppressor. The Jews have
been oppressed, but those of them who have immigrated
to Palestine have become part of Zionier nppression.
Similarly the Arabs, who are mow oppresscd, would by
denving the Tsraeli Jows' right (o self-determination
become themselves OPPTESSOTS.

It must be clearly understood that self-determination
does not automatically mean separation. What it does
mean is thar the decision whether (o separate oz 1o remain
in the same state is to be taken by the minority nation,
not imposed on it by the majority. In the specific case of
the Isracli Jews we do nor recommend a Jewish state
separate from the socialist Arab union. Such a separale
suate would not in fact be viable economically, militarily
or politically. If Tsrael has existed so far, that is only
thanks to imperialist sopport. Liberated from Zionism
and imperialism, the Isracli Jews will have po wviable
slternative other (han o integrate (preserving only some
degree of autonomy) in the socialist union of the Mashreq.
But in our view, the chances for & successful integration
of this kind will be considerably increased if the decision
about it is left to the Isracli Jews themselves. Canverselys
denying them the right to self-determination will tend to
strengthen their separatism and create a problem of an
oppressed national minority struggling for separation. The
wask of struggling for integration is primarily that of the
covolutionaries of the national minority. The revolu-
tionaries belonging to the national majority should not
try to enforce a decision on the minority.

Qur position is mor abstract, it does not consider
the national problem per se, bur is completely determined
by our understanding of the stralegy af the socialist
revalution in the Arab East. The inclusion of the righr
of self-determination 1o the Israeli Jews in the programme
of the revolution will help the course of that revolution.
It presents to the Tsraeli masses an alternative to Zionism,
and thus makes it possible to atiract sections of these
masses 1o the side of the revolution. It is true that it is not
impossible for the socialist revolution 10 triumph in the
Mashreg even without the support of any section of the
[sracli masses. But without such support, the course of
the revolution will certainly be much more difficult and
bloody. Denying them the right to self-determination will
push all Israeli Jews to the side of counier-revalution :
they will fight 1o the birter end because they will not see
any acceptable aliernative 1o Zionisi.

Finally, does not granting the right of self-
determination to the Israeli Jews mean accepting Zionism
and recognizing Isragl? On the contrary, it means Just
the opposite. Such a right can only be granted, will only
become meaningful, when Zionism and the present Isracli
state are overthrown.

Bur what about the borders within which the Tsrueli
Jews will be allowed 1o exercise their right to self-
determination? And does not this right conflict with the
rights of the Palestinian Arab refugees? The answers 10
these two questons arc inter-connected. Of course, the
Israeli Jews’ right ta self-determination must not infringe |
the right of the Palestinian Arabs to be repatriated and
rehabilitated. But even after their repatriation and re-
habilitation, there will still be a contimuous 1erritary
inhabited by an overwhelming maijority of Isracli Jews
[n that tecritory they will exercise the right 1o self-
determination. The right of sell-derermination has nothing
1o do with the borders of Israel, or with any other borders
that can be drawn on the map at this moment.




Ernest Mandel, On Bureaicracy, IMG
Publications, 25p.

Ernest Mandel's important pamphler On
Bureancracy is in many ways o mode] of
revolutionary  propaganda.  Although
based on a series of lectures to a Pans
student audience, this pamphlet will be
equally invaluable fo vanguard workers
— especially taday, when the new rise
of working-class struggles is coming more
and more into conflict with the bureau-
cratic leaderships.

On Bureaneracy 15 articulared at three
different levels. First, Mande] discusses
the roots and nature of working-class
bureaucracy, insisting on the need to
distinguish berween two quite different
phenomena: 1. the tendency towards
bureancratizarion which is an inevitable
fearure of all workers’ organizations
under capitalism (a consequence of their
proletarian status); 2. complete bureau-
cratizarion, as found in reformist and
Sralinist parties and in the deformed
workers' states, which is dependent on
the relation of forces between the prolet-
ariat gnd its class enemies (for example,
it was the failure of the revolution in
Germmiany, coopled with the eéxtremely
difficult economic condirions under which
the socialisr transformation had 1o be
undertaken, which determined in the last
instance the bureaucratic usurpation of
power in the Soviet Union).

Having discussed the roots of bureau-
cratic deformarions inside workers’
organizations, Mandel poes on 1o discuss
the extreme forms which this deformation
can take, particularly afier the working
class has scized power. This be does in
the context of a discussion of the general
problemaric of rransitional  societies,
sceking to distinguish between whar was
unavoidable and what was due o the
failure of the sobjective factor. His
historical and theoretical narrative is

closely interwoven with an account of the
growing awareness of this problem
among revolutionary Marxitts and their
arcempt to solve it both in theory and in
practice. Mandel criticizes those (like
Socialisme ou Borbarie or Sohdarity)
who do not understand the material rools
of this problem, as well as those (like
Deutscher’) who are fatalistic about it.

Mandel’s account takes issue with
many common mistakes regarding the
relationship berween the working class
and its bureaucracy. The most common
mistake, maostly doe 1o ignorance, is to
believe thar degeneration like thar of the
Stalinist era would be impossible in an
advanced capitalist country. This i 1o
forget that only a combination of
favourable economic conditions, inter-
national spread of revolotion and &
principled revolutionary leadership can
effecrively check the spread of burean-
cratization and encourage the growth of
workers' democracy. It is absurd to be-
lieve that the ‘objective conditions” of an
sdvanced capitalist seare will themse]ves
take care of workers' democracy, just as
it is absurd 1o believe that the Bolshevik
Party should have been able o solve all
the problems of the first workers' state
purely by correct use of the strength of
the ‘subjecrive facror’,

The problem of the bureaucracy, rhrust
so rudely upon the proletariat by the
degeneration of the Second and Third
Internarionals, continues to be the acid
test of revolutionary Marxism. Those,
like the SLL or the IS in Britain, who
fail 10 perceive the dual nature of the
bureaucracy (its defence of the gains of
the revolution, its fear of the world
revelution) end up with an effectively
abstentionist position in the international
class struggle (the case of Korea with
the IS, Cuba with the SLL}. Already in
the Transitiongl Programme it was found
necessary 1o devote a whole chapter w
this trend (*Against Sectarianism").

To be a revolutionary Marxist roday
means 1o undersiand that the degree of
political expropriation of the proletariat
in the existing workers’ states was bv no
means inevitable; in other words, t©
understand what the Left Opposition
represented in the histary of the world
revolution. This is possible only if one
understands the nature of the mistakes
committed by the Bolsheviks.

Potentially the most interesting section
of the whole pamphler — because ir
clearly relates the Leninist theary of the
party to the nature of proletarian democ-
racy in the period of the dictatorship of
the proletariat — this section iz unfortu-
natcly the least developed. Mandel does
not here draw together clearly and
explicitly the elements of his own
analysis. After an extremely abbreviated
discussion of the Leninist theory of the
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party (pp. 10-11), he simply lists the
‘institutional’ errors committed by the
Bolsheviks (the banning of factions; the
introduction of one-man management;
the espousal of the single-party principle}
—errors which necessarily aided the
political expropriation of the proletariar
{p. 28). Bur he does not fully bring our
or give adequate emphasis 1o the relation-
ship between proletarian democracy and
the nature of the vanguard party of the
proletariat. It is, therefore, o a grea
extent left to the reader 1o put together
some of the kev lessons of On Burcan-
cracy.

The Leninist theory of the party is
based on a double principle: the need
for a party of professional revolutionaries
that necessarily organizes only a minority
of the prolerariar, and the need for the
party to be rooted in the masses. The
problem posed here cannop be solved just
by the ‘rota system', as implied at one
point. Rather, ir is a dialectical problem
involving many elements. A crucial one
is the ultimate control over their party
by the masses, which is possihle if and
only if the proletariat maintains irs
political auronomy through institutions
representing the class we ¢ whole. This
means thar the period of the dictatorship
is necessarily a period of maximum
political freedom of the proletariar,
limited only by the need 1o maintain that
dictatorship. In other words, it is a period
of co-existence of the Leninist party
with other parties representing different
political trends mside the proletariar.
Mandel clearly spells this our: ‘Nothing
in Lenin's writings suggests thar the
period of the dictatorship of the pro-
letariar allows for only on= party. Nor is
such a principle to be found in the Soviet
constitution.”

The intimate link between proletarian
democracy and political freedom is borne
out repeatedly by the developmenr of
opposition movements inside the existing
workers' states. These who rush in with
support fpr the bureaucracy agains: op-
positional rendencies of 2 right-wing
nature forger that it is the bureaucracy
itself which makes it possible for such
tendencies t  develop. A necessary
premise of the political revolution in
these couniries is the right to freedom of
speech and assembly, which necessanly
leads, however tentativelv at first, to the
development of various parties,

Proletarian democracy is soviet de-
mocracy, ie. its primary organizational
form is the creation of soviets: before the
revolution as organs of dual power, after
the revolution as organs of workers'
democracy. This is not a question of
‘fetishizing' sovicts, which Mandel at
one point warns against; it is a cenrral
lesson drawn from his own analysis. The
Transitional Programme, with respect 1o



workers' siates, is clear on this point:
‘The struggle for the freedom of trade
unions and factory commirtees, for the
right of assembly and freedom and press,
will unfold in the struggle for the regen-
eration and development of Souvier
democracy. The bureaucracy replaced
the soviets as class organs with the fiction
of universal electoral rights—in the
style of Hitler-Goebbels. It is necessary
o return to the soviets not only their
free democratic form bur also their class
content . . . Democratzation of the
sovicts is impossible without lzgalizarion
af seviet parties” Moreover, the political
power of the proletariar must be paral-
leled by its control over the economic life
of the country. As Mandel points out, one
of the decisive instrurional errors of the
Bolsheviks was the introduction of one-
man management of the economy. The
struggle for workers’ democracy is also
a strugele against any radical separarion
of the working class from control over
the economic life of the country.

While Lenin never conceived the
period of the dictatorship of the prole-
tariar as a one-party sysiem, he also did
not believe that this dictatorship could be
maintained without the Bolshevik Party.
The réle of the Bolshevik Pariy s
absolutely crucial to the building of
socialism, What distinguishes this party
from other forms of workers' organiza-
tion ix not just thar it is a party of
professional revolutionaries, bur also that
it is a party built on the principle of
democratic centralism. As Trowusky says
in The Revolution Befrayed, the party
takes ‘watchful care not only that s
boundaries should always be strictly de-
fined, but also that all those who enter
these boundaries should enjoy the actual
right to define the direcrion of the party
policy. Freedom of criticism and intel-
lectual struggle . . . is . .. an irrevocable
content of the parry democracy . .. In
reality the history of Bolshevism is a
history of the struggle of factions.’ The
disappearance of democratic centralism
inside the Balshevik Partv and the ban-
ning of factions was an important factor
contribuling to its degeneration.

Working-class bureancracy, Stalinism,
the nature of soviet democracy, the self-
activity of the masses before and afier
the revolution, the meaning of demo-
cratic centralism, workers' conrrol and
self-management — all these, far from
being problems of the past or problems
particular to one sectar of the world, are
problems integral to the world revolution
in all its aspects. It is no wonder, there-
fore, thar they have been and remain the
subject of the most vigorous debates
both on the left in general and within the
Fourth International in particular, as the
burning issues of today and romorrow.

Michele Lee.

“
Maxime Rodinson lsrael: Settler-colonial
State?, Pathfinder Press, 75p.

In 1967, when the whole of Europe was
engulfed in a wave of pro-Israeli hysteria,
when practically without exception the
‘lefu intelligentsia® rallied to the defence
of ‘socialist” Israel against the ‘feudal,
fascist’ forces of the Arab world, Maxime
Rodinson's Jucid analysis, published in 2
special issue of Sartre’s Les Temps
Modernes devoted 1o the Arab-Tsraeli
conflict, threw much-needed light on a
subject which is still buried in mythology
and senrimentaliry,

Rodinson, - himself a Jew, and uncil
1958 a member of the Frepnch Com-
munist Party, coolly and without polemi-
cal excess undermines the traditional
Israclophilia of the European ‘socialist’
intelligentsia, exposing the double
standards of the sclf-sryled and-
imperialisty whose critical thinking stops
just shore of Tel Aviv.

The publication for the first time in
English of Rodinson's essay is thus a
welcome event, even if Israel by its own
actions has helped dissipate some of the
ungualified pro-Zionism of the sixties
The vindication of Redinson®s basic
analysis by the aftermarh of the Six-Dayv
War and the protracred Israeli occupe-
tion is aptly underlined in Peter Bluch's
aotherwise  disappointing  introduction,
which is characterized by an unbelievably
facile optimism ahour the Palestinian
guerilla movemen: and its perspecrives,
His idealization of & movement which
has never escaped the politics of Arab
nationalism is combined with a defiance
— purely symbolic — of reality which
leads Buch actually w deny that the
Palestinians have suffered a terrible
defear from which they show few signs
of recovering,

It is w Rodinson and, of course, 1o
thar venerable teacher Isaac Deutscher,

LRSI ]

that the revolutionary Left owes its bre
from the guilt-ridden schema which b
hitherto guided its svmpathies on &
Middle Fast conflicr. Ar the same up
there is no trace in Rodinson's book
Maoist-Third Worldist demonalogy
e.g. Free Palesnne). Israel and the Zic
ist movement are secnm, not as &
crearions of a2 monolithic imp
monster, but as developments roored @
the tragedy of European Jewry whic
was forced, because of its exclusivi
aspirations, inmo alignment with fis
British, then American imperialisn
against the national struggle of the
masses,

The book contains a wealth of mareri
on the early years of rhe relationshy
berween Zionism and Grear Britai
especially on the Balfour Declaration.
also attemprs to reconsiruct a picture @
the real 1948 war, demaolishing the over
simplified accounis of Zionists and A
nationalists alike, Rarely has the case [i
consideration of the Zionist State as
colanial fact, the culminarion of a col®
nializing enterprise which involved th
subjugation and dispossession aof
indigenous Palestinian Arab populatio
been put with greater cogency or subtlety

Rodinson is correctly at pains
underline the specific characteristics of
LZionism which ser it apart from o
colonial movements — notably the evis
tion, rather (at least unil 1967) tha
exploitation, of the native inhabitants,
make room for a completely pew Jewish
society with its own warking class.
author takes issue with the left-Zioni
dismissal of Herzel as a periphe
bogey=-man, demonstrating how what
known as the ‘Arab-Israeli Conflict’ wa
inscribed in the very logic of the pra
gramme for a Jewish State in Palestine
It is here perhaps that the economic and
political mechanisms of the coloni
process could have been outlined
greater length, as could the reacoon o
the Palestinians to the ‘homecoming
settlers, a chapter of Middle-Eastes
history about which o littde is know
despite the ‘rediscovery’ of the Pals
tinians after 1967 az a result of
dramatic rise of their resistance.

An indispensible guide-baok, therefom
in the often confusing tableau of a regis
in perpetual effervescence, even if
political conclusions are themselves oo
testable. Certainly a book abour the
warld and Israel written in a2 mo
rigourously Marxist framework is need
— & book, moreover, which upda
Rodinson’s analysis in the light of Israe
gradual slide into apartheid-type policu
But such a book will have to assimill
and transcend this unigue contributi
wwards an understanding of the pr
lems of the roubled Palestinian aren

Alan Ad



DISCUSSION

Marxism ,Science or Dogma?
-a reply to Ernest Mandel

Before 1 deal with the specific points raised by
comrade Mandel in the last issue of International, 1 find
it necessary to make some preliminary remarks, Tt must
be emphasized, first of all, that the differences that exist
on the transformation problem have no bearing on an
averall assessment of the IS permanent arms economy
theary. Whatever solution 1o the transfarmartion problem
is adopted, that of Marx or that of von Bortkiewicz, it
cannof be used to demonstrate that a fall in the general
rate of profit can be prevented by investment in the arms
sector. Michael Kidron’s argument is wrong on logical
grounds because he says nothing about the development
of the conditions of production in the capital and consumer
goods sectors, and it is here, according to fis assertions,
thar the rate of profit is determined. (See Intermational,
Vol. 1, No. 8, pp. 58-60.)

Hence it is a serious theoretical and ractical error
to centre & Critique of the permanent arms economy on
the question of the transformation problem. The IS
opposition grouping around David Yaffe made precisely
this mistake. As a consequence they failed to demolish
Kidron in the eves of a large section of the IS member-
ship and facilitated their own expulsion.

Prices of Produoction and the Rate of Profit

Of course, if prices of production are defined in the
explicit manner that Marx defines them in his solution
ta the transformation problem, then it follows ar a mere
tautelogy that rotal value equals total price of production,
and twtal surplus value eguals rotal profit. What is at
issue is the adequacy, relevance and internal consistency
of Marx’s approach.

When we talk of the equalization of the rate of
profit in capitalist society, we are talking of a real process
which existz as a general tendency under all forms of
capitalisn. Hence any theoretical treamment of this
phenomenon must identify the actual mechanisms by
which the rate of profit is equalized. The capitalist
perceives his world in terms of everyday market prices.
He is not aware of, or disposed to be interested in, data
concerning the labour embodied in his plant or the value
of the labour power employed. The capitalist bases his
investment decisions on the magnitude of the rate of
profit in price terms, ie. his money profit divided by the
price of his total capiral investment. Each capitalist will
search out a higher rate of profit measured as a ratio
beiween prices, not between values,

The rransformation problem covers the abstract
equilibrium situation where the rare of profit is equalized
between firms; where capiralists cannot increase their
gains by shifting investment elsewhere. Hence the general
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rate of profit is not s/(c+ v}, or any other ratio between
values in this form. [t is the rafic between profit and
capital invested in price terms, in each and every firm.

The prices of production thar are relevant in this
sitvation are the acrual eguilibrivm prices which are
associated with the formation of the general rate of profit
in price terms, Conftrary to Mandel's assertion, no solu-
tion to the transformation problem vet published is
concerned with the "problem of price flucruarions on the
market’. Von Bortkiewicz’s solution cannor be tarred with
the brush of bourgeocis micro-economic theory.

We can definc new ‘prices of production’ and
eschew ‘actual prices’ until the cows come home, but
these. questions remain: Have we identified the real
process of the equalization of the rate of profit in a
capitalist economy? Are our definitions analytically uscful?

The ‘prices of production’ that Mandel gleans from
Marx will por produce an equalization of the rate of profit,
neither is there any reason to suppose that Marx's solution
describes an actual process in the capitalist economy. But
there is plenty of evidence in Capital that Marx was nef
trying to construct empty tautologies. For instance he
writes: 'The price of production is regulared in each
sphere and likewise regulared by special circumstances
And this price of production is, in its torn, the cemtre
around whick the daily market prices fluctuate and tend
to equalize one another within definite periods.” (Caprtal,
Vol. 3, Moscow 1962, page 176, my emphasis.) This
expliciy definition of prices of production iz in logical
contradicrion with the implicit definition elsewhere in
Capital — the one so tenaciously defended by Mandel.

Profit and Surplus Value

Mandel writes: 'The circulation and competition
process can only modify the division of the mass of
surplus value, not the quantity of this mass irself.’ Bur it
does not follow that total profir equals total surplus value.
The reason for this is incredibly simple. The surplus
product can be measured in three ways:

1. by a physical unit, e.g. tons, cubic feet;

2. by value units, i.e. hours of socially necessary labour
time;

3. by price units, e.g. dollars, ounces of gold.

Surplus value cannot, indeed, be created or destroyed
in circulation, but when it becomes transformed into profit
the same surplus is measured by a differemt accounting
system. Hence, in general, total profit does not equal total
surplus value,

This does not, by any means, amount to & negation
of the law of value. Profit is still an increasing function
of surplus value; when surplus value is hypotherically
zero so too are’ profis. Profic and surplus value are
different quantitative expressions of the same surplus
product, But they are not the same category.

The Arms Sector

Mandel writes: “The idea that value and surplus
value production in the armaments sector is “neutral™ to
the average social rate of profit leads to absurd conclu-
sions. Does it mean that no profit is made in thar sector
at all? Does it mean that all profit made in thar sector
originates only and exclusively from surplus value pro-
duced in that sector . . .?’

Of course the surplus value produced in the arms
sector enters into the general pool of surplus value, and
this extra surplus value is in tumn rransformed into more
profit. Whar is actually asserred by von Bortkiewicz and




myself is that the rate of profit is determined by the
conditions of production in those industries which directly
or indirectly produce the real wage. To compare ahsolute
profit with the rate of profit is like comparing distance
with speed.

The former von Bortkiewicz assertion about the
determinants of the rate of profit is not the same thing
as equaring the rare of surplus value with the rate of
profit. This later confusion arose in Ricardo because he
“forgot’ constani capital in the wage poods sector, and
Marx was quite correct to criticize him on this point,

Von Bortkiewicz's assertion is casy to understand if
it is remembered that the rate of profit in each firm i
profir -divided by capital advanced. By definiion the
physical form of this advanced capital cannot be arms
or luxury goods. Hence the conditions of production in
the arms and luxury goods sector do not enter into the
determination of the rate of profit in the other sectors,
and the general rate of growth must be determined solely
by the conditions of production in the wage and capital
goods deparments.

Mage's Data for the US Economy

Challenging Shane Mage's data which appeared in
Appendix 2 of my article, Mandel remarks that it is a
human ‘miracle’ that the US economy has been growing
much faster in postwar decades with a lower ratc of
profit. However, the rate of profit is not mechanically
related to the rate of growth; the economy does mot
respond antomatically, in all circumstances, 0 a fall in
the raie of profit.

In fact the rate of growth alse depends on the rate
of accumulation. (See Appendix 1 of my article.) And a
relatively high rate of growth with a low rate of profit can
possibly be explained by a high rate of accumulation. As
the rate of accumulation is less than unity in all circum-
stances, Mage's data would be invalidated if at any time
the rate of growth was higher than the rate of profit in a
full employment situation.

Personally, T find none of the existing sets of *Marxist’
data on postwar capitalism complercly satisfactory. But
Mage's data seem to indicare certain trends, such as 2
falling rate of surplus value, which seem consistent with
the British experience. 1 feel that the onus is on comrade
Mandel o produce an adequate alternative set of data
for the US.

Seven Questions on the Transformation Problem

Tf the debate on the transformation problem is going
to be useful for the revolutionary left, then a dialogue,
rather than a sequence of assertions and counter-assertions,
has to rake place. To this end I would like to pose seven
questions:

1. Da capitalists base investment decisions upon the rate
of profit in price terms, or in vale terms?

2. Whar definition of prices of production, if any, will

ensure that (a) total price equals total value and

total profit equals total surplus value; (b) the rate of

profit is equalized; and will also (c) be the “centre

around which daily marker prices fluctuate'?

In what umits are these prices of production measured?

Are these units the same as those used 0 measure

values?

5. Do prices generally and permanemtly deviate from
values, or do equal values tend to exchange?

f. Why is the average mate of profit the same as the
general rate of profit? Or are they umequal?

-y o

7. What is wrong with (a) the assumptions used, or (b)
the logic of the argument made by von Bortkiewicz?

Or is his his approach correct?
Geaoff Hodgson
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Vc:lue,PrEe and the

Permanent Arms Economy
-a comment

In recent times it has become fashionable an the
lefr to ‘correct’ Marx with the help of the work of the
neo-Ricardian Ladislas von Bortkiewicz. Indeed, a radical
farm of Ricardianism has, in the work of many claiming
ta be in the Marxist radition, replaced Marxist political
cconomy both in content and method. Recent examples
include the wark of Glyn and Sutcliffe and Geoff Hodg-
son's articles in International ' What both these coniribu-
tions have in common is a rejection of certain of the basic
propositions of Marx's Capital and a substitution of
others having more in common with the work of Ricarda,
The justification for this change is an appeal 1o the ‘Facts’,
to empirically given ‘real’ processes.” So that the falling
rate of profit is nor connected with the rising o ganic
composition of capital, but with a falling rate of exploita-
tion due o rising wage costs or some other phenomenon.
The proof of this is in the ‘facts’ of modemn capitalism,
whether Mage's statistics for the American economy or
Glyn and Sutcliffie’s ‘facts' of the British economy.
Ernest Mandel has correctly pointed our the weaknesses
of Mage’s calculations and a similar criticism can be
directed against the calculations of Glyn and Suicliffe.”
Similarly, in arguing for the rejection of Marx's solution
1o the ‘rransformation problem’, comrade Hodgson appeals
1o the fact that the capitalist ‘bases his investment decisions
on the magnitude of the rate of profit in priee terms’
and argues for the priority and reality of this rate of profit
if our intention is not ‘to construct empty rautologies”.”

In all the cases mentioned we are dealing with a
rejection of Marx’s method and 2 substiution of ont
variety or another of ‘empiricism’. What is forgoten is
the fact that value relations for Marx are the cxpression
of definite social relations of production and are nor mere
quantities. Further, it is precisely the money-form of the

' Andrew Glyn and Bob Sutcliffe, British Capitatism, Workers |
and the Prafits Squeeze, London 1972, Geoff Hodgson, "The
Permanent Arms Economy’, Inrermational, Yol. 1, No. &, pp. 54
i, and 'Margism: Science or Dogma——A Reply w Emest
Mandel', Inrernarional, this issue

* Hodgsan, ‘Reply’

% Prcst Mandel, "Value, Surplus Value, Profit, Prices of
Production and Surplus Capital — A Reply to Geaff Hodgson',
International, Vol. 2, No. 1, p. 64. For a critique of Glyn and
Sutcliffe see my article in New Left Review Mo, 80, ‘The Crisis
af Profitability; A Marxist View',

¢ Hodgson, ‘Reply’.

* 1hid.



world of commodities thar acrually conceals the social
character of private labour and the social relations of
production as well as the laws of motion of capitalist
prodoction. The wvalue caregories of Capitel have no
direct empirical counterpart, ver the value analysis is
essential if we are to penctrate the “veil of appearances’
te understand the laws of motion of capitalist production.
Far from accepting the immediate reality of the rate of
profic in price terms, it is just this which aeeds w be
explained on the basis of the value analysis. Marx makes
this point very clearly: “The final pattern of ecomomic
relations as seen on the surface, in their real existence
and consequently in the conceprions by which the bearers
and agents of these relarions seek m understand them, is
very different from, and indeed guite the reverse of, their
inner but concealed essential pattern and the conception
corresponding o it.™ It Is precisely the method Marx
adopts that enables him to grasp the essential relation-
ships of capitalist production, and it is precisely the
rejection of this method that leads comrade Hodgson to
reject as dogma some of the basic propositions of Marxist
political economy,

The Method of Palitical Economy

It 15 the particular form which social relations take
under capitalist production, their fetishistic form, which
makes it necessary for political economy ro start from
simple (abstract) conceptions such as labour, division of
labour, need, exchange-value and move by a process of
increasing concretization to grasp the concrete reality. "The
method of rising from the abstract 1o the concrete is only
the way in which thought appropriates the concrete,
reproduces it as the concrete in the mind'® This is
regarded as the scientfically correct method and the
structure of Capital clearly conforms to it. In Volume I,
the nature of valuoe and the origin of surplus-value are
discussed and developed. This is followed by the examina-
don of capital, of value which generates surplus-value
(value in process'), which presupposes a definite historical
relationship, the wage-labour relationship (labour power
as 2 commodity). Throughout the analysis it is assumed
that commodities exchange at their values and the General
Law of Capitalist Accumulation is developed on this basis.
Similacly in the analysis of the process of Circulation of
Capital in Volume I, and in particular in the reproduction
schema, the same assumption is made. It is onlv in Volume
T of Capital thar Marx begins to “locate and describe the
concrete forms which grow out of the movementy of capital
a5 a whole', and 'thus approach step by step the form
which they assume on the surface of sociery, in the action
of different capitals upon onc another, in comperition, and
in the ordinary mnscmum:ss of the agents of production
themselves’." It is here that the categories of price of
production, profic and the average rate of profit become
central in beginning the explanation of the concrete forms
of capitalist production. To confuse any intermediate stage
of the analysis with the concrete empirical reality, as Rosa
Luxemburg did in the case of the reproduction schema or,
as I shall argue, comrade Hodgson does in the case of
prices of production, is to make a fundamental methodo-
logical mistake,

If commodities do not exchange at their values but,
as a hrst approximation, at their prices of production,
which are quantitatively different from wvalues, then this
fact has to be explicable on the basis of the value-analysis.
Whereas bourgeois economics takes this fact as dawum,
Marx poinis out that prices of production must themselves
be deduced from values. “Without such a3 deduction the

general rate of profit (and consequently the price of pro-
duction of commodities) remains a vague and senseless
conception.”' If this is apreed, then as comrade Mandel
points out the total value of commodities must be equal 1o
total price and toral surplus-value equal to total profit
Anyrhing else makes nomsense of Marx’s theory of value.
What remains is to show where comrade Hodgson is
mistaken and the roots of his mistake.

Value and Price of Production

A price of production for Marx is a modified value.
It is the cost price of a commodity, the guantity of paid
lebour contained in it, plus a share of the unpaid labour,
of the annual average profit on the total capital mvesied in
its production, ‘When a capitalist sclls his commodities at
their price of production, therefore, he recovers maney in
proportion o the value of the capital consumed in their
production and secures profit in proportion to his advanced
capital as the aliquot part in the rotal capital. His cost
prices are specific. But the profit added o them is inde-
pendent of his particular sphere of production.”' That we
are only dealing with modified values is even clearer in
this passage: ‘In Books I and 11 we dealt only with the
velne of commodities. On the one hand, the cost price has
now been singled out as a part of this value, and, on the
ather, the price of production of commaodities has been
developed as its converted form.''*

Hodgson's first mistake is to confuse prices of pro-
duction with money prices and the general rate of profit
with the empirically given rate of profit. To begin w0
explain the empirically given rate if profit would require
a further process of concretization, taking into account
many other factors in the real world such as the existence
of merchant capital, rent and banking capital, The price
of production is an ‘intermediate link” in the process of
explaining the empirically given reality on the basis of
value relations and the law of value. Marx did speak of
the price of production being the centre around which the
daily market prices fluctuate' but he, unlike Hodgson, did
not stop there, At this stage of the analysis, merchant
capital had been left out of consideration' and so had
banking cap:l:al and rent. Merchant cnpiml, for example,
while creating no new wvalue, participates in levelling
surplus-value to average profit. The general rate of profit,
therefore, contains a deduction from surplus-value due to
merchant capital, and therefore a deduction from the
profic of industrial capital®’ Marx indicates very clearly
his method: 'In the course of scientific analysis, the
formation of a general rate of profit appears to result from
industrial capitals and their competition, and is only later
corrected, supplemented, and modified by the intervention
of merchant’s capital.”'*

* Earl Marx, Capirel, Vol. 111, Moscow 1962, p. 205, This does
not meéan 1o say that Marxsts reject empirical evidence. On the
conbrary, it is the way they critically examine and explain such
evidence that distinguishes them from bourgesis economists.

7 Marx. Grundrizre, London 1973, p. 101

¥ Capiral, Val T, Momcow 1961, p. 154

P Capiral, Vol. II1, p. 25,

T Thid., p. 155,

" Ihid,, p. 157.

% Ihid., p. 161.

* Ihid., p. 176 {(Quoted in Hodgson, "Reply').
14 Ihid, p. 204.

1= Thid, p. 281,

1% Thid:, p. 282.




Similar considerations would be involved with rent and
panking capital, including the production of the moncy
commodity itself. The process of analysing the actual
intrinsic relations of capitalist production is a very compli-
cated matter’ and it is only the kind of method adopred
by Marx rhat can lead o any deep understanding of the
real conmcrete relations. A necessary stage in this analysis
is the rransformation of values into prices of production
and surplus-value into average profit. The method Marx
adopted is the only one which makes it possible to grasp
the fact of a general rare of profit on the basis of the value
analysis developed in Volume 1 of Capital. *1f the limirs of
value and surplus-valuc are given, it is easy 10 grasp how
competition of capitals ransforms values into prices of
production and further into mercantile prices, and surplas-
value into average profic. But withour these limits, it is
absolurely unintelligible why competition should reduce the
general rate of profit to one level instead of another, ¢.g.
make it 159 instead of 1,5000%. Competition can at best
only reduce the gencral rate of profit o one level. Bur it
contains no element by which it could determine this lewel
itself."""

Hodgson's second ecror is in thinking that the defini-
tion of the price unit is an arhitrary marer and thar,
s a consequence, unless we accepl thar total price does not
equal total value we cannot explain inflation." In fact the
matter is surely the other way round. We can only explain
inflation by accepting what money really is and has 1o be,
the universal equivalent of exchange-value. Hodgson con-
fuses the content of money with its nominal value, By
merely regarding money price as an index of exchange he
denies money its real content, ie. as a socially recognized
symbol of labour-time as such.® In this he follows von
Bortkiewicz, but inexplicably fails 1o draw the logically
necessary consequences of this approach. Price for von
Bortkiewicz is, like velue, the index of an exchange
relationship and both are purely theorerical structures
Marx was in error hecause he did not pay the slighrest
regard to the conditions of production of the good serving
as the measure of values and prices. His assertion that
total price equals total value is therefore not only unproven
but false’' But then von Bortkiewicz draws the obvious
conclusion, which clearly Hodgson does not want 1o
accept: ‘We are thus driven to reject Marx’s derivation
of price and profit from value and surplus-value.”* To
reject von Bortkiewicz's conclusions means o accept
Marx's method. It is a fajlure 1o understand the method of
political economy, as we have indicated above, that leads
Hodgson to erroneous conclusions in his two articles.

The Permanent Arms Economy

Before 1 briefly discuss my differences with both
comrades Hodgson and Mandel, it is necessary to put the
record straight as far as the expulsion of the 15 apposition
grouping in the recent period is concerned. 1. The
grouping was not expelled merely because of its ideas on
the Permanent Arms Economy. It in fact raised a whole
number of other issues, concerning c.g. the Labour Party,
trade unions, the Transitional Programme and workers’
control. 2. The central critigue of the Permanent Arms
Economy did not rest an the question of the transformarion
problem, as only a brief acquaintance with the articles
published would have made clear. The main attack was on
1he under-consumptionist and Keynesian foundation of that

In spite of Hodgson's protestations o the contrary, his
position does not differ substantially from thar of Kidron.
This is because he argues with Kidron that ‘the conditions
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of production in the arms and luxury goods sector do not
enter into the determination of the rate of profit in the
ather sectors, and the general rate of profit must be
determined solely by the conditions of production in the
wage and capital goods sector.™ Kidron would also
accept that ‘there is nothing to stop the organic composition
of capital in those industries (that are directly or indirectly
involved in the production of the real wage) rising (or
falling), independently of the conditions of production in
the arms industry, thus causing a fall (or rise) in the rate
of profit . . " This does not in any way contradict
Kidron's argument for the arms industry as a stabilizer of
capitalist production since the second world war.

While we agree with Mandel that the arms sector
participates in the equalization process of the rate of profit,
we do not accepr that this sector produces surplus value
from the standpoint of total social capital. Although the
capitalist producing for the anns sector reccives  the
average rate of profit and his workers work unpaid labour-
time. nevertheless this constitutes merely n redisribution
of surplus value already produced This is because state
revenue (from 1axes or deficit financing) i wtilized ™ buy
the products of the armaments industey. This constitutes o
drain on capital which means that a smaller muss of
surplus value is spread over a larger capital base.™ It
becomes clear now why inflarion increases as 4 consequence
of such expenditure. The money supply and for government
borrowing usuully increases o finance such expendirure,
that is, grows wirh rotal output, of which an increasing part
is unprofitable from the standpoint of wal social capital.
The non-productive expenditure increases the purchasing
power in the economy without a simultaneous increase in
profitable production™ Tt is surprising that Hodgson
seems to hold a similar view™ and yer still maintains that
the arms sector has no overall effect on the rare of profit

David Yaffe*

= David Yaflc has stked us to make it ¢clear that he is not 4
member of the International Marxist Group.
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- WHITHER RUSSIA?

Towards Capitalism or Socialism
by Leon Trotsky

The object of this little book is to outline the principal
factors in our economic process. The difficulties of such
an analysis are apparent when the reader considers the
sharp turns that have taken place in the course of our
evalution. When a development proceeds along a straight
line, two points are sufficient to determine its direction.
Bur when, atr a crucial moment, the course of affairs
describes a complicated curve, it is difficult to judge the
various sectors of thiz curve. And — in a new social order
— cight years arc but a short penod,

Our opponenrs and enemies, however, have not
hesitated tw deliver themselves — on more than one
occasion — of their ‘infallible’ judgments on our economic
development, nor have they waited until eight years
elapsed after our November Revolution. These judgments
are of two kinds. In the first place, we are tald that we
are ruining the country by our work of socialist construc-
tion; in the second place, we are told that our develop-
ment of the productive forces is in reality carrving us
into capiralism,

Criticism of the first wype is characteristic of the
mode of thought of the bourgenisic. The sccond style of
criticism is rather that of Social-Democracy, i.e. bourgeois
thought in a socialist disguise. It would be hard o draw
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g sharp line between the two sivles of criticism, and
frequently the rwo modes of arrack exchange their arsenal
of arguments in a neighbourly manner, of which act they
are scarcely aware, intoxicated as they are with the sacred
war against communist barbarism

The present book will, I hope, prove 1o the un
prejudiced reader that both camps are Iving, not only
the outright big bourgeoisic, but also the petty
bourgeoisie who pretend 1o be socialist. They be when
they say that the Bolsheviks have ruined Russia. Indis-
putahle facts prove that in Russia — disorganized by
imperialist and civil wars — the productive forces in
industry and agriculture are beginning to approach the
pre-war level, which will be reached during the ensumg
It is a falschood to state that the evalurion of the

yvear
productive forces is proceeding in the direction of
capimlism: in industry, transportation, communications,

commerce, finance and credit operations, the part played
by the national econemy is not lessened with the growth
of the productive forces, bur—on the contrary — this
role is assuming increasing importance in the toral
economy of the country. Facts and figures prove this
beyond dispute.

The matter is much more complicated in the field
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of agriculture. No Marxist will be surprised by this;
the transition from the scattered single peasant establish-
ment o & socialist working of the sail is inconceivable
except after passing through a number of stages in tech-
nology, economy and culwre, The fundamental condition
for this transition is the retention of power in the hands
of the class which means to lead society 1o socialism,
and which is becoming ever more competent to influence
the peasant population by means of the state industry,
by the process of raising the technique of agriculture 1o a
higher level, and thus creating the prerequisites for a col-
lectivization of agriculture.

It is hardly necessary 1o statc that we have not yet
solved this task; we arc only beginning ro create the
prerequisites for a consistent gradual realization of 1t
More than this, these achievements will themselves
develop new contradictions, new dangers. What is the
nature of these?

The state today furnishes four-fifths of the industrial
production for our domestic marker. About one-fifth is
provided by private producers, i.e. particularly by the
petty establishments of home industry. Ratlway and marine
transportation is one-hundred per cent in the state’s hands.
The commerce of the swate and co-operatives today
amounts 1o almost three-quarters of the trade turnover.
Foreign trade is carried on ninety-five per cent by the
state

The credit institutions are likewise a centralized
national monapoly. But these mighty self-contained state
teusts are opposed by twenty-two million peasant establish-
ments: the uniting of national and peasant economies —
the productive forces meanwhile increasing as a whole —
thus constitutes the principal social problem of a socialist
CONSLIUCTion in Qur country.

Unless the productive forces grow, there can be no
question of socialism. On the economic and cultural level
which we now occupy, the development of the productive
forces can be attained only by involving the personal
interest of the producers themselves in the system of the
gocial economy.

This is being done, in the case of the industrial
workers, by making their wages depend on the productivity
of their labour. Grear successes have already been attained
in this field. In the case of the peasant, his personal interest
is secured if only by the fact that he manages a private
establishment and is working for the market. But this
condition also involves difficulties. The differences in
wage classes, great as they may be, do not introduce a
social differentiation among the proletariat: the workers
remain workers for the state enterprises. With the
peasantry the case is different. The work of the rwenty-
two million peasant establishments (of which the Soviet
estates, the peasant collective establishments and land
‘communes' al present constitute but an insignificant
minority) for the marker leads inevitably to the creation,
ar one pole of rthe peasant mass, of wealthy and even
exploiting establishments, while at the other pole we have
a transformation of a section of our present-day medium
peasaniry info poor peasants and of poor peasants intoe
farm labourers.

When the Soviet Governmenr, under the leadership
of the Communist Party, introduced the New Economic
Policy (Nep) and then cxtended the ficld of its operations
o the provinces, it had no illusions either as to these
inevitable social consequences of the market system, or
as 10 the political dangers they brought with them. These
dangers, however, do mot appear as an inescapable fate
1 us, but as problems which must be studied with atten-
sion and solved in practice at every stage of the work,
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The difficulty could hardly be eliminated if the state
economy in industry, commerce and finance should sur-
render its positions while the class differentiation of the
village was advancing, For in this case, private capital
might strengthen irs influence on the marker, particularly
on the peasant market, and thus accelerate the process
of differentiation in the village, and hence shunt our entire
economic evolution onto the path of capitalism, Preciscly
for this reason, it is extremely important for us to deter-
mine in the first place what is the direction pursucd by
the alignment of class forces in the ficlds of industry,
communications, finance and domestic and foreign trade.
The increasing predominance of the socialist state in all
the fields named (which has been presented in indispurable
terms by the State Planning Commission) has created an
entirely new relation berween ay and country. Our state
is far too firmly at the helm to enable the incresse of
the capitalist and semi-capitalist tendencies in agriculture
to grow over our heads within any appreciable time. A
gain of time in this connection means everything.

In so far as there is & strupele between capitalist and
socinlist tendencies in our economy {(and the very essence
of the Nep constitutes both a collaboranion and an opposi-
tion between these tendencies), it may be said thar the
outcome of the struggle depends on the speed of evolution
of cach of these wndencies. Tn other words: 1if the state
industry develops more slowly than agriculture, if the
latter should proceed to secrere with increasing velocity
the two extreme poles above mentioned {capitalisr farmers
‘above’, proletarians ‘below’), this process would, of
course, lead to a restoration of capiralism, But just let
our enemies try to prove the inevitability of this outlook.
Even though they approach this task far more intelligently
than poor Kautsky (or MacDonald), they will burn their
fingers. On the other hand, is such a possibility entirely
precluded? Theoretically, it is not. If the dominant party
should be guilty of one mistake after another, in politics
as well as in economics, if it should thus retard the growth
of industry, which is now developing so promisingly, if
it should relinguish its control over the political and
economic processes in the village, of course, the cause
of socialism would be lost in our country. But we are
not at all obliged 1o make any such suppositions in our
progrosis.

How power is lost, how the achievements of the
prolerariar may be surrendered, how one may work for
capitalism — all this has been brilliantly demonstrared
1o the international proletariat by Kautsky and his friends,
after 9 November 1918 [German Revolution). Nothing
needs m be added to this instruction.

Our tasks, our goals, our methods, are different. We
want to show how power, once achieved, may be retained
and consolidated, and how the form of the proletarian
state may be filled with the economic content of socialism.
We have every reason to count on our industry's over-
taking and neutralizing the process of differentiation in
the village, and thus crearing the technical condirions and
econamic prerequisites for the gradual collectivization of
agriculrure.

In my present book, 1 have not at my disposal
statistical data for the differentiation in the village, owing
to the fact that no figures have been collected which
would render possible a general estimate of this process.
This absence must be explained not so much by the
defects of our social statistics as by the peculiarities of
the social process irself, which embraces the ‘molecular’
alterations of rwenty-two million peasant establishments.
The State Planning Commission (Gosplam), on whose
calculations the present work is based, has entered into




a profound swudy of 1the economic differentiation of our
peasantry, and the conclusions which the Commission has
thus atained will be published at the proper time; they
will be of great importance for national decisions in the
field of taxes, of rural credits, of co-operatives, etc. But
these data will in no wise affect the fundamental outlines
of the view expressed in this book.

It is clear that this general view is closely allied with
the destinies of the West and of the East, both economically
and politically, Every step made in advance by the world
proletariat, every success attained by the suppressed
colonial peoples, will consolidate our position materially
and morally, and bring the hour of general victory so
much the nearer,

L. Trotsky.
November 1925.

The language of figures

The State Planning Commission (Gosplan) has pub-
lished a General Table giving the econamic ‘control’ figures
far the year 1925-6.' The above sentence may have a
very dry and even buregucratic sound; bur these dry
statistical figures and the almost equally dry and
reserved explanations of the figures are the accompani-
ment to the mighty historical music of the progress of
socialism. Here are no mere conjeciures, no assumptions,
no mere empty hopes, no theoretical reasonings — we
have here the powerful language of figures which cannot
fail to convince even the New York Stock Exchange. We
must dwell for a moment on the most important, most
fundamental of these figures, for they deserve arention.

In the first place, the mere circuomstance of the
publication of this General Table is — economically
speaking — a cause of rejoicing for us. The day of its
publication (20 August 1925} is a red letter day in the
Sovier calendar. Agriculture and industry, domestic and
foreipn commerce, money in circulation and prices of
commodities, credit operations and state budget, have
found in this table an expression of their development
and their mutual relations. We have before us a clear,
simple and readable comparanve presentation of all the
fundamental data for 1913, for 1924-5, and the prospec-
tive figures for 1925-6. The explanatory text also supplies
figures in all cases requiring such for the other vears of
the Soviet economy, so that we now possess a compiefe
picture of the stage of our reconstrucrion and a bird's-
eve view of the work for the next economic year. The
mere possibility of such a comparative staternent is a very
impormant accomplishment.

Secialism means accounting, Under the Nep system,
the forms of accounting are of course different from those
which we attempted to apply in 'the period of military
communism (1917-21), and from those which will find
their full expression under completely developed socialism.
Yet, socialism means accounting, and ar present, in the
new stage of the Nep period, socialism probably requires
more accounting than it will require in its completed form;
for then our reckoning will have only a purely economic
content, while now it iovelves also the maost intricare
political problems. In the General Table of the control
figures, the socialist state for the first time gives an account
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of all the phases of its economy in their murual relations
and in their evolution. This is a tremendous achievement.
The mere possibility of such a step is a splendid testi-
monial not only to the marerial achievements of our
economy, but also to the success of the idea which
embraces this economy and dictates its guiding lines. This
table may be regarded as a kind of restimoninm
maturitatis,” and the reader must nat forget that such cer-
tificates are not issued at the time when maturity has been
atrained, but ar the moment of transition from secondary
w higher education. And the tasks which are imposed
upan us by the General Table of the State Planning Com-
mission are precisely tasks of a higher order; this is the
question which we shall now proceed to analyze.

A glance at the Tahle ar once raises the first question :
10 what extent is the Table sccurate? There is a broad
ficld for reservations, modifications and even scepticism.
Everyone knows that our statistics and our forms of
accounting are not infrequently defective, not because they
are poorer than the other phases of our economic and
cultural activities, but because such statistics reflect all,
or at least many of, the phases of our hackwardness. But
this reflection by no means justifics a general vore of
mistrust, accompanied by the hope that perhaps we may
— after the lapse of a year end a half or two yeirs — be
able to ascertain the erroneousness of such and such figures
and then to play the sage after the fact! I is extremely
probable that there are a number of errors, Bur such
sagacity after the fact is the cheapest sort of wisdom. For
the present moment the figures of the State Planning
Commission represent the highest possible approximation
to truth. There are three reasons for this condition. In the
first place, because they are based on the most complete
material available, and therefore on material that has not
been gathered at random but has been worked up day by
day by the various sections of the State Planning Cam-
mission; in the second place, because this marterial has
been prepared by the most capable and best qualified
cconomists, statisticians and technologists; and, in the
third place, because this task has been carried out by an
institution that is free from any Government interference
and is at any moment permirted to convince the economic
authorities by means of dirsct confrontation.” To this we
must add that the State Planning Commission has no
business secrets or any other kind of economic secrets.
Any process of production and any commercial calculation
may be checked up, either directly or through the Workers'
and Peasamts’ Inspectorate (the Commissariat of State
Control). All balance sheets as well as all official calcula-
tions are available w the Commission even in the rough
drafr. To be sure, certain figures may still be disputed.
Objections may be mised to certain indications by the
various authorities, in one direction or another. The
afficial corrections, whether accepted or not. may be of
great importance for certain practical undertakings; for
instance, for the volume of exports end imports, for the
size of the items in the budget, for rhis economic need
or that, and the like. But these corrections will not involve
any change in the fundamental data. Better, more marure,

' See Appendix, Table One.

* This ix the name of the certificals formerly received by the
graduaze af a Russian pymugsivm, which entitled him o enter
a university. (Translator’

" ‘The sccounting repartd of the operativé economic organs are
worse then incomplete: they are binsed’, observes the com-
mentary of the State Planning Commission. Thix severe judg-
ment is worthy of note. The operalive economic argans must
be tramned, with Lthe co-operation of the Stale Planning Com-
misgion and the press, to deliver objective business reports, i
perfect accord with the facts,




more carefully checked figures than those afforded by the
Table published by the State Planning Commission can-
not be found at the presenr time. One thing, furthermore,
is cerrain. An inaccurate “‘control’ figure — as our entire
economic experience hitherto has shown —is of incom-
parably greater value than working at random. In the
former case, corrections and additions may be made on
the basis of experience; in the latter, we are merely
‘muddling along".

The Table covers the period up to | October 1926.
This means that after a lapse of abour twenty months,
when we shall have received the annual economic reports
for 1925-6, we shall be enabled 1o compare our actual
condition of tomorrow with our statistical assumptions of
today. But however great may he the difference, this
mere comparison will alonc be an indispensable school
of planned economy.

Since we are speaking of a pgreater or less degree
of accuracy in prediction, we must attain clarity as to
the nature of the prediction in this case. The staristicians
of the Harvard Economic Service, when they atiempt to
determine the trend and velocity of certain branches of
economy in their country, are proceeding — to @ certain
extent — afrer the fashion of the astronomer: ie they
attempt 10 grasp the dynamics of processes that are
entirely independent of their volirion, The difference is
merely in the fact thar these staristicians by no means
work with the accurare methods that are at the disposal
of the astronomer. The Russian statisticians, however, are
in an entirely different position; they work as members of
instirutions which have charge of the econamic life. The
preliminary plan in our case is mot merely a product of
passive prediction, but also a lever for active economic
forethought. In this case, each figure is not only a photo-
graphic copy but also a guiding line. The table of control
figures was elaborared by a state organ which controls — 1o
an enormous extent — the dominant economic positions.
For instance, when the Table says thar our exports in the
year 1925-6 must advance o 1,200,000,000 rubles from
the export figures of 462,000,000 rubles in 1924-3, 12
by one hundred and sixty per cent, this is pot a mere
forecast, but a task to be realized! On the hasis of what
is we are told what shall be, When the Table informs us
that the investment of capital in industry (ie. the outlay
for the renewal and cxtension of fundamental capital)
must amount to 900,000,000 rubles, we have again not a
passive arithmetical presentarion, but a statistically moti-
vated practical problem of the first importance. Such is
the character of the Table from beginning to end, It
represents & dialectic conjoining of theoretical prediction
and practical volition, f.¢. 2 union of the calculated objec-
tive conditions and tendencies with the subjectively
imposed rasks of the operative Workers" and Peasants’
State. Herein lies the difference in principle berween the
General Review Table of the State Planning Commission
end all other sraristical summaries, calculations and
approximarions, in any capitalist state. As we shall have
_ occasion to see later, we are dealing here with the immense

superiority of our, i.e. socialist, methods, over those of
capitalist states, The view afforded by the General Table
of the State Planning Commission does not furnish, how-
ever, any estimate of the economic methods of socialism
in peneral, bur only of their application under certain
conditions, ie. in a specific stage of the so-called New
Economic Policy. The eclemental economic processes
above all may be grasped objectively and statistically, On
the one hand, the economic processes conducted by the
Swate go ‘into the market’ ar a certain stage and arc
united by means of the methods of the market with the
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elemenial, so 1o speak, uncontrollable economic processes,
particularly hy means of the cconomic methods created
by the ‘atomized” individual peasant econamy that prevails
in our country. Planned cconomy ar present consists in
great measure precisely in uniting those economic pro-
cesses thar arc under control and puidance with rhose
that are as yet subject to the operaton of their own market
laws. In other wards, in oor economy, socialist tendencies
fof wvarious degrees of cvolurtion) are united and inter-
twined with capitalise rendencies, the latter also of varving
degrees of marurity and immanirity, The control figures
reflect the combinaton of onc ser of processcs with the
other set and thus disclose the compiments of the forces
of evolution. Herein lies the fundamental importance for
socialism of the perspecuve plan.

We have alwavs been fully aware of the fact— and
have never concealed il — that the econumic processes
going on in our country have mvolved these contradic-
tions, since they constitute a struggle between two mutually
exclusive systems — socialism and capitalism. On the con-
trary, it was precisely at the moment of transition to the
Nep period that Lenin formulated the historical quoestion
in three words, as follows: "Who bears whomi’. “T'he
Menshevik theoreucians, including 1n the first place Oup
Bauer, condescendingly welcomed Nep as 2 sober capilu-
lation of the premature, violent, in short, 'Bolshevik'
methods of rhe socialist econamy to a tried and rrusry
capitalism. The fears on the one hand and rhe hopes an
the other have been subjectcd to a very scrious examing-
tion, the result of which has been precipitated; as it were,
in the control figures of opur economie. hudget. These
hgures are important also for that fact that it now
becomes impossible 10 continue operating with common-
places cancerning the socialist and capitalist elements of
our economy (concerning the plan ‘as such’ and uncon-
trollable factors 'as such'). Bven though it be only in a

S oL EEPEHS BATREE T T o W Eroew M
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rough and provisional form, we are nevertheless aware
of our condition. We hav: succeeded in setting up a
quantitative estmarte of the mumal relation berween
socialism and capiralism in our economy, for today and
for tomorrow. We have thus attained valuable daia
required in answering the historical question “Who beats
whom ?*

The nep and the peasantry

All of the above serves merely to indicate the
methodological significance of the General Table of the
State Planning Commission, {¢. we have pointed our the
enormous importance of the fact that we have ar last
achieved the possbility of estimating all the fundamental
processes of our economy in thefr interconnections and in
their development, and have thereby obtained a point of
departurc for an incomparably more conscious and more
perspicacious prediction in our planning (and this not only
in the field of economy). But far more important for us is
of course the direct marerial content of the General Table,
ie. the actual figures by means of which the Table
characterizes our social evolution,

In order to answer properly the question whether
we are tending toward socialism or toward capitalism,
we must first of all formulate this question properly. It
may be divided logically into three sections. 1. Are the
production forces developing in our country? 2. Whar are
the social forms in which this development is proceeding?
3. What is the speed of this development?

The first question is the simplest and alsa the most
important, Neither capitalism nor socialism is conceivable
without an evolution of the productive forces, Military
communism, the outgrowth of a cast-iron historical neces-
sity, had soon run its course, after it had brought the
evolution of the productive forces to a standstill, The
most elementary and the most ineluctable significance of
the Nep was the evolution of the productive forces as the
basis of all social movement in general. The Nep was
held by the bourgenisic and the Mensheviks as the neces-
sary (but, of course, ‘insufficient”) step for unchaining the
productive forces, The Menshevik theoreticians approved
of the Nep as the dawn of a capitalist restoration in
Russia. They added: either Nep will overthrow the
Bolshevik dictatorship (the ‘desirable’ outcome) or the
Bolshevik dictatorship will ultimately overthrow Nep (a
‘deplorable’ event). The Smwenma Feki p' owed its
arigin ar first to the belief that the Nep would facilitate
the evolution of the productive forces in a capitalist form
—and now the General Table of the State Planning
Commission affords us the fundamental data nor only
for answering the question as to the general productive
forces, bur also the question as to the nature of the
social form in which this evalution is taking place,

Of course, we very well know that the social form
of our economic evolution is of dual narure, since it is
based on the collaboration and the struggle between
capiralist and socialist methods, forms and ends. Such are
the conditions inte which our evolution has besn placed
by the New Economic Policy. Furthermore, the funda-
mental content of the New Fconomic Policy is involved
in these conditions. Such & general notion of the contra-
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dicrory nature of our development is no longer sufficient
for us, We now seek and demand extremely precise
criteria for our economic contradictions, ie. we require
not only dynamic coefficients of general evolution, but
also comparative cocficients for the specific weight of
this tendency or that. Too many things depend an the
answer 1o this question; in fact, everything in our domestic
and foreign policy depends on it.

In order to answer the question in its most important
phase, we shall say: Tv is impossible to obtain a clear
and fully dependable conception of the prospects and the
possible dangers of our peasant policy withom having
gnswered the question as to the balance of power between
the capitalist and socialist tendencies, the questuon as ro
the direction in which the relation of their specific weight
is alhering with the growth of the productive forces.’
As a marter of fact, if it should turn out that — as the
productive forces evolve —the capitalist tendencies
increase or expand at the expense of the socialist ten-
dencies, rthis l.'x'pansmn of the volume of commodity
capitalist relations in the village might be of cataclysmic
importance and might shunt the course of evolution
definitely onte the track of capitalism. And wice versa,
if the specific weight of the state economy (ie., in our
case, the socialist economy) should inclease in the total
ecanomic status of rhe country, the more or less extensive
liberation” of the commodity capitalist process m the
village is then already moving within the limits of a
definite alignment of forces, and the question as o how,
when, to whar extent? will decide itself in a purely objec-
tive way. In other words, if the productive forces which
are in the hands of the socialist State; and which secure
ta that State the possession of all the commanding posi-
tions, are not only rapidly growing in an absolute way, but
also are growing more rapidly than the private capitalist
productive forces in city and country; if this has been con-
firmed by the expericnce of rthe hardest period of recon-
struction; then it is clear that by expanding to a certain
extent the commodity capitalist tendencies growing out
of the primitive roots of the peasantry, we are by no
means incurring the danger of becoming exposed to any
economic crisis, to a sudden shifting from quantity to
quality, ie. to sudden transitions to capitalism.

In the third place, we must answer also this question :
What is the speed of our evolution when viewed from
the standpoint of world econamy? At firse glance it might
appear thar this question — in spite of its importance —
is nevertheless of a subsidiary nature; thar while, to be
sure, it is desirable o advance to socialism ‘as quickly as

possible’, the velocity of this advance is not extremely
important since the forward movement is guaranteed
simply by the vicrorious evolurion of socialist tendencies
under the Nep conditions. But this reflection would be
incorrect. Such a conclusion would be justified (and then
only in part) if we were dealing with a closed, self-
sufficient economy. Bur this is mot the case. Owing pre-
cisely to our successes we have gone into the world market,
.2 we have entered the system of the universal division of
labour. And at the same ume, we have remained encircled
bv capiralists. Under rthese conditions, the welocity of
our cconamic evolution will determine the strength of our
resistance to the cconomic pressure of world capitalism

4 Smyena Vekh: these two Ruossian words Hrerally mean s
“‘ransposition of landmarks’. It is the name given 1o a bowrgeeis
roup — consisting for the most part of intellectusls and
scientistt — who declared their readiness in 1921 1w work
honestly for the ‘reconstruction of Russin' under the Sovier
Government. The members of this group who were thus seelung
1o “readapt’ themselves were pérmitted to rerurn 1o Russia,
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and 1o the military-political pressure of world imperialism.
These factors may not be left out of the account for the
present.

1f we now approach the General Table and the
commentary of the State Planning Commission with our
three ‘control’ questions, we shall easily be convinced
that the first two questions — 1. the evolution of the
productive forces; and 2. the social forms of this evolu-
tion — are not only snswered clearly und distinctly hy
the Table, bur also favourably. And as for the third
question — the question of the speed of the process — we
have only begun, in the course of our economic evolution,
to witness irs unfolding on a world-wide scale. But here
too we shall find that the favourable answers ta the first
two questions also provide the necessary preliminaries for
the solution of the third guestion. The latter becomes the
highest criterion, the hardest touchstone of our ACOTDTIC
evolution in the period that is now beginning

The growth
of the productive forces

The speedy restoration of our productive forces s
now generally known and is excellently illustrated by the
figures given in the General Table. 1f we calculate pro-
duction in pre-war prices, the agricultural production of
the vear 1923-5 (in which falls the poor harvest af 1924)
amounted 1o seventy-one per cent of the production of
the good crop year 1913, The coming fiscal year, that of
1925-f, which includes among its assels our present good
crop, promises — according to the latest available data —
to exceed the agricultural production of 1913 and almost
to attain thar of the vear 1911, While in the last few
years the total yield of grain has never reached
3,000,000,000 poods,’ the crops this year are estimated
at about 4,100,000,000 poods.”

This year (1924-5) our industry has attained seventy-
one per cent, as measured by the value of it products,
of the production of the same ‘normal’ year of 1913. In
the next year it will sttain not less than ninety-five per
cent of the production of 1913, i it will practically
have completed its process of reconstruction. 1f we recall
that in 1920 our production had gone down to one-fifth
or one-sixth of the normal capacity of our industries, we
shall be in a position fully to appreciate the speed of this
process of reconstruction. The production of our large-
scale industries has more rhan mipled since 1921, Our
exports, which in thar year were under 500,000,000 rubles,
promise to exceed considerably 1,000,000,000 rubles in
the coming year. The same development is shown by our
imports, The State budget promises to increase from

© 2,500,000,000 rubles to mare than 3,500,000,000 rubles.
These are the fundamental control figures. The quality of
our products is of course quite imperfect as vet, bur has
improved considerably when compared with the first and
second years of the Nep. We thus obrain, as our answer
to the question as to how our productive forces are
developing, the cxtremely convincing demonstrative
result: the ‘frecing’ of the market has given the productive
forces an immenge impetus.

But the very fact that the impulse came from the
market — which is a factor of the capitalist economic
order — afforded 2 malicious pleasure to the bourgeois
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theoreticians and  politicians. It seemed as if the
nationalization of industry (1917-19) and the methods of
economic planning were compromised bevond repair by
the mere tramsition to the Nep and by the undoubted
economic successes of the later. And therefore only the
answer 1o the second question put by us— namely, the
question as to the social forms of economy — can justify
a socialist estimate of our evolution. The productive
forces are growing also, for instance, in Canada, which
is fructificd by the capital of the United States. They
are growing also in India in spite of the bpnds of colonial
slavery. In fact, there is a growth of the productive forces
since 1924 —in the form of a reconstruction process —
even in Dawesized Germany. Bur in all these cases wc
are dealing with a capitalist evolution. Precizely in
Germany, the nationalization and socialization plans which
flourished so luxuriantly in 1919-20, at least in the masgive
tomes of the professorial socialists and Kautskyans, have
now heen cast aside as ‘old junk’ and, under the hard
American supervision, the principle of private capiralist
initiative is entering — ihough some of irs recth have fallen
out and orhers have been knocked our —into its ‘second
youth",

Now what is the case with us? What is the social
form in which the evolution of the productive forces s
taking place in our country? Are we proceeding o
capitalism or to socialism?

The presupposition of the socialist economy is the
nationalization of the means of producunon, How has
this presupposition stood the test of the Nep? Has rhe
market form of the distribution of commodities led to a
weakening or a strengthening of this nationalization? The
General Table of the State Planning Commission furnishes
excellent material for judging the mutual effects of the
struggle between the capitalist and socialist tendencies
of our economy. We have altogether reliable ‘control’
figures, covering the fundamental capital, the production,
the commercial capital, in short, all the most imporiant
ecanomic processes of the country.

The most vulnerable figures are perhaps those indi-
cating the distribution of fundamental capital; yet this
vulnerability applies rather to the absolute figures than
to their mutual relation, and we are now concerned, of
course, chiefly with the latier. According 1o the statements
of the State Planning Commission, ‘the most conservarive
caleulations’ at the beginning of the curreat economic
year showed capital 1o the extent of at least
11,700,000,000 gold rubles belonging o the State;
500,000,000 gold rubles o co-operatives; and
7,500,000,000 gold rubles o private — chiefly peasant —
establishments. In other words, of the means of production,
more than sixty-two per cent of the total has been
socialized, and this includes the technically best perfected
seclions. Aboutr thirty-eight per cent remains not
socialized.

As for agriculture, we find here investigated not so
much the results of the nationalization of the soil as those
of the liquidation of feudal land holding. The results of
this investigation are solid and instructive. The liguidation
of feudal — as well as of atmost all large — holdings of
land (where they exceeded the proportions of the peasant
economy) led to an almosi complete liquidation of the
large-scale agriculural establishments, including also the
model estates. This was one — to be sure not the decisive
one — of the causes of the temporary decline in agricul-

® One pood=36.11 pounds approx. (Iwurémmational)

® This is the estimate of 28 August 1925; of course, changes
in either direction may he expected.




ture, Bur we have already seen thar the crops of this year
will attain the figures of the agricultural production of the
pre-war period, and thiy withour large-scale land holdings
and withour capitalist ‘model’ farms. And add to this the
fact that the evolution of agriculiure, freed from the
great landed proprietors, has only begun! We therefore
see that the ‘liguidation’ of the feudal landhalding class,
together with all its strongholds, is proving itself to be
economically sound. This is our first —and by no means
an insignificant — conclusion.

As for the mationalization of the soil, this principle,
owing to the extreme smallness of the divided peasant
lands, has not yer been capable of separute investigation.
The ‘populist® halo which mevitably was associared with
the socialization of rhe soil in the first period has just as
inevitably disintegrared and dropped off. Simultaneously.
however, the sipnificance of nationalization, as a measure
of essentially socialistic character when applied under the
rule of the working class, has been made sufficiently clear
ta prove its immense importance in the further evolution
of agriculture. Thanks to the nationalization of the soil
we have provided the State with unlimited possibilities
in the domain of land distribution. Mo walls erected by
individual or collective private property can present any
obstacle o us in our task of adapting the forms of utilizing
the soil o the demands of the production pracess. At this
mament the agricultural means of production have hardly
been socialized four per cent. The remaining ninety-six
per cent are still the private property of the peasamis. But
we must bear in mind that the agricultural means of
production, the peasant holdings as well as the State
holdings, constitute only a little over one-third of the
total means of production of the Sovier Union. Tt would
be a work of supercrogation [0 arempr ta prove that the
significance of the nationalization of the soil can only
become complerely evident ax the final result of a high
stage of development in agricultural rechnique and of the
resulting collectivization of agriculture, fe. after a lapse
of & number of years. Hur it is precisely in this direction

that we are going.

The soundness of socialized
industry

We Marxists were well aware, even before the Revolution,
that the socialist transformation of economy must neces-
sarily begin with industry and with mechanical transporta-
tion, and, later, involve also the village. Therefore a study
— fortified by figures — of rhe activity of the nationalized
industry is the fundamental guestion of the socialist evolu-
rion of our fransition ecONCMY.

In the field of industry, socializavion of the means
of producrion is of the order of cighty-nine per cent;
together with railroad transportation, ninety-seven per
cent; in heavy industry alone, ninery-nine per cent, These
figures indicate that the proprietary status which resulred
from natonalization has nat subsequently suffered any
change 10 the detriment of the State. The mere fact is
of the very greatest importance. We are interested, how-
ever, chiefly in another marter. Whar percentage of the
annual production falls o the socialized means of produc-
tion?, i.e. how productively is the State applying the means
of production sppropriated by it? The General Table of
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the State Planning Commission affords the following infor-
mation on this point. The nationalized and co-operative
industries in 1923-4 furnished 763 per cent of gross
production; this year they have furnished 79.3 per cent;
the forecast figures of the State Planning Commission
for next year (1925-6) show that they will furnish 79.7
per cent. As far as private industry is concerned, irs share
of production in 19234 was 23.7 per cent; in 1924-5,
20.7 per cent; and for the next year (1925-6) its share
will be 20.3 per cent. However cautiously the preliminary
figures for next vear may have been arrived ar, a com-
parison of the dynamics of nationalized and private
production within the toral sum of commodities in the
country has an immense significance, We find thae in the
past year as well as in this year, e in the years of
empharic economic progress, the share of nationalized
industry has increased by about three per cent, while the
share of private industry has decreased by the same figure.
This percentage is the measure of the gain made by the
preponderance of socialism over capitalism in this shor
period. The percentage may appear small, but —as we
shall sec immediately — its symptomatic importance is
really very great.

Whatr danger could there have been in the ransition
to the New Economic Policy and during the first years
of that policy? The danger was that the State— by
reason of the complete exhaustion of the country — might
have wmed our ro be incapable of lifting with its shoulders
the great industrial enterprises in a sufficiently short ume.
In view of the then quite insufficient activity of the large-
scale enterprises (they were working at aboup ten or twenty
per cent of capacity) the middle, smaller, and even home-
working establishments might, by virtoe of their adapta-
bility, their ‘clasticity’, atain a considerable preponder-
ance. The so-called “wastefulness' of the first period,
representing a socialist wribute to capitalism in return for
starting the operation of the factories and works confis-
cated from capitalism, threatened o hand over a great
share of the national wealth to all sorts of traders, middle-
men and profiteers. The first enterprises to breathe new
life from the Nep atmosphere were the home-working
industries and small workshops. The combination of
private commercial capital with perty privare industry —
including bome industry — might have led w a fairly
rapid process of ariginal capitalist accumulation, in the old
beaten tracks. Under these circumstances. we wers menaced
with, such a loss of speed as might tear the reins of
economic leadership from the hands of the Workers" State
with elemental force, This does not necessarily mean that
eniery passing or even lasting enhancernent of the specific
gravity of private industry within the framework of the
general turnover involves unconditionally catasmrophic or
cven grave conseguences. Here also, quality depends on
quantity. If the final figures should show that the “specific
weight’, the share of capitalist production in the last two
or three years had increased by one or two or three per
cent, this would not be equivalent to & menacing situation.
Nationalized production would still constitute fully three-
quarters of the total quantity, and to make up for this
lost speed would not be an unsolvable rask when we con-
sider how much of their capacity has been reached by the
large-scale enterprises. If it had wmed cut that the share
of private capitalist preduction had increased five or ten
per cent, the fact might be somewhar mare serious, but
even this result of the first period — the period of recon-
srruction — would by no means signify that natonaliza-
tion was economically unfavourable. The inference could
only be rhat the most significant section of the nationalized
industry had not vet developed its necessary evolutionary




dynamic. Far more importance must be assigned to the
fact that —as a result of the first period of the Nep,
which is concerned only with reconstruction and which is
most difficalt and dangerous for the State — nationalized
industry not only lost noae of its territories to capitalist
industry, but, on the contrary, forced the latter back to the
extent of an additional three per cent. This is the immense
symptomatic significance of this little figure!

Our inference becomes still clearer when we proceed
w investigate not only the data concerming production,
but also those concerning the trade maver, In the first
half of 1923, the private capital concerned in domestic
irade constituted about fifty per cent of the total, in the
second half of 1923 abour thirty-four per cent, while in
1924-5, it amounts 1 about twenty-six per cent. In other
words, the specific weight of the private capital involved
in domestic commerce has dropped more than fifty per
cent (from one-half to one-quarter). This condition was
not attained by merely ‘choking trade’, for in the same
period the turnover of State and co-operative trade
snereased more than one hundred per cent. We arc, there-
fore, witnessing a reduction of the social rivle net only of
private industry, but lso of private commerce, And this,
in bath cases, while the productive forces and the trade
rurnover are both increasing! As we have scen, the General
Table also provides for a further decrease —10 be sure
a small one— of the specific weight of private industry
and of private trade. We may await with composure the
realization of this supposition. The victary of the
sationalized industry over private industry should not be
interpreted unconditionally as an unbroken ascending line.
There may be periods in which the State, depending upoen
its economically protected forces, and desirous of
accelerating the speed of development, will consciously
permit a provisional increase of the “specific weight' of
private cnterprises; in agriculture, in the form of ‘strong’,
i ¢. farmer capitalist establishments; in industry, and again
in agriculture, in the form of concessions. If we consider
the extremely ‘aromized’ dwarf-like character of the
greater part of our industry, it would be naive to supposc
that any increase of the specific weight of private produc-
tion bevond the present 20.7 per cent would necessarily
be equivalent to & menace to & socialist reconstruction. In
fact, it would be erroncous [0 AHEmpt to set any rigid
limits in this field. The question will be determined not
by a formal barrier, but by the general dynamics of
evolution, and the study of these dynamics shows that in
the most difficult period, when the large-scale enterprises
showed rather their negative than their positive gualities,
the State was able to resist the first artack of private
capital. In the time of the most rapid progress, in the last
two years, the relation of the economic forces brought
about by the revolutionary coup d'état has been syste-
matically shifted in favour of the State! Now that the
chief positions have been far more securely occupied — if
only by reason of the fact that the large-scale enterprises
are approaching one hundred per cent production — there
is no reason to fear any surprises as far as the intcrnal
factors of our economy are concerned.

Co-ordination

of aty and country

a2

In the matter of the co-ordination of the economic
activities of city and country, the General Table provides
fundamental — and therefore very convincing — data. As
will be seen from the table, the peasaniry throws less than
one third of its gross production on the market and this
mass of commoditics constitutes more than one third of
the total goods urnover.

The ratio berween the agricultural and industrial
commodities toial fluctuares within very narrow limits
about the figure 37: 63.

This means that if we measure commodities not by
the picce, the pound and the yard, but in rubles, we shall
find that somewhat more than anc third of the commoditics
handled on the market are agricultural, and somewhar less
than two thirds urban, ie. industrial cammodites, This
may be explained by the fact that the village satisfies its
own requirements [0 an enormous exlent without resorting
w0 the market, while the city throws almost its entire pro-
duction into the market. The much-divided coansuming
peasant economy is excluded from the market to the extent
of more than two thirds of its total economic turnover, and
only the remaining third has a direct influence on the econ-
omy of the country. Industry, on the other hand, in accor-
dance with its nature, participates in the total wrnover of
the mation with all its production; for the ‘internal® rurnover
within industry, within the trusts and syndicates themselves,
which reduces the commodity content of production by 11
per cent, not only does not reduce the influsnce of industry
an the total economic process (due to the simplification of
the turnover), but, on the contrary, strengthens this
influence.

Though the mass of agricultural products which are
consumed i kind does not influence the market, this
should not be taken to mean that it does not influence the
economy. In the given scanomic situation, this mass rep-
resents the necessary natural *hinterland’ of that pne third
of peasant production that goes on the market. This ene
chird is the value in exchange for which the village requires
an equivalent value from the city. From this fact the
enormous importance of village production in general (and
of its one third that goes to market in particular), for the
entire economy, becomes quite apparent. Realizing our
crops and, particularly, carrying out export operations, 18
one of the most important factors in our annual economic
halance sheet. The mechanism of co-operation between
city and country will become more and more complicared.
We have long been unable to say that we arc dealing
mercly with the case of exchanging so many pounds of
peasant grain for so many yards of calico. Our economy
has entered the world arena, and has thus added new
links to the chain uniting city and country. The peasants’
grain is exchanged for forcign gold; the gold, in turn, is
iransformed inte machinery, agricultural implements, and
replacement plant for city and country. Textile machinery
obtained with the gold realized on exports of grain main-
tains the equipment of the textile industry and thus lowers
the prices of textiles passing into the village. This process
of circulation becomes quite complicated, but its basis
remains a certain mumal economic relation between city
and couniry.

But it must not be forgotten for a moment that this
murual relation is @ dynamic rclation and that the
dominant principle in these complicared dynamics is

1 do not maintain here — nor in the other cases that may
arise — that all the figures of the table are new; but they have
been checked, supplemented and systemarized; they now embrace
aur entire economy, Tt is to ihis thal they owe their extreme
importance.




industry, In other words, if agriculrural production and,
mare particularly, the commaodity portion of this produoc-
tion sers certain definire limits for the epalution of industry,
these limits are not altogether rigid and immovable. The
development of industry cannot be limited only by the
amount by which the harvest has increased, for the murual
interdependence is here far more complicated. Industry,
to be surc, rests on the village, particularly as far as
finished goods are concerned, but the growth of the village
is paralleled by the development of a larger and larger
market within industry itself. :

Now thar agriculture and industry are approaching
the culmination of the process of reconstruction, industry is
assuming the character of the stumulating element o an
incomparably higher degree than hitherto. The problem of
a socialist influence on the willage by the city—not anly
through cheap commodities but also through more and
more perfecied implements for agricultural production,
which forces the introduction of a collective exploitation of
land—this problem now faces our industry in all irs
concretensss and immensiry

The socialist reconstrucrion of agriculture will of
course be achieved not only by the co-operatives as a mere
farm of organization, butr also by means of co-operatives
thar are hased on the mechanization of agriculture, on its
clectrification, on its general industrialization. This means
that the technical and socialist progress of agriculture
cannot be separated from an increasing predominance of
industry in the total economy of the nation. And this, in
turn, involves in our subsequent economic development, an
at first slow—but later faster and faster—overtaking of the
dynamic coefficient of agriculiure by the dynamic coeffici-
ent of industry, until this opposition shall have entirely
disappeared.

Accomplishments
of socialism in industry

The production of all our industries in 1924-5 exceeded
the production of the preceding year by 48 per cent. Next
vear an increase of 33 pér cent may be expected as com-
pared with this year (ignoring the lowering of prices). Bur
the varioos categorics of our industrial enterprises are by
no means developing uniformly.

The large-scale enterprises in the current year showed
an increase in production of 64 per cent. The second group,
which we may provisionally designate as the medium
enterprises, showed an increase of 55 per cent. The perty
cnterprises increased their production by enly 30 per cent.
In consequence, we have reached a position in which the
advantages of the large-scale enrerprises as compared with
the petry and medium enterprises are already quite evident.
But we cannot yet assert that we have already fully and
completely realized the possibilities involved in a socialist
economy. As far as we are concerned with the predomin-
ance of the large-scale enterprises in prodnction, over the
medium and petty enterprises, we are at present enjoying
anly thase advamages which mmbere in large-scale enter-
prises even under capitalism. As for the siandardizarion of
products on a national scale, the normalization of the
processes of production, the specialization of establish-
ments, the wransformation of entire industrial plants into
mighty consolidated ‘works' of an organization embracing
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the entire Soviet Union, the planned material associarion
of the production processes of heavy industry and of the
finishing industries — these fundamental tasks of produc-
tion under socialism are only beginning to receive our
atrention. Boundless pruspects here open before us,
affording possibilities that we shall far exceed our former
proportions. But this is a mauer of rhe furure and will
receive attention in due tme.

Up 10 now, the advantages afforded by a national
conduct of the economy have not been utilized in the field
of production itself, i.c. the field of the organization and
ca-ordination of the material processes of production, but
in that of the distribution of production; the providing of
substances, raw maierials, uiensils, e @ individual
branches of industry, or, (o use the language of the market,
the investment of operating capital and, partly, of original
capital. Freed from the ferters of private property, the
State — by means of the pump of the Statwe budger, by
means of the State Bank, by means of the Industrial Baak,
erc. — could at any moment pump cash resources 1o the
point where they were most needed for the preservation or
the rebuilding or development of the economic process.
This advantage of a socialist economic method has played
a rdle of wrue redemption in the last few years. In spite of
not infrequent crude mistakes and errors in the distribution
of resources, we have nevertheless handled them far more
cconomically and practically than would have been possible
in an elemental capitalist process of reconstruction of the
productive forces, It is onlyv by reason of this cunnmuncc
that we have been able (o artain our present stage in so
short a time without resorting to foreign loans

But thiz does not exhaust the question. The economics
and, consequently, the social feasibility of socialism are
apparent also in the fact that socialism has liberated the
process of reconstruction of the economy from all the
superfluous outlay in favour of the parasitic classes. It
remains o fact that we are approaching the production
level of 1913, although the country is considerably poorer
than hefore the war. This means that we are able 1o artain
the same production results by means of smaller social
overhead expenses. We no longer spend money on the
monarchy, the nobility, the bourgeoisie, excessively privi-
leged intellectual strata, or, finally, for the insane frictions
within the capitalist machinery itsell.® Having approached
the task socialistically, it was madc possible for us to
mobilize directly for purposes of production a far greater
section of our as yet limited material resources, and thus
to prepare for a more rapid rise of the matcrial standard
of living of the population in its next stage.

We are dealing therefore — on our nationalized soil
— with a scattered peasant economy whose commodity
production amounts to somewhat more than one third of

Deposits and  corrent secounis amounted in 1924-5 10 not
more then <leven per cent, on the sversges, of the deposits
in 1913. By the end of next pear, it f& expected thar thit frem
will rise o shour thistv-six per cent of the 1913 level This is
an¢ of the siricing mdicauons of the meoagronen of our savings.
Bur the very fact thar sithough we have amsined a deposic figure
smounting to only abooi eleven per cent of the pre-war figure,
our cconomy has nevertheless been rwised 80 about seventy-five
per cent af the pre-war level, i the most stmking proof of the
fact that the Workers' eod Peasants’ Srase applier its social
tesources i 8 way that i incompsrahly’ more economical,
systemanc and pracucal’ than i ihe case M 8 bourgeols system.

The comparative showness of the development of transpar-
tation cificiency, a3 comparcd with that of asgriculture and
industry, may be in part explained by the fact thut in the pre-
war period the ‘specific weight' of Imports and exports wai
considerably higher then now; This is o further indication point-
ing to our having aitsined Lthe pre-war Jevel of industey in spite
of our far more modesr resources and social overhead cxpenscy
than obtained in 1913,

———



the values handled on the market. Of the capital employed
in agriculture, barely four per cent represents socialized
capital,

We have an industry whose fundamental capital is
socialized to the extent of 89 per cent, and rhis socialized
industry furnishes more than 79 per cent af the gross raw
praduction of industry. The 11 per cent of non-socialized
means of production consequently yields more than 20 per
cent of the gross production.” The share held by the State
production is increasing.

Railway transportation has been socialized 100 per
cent. The use of transporiation is increasing constantly. In
1921-2 it was abour 25 per cent of the pre-war efficiency;
in 1922-3, 37 per cent; in 1923-4, 44 per cent; and in the
year 1924-5 it will exceed 50 per cent of the pre-war
figure. For next year, we expect o anain 73 per cent af
our freight transportation in the pre-war period.

In the domain of trade, the socialized — i.¢. state and
co-operative — resources of production constiruted 70 per
cent of the total capital involved in the turnover, and this
percentage is constantly increasing. Foreign trade has been
entirely socialized; the state monopoly of foreign trade
remains an immutable principle of our economic paolicy.
The whale turnover of foreign trade will rse to
2,200,000.000 gold rubles next year. The share of private
capital in this turnover — even adding contraband goods,
which addition is perfectly justifiable — can hardly be
more than 5 per cent of the total.

The banks — in fact, the entire credit system — have
been socialized almost 100 per cent. And this tremendously-
increasing apparatus is now discharging, with more and
more elasticity and efficiency, its task, which is that of
mobilizing cash resources for feeding the process of
production,

The state budget is rising to 3,700,000,000 gold
rubles, now amounting to 13 per cent of the national gross
income [29,000,000,000 rubles) or 24 per cent of irs total
commodines (15,200,000,000 rubles).

The budget is becoming a powerful internal lever for
the nation's economic and culrural advance. Such are the
figures in the General Table.

These figures are of world historic importance, For
the first time, the activity of socialists — now more than &
century old — which began with the Utopias and later
developed into a scientific theory, has been put w a
powerful economic ‘test’, & test which is already entering
its ninth vear. All that has been written on socialism and
capitalism, freedom and tyranny, dictatorship and democ-
racy, has been subjected ta the acid test of the November
Revolution and has acquired a new, incomparably more
concrete form, The figures of the State Planning Com-
mission make up the first — though as vet imperfect —
balance sheet of the first chapter of the grear experiment
of transforming bourgeois society infto socialist sociery.
And this balance sheet is entirely favourable to socialism.

War after war had reduced Soviet Russia to a state of
devastation and exhaustion such as had hardly ever been
reached by any orher counrry. All rhose capitalist countries
that had suffercd most in the war rchabilitated themselves
chiefly with the aid of foreign capital. Only the land of the
Saviets, once the most backward of all, and the most
devastared and exhausted by wars and revolutonary con-
vulsions, was able to rise our of absolute poverty through
its own power alone, with the active hostile intervention of
the entire capitalist world. It is only owing to the complete
abolition of feudal land-holding and of bourgeois praperty,
only owing to the nationalization of all the fundamental
resources of production, 1o the Srate socialist methods and

the mobilization and allotment distribution of the necessary
resources, that the Sovier Union has risen out of the dust
and is now forcing its way into the system of world
economy as a factor of increasing importance. The General
Table of the State Planning Commission is connected by
means of unbroken threads running all the way back to the
Commiuenist Manifesto of Marx and Engels, which appeared
in 1847, and rcaching all the way our into the socialist
future of mankind. The spirit of Lemin hovers over these
dry columns of figures,

Russia and the capitalist world

We shall have accomplished a hupe task —not only
quantitatively, bur also qualiratively — when we attain the
pre-war level, given the present historical conditions. The
preceding chapters have been devored ro this question. But
only the realization of this accomplishmenr will bring us to
the starting-point fram which our real economic race wirh
world capital begins.

The final lines of the commentary by the Srate Plan-
ning Commission formulated the rotal rask as follows: “To
retain the conquered positions and ro advance, at every
puint where such is permimed by the cconumic situation,
consistently year by year, roward socialism — though it be
only step by step.’ Taken too literally, these lines might
give rise to false conclusions. The words ‘though it be only
step by step’, each year, in the advance toward socialism,
might be interpreted as implying that the rate of speed is
mare or less a3 marter of indifference; if only the diagonal
of the parallelogram of forces tends toward socialism, we
must ultimately attain the goal. Such an inference would
be entirely wrong, and the State Planning Commission
never intended to say any such thing. For, as a matter of
fact, the rate of speed is precisely the decisive element! It
is only the higher speed of State industry and State trade,
as compared with private capital, that enabled them 1o
secure & *socialistic’ diagonal of the parallelogram of forces
for the period we have covercd. Bur far more important is
the relation of the speed of our total development to the
speed of the world economy. This question is not rouched
upon directly in the memorandum of the State Planning
Commission. We therefore consider it all the mare impor-
tant to discuss the matter very fully, since this new criterion
will serve w the same extent for determining our successes
and failures in the next effort, as the criterion of the ‘pre-
war level’ has served to measure the successes of our
recanstruction period.

It is quite evident that as we adapt ourselves to the
world market, not only our prospects but also our dangers
will increase. The basis, as of so many other conditions, is
here again the dispersed form of our peasant economy, our
technical backwardness, and the present immense produc-
tion superiority of world capitalism as compared with us.

* Thic disparity herween the instruments of production and
preduction ftsclf may be explained chiefly by the varying organic
compotition of capital: it 1 natursl for the instalment plant to
be extremely small as compared with the living human force
which is cxpended without due record. At the other extreme,
we must also consider the fact that the effickency of our greatest
esteblishments, for instance, our huge metallurgical establish-
ments, ie still very far from one hundred per cent of capacity.



This plain statement of the case by no means contradicts
the fact thar the socialist mode of producrion —in irs
methods, rendencies and possibilides — is incomparahly
stronger than the capiralist mode of production. The lion
is stronger than the lion's cub. The voung lion's best
chances of survival are in his adolescence, in the strengrh-
ening of his teeth and claws, which is merely a marter of
time.

What constitutes the most powerful point of superior-
ity of aged capitalism as compared with vouthful socialism,
at least for the present? Not the values available, the vaules
full of gold, not rthe toral mass of accumulated and appro-
priated wealth. The accumulared resources of the past arc
not without their importance, bur they are not the decisive
factor. A living society cannot live for long on its old stock;
it must cover irs needs with the products of living labour.
In spite of its wealth, ancient Rome could not resist the
advancing ‘barbarians” when the latter bacame the bearsrs
of a labour productivity that was higher than that of the
decaying slave economy. The bourgeois sociery of France.
awakened by the Grear Revolution, simply took away the
riches that had been accumulated by the [ltalian city-
republics since the Middle Ages. 1f America’s labour
productivity should drop below the European level,
America would find but  litde assistance i the
$4,500,000,000 in gold that she has stared in her bank
vaults, The fundamental economic superiority of bour-
penis stares consists in the fact that capitalism, for the
present, still produces cheaper and better goods than
socialism. In other words, the productivity of labour in the
countries that are still living in accordance with the law of
inertia of the old capitalist civilization is for the present
still considerahly higher than in that country which is
beginning to apply socialist merhods under conditions of
inherited barbarism.

We are acquainted with the fundamental law of
history: the victory swltmarely falls to that system ‘which
provides human society with the higher economic plane.

The historical dispute will be decided — and of conrse
nat af ence — by the comparative coefficients of labour
productivity.

The whole question ar present is this: in what
direction, and at what speed, will the mutual relation
berween our economy and that of the capitalist world alter
in the next few years?

QOur economy may be compared with the capitalist
economies in various directions and in various ways, The
capitalist economy itself is of course quite varied. Our
comparisan may be a stanc comparison, fe. it may use as
a point of departure the cconomic condition at the present
moement; or, it may be a dynamic comparisan, fe. it may
be based on a comparison of the speeds of evolurion. We
may compare the nadonal income of the capitalist countries
with our national income Or, we may compare the
coefficients of the expansion of production. All such com-
parisons and contrasts have their point— some more,
others less —sa long as their relation and their mutual
dependence are borme in mind, We shall take the liberty 10
give a number of examples below in order to illustrare our
thought more fully.

In the United Stares of America, the capitalist
process has reached a culminating point. The present
material superiority of capitalism over socialism may be
excellently formulated by studying this superiority at the
paint ar which it is most marked.

The Council of American Industrial Committees
recently published a table from which we take a few
tigures. The population of the United States amounrs 1o
about 6 per cent of the toral population of the earth and
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produces 21 per cent of the cereals, 32 per cent of other
food plants, 52 per cent of the coon, 53 per cent of the
forestry products, 62 per cent of the pig iron, 60 per cent
of the steel, 57 per cent of the paper, 60 per cent of the
copper, 46 per cent of the lead, and 72 per cent of the
petroleum of the entire world, The United States owns
one third of the world's wealth. It possesses 38 per cent of
the world's water power, 59 per cent of its elegraph and
welephone lines, 40 per cent of the railroad mileage, and
0 per cent of the automobiles. q

The strength of currenr produced by the public power
stations of the Soviet Union will rise o 775,000 kilowats
next year. In the United States, the amount of current
preduced last vear was already 15,000,000 kilowarrs, As for
the power stations of the factories, our census of the year
1920 shows their total curremt strength to be almost
1,000,000 kilowatts. In the United States, abour 10,500,000
kilowarrs were recorded in the same period.

A general expression of the producrivity of labour is
found in the national income, the calculaton of which is;
s 15 well known, a macter of great difficuliy, According 10
the data of our Central Siatistical Department, the natonal
income of the Soviet Union in 1923-4 was abour 100 rubles
per capita; *thar of the United States, on the other hand,
about 550 rubles per capita. Foreign statisticians, however,
give the figure of the national income of the United States
not as S50, but as 1,000 rubles per head. This shows that
the average productivity of laboor, conditioned by the
available machinery, organization, working rounne, eic,
may be as high as ten times, and surely noc less than six
rimes, as great as in our counrry.

These figures, important though they may be. by no
means make it ‘certain that we shall be defeated in this
historical struggle; not only because the capitalist waorld
does nor consist of America alone; not only because
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immense political forces are concerned in the historical
struggle, which have been created by the entire preceding
econamic development; bur particularly for the reason that
the further course of the economic evolution of North
America itself is a huge unknown quantiry. The productive
farces of the United States are by no means fully employed
and the lowering of the perceniage of employrent signifies
simultaneously a lowering of the productive forces. The
United Srates is by no means adequately supplied with
sales markers. The problem of sales is becoming daily a
more and more disturbing one. It is not at all impossible
that in the pear future the comparison cocflicient of the
productivity of labour may tend to adjust iself by reason
of two causes: by our figure going up, and hy the
American figure going down. This, of course, applics far
more emphatically to Furope, whose production level is
already far below that of the United States.

One thing is evident: the superiority of the capitalist
technique and economy 1s as yet a mighty one; a steep
ascent confronts us; the tasks and difficulties are truly
colossal. A path of safery can be found only with the aid
of the measuring-sticks of world economy.

The comparison coefficients
of world economy

The dvnamic equilibrium of the Sovier economy should by
no means be considered as the equilibrium of a closed and
selF-sufficient unir. On the contrary, as time goes on, our
internal economic equilibrium will be maintained more and
more by the accomplishments of our imparts and exports.
This circumstance deserves to be traced o its logical con-
clusion, with every inference drawn. The more we are
drawn into the sysiem of the international division of
labour, the more openly and directly are such elements of
our domestic economy as the price and quality of our goods
made to depend on the corresponding elements in the
world market.

Qur indusiry has hitherto been developed by keeping
an eye on its pre-war level. In order to compare or deter-
mine the values of production, we are making use of the
catalogue prices of 1913, But our first rehabilitation period,
in which such comparisons — rather imperfect ones, we
may add — were in place, is approaching its conclusion,
and the whole question of a criterion for our ecenomic
development is being shifted 1o another plane. From now
on, we shall need to know at every moment to- what extent
aur production lags behind thar of the European or the
world market in quantity, quality, and price. The end of
our reconstruction period will permit us finally to cast
aside our 1913 caralogues and to lay in a supply of cata-
logues of German, English, American and other firms. We
shall have to concentrate our attention on new index fipures
which— both in quality and in price — will present a
comparison berween our production and that of the world
market. Only these new vardsticks, these comparison co-
efficients no longer taken from our own country alone, but
now having universal application, will be justified in the
future as a measure of the various stapes of the process
expressed in Lenin's formula: “Who beats whom?'

Amang the opposing conditions in world economy
and world politics, decisive importance must be assigned to
the speed of our advance, f.e. the speed of the quantitative
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and gualitative growth of our labour performance.

At present, our backwardness and poverty are un-
doubted facts; we do not dispute them, on the contrary, we
constantly emphasize them. Systematic parallels with world
economy may only serve as a saustical expression of this
fact. Is there not a danger thai precisely in the immediare
future, which will not see a sufficient advance on our part,
the world market may crush us by reason of its tremendpus
marerial supcriority? If we put the question thus, no infal-
lible answer — and certainly not a stanstical answer — can
be given, just as it is impossible o give such an answer
the question of whether the farmer-capitalist tendencies
(the kwlak tendencies) do not involve a danger of absarbing
the medium peasants, of crippling the influence of the
proletariat on the village, and of providing poliical
ohstacles to a socialist construction. Nor can we answer
categorically the guestion whether capitalism —3f ity
present exiremely relutive stabilisarion process should con-
tinue — will not succeed in mobilizing considerable armed
forces against us and thus retard our econamic advance by
means of 4 new war,

Such questions cannot be answered by means of
passive prognosis. We are dealing here with 2 soruggle, in
which the factor of crearion, of manocuvring, of energy,
cie., plavs an important, sometimes even a decisive, rile.
The invesrigation of these questions is nor the rask of the
present work, in which we are aiming 1o determine tha
internal tendencies of economic evoluiion, and to exclude
other factors as far as possible.

At any rate, we must make the following reply to the
question as to whether the world marker will not succeed
in crushing us by reason of its economic superiority alone.
We do not stand defenceless before the world market; our
economy is protected by specific state institutions, which
are applying a versatile system of socialist protectionism,
But how great is its effectivencss? The history of capitalist
evolution may furnish an answer to this question. For long
periods Germany and the United States were far behind
England from the industrial standpaoint; their backwardness
may have appeared insurmountable. But the utilization of
natural and historical circumstances later permitted these
backward countries, with the support of a protective tariff,
not anly to catch up with their more soccessful rival, but
far to out-distance her, National boundaries, the national
authority, the tarifl system, all these were powerful factors
in the history of capitalist evolution, and they are far more
effective in the case of a socialist country. A profoundly
planned, persistent and yer flexible sysiem of socialist
protectionism is the more important for us, the more
extensive and the more complicated our connection with
the capitalist market may become.

Bur it is self-evident that protectionism, the highest
expression of which is the meonopoly of foreign trade, is by
no means omnipotent. It may force back the flood of the
capitalist mass of commodities and regulate it in accord-
ance with rhe influence of our domestic production and
consumption. In this way, protectionism may secure the
necessary reprieves for socialist industry in elevating its
level of production. Qur process of construction would be
impassible withour the foreign trade monopely. On the
ather hand, however, our real production successes alone
permit us to retain our socialist protectionism: and in the
future also, the foreign trade monopoly may, to be sure,
protect our domestic industry against blows from without,
but it cannot, of course, serve as a substitute for the de-
velopment of industry itself. This development must from
now on be measured by the coefficients of the world
market.

Cur present comparison with the pre-war level is




made entirely from the point of view of quantity and
price. We are considering the product not from the stand-
point of its composition, but from that of its nomenclarure,
which iz, of course, wrong. The comparative production
coefficients must also include gualiry; otherwise they may
become merely a source, or instrument, of self-delusion.
We have had some experience in this matter in connection
with prices that went down while quality also declined in.
certain cases. When the quality of one and the same com-
modity is the same both in our country and abroad, the
comparison coefficient will vary with rhe cosr of produc-
rion. Cost being the same in both domains, the coefficient
will vary according to quality. Costs being different, and
quality alse different, a combined estimate based on both
criterin becomes necessary. The dererminarion of cost is a
portion of the arithmetic of production. But the quality of
the product can for the most part be determiined only with
the aid of a number of criterin. A classical example 1s the
electric light bulb; the quality of the bulb is measured
according to the length of irs life, the quantity of energy
consumed per candle-power, the uniformity of its distribu-
tion of light, erc. The fixing of certain technical norms
and standards of perfection, including also the ‘qualirarive’
standards, immensely facilitares the derivation of com-
parison coefficients. The relanion between our standards
and the standards of the world market will be a fixed
guantity for each specific pericd. We need only 10 know
whethér our product is up to the accepted standard. Ay for
comparigons of values, this guestion will be very simple of
solution when the qualitative relation has been fixed. The
comhined coefficient is obtained by a simple process of
multiplication. For example, if a certain commaodity is
twice as poor as the foreign commaodiry and one and a hall
times as dear, the comparison coefficient is one thard.

If it be objected that we do not know how high
foreign production costs are, this objection may be correct,
to be sure, but it is of subordinate importance from a
practical standpoint, It is sufficient to know the price — it
is indicated in the catalogues. The différence between cost
and price is the profit. A lowering of our costs will permit
us 1o meet the prices on the world market independently
of the fareipn costs of manufacture. We shall then have
achieved, at least in outline, a basis for the next period.
This period will be followed — perhaps not so soon — by
the third period, which will face the task of defeating
capitalist production on the world market by means of the
products of the socialist economy.

The ohjection is sometimes made thar rhe number of
commodities is altogether wo great, and that the derivalion
of the comparison coefficient is a task ‘transcending human
energy’. Two different answers may be made to this
objection. In the first place, all the available commaodities
are subject to arithmetical calculation, are recorded in
books and catalogues, and the great variety of commodities
seems to invelve no element wranscending human power.
In the second place, the student may for the time being
content himself with a discussion of the most important
articles of mass consumption, the so-called key commodi-
ties in each branch of production, and assume thar the
other commodities occupy an intermediate position in the
system of comparative cvaluations.

A Turther objection calls attention (o the difficulties
involved in the measurement or even in the mere definition
of quality, In fact, what #5 the quality of calico? Its dura-
bility, its cotton content per square yard, the fastness of its
cnlour, or its altractiveness 10 the eve? There is no doubt
that the determination of quality is very difficulr in most
commodities; bur the task is none the less not insoluble.
It must not, however, be approached from the standpoint
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of fictitious or absolute criteria. In the case of calico
intended for the peasant market or the workers' market, the
durability of the marerial will stand first, the permanence
of the colour second. In evaluating these two factors — and
this iz guite possible if strictly objective methods be
pursued — we may obtain & fundamental definition of
quality numerically expressed. Ir is far easier 1o obrain a
precise, i.e. numerical, comparison coefficient of our
plough, our threshing machine, our tractor, as compared
with the same machines of American manufacture. This
question will play the same part in the agriculiure of the
next few years as the rencwal of the fundamental capital
did in industry. In the purchase of a horse or a cow, the
peasant humself determines all the necessary ‘cocficients’,
and with asronishing precision, too. But be it almosr help-
less when abour to purchase 3 maching; if he has been
duped in the purchase of a poor power transmission, he
will infecr his neighbour wirth his timidity o purchase
more machinery, We must succeed in getting the peasant 1o
know whar machine he is buying. The Sowier threshing
machines must become a current commodity on which the
comparison coefficient may be based. The peasant will
know precisely what he is buving, and che State will know
precisely whar is the relation berween our production and
the production of the United States of America. '

The iden of comparison coefficients, which at firm
blush may appear an absmracrion, a prodocr of rthe
specialist's swdy, is in reality deeply rooted in life und
literully cries out from all the economic relations and oozes
from all the pores of daily life. Iven our present com-
parison coefficienis, based on the pre-war standard, were
not a resuit merely of a theoretical understanding of the
marter, bur also of the needs of daily life. The average
cansumer, who has no access to statistical tables and price
curves, makes ose of his consumer’s memory, his own
memory a5 well as his family’s. The statistical table tells
us of 2 certain percentage of the pre-war level, calculated
almeost exclusively from the point of view of guantity, but
the consumer's memory adds: ‘In peace time (1.e. before
the imperialist war) boats cost so many rubles and could
be worn so many months.! Whenever he bought boots, the
consumer always worked out a comparison coefficient for
himself. And the same operation has always been per-
formed by every purchaser: whether it was the Leather
Trust buying machinery from the Voronezh or Kiev
Machine Works, or the peasant woman buyving three vards
of calico at the weekly village marker. The only difference
has been thar the Trust made irs comparisons on the basis
of catalogues and office records, while the peasant woman
waorked from her memory, And we must admit that in
these two cases, the comparison coefficients of the peasamt
woman, based as they were on actual experience, were far
more real than the cocficients of the Trust, which were
compiled hastily and almost always without any regard to
quality, being sametimes even biased However this may
be, the statistical economic analysis and the daily work of
the consumer’s memory have been in agreement in that
both sought a point of departure in the conditions of the
pre-war economy.

This peculiar national limitation, which secks for

Our adducing a number of objections above should nor be
interpreted a3 oquivalent W a statement on our part that the
dea of comparison cosfficients i3 encountering the resimtance of
interested parties. On the contrary, the specialists active in pro-
duction, in the state commerce, in the co-pperative system, and
in rhe rechnical scientific institutes, are very sympathetic to this
idea, arising, us it does, out af our own econcmic evolution. The
necessery  preliminary investigations have been begun, both in
the ‘special conference for quality of production' and in the
technical -scientific  imstitunes.



comparisons with the national past, is approaching its end.
Qur connection with the world market is already sufficient-
Iy voluminous to oblige us at every step to compare our
wares with those of foreign origin. And as the old com-
parisons weaken and disappear (for the memory of pre-war
products is hecoming weaker, particularly in the younger
generation), the new comparisons become more and more
illuminating, being based not on memory, but on the living
facts of today. Our economic specialists bring us from
abroad the offers of specific firms, holding specific goods,
many kinds of catalogues, and also their own consumers’
expericnce. The gquestions which we had ceased asking in
past years are now heard more and more, namely: What
does this thing cost abroad? How does its quality differ
abroad from the quality here? Assignments to foreign
travel will become more frequent; we must acquaint the
managers of our trusts, our factory directors, our best
technical students, our foremen, mechanics, specialists, in
one way or another, with foreign industry, of course not
all of them at once, but in a certain reasonable rotation.
The purpose of such foreign travel is to enable the shock
troops of our production leaders to judge any unfavourahle
comparison coefficient from every possihle angle, and 1
alter such a coefficient in a favourabhle manner with the
greatest certainty. It would be an evidence of bureaucratic
narrow-mindedness 1o imagine that our orienrarion toward
Western countries should include only the heads of our
economy. On the contrary, this orientalion o the West is
of a profoundly general character and is *‘trickling down-
ward' in many ways.

Contraband plays a fairly considerable role in this
connection, a rhle that should not be underestimated.
Canrraband, while not a landable section of our economic
life, is nevertheless an important section, and besides, it is
still bused absolutely on the comparison coefficients of the
world market, for the contraband trader only imperts such
foreign products as are considerably better and cheaper
than our own. By the way, for just this reason, the struggle
for quality in production is the best mode of combating
contraband rrade, which at the present time is draining
dozens and dozens of millions of rubles in aciual money
from the country. Contraband is active particularly in
small articles that enter into every phase of our daily life."

There is another field in which a comparison with
foreign countries has really never ceased to be made;
namely, that of agricultural implements and machinery.
The peasant was acquainted with the Austrian scythe and
always compared it with our own. He knew the American
MecCarmick, the Canadian Harris, the Austrian Hevdr,
etc. Naw all these comparisons, as our industry advances
toward a higher level, again become quite serious and an-
other even more important comparison arises: the
comparison between the American Fordson and our tractor.
When a peasant who has bought a threshing machine
operated by horse-power sees a defective cast-iron rod go
to picces before his very eyes after two or three hours of
work, his comment on this incident is couched in terms
that exceed all our literary talents.

As for the worker, we find him not so much interested
in comparison coefficients in the case of the products pro-
duced by himself, as in the case of those serving him as
tools or as articles of consumption. He is very well acquain-
ted with the guality of the American and Russian lathes,
1ools, iempering processes, instruments of precision, etc. It
is hardly necessary to point out that the skilled worker is
very sensitive o these differences and that one of the tasks
of education in production in our country consists precisely
in enhancing this delicacy of feeling toward the instruments
of production._
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What has been said should be sufficient to prove that
the comparison coefficients of world production are not a
mere figment of our imagination, but a matter of extreme
practical importance, reflecting, as they do, the new tasks
of our economic evolution,

Such o sysrem of coniparison coefficients furnishes us
also with a cross-section of our present-day economy in the
light of the level auained by world economy. The properly
weighred average coefficient for our rotal production will
indicate the degree of our backwardness in production in
a precise numerical figure. Meusured ar periodic intervals,
the commoditics figures and the above-mentioned weighred
average coefficient together will afford us a picrure of what
we have attaned and will indicate for us the speed of our
progress in individual branches of industry, as well as in
industry as a whaole.

A man driving & wagon estimates the distance he hay
covered by his eve and by his hearing; but the antamabile
has its automatic speedometer for this purpose. Our
industry will, in the furure, not be permitted to proceed in
its onward course withuul the use of itz internadonal
measurements of velocity, and the daw obtained by these
measurements will give us a point of deparrure not only in
our most impartant econemic measures, but also in many of
our political decisions.

If it be true that the victory of any order of society
depends on the superiority of the producrivity of labour
inhcrent in it — and no Marxist will dispute this statement
— we need a correct quantitative and qualitative mode of
measuring the production of the Soviet economy barh for
our current marker operations as well as for the judgment
of the given stage in our world-historic course.

Material limits and possibilities
of the rate of
economic development

In the vears 1922-4, the general industrial advance in
our country was due chiefly 1o the advance in light indus-
try. In the current economic year (1924-5), the primacy is
beginning to pass to the industrial branches producing
instruments of production. Bur the latter also will for the
present continue to be restared on the basis of the old basic
capitel. In the impending fiscal vear, in which the fixed
investment capital taken over from the bourgeoisic will be
exploited 100 per cent, we shall already begin to underrake
a renewal of our basic capital. Altogether, the State Plan-
ning Comemission is providing for 880,000,000 rubles to be
expended in capital expenditures for indusry {including
electrification); 236,000,000 rubles for transportation;
375,000,000 rubles for the construction of dwellings and
other edifices; 300,000,000 rubles for agriculture. Al-
together almost 1,800,000,000 rubles, of which more than
900,000,000 rubles represent new investments, f.e. those
provided by ncw accumulations in all of the econamy. This
plan, as yet only outlined and by no means officially
checked up, constiutes a rremendous step forward in the
distribution of the material resources of the counrry; hither-
to we have been working with an available basic capital,
occasionally supplemented and renewed by us. Fram now
on, we shall have (o create our basic capital de movo. Herein

" The study of contraband commodities is extremely importani
both from the specialized production stendpoint as well as from
the general cconomic standpoint



lies the fundamental difference between the coming eco-
nomic period and that which we are leaving hehind,

From the point of view of an ihdiyidual administrator,
let us say, the head of a trust, it might appear that the
speed of evolution depends on the credits he can receive
from the bank, ‘Give me so and so manv millions, and 1
shall put up a new roof, put in new engine-lathes, will
increase production tenfold, will bring down manufac-
muring costs one half, and attain @ European quality pro-
duction’: we often have occasion to hear these words. Bur
the fact remains thar financing is never and nowhere a
primary factor. The speed of economic evelution is deter-
mined by the material conditions of the production process
itself, The already cited explanatory remarks by the Srate
Planning Commission are appropriate as a reminder of this
fact. "The sole universal limitation upon the possible speed
of the economic evolution', we read here, “the limitation
derermining in torn all the individual limiring factors, is
the volume of the rotal gecumulation of the wational
economy in ifs matevial form, ie. the aggregate of all
newly created commodities exceeding the demands of mere
reproduction, and thus constituting the material basis for
extended reproduction, for reconstruction.’

Banknotes, shares of stock, bonds, bills of exchange,
and otheér securities have as such no significance in deter-
mining the volume and speed of economic evalution; they
are mere auxiliary devices o aid in the recording and
disiribotion of marerial valoes, Of course, from a private
capitalist — or any private economic — point of wview,
these certificates have an independent significance: they
guarantee to their holders a certain sum of marerial values.
But from the national economic standpoint, which, under
our conditions, practically coincides with the national
interest, the paper securities as such can do nothing 1o the
aggregate of material products serving for the expansion of
production. We must therefore proceed from this real basis
of the expansion of production as our point of departure.
The application of many resources by way of the budget,
by way of the banks, by way of the reconstruction loan, by
way of the industry fund, ctc, is merely a method of
distributing certain  material commodities among the
various branches of our cconomy.

In the pre-war years, our industry grew, on an
average, six or seven per cent per vear. This coefficient
may be considered as rather high, but it is quite insig-:
nificant when compared with the coefficient of 1oday, with
indusiry increasing 40 o 50 per cent annually. Bur jt would
be a crude mistake to put thesz two coefficients of increase
in direct juxtaposition without further ado. Before the war,
the expansion of industry was effected chiefly by the con-
struction of mew factories, Ar present, this expansion is
being accomplished to a far greater extent by the exploita-
tion of old factories, already available, and by the utilization
of the old plant. Thence this entirely extraordinary speed
of expansion, It is consequently quite nartural that the
coefficient of expansion will of necessity decrease when rhe
reconstruction period comes to an end. This circumstance
is of extraordinary importance, for it determines in great
measure our position within the capitalist world, “The
struggle for our socialist ‘place in the sun" will necessarily
be, in one way or another, a struggle to anain as high 2
coefficient of production expansion as possible. But the
basis and also the limit — the limiting value — of this
expansion remains the available mass of marerial values

If all this be troe, if the process of reconstruction
succeed in re-establishing fundamentally the old relations
between agriculture and industry in our country, berween
domestic and foreign market (exports of grain and raw
materials, imports of machinery and manufacrured
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articles), would this not be cquivalent to a restoration of
the pre-war coefficient of economic expansion, and to our
declining, from our present pinnacle of a 40 to 50 per cent
expansion annually, to the 6 per cent pre-war expansion,
after a period of a vear or two? Of course, it is impossible
t0 give a precise answer to this question at this moment.
Yer we may declare with certainty: given the existence of
a socialist state, a nationalized industry, and a progressively
consolidated regulation of the fundamental economic pro-
cesses (including exparts and imports), it will be possible
for us to rerain, even after attaining our pre-war condirion,
a coefficient of expansion that far exceeds our own pre-war
coefficient as well as the average capitalist comparison
figures.

Whart are our points of superiority? We have already
suggested what they are:

1. In our country there are np— or practically no—
parasiric classes. Accumulation before the war amounted
not 1o six per cent bur to ar least twice as much, But only
half of the accumulated resources was applied in produc-
tion. The other half was squandered and dissipated in
parasitic practices. Therefore the climination of the
monarchy alone, with its bureaucracy, of the nobility and
hourgeoisie, will assure us — assuming the realization af
the other necessary conditions — an incréase of the co-
efficient of expansion from & per cent to 12 per cent, or at
least 1o 9 or 10 per cent.

2. The climination of the barriers of private property
affords our economic state the opportunity to control the
necessary resources for any necessary hranch of economy
a1 any moment. The unproductive expenses of economic
parallelism, of competition, and other overlapping activi-
ties, etc., have been much decreased and will be decreased
still more in the future. It is only owing to these circum-
stances that it was possible for us to advance so far in the
last few years without foreign assistance. In our further
course, the planned distribution of resources and powers
will afford us the possibility of attaining a higher produc-
tion result — as compared with capitalist society —1o a
far prearer measure than has hitherto been the case, and
making use of only the same volume of resources.

3. The introduction of the economic planning principle
into the technique of production (standardisation, special-
ization of enterprises, combination of enterprises in a single
production organization) promises us for the near future a
considerable and, furthermore, a continually growing
production coefficient.

4 Capitalist society lives and develops in a periodic cycle
of prosperity and crisis, a cvcle which has assumed, duning
the post-war period, the form of sporadic convulsions, To
be sure, our econamy also has naturally not been free from
crises. We may cven go so far as to say that the increase
in our relations with the world market involves, as we shall
ser in the sequel, a possihle source of crises in our own
economy. Bur there is no doubt that the increase in the
habit of planned economic production and regulation will
in our country blunt the peaks of the crisis curves in
evolution and thus secure a considerable surplos accumu-
lation.

These are our four points of advantage, our strong
points, as they have been developed in the past few years.
Their significance will not decrease but rather increase
after the conclusion of the reconstruction period, Con-
sidered altogether, these four advantages, if rightly utilized,
will engble us in the next few years to increase the co-
efficient of our indusirial expansion not only to twice the
figure of & per cént attained in the pre-war period, but 10
thrice that figure, and perhaps to even more.

But this does not exhaust the question. The advan-




tages that have just been enumerated on the part of the
eacialist economy will not only give evidence of their in-
fluence in the domestic cconomy processes, bur will be
immensely enhanced by the possibilities afforded by the
world marker. We have considered the latter hitherta
chiefly from the standpoint of the economic dangers
lurking within it. But the capitalist world marker halds not
only dangers for us; it also presents grear prospects. It
enables us to secure mare and more access to the accom-
plishments of scientific rechnique, to its most complicated
productions, While the world marker, when it adds a
socialist system of economy ta its other units, conjures up
certain dangers for this socialist system, it also affords the
socialist state powerful antidotes for these dangers, pro-
vided thar state properly regulates its econamic intertourse.
If we wmtilize the world marker in the right way for our-
selves, we shall be able considerably to accelerate in favour
of socialism the process of an alteration in the comparison
coefficients

There is no doubt that we shall advance in our course
by cautiously and conscientiously sounding every farhom
of pur channel, for this channel is being navigared for the
first time by our socialist bark. Buot all our soundings
hitherto give promise that the channel will become broader
and decper as we advance.

The socialist evolution and the
resources of the world market

From the standpoint of the national economy as op-
posed to that of private economy, paper values can in
themselves not encourage an advance in production, as
little as a man's shadow can increase his stature. Bur in the
world economic field the matter is quite different. Ameri-
can banknotes cannot in themselves create a single tractor,
but a sufficient number of such banknotes, held by the
Savier State, will enable us to import tractors from the
United States. In the system of the capitalist world
cconomy. the Sovier Srate is a — gigantic — privaic
ownier: it exports its goods, imports foreign goods, requires
credits, purchases foreign technical devices; Ffmally, it
attracts foreign capital in the form of mixed companies
and concessions,

Our ‘reconstruction’ process has also again restored w
s our tighis on the world marker. We should not forget
far 2 mament the intricate system of interrelations existing
before the war between the economy of capitalist Russia
and that of world capital. Tt should be sufficient 19 point
out that almost two-thirds of the instalment plant of the
factories and works was imported from abroad, and this
condition remains practically unchanged. This means that
it will hardly be of advantage to us, economically, 1o
produce more than perhaps two fifths or ar most one half
of our machinery in our own country in the next few years.
If we attempt o readapt our ways and means at a bound
to the production of new machines, we should either dis-
turb the necessary proportions between the various branches
of economy and between the fundamental and regulanng
capital within the same branch of economy, or —if we
should retain these proportions — we should much retard
the speed of cconomic expansion. A retardation of this
speed is, however, far more dangerous to us than the
importation of foreign machines or of any necessary
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foreign commodities in general,

We are borrowing forcign techniques, foreign produc-
tion recipes. More and more of our engineers have gone to
Europe and America and those among them who have eyes
to sce have been bringing back everything that is calculated
o accelerare our cconomic progress. We are more and
more acquiring, by direct purchese, foreign rechnical re-
SOUTCEs, by eunnecting our trusts with prominent foreign
firms who undertake the obligation to develop the produc-
tion of specific products in our country within a certain
time.

The decisive importance of forcign trade for our
agriculture is very evident. The industrialization and con-
sequently the collectivizanion of agriculiure will advance
parallel with the growth of our exports. In exchange for
the products of agriculiure we shall obiain agriculrural
machinery ar machinery 1o be used in the production of
agricultural machinery.

Bur it is nor only machinery we need, Bvery foreign
product that can fill o gap in our cconomic system,
whether it he a raw material, an intermediate product, or
an article of consumption, may under certain ciroumstances
accelerate the speed of our reconstruction process and thus
facilitate this process. Of course, the importation of articles
of luxury, of articles of consumpuon of the parasitic 1vpe,
can only retard our development. On the other hand, im-
porting certain articles of consumption ar the right rime
may — where such articles serve ra restore the necessary
equilibrium in the marker and o fill the gaps in the
workers’ or peasants’ budger — only accelerate our gencral
economic progress. In foreign trade, s conducted by the
Stare, which clastically supplements the work of the
national industry and of domesnc commerce, wWe POSSEss 3
mighty tool for the acceleration of pur cconomic defence.
The fructifying influence of this foreign trade will of course
be the greater, the more extensive the credit possibilities
acquired by it in the world market.

What is the significance of foreign credits in our
economic dynamics? Capiralism fumishes us with an
advance on an accumulation that does pot yet exist, that
we have still 1o creale — in one ar two or five years, The
basis of our progress is thus advanced beyond the frame-
work of the material resources accumulated by us hitherta,
If with the aid of a European technical ‘recipe’ we are
enahled to accelerate our production process, we shall be
enahled to do this the mare with the aid of an American
or European machine obtained by us on credit. The dia-
lectics of historical evolution involve capitalism’s assuming
for a certain time the rile of a creditor of socialism. Did
not capitalism itself draw nourishment from the breasts of
the feudal economy? The debis of history must be paid.

The concessions must also be considercd in this con-
nection. Concessions include: the furnishing to us of
foreign machinery and foreign production methods and the
financing of our economy out of the accumalation of world
capital. In certain branches of industry the concessions may
and must acquire a larger significance. It is superfluons 1o
say that our concessions policy must be subject to the same
limirations as private capiral in general: the State retains
the commanding positions in its hands and is vigilantly on
guard against any assignment of a decisive predominance
in the national industry to the ‘concessionaires’, Bur within
these limirs, the concessions policy has still a broad field in
which to operate. :

In this connection also we must consider the ‘crown’
of the whole system, the possible national loans. Such a
loan is the purest form of an advance on our future socialist
accumulation. The gold granted as a loan enables us, being
the ‘commodity of all commodities’, to purchase abroad



finished products, raw materials, machines, patents, and to
attract to our country from Europe and America the best
mechanics and technicians. From all the above it is ap-
parent that it is necessary for us now, more than ever, to
adapt ourselves in all economic questions correctly, ie.
gystematically and scientifically. What machinery is to be

imported, for whar enterprises, and when? Whar ather’

commodities and in what order? In what proportions is
the fund of valuta to be distributed among the various
branches of industry? What specialists must be recruited?
For what economie branches shall we attract concessions
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capital? To what extent, for what periods? Obviously
these questions cannot be answered from day to day, by
muddling along, by considering each incident as a new
case, The brains of our economists are ar this moment
persistently and not onsuccessfully being directed to the
problem of finding systematic methods for the solurion of
these and many other questions indissolubly connected
with them, particularly in the matter of exports, The
question is to maintain the dynamic proportion between
the basic branches of industgy and the entire economy by
inserting in this proportion ar the proper time such
elements of the world economy as may aid in accelerating
the dynamics of the process as a whole.

In the solution of the various practical questions
arising from this situation, as well as in the claboration of
comprehensive plans for the future — plans covering one
year, five years, or even longer terms — the use of com-
parison coefficients will constiture an invaluable and indis-
pensable aid. In important branches of industry, in which
the comparative coefficient furnishes particularly unfavour-
able dats, the necessity will thus become apparent of
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looking abroad for aid: for the acquisition either of finished
products, of patents and formulas, of new machinery, of
specialists or concessions. Our foreign commercial policy
and our concessions policy can have & truly stimulating
and sysrematic effect only if they are based on a generously
conceived system of comparison coefficients in industry.
The same methods will in the future become a basis
in deciding as to the remezcal of the fundamental capital
and the expansion of production. In what branches of pro-
duction must machinery be renewed chiefly? Whar new
establishments must be erected? Tr hardly requires 0 be
stated that our needs and the announcements of our needs
exceed all possibilities of filling them. What way must

therefore be maken in deciding rhese questions?
Before everything else, we must attain clanty on that

portion of our accumulation thar can be devoted to the
renewal of the machinery in the existing enterprises gnd 1o
the creation of new enterprises. The most urgent and acute
needs can be covered out of our own accumulation. If
access 10 other sources should turn out 10 be closed, the
domestic accumulanon will simply have to determine the
compass of the expansion of production.

But, side by side with this, it is absolutely necessary
to determine the priority of the desiderata from the point
of view of the economic process as a whaole. The com-
parison coefficients will here indicate directly those fields
in pur econamy that require investments of capital in the
first place,

Such, in i crude outline, is the nature of the tran-
sition 0 a planned solution of the guestions connected
with the renewal and expansion of fundamental capital in
industry, from which quite a number of complicating
factors have been intentionally omitied.

The socidlizations of the
produdtion process

A state that has in its hands a nationalized industry,
a monopoly of foreign trade, and a monopoly in the re-
ceiving of foreign capital for one field of economy or
another, by this facr alone already controls a rich arsenal
of resources, by combining which it can accelerare the
speed of its economic evolution. But all these devices,
though they anse from the nature of the socialist stare, do
not as vel impinge directly on the field of the production
process itself. 1n other words, had we been able to retain
all the works and factories to the present day in the con-
digon in which they were working in 1913, their nationali-
zation would afford us, even if they should have remained
in thar condition, immense advantages, by pursuing a
planned and econpmic distribution of resources.

The economic advances of the reconstruction period
have been atained, to a very great extent, thanks to the
socialistic methods of the division of production, fe
thanks to the planned or semi-planned methods of securing
the necessary means for the wvarious branches of the
national cconomy, The possibilities afforded by our rela-
rions with the world marker are also considered by us
chiefly from the point of view of sources of production
and not vet from the point of view of the domestic organi-
zation of indusiry

Bur we must not forget for a moment that the funda-
mental advantages of socialism lie precisely in the field of



praduction itself. These advantages, hitherto utilized by us
in our Soviet economy to but a slight degree, present the
most generous prospects for accelerating the speed of the
economic evolution. The first objective, in this connection,
must be a true nationalization of scientific-technical know-
ledge, and of all. inventive activity in production; the
second, a centralized planned solution to the energy re-
qurements of industry as a whole, and of each branch of
the economy in particular; the third, the standardizarion
or normalization of all other products; and; finally, a con-
sistent specialization of the factories themselves.

The imtellectual labour of science and technigue is no
longer subject in our country to the confining barriers of
private property. Every organizational or technical achieve-
ment of any specilic enterprise, every perfection in
chemical or other formulas, at once becomes the common
property of all the factories and works concerned. The
scientific-technical institutes in our country have an oppar-
tunity to 1est their conjectures and hypotheses in any
national factory; wvice tersa, any of these esrablishments
may, with the aid of the institmes, make use of all the
accumulated experience in the entire industry at any
moment. Scientific-technical ingenuity has in principle
been socialized in our country. But we have by no means
entirely liberated ourselves, in this field, from the partly
ideological, partly material, conservative barriers acquired
by us a heritage together with the nationalized property
taken from the capitalists. We are engaged in the process
of learning how ta apply on a larger scale the possihilities
arising from the nationalization of scientific-technical in-
genuity and invention. In this way, innumerable advantages
will be obtained in the next few vears; in the aggregate,
these advantapges will lead to the one resulr thar is invalu-
able for us: the acceleration of the speed of our develop-
ment,

Another source of the greatest economic saving, and
consequently of enhanced labour producrivity, may be
found in a proper power system. The need for motive
power is felt in every branch of industry, in all the enter-
prises, in fact, in all the material activity of man, which
means that motive power may be considered as a more or
less common factor in all the branches of industry. It is
obvious whar a rremendous saving would be arained if we
could ‘depersonalize’ the power sources, i.e. separate them
from the individual enterprises with which only privage
property connected them, and not considerations of rech-
nical or economic expediency. Planned electrification is
only a portion of the total programme of the rationaliza-
tion of heat and power. Unless this programme is carried
out, the nationalization of the instruments of producion is
deprived of its maost important fruits, Private property,
abolished in our country as a legal institution, is the organi-
rarional form of the enterprises rhemselves, which are
technically constitoted isolated microcosms of their own.
Our present task is that of permiting the principle of
nationalization ro permeare the production process and its
material-technical conditions. It is important truly to
nationalize the power resources. This applies not only to
the already existing power stations, but to a far greater
extent ta those still to be created. The Dnieper Valley
Power Station (conceived as a combinarion af a huge power
station and a great number of consumers in the field of
industry and transportation) has been constructed in its
very technical plan on the principle of socialism. The
future belongs 1o similar enterprises conceived with the
same ends in view.

A further lever of industrial progress is the standard-
ization of products. Such standardization is applicable not
only to marches, bricks and textiles, but also o the most
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intricate machines. We must put a stop to the arbitracy
demands of the purchaser, which are an expression not of
his needs, but of his helplessness. Each purchaser is forced
today 1o improvise and grope around instead of having
access 1o the finished samples besr representing his needs,
the result of scientific invesriparion. Standurdization must
reduce the number of types of a product 10 a minimum,
by adapting them only to the peculiarities of the specific
fields of economy or to the specific character of the needs
in # certain branch of production.

Standardization means socialization applied w the
technical side of production. We have seen the technique
of the leading capitalist countries bursting the integument
of privare property in this field and entering upon a path
which in its very essence is a denial of the principle of
competition, of ‘free labour’, and of everyrhing connected
with it.

The United States has made tremendous progress in
lowering production costs by standardizing types and
qualities and by working our scientific-technical norms of
production. The Bureau of Standards (Division of Simpli-
fied Pracuce), together with the interested producers and
consumers, has carried our irs investugauons in ficlds in-
volving many dozens of large and small objects. The result
has been: 300 types of file instead of 2,300; 70 types of
wire cable instead of 650; 3 types of brick instwead of 119;
76 types of plough instead of 312; 29 types of Sewing
machine instead of almost &00; and 45 types of penknife
instead of 300,

Standardization receives the new-born babe with open
arms: the simplification of the baby carriage means »
saving of 1,700 tons of iron and 35 tons of lead. Stanclard-
ization deserts not the patient on his bed of pain: where
there were 40 types of hospiral bed, there is now 1. Even
the undertaker’s art has been normalized; copper, bronze,
wool and silk have been eliminated from the production of
coffins. The savings on the dead, who are thus also sub-
jected to standardization, amount annually to thousands of
tons of metal and coal, hundreds of rhousands of feet of
timber and thousands of yards of 1extiles.

In spite of the conditions of capitalism, technology
has led 1o standardizaton; socialism is crying aloud for
standardization and offers far greater possibilities for it. As
vet we have hardly approached this rask. Now the advance
in our production has created the necessary material pre-
suppositions for standardization, All the processes of the
renewal of fundamental capital must tend in the direction
of standardization. The number of types of our products
must be reduced to much fewer rhan the number of the
American vpes

Standardization permits not only a higher special-
ization in the enlerprises, bur cven presupposcs such
higher specialization. We are passing away from factories
in which asyvthing is produced in some way or other to
factories in which somerhing is produced in absolute
perfection.

But 1o our shame it must be admitted that even now,
in the ninth vear of our socialist economy, we guite fre-
quently hear from the mouths of managers, even of
engineers, complaints rthar specialization in production
destrays the ‘spirit’, clips the wings of creation, makes
labour in the enterprise monotonous, ‘boring’ and the
like.

This whining and out-and-out reactionary view
reminds one emphatically of the old Tolstoyan-Populistic
lucubrations on the advantages of home industry as op-
posed ta factory industry. The task of transforming all of
industry into a <losed, automatically operating mechanism
is the most imposing problem that any community ~an



face. It opens up an unlimited field of labour to technical,
organizing and economic creative power. Bur this task may
only be solved by pursuing an ever bolder and more per-
sistent specialization of industry, an automatization of
production, and an ever more complete combination of the
specialized production giants into a single producing chain.

The present achievements of the foreign laboratories,
the capacity of the foreign power stations, the spread of the
American activities in standardization, and the advances of
the American enterprises in specialization, are far superior
in these respects 0 our present mere beginnings. Bur the
conditions presented by our navional and property relations
are far more favourable to this goal than the conditions in
any of the capitalist countries and this advantage will
become more and mere vicloriously evident as we march

on. The problem ultimarely amounts always o0 an estimate
of all possibilities and a wtilization of all resources. The

results will not fail to materialize, and then will be the
time to record them.

Crises and other
dangers of the world market

When our relations with the world market were still
insignificant, the fluctuating conditions of capiralism did
not operaie o influence us through rhe channels of com-
modity exchange so much as through politics, in some
cases exacerbatine our relations with the capitalist world,
in other cases adjusting themt. Under these conditions, we
have become accustomed t consider our ecomomy as
almost entirely independent of the economic processes at
work in the capitalist world. Even after the re-establishment
of our market, and therefore of marker Hucruations, sales
crises, etc.. we continued to judge these phenomena quite
independently of the capitalist dynamics in Europe or
America. In this we were right in so far as our reconstruc-
tion process was going on within the frame of an almost
isnlated economy. Bur with the rapid increase of exports
and imports this situation is changing completely. We are
becoming a portion —to be sure an extremaly peculiar
parrion. bur a portion nevertheless — of the world market,
and this means: that all its general factors, whenever they
change in one direction or another, must also have an effect
on our econamy. The presenr phase in economy is expressed
mnst clearly in the manner in which the market buys and
sells. We appear in the same world market as a buyver and
as a seller. This fact slone subjects us economically 10 a
certain extent 1o the effect of ¢bb and flow in the trade and
industry of the waorld marker,

The significance of this condition will be made clear
if we make use of a comparison w characterize the new
elements it involves. Every grear economic upheaval has
nblired puhlic opinion in our country 0 accupy itself in-
tensively with the question of whether and to what extent
crises are inevilable with us, ¢tc. In these guesiions, owing
to the narure of our economic situation. we usually did not
transcend the framework of a pracrically isolated economy,
We contrasted the planned economic principle, whose
ecnnomic basis is the natonalized industry, and the
elemental principle of the market, whose economic basis is
the village. The combination of a definite plan with a force
of nature is the more dithculr for us, as the economic
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elemental force depends on a force of nature. The following
prospect necessarily was presented: the advance of the
principle of an economic plan will continue in the same
measure as the advance of industry, as the advance of its
influence on agriculture, as the advance of industrialization,
and of the evolution of the co-operatives in the provinces,
erc. This process — however we may estimate its speed —
was conceived as a process evolving in accordance with a
definite plan. But here also the path follows a zig-zag line
and we have come to a new fwrm. This is most apparent in
grain exports.

We are here concerned not only with the crops, bur
also with the realization of these crops; not anly on our own
market, but also on the Buropean market. Grain exports to
Europe depend on Europe’s purchasing power; the pur-
chasing power of the industrial countries, in their turn (of
course it is industrial countrics which import grain),
depends on the economic situation. When there is o crisis
in trade and industry, Europe will import much less grain
from us, and far less timber, Hax, tobacco, naphtha, etc.,
than in industrial boom periods. The decling in exports will
necessarily be followed by a decline in imports, If we
cannot export a sufficient gquantity of industrial raw
marerial, we shall also not be able 10 import the necessary
machines, cotton, etc. [f, as a consequence of the incomplete
realization of our export stocks, the purchasing power of
the peasants should wrn owt to be lower than we have
foreseen, this might lead to a crisis in reproduction; in the
opposite case — where we suffer a commodities famine —
we should be deprived, in case our exports should be
reduced, of the possibility of remedying this lack by
importing finished products, the necessary machines and
raw materials (for instance, cotton, already mentioned). In
other words, the commercial and industrial crisis in
Europe, and still worse, a universal crisis of this kind, may
produce a wave of crises in cach country. On the other
hand, in the case of a considerable boom in European trade
and indusiry, the demand for timber and flax, being raw
materials necessary to industry, will necessarily increase;
also, the demand for grain, of which Europe's population
can consume much larger quantities when ils economic
conditions are favourable, In this manner, a boom in rade
and industry in Europe will give the necessary stimulus 1o
our advance in trade, industry and apriculiore, by facili-
tating our turnover of export products. Our former
independence of the Huctuations of the world market is
disappearing. All the fundamental processes of our economy
are not only beginning to become connected with che
corresponding processes dominant in capitalist evolution,
but are also beginning to become subject to a certain extent
to the operation of the |aws dominant in capitalist evo-
lution, including changes in economic conditions. There
arises a situation in which we, as an economic stale, are
interested within certpin limirs in an improvement in the
conditions in capitalist countries, and in which we, on the
other hand, may he made ro suffer some dissdvantage as a
result of a worsening of these conditions.

This circumstance, somewhat surprising at first glance,
is merely a more emphatic expression of the conrradicrion
involved in the very nature of the socalled Nep, and
already mentioned by us in connection with the narrower
limits of the isolated national economy. Qur present order
is based not only on the sruggle of socialism against
capitalism, but — within certain limits — on a co-operation
between socialism and capitalism. In the interest of devel-
oping our productive forces we not only permit trading of
a private capitalist type, but even encourage such trading
— also within certain limits! — and ‘plant’ it in the form
of concessions, leases of factories and works. We have a



very great interest in the development of our pessant
cconomy, although it ar present presents an  almost
exclusively private commodity character, and although irs
growth affords advantages not only to the socialist but also
to the capitalist tendencies of evolution. The danger
involved in this living rogether and in this co-operation
between two systems of economy — that of capitalism and
that of socialism (the latter applying the methods of the
former) —is in the possibility that the capitalist forces
may grow over our heads.

But this danger was already present within the limits
af the ‘isolated’ economy,'? though on a smaller scale. The
significance of the control figures of the State Planning
Commission consists precisely in the fact that these figures,
as we have shown in our first chapiers, prove bevond
dispute the predominance of the socialist tendencies aver
the capitalist tendencies, on the basis of the general
progress of the productive forces. If it were our intention
for rather, our possihility) to remain to the end a state
economically isolated, we might consider this guestion as
salved in principle. Danger would then threaten us only in
the political field, or in the event of a military penétrarion
of our isolation, from without. But now that we have
entered the field of the universal division of labour —
economically speaking — and have thus become subject to
the aperation of the laws controlling the world market, the
co-operation and the struggle between the capiralis and
spcialist rendencies in the economy acquire far greater
proportions, which condition involves greater possibilities
and greater hardships,

There exists therefore a profound and very natural
analogy between the questions that faced us within the
system of the domestic economic conditions, when the Nep
policy was first introduced, and those now arising from the
fact of our closer relation with the world market system.
But the analogy is not a perfect one. The co-operation and
struggle between capitalist and socialist tendencies within
the Sovier rerritory proceed under the warchful eye of the
proletarian state. While the state authority may not be
omnipotent in economic questions, the ecenomic power of
the state is none the less rremendous when it is consciously
supporting the progressive tendency of historical evolution.
While it grants the existence of capiralist rendencies, the
Warkers' State can hold them in check to a certain extent
by favouring and encouraging the socialist tendencies. The
instruments that may be used in this connection arc: the
national budget system and measures of a general adminis-
trative character; the system of national, domestic and of
foreign commerce: the encouraging of the consumers’ co-
operative movement by the state; a concessions  policy
strictly adapred to the needs of the navionaf authority. In
short: a versatile system of socialist pratectiomesm. These
measures presuppose a dictatorship of the proletariat and
the sphere of their activities is limited by this reason 1o the
territory of the dictatorship, In the countries with which
we are entering into wider and wider commercial relations,
the precisely opposite system prevails: a capitalist protec-
tionism in the widest sense of the word. Herein lies the
difference. On Soviet territory the socialist economy is
fighting the capitalist economy; but it has the Workers'
State on its side! On the territory of the world market,
socialism must face capitalism, the latter protected by the
imperialist state. Here not only economy fights economy,
bur palitics fight politics. The monopoly of foreign trade
and the concessions policy are powerful tools of the eco-
nomic policy of the Workers' State. If, in consequence,
the laws and methods of the socialist state may not be
forced on the world market, the relarion of the socialist
economy to the world market nevertheless depends to a
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great extent on the will of the Workers® State. Consequent-
ly, as we have already indicated, a rightly applied system
of foreign trade will be of exceptional importance and the
function of the concessions policy of the Workers' State
will increase in importance in this connection.

Of course it will be impossible 1o exhaust rhis subject
here. Qur task now is merely to formulate the question,
which may be divided into two sections. Frrst, by what
methods and to what extent will the planning and guidance
of the Workers' Srate be capable of protecting our economy
against the influence of the fluctuations of the capiralist
market? Second, to what extent and by whar methads may
the Warkers” State protect the furure development of the
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socialist rendencies of our economy against the capitalist
pitfalls on the world market?

These two questions were faced also within the limits
of the ‘isolated’ economy. But they atain a new and
increased importance in the larger field of the world
market. In both fields, the element of plan in the economy
is now attaining an incamparably greater significance than
in the preceding period. The marker would unquestionably
subjact us to its rule, if we were fighting the marker alone,
for the world market is stronger than we. It would weaken
us by its acute economic fluctuations, and, once having
weakened us, it would coerce us with the quantitative and
qualirative predominance of its mass of commadities.

We know that an ordinary capitalist trust is at pains
to protect itself ‘against the influence of acute fluctuations
in supply and demand Even a trust that is practically a
monopoly does not aim to fill the marker completely with
its products at any given moment, In a period of emphatic
prosperity, the trusts quite frequently tolerate the existence
of non-trustified enterprises, permitting the latter o cover
the surplus demand, and thus frecing themselves from
risky investments of new capital, These non-trustified
enterprises then fall a victim to an ensuing crisis, after

" wWe peed hardly to point out that our cconomy MEVEr Was
perfectly isolated, and that we are merely contrasting pure
economic types for greater simplicity.




which they are frequently bought up for 2 song by the big
trusts. The next boom is now faced by the trust with larger
productive forces. When the demand again exceeds its own
production, the trust again resorts to the same game. In
other words, the capitalist trusts aim o cover only an
absolutely assured demand, and to expand only with the
assured expansion of the demand, assigning, as far as
possible, all risk associared with fluctuations of economic
conditions to weaker and temporary organizations which
play, as it were, the rdle of a reserve army in production.
Of course, this putline has not been followed in every case
and in all places, bur it 15 nevertheless a typical process and
may therefore serve as an illustration of our thought. The
socialist industry is a ‘trust of all trusts”. This gigantic
producing body can afford even far less than a specific
capitalist trust to undertake to follow all the curves of the
market demand. The trustified state industry must attempt
1o cover a demand that is assured on the basis of the entire
preceding evolution, making use, as far as possible, of the
private capitalist reserve army in order to cover the
momentary surplus demand, which may be followed by a
new constriction of the market. The function of such a
reserve army is discharged by our domestic private in-
dustry, including the concessions industries, and by the
world market’s aggregate of commodities. This was what
we had in mind above when we spoke of the significance
of the domestic trade system and the concessions policy as
a regulator.

The state imports such production instruments, such
kinds of raw materials. such articles of consumption, as are
absolately necessary for the maintenance, improvement,
and planned expansion of the production process. Simpli-
fving the extremely complicated mutnal relations into a
crude outling, the matter assumes the following aspect. In
boom periods in foreign trade, and in world industry, our
exparts will increase by an additional amount, bur the
purchasing power of the population will alse increase, Tt is
therefore quite clear that, should our industry at ance
expend all its valuta stocks in order 1o import machines
and raw marerials for the expansion of the branches of
industry concerned, the next waorld crisis, which would
involve a reduction of our economic resources, would con-
demn those branches of industry that had ventured too far
out, and simultaneously — 1o a certain extent — all gur
industry, 0 a crisis, Of course, such phenomena are
inevitable to a certain extent. The peasant economy on the
one hand, and the world market on the other hand — these
are the two sources of crisis-creating fluctuations. Bur the
art of economic policy will consist in covering any power-
ful increase of domestic demand only in its assured portion
out of the stare production; and on the other hand, in
covering the momentary cxcess demand by means of
imports of finished products at the appropriare time, and
by involving private capital. Under such circumstances, a
momentary depression in world conditions cannot have a
very great effect on our national industry,

Since the peasant economy constitutes an extremely
imporiant — in some cases, even a decisive — factor in this
entire work of regulation, we learn from this fact alone
haw grear ix the significance anached tw such forms of
organizalion as the co-pperatives and an clastic state
commercial appariatus, if the isolated petty peasant econ-
omy should continue. These organizations will make it
passible to calculate and predict in advance the fluctuations
in the supply and demand of commodities in the village.

But does not the process of our "growing into” the
world market involve srill grearer dangers? Are we not
threatened with the severing of numerous threads of life in
case of war or blockade? Tt must not be forgotten that the
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capitalist world is our mortal enemy, etc., erc. This thought
harasses the brains of many. You will find among thosc in
charpe of production quite & number of unconscious or
semi-conscious adherents of an ‘isclated” economy. We also
must devote a few words to this question. OFf course, both
the lnans and the concessions, as well as the greater depen-
dence of our exports and imports, involve certain dangers.
It follows that we may not go to excess in any of these
direcuons. But there is also an opposite and by no means
smaller danger. It consists in delaying our economic
progress, in retarding the speed of its advance. this danger
is not less than that involved in an active urilization of all
the possihilities of world relarions. But we have no choice
in the selection of our rate of speed, living and growing,
as we do, under the pressure of world economy!

The argument as to the dangers of war or hlockade
after we had ‘grown inta' the world market might perhaps
scem somewhat far-fetched and abstract. For, in strength-
ening us economically, the international exchange in all its
forms also strengthens us for the eventuality of a blockade
or a war. There is no doubt that our enemies may still
desire to pur us to this test. Bur the more varied become,
an the one hand, our international economic relations, the
more difficult will our possible enemies find it to disrupr
these relations. And in the second place, if this thing should
nevertheless come to pass, we shall give a far better account
of ourselves than would be possible in the case of an iso-
lated and therefore retarded development, We may learn
a little in this connection from the historical experience of
bourgeois countries. Germany had geveloped a tremendous
industry hy the end of the nincteenth and the beginning
of the rwentieth century and became an éxtremely active
force in world economy by reason of this industry, Iis
foreign trade wurnovers and irs relations o foreign —
including overseas — markets were developed to huge
proportions within & short period. The war put an abrupr
end to this conditon. By reason of irs geographical
situation, Germany was forced into an almost complere
economic jsolation from the frst day of the war. And vet,
the entire world was then made to undersiand the extra-
ardinary vitality and endurance of this highly industrialized
country. The preceding struggle for sales markets had
developed in Germany an unusual elasticity of s pro-
duction apparatus, which it then proceeded — during the
war — to utilize, in the now consiricted national field, 1o
the last penny.

The universal division of labour is not a circumstance
that we can afford to ignore. We can only accelerate our
own development in all fields by expediently wiilizing the
means arising from all the conditions of the world division
of labour.

Conclusion

In all my prescntation thus far T have adhered to the
basis of the economic process and its logical evolution, so
to sav. In this manner I have consciously kept out of the
field almast all other factors such as nar only influence
economic development bot may possibly impart an entirely
opposite direction to it. Such a one-sided econamic adjusr-
ment is perfectly justified and necessary, from a
methodological srandpoint, in a bird's-eye view of an



extremely complicated process, extending over a great
number of years. The practical solutions of the moment
mist in each case be found, as far as possible, by consider-
ing all the factors in their juxtapesition at the moment.
But, in taking a general view of economic evolution over a
long period. the ‘superstrucrural’  factors  must he
eliminated. 1., particularly, the factor of politics. A =ar,
for example, might exercise 2 decisive influence on the
evolution in one direction, while a victorious Furopean
revolution would tend to affect it in the opposite direction
And this is true not only of events coming from withour.
Our intermal economic processes produce a complicated
nolitical reflex action, which in turn may develop into a
factor of very great importance. The economic inarticula-
tion of the village, which, as we have already shown, by
no means involves any direct economic dangers, 7.¢. dangers
of a rapid increase of the capitalist rendencics at the
expense of the socialist rendencies, may nevertheless under
certain circumstances produce politicel tendencies having
an unfavourable influence on the socialist evalution.

The political conditions — domestic as well as inter-
national — constitute @ complicated concatenation of
problems; cach of these requires 1o be considered alone —
of caurse, in close connection with the ecanomic situation,
Such an analysis was not essential o the tasks of this hook.
The making of an outline of the fundamental rendencies
of the evolution of the economic basis, of course, does not
mean to furnish a perfect explanation of all the alierations
in the political superstructure, which has its own internal
logic as well as its own tasks and difficulties. A general
economic orientation will not rake the place of a political
orienration, but will merely facilitate the latrer

We have, therefore, in the course of our analysis,
entirely neglected the guestion of the possible duration of
the capitalist order, and of the altcrations the latter will
encounter, and the direction of its evolution. A number of
variants are possible in this field, and while it is not our
intention to discuss them in these concluding lines, we
shall nevertheless indicate their outline. Perhaps we may
have occasion in some later book to rouch upon this
problem again.

The guestion of the victory of socialism will atmain its
most simple evolution if the proletarian revolution should
develop in Burope during the next few years. This “variant’
is by no means the most improbable. Bur. from the point
of view of socialist prognosis, this situation would con-
stitute no difficulty for us. It is abvious that a union of the
economy of the Sovier Union with the economy of a
Sovier Europe would vicroriously solve the question of the
comparative coefficients of socialist and capitalist produc-
tion, however great might be the resistance offered by
America. And it may be doubred whether this resistance
would be of long duration.

The question becomes extremely complicated if we
provisionally assume that the capitalist world which
envelops us is stll to endure for a number of decades. But
such a presupposition would be perfectly without meaning
per se unless we should render it more concrete by means
of a number of other presuppositions. What is to become,
given this variant, of the European proletariar, and of
coursé also of the American proletariat? What will be the
productive forces of capital? I the decades conditionally
assumed by us should be decades of stormy ebb and flow,
of a cruel civil war, of economic stagnation or even decay,
ie. a long drawn-out period of travail preceding the birth
of socialism, it is obvious that our economy would attain
a predominant strength in this transition period, if only by
reason of the incomparably greater consiancy of aur
economic foundations.
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But if we assume that in the course of the next few
decades a new dynamic equilibrium will take shape on the
world market, let us say of the type of expanded repro-
ducrion as presented by the period developing from 1871
w 1914, the question will assame an entirely different
form. The presupposition of such an ‘equilibrium’ as here
assumed would be equivalent to a new unfolding of the
productive forces: for the relative ‘love of peace’ on the
part of the bourgeoisie and the proletariat, and the oppor-
runistic readjustment of the Socalist Parnes and the trade
unions, in the period preceding the World War were
possible enough by reuson of an immense boom in industry.
Tt is perfectly clenr that the improbuble will hecome real if
the impossible becomes possible, If world capitalism, and
more specifically  European capiral, should find o ncw
dynamic equilibrium (not for is unstnhle povernment com-
binations, but) for its productive forces; if capiralist
production in the next few years or decades should
experience a new great renascence, this would pur us, the
Socialist State, in the peculinr position of bang obliged —
though already engaged in changing from our slow freight
train to the faster passenger truin — to carch up with a
firsi-class express, Puwing the marrer more simply, this
would mean that we werd mistaken in our fupdamental
historical judgments. Tt would mean that capiralism has not
yet exhausted its historic ‘mission’, and thar the imperinl-
istic phase now unfolding hefore us docs not constiture a
phase of cupitalist disintegraton, of its death struggle, but
ruther the necessary condition o a new peried of efflores-
Cence.

It is clear that under the conditions of a new
capitalist rebirth in Furape and in the whole world,
possibly enduring for many vears, socialism in a backward
country would find itself eye 1o eye with colossal dangers,
What would be the namre of these dangers? They might
be the dangers involved in a pew war, a war which the
European proletariat, ‘pacified” anew by the prosperity
conditions, would again be unable to prevent, and in which
our enemy would have a colossal technical advaniage over
us. Or. in the form of a deluge of capitalist goods produced
far betrer and cheaper than our own goods, that might
smash our Foreign Trade Monopoly and together with it
other bases of our socialist economy. This is at bortom 2
question of minor importance. But it is absolurely clear 10
all Marxists that socialism in a backward country would be
hard put to ir, if capitalism should again be given an oppor-
tunity not only o vegetate but to develop the productive
forces of the most advanced countries for a long period of
VERrs.
But the reasons adduced in favour of this second
variant are by no means serious reasoms, and it would
therefore be idiotic w devclop a perspective extremely
favourshle 10 the capitalist world and then break our heads
over the methods of counteracting this fictitious condition.
The European economic system and the world economic
sysiem at present represent such a complication of contra-
dictions, contradictions which, far from favouring the
course of its evolution, undermine this process ar every
step, thar history will offer us in the next few vears @
sufficient opportunity for the achievement of an accelerated
speed, provided only that we atilize all the resources of our
own economic system and of the world economic system.
Needless 1o say, it is our object to do this. Paralle] with
this, the Furopean evolution will also, in the meantime,
shift the “cosfficient’ of palitical power in the direction of
the revolutionary proletariar, though it be with delays and
minor deviations. In general, it must be assumed that the
histarical balance sheer will turn out more than favourable
1o us.
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Table IV,

CONCENTRATION OF WOREERS IN LARGE SCALE INDUSTRY IN THE UNION OF
SOCIALIST SOVIET REPUBLICS AND IN THE UNITED STATES
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BiBLIOGRAPHICAL NOTE

Trousky's Whither Russia? was written in 1925 while the author was chairman of three of the commissions of the
Council of the National Economy: the Concessions Commitree, the Board of Electrotechnical Development and the
Industrial-Technological Commission, Published in English as a pamphler in 1926, it has never previously been

reprinted,
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