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In East European countries and the USSR, debates
between supporters of the plan and supporters of the
market are often argued out on “purely economic”
grounds.

The Issue
Planning Versus Market?

Or
What Kind of Society Do We Want?

Planning advocates stress the well-known evils of
market relations: unemployment, cyclical crises, the nar
row scope of needs registered and satisfied by the market.
They rightly counterpose the virtues of a system which
assumes collective responsibility for satisfying needs on
the long term, and ensures the full use of material and
human resources by rising above local and short-term
criteria of profitability.

Market advocates point to the repeated experience of
bureaucratization that has afflicted, to various degrees,
the countries which tried hypercentralized planning, from
the USSR through China, Vietnam and Eastern Europe
to Cuba. They emphasize, also quiti rightly, the eco
nomic waste caused by management subordinated to
commands from the seat of political power.

Naturally, the former may include officials who de
rive privileges from the plan. The latter, on the other
hand, may draw strength from their radical critique of ex
isting institutions — from their rejection of minor
readjustments which solve little or nothing.

Our argument is not located on the plane of this
counterposition of the market and plan.

We will concede that it is often difficult to combine
the market and planning, to find a balance between cen
tralization and decentralization. These are indeed real
problems. But, in countries where an individual’s opin
ion can still be considered a criminal offence, those who

debate these issues have a tendency to throw the baby
out with the bath water. They tend to reject not only the
really existing policy and political power, but also poli
tics themselves, in the richest sense of the term, that is
the key decisions about what society should be.

Thus, we will hear more and more voices rising in
the USSR to criticize Gorbachev’s reforms as “half
measures,” as they rose in Hungary after economic re
form began, and even in Yugoslavia where the reform
was far more daring. But what they will criticize is not
the lack of democracy in shaping the reform, but the
very “interference of political choices” in economic
mechanisms, what they see as the persistence of con
straints on the full freedom of the market. They see the
world market as an objective fact and the growing for
eign debt as the penalty paid by those who refuse to
comply. They will claim that objective, universal, eco
nomic laws exist, the laws of the market, and that the
problems have arisen because these laws have been
violated.

We agree that the existing political system and the
conditions in which a national economy confronts the
world market are indeed at the core of the problems
which were posed in Yugoslavia and are now posed from
China to the USSR and from Hungary to Nicaragua, but
we cannot accept either the explanation or the remedy
proposed.

A false alternative

To summarize our view, we would say that reformers
of bureaucratic planning who reject Stalinism without a
radical critique of its political system, are very quickly
led to theorize a false alternative: either bureaucratic
planning (and state totalitarianism) or the rationality of
the market (and freedom). Many also assume that the
market enhances self-management and makes regulatory
norms unnecessary.

But theirs is not the only type of reaction to attempt
ed reforms of bureaucratic planning. There also exists, in
the very same societies, a massive rejection of the
“rules” of marketplace competition. This pragmatic re
jection emanates not only from conservative forces
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attempting io protect their incompetence against any
form of penalty. It comes also from workers who cannot
accept being treated as a “factor of production” that can
be fired at ~ii1l, for the sake of some pseudo-economic
rationality totally alien to them. The current reservations
and even hostility of Soviet workers towards the reforms
now underway confIrm this observation.

In other words, it is not only the welfare state that
should be subjected to critical scrutiny, but also the gen
eralized market. For hidden under the latter’s cost and ef
ficiency criteria, with their false claims to universality,
and under world market prices, lie definite social rela
tions which must be rejected.

This is clear in the case of Yugoslavia’s present prob
lems: its crisis cannot be explained in the first place by
failure to respect the requirements of the world market It
is due above all to a failure to respect an internal impera
tive, essential from the socialist standpoint the need for
a prior and explicit decision about relations between hu
man beings and between communities. In other words.
what was disregarded was the need to subordinate produc
tion and exchange (both domestic and international) to a
political choice about what sort of society one wishes to

build together. This, of course, poses the question of a
radical democratization of society.

The “external constraint” exists and sharpens the in
ternal crisis: It is a key problem in all countries whose
comparative productivity is lower than that of the domi
nant econoiñies, in a world in which the latter can im
pose their own criteria. The real choice is not between
autarky and participation in world trade. It concerns rath
er the choice of the criteria that will determine how a na
tional econOmy inserts itself in world trade. The real
question is: Should these criteria be primarily “internal”
to a given community, and therefore democratically con
trolled by it? (1)

Unforeseen turn of events

“Between capitalist society and communist society,
there stands the period of the transformation of the one
into the other.”

Karl Marx, Critique of the Gotha Program

Marx and Engels left some well-known indications
on how they conceived socialism, but these were not rec
ipes for the saucepans of history. They were grounded in
a critique of the contradictions of the capitalist system,
of “generalized commodity production.” The superiority
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of socialism/communism could emerge only by
organizing human labor on a new basis, on a scale at
least as developed as that of the most advanced phase of
capitalism. The internationalization of production and
the worldwide division of labor promoted by capitalism
offered humanity a chance to develop its productive forc
es in an unprecedented way — but at a growing social
cost.

The subordination of the economies of the capitalist
periphery to the needs of the imperialist tuetropolises
enabled capitalism to pass its most explosive contradic
tions onto the less developed societies. In this respect,
the October revolution, as well as the Yugoslav revolu
tion, were the national products of an organic whole, a
world system structured hierarchically. (2) As a result,
they combined features of the bourgeois democratic revo
lution (land reform and national sovereignty) and of the
proletarian revolution (in their anti-capitalist dynamic),
features of the most modern capitalist development and
the legacy of precapitalist societies. In these revolutions,
the question of a socialist transformation was posed in a
context in which it was out of the question to avoid
going through “the detour of the market.”

The discrepancy between the actual circumstances of
these revolutions and the writings of Marx and Engels
raised some new terminological problems, that is wheth
er one could call the immediately postcapitalist society a
socialist society. More importantly, substantial new
problems grew up under the terminological dispute: the
risk of growing social differentiations fostered by the bu
reaucratic apparatus, anVor the market, appeared. Cultu
ral, social and economic underdevelopment was condu
cive to the delegation of power and to the crystallization
of privileged layers defending their own interests.

On the plane of terminology, Marx and Engels often
used socialism and communism interchangeably in their
writings, even after their well-known statement that the
socialist mode of distribution corresponded to a lower
stage of communism. In any case, the “associated pro
ducers” were supposed to manage directly the product of
their labor from the moment that capitalism was over
thrown — in this respect, socialism was already
communism.

Did this mean that the USSR under the New Eco
nomic Policy (NEP — see pp~ 4445) should be labelled
socialist? Or that it could be socialist? For the Bolshe
viks, it was a transitional society to socialism, major
parts of whose economy were still capitalist or based on
petty commodity production. In adopting the name Un-

ion of Soviet Socialist Republics, they intended to
stress their goal of transformation, not the immediate
reality. Lenin stressed this point

“No one, I think, in studying the question of the eco
nomic system of Russia, has denied its transitional
character. Nor, I think, has any Communist denied that
the term Socialist Soviet Republic implies the deter
mination of Soviet power to achieve the transition to
socialism, and not that the new economic system is
recognized as a socialist order.

“But what does the word ‘transition’ mean? Does it
not mean, as applied to an economy, that the present
system contains elements, particles, fragments of both
capitalism and socialism? Everyone will admit that it
does.”

(Lenin, “Left-Wing Childishness and the Petty-
Bourgeois Mentality,” Collected Works, Volume 27,
p. 335.)

The Bolsheviks’ conception of what this transitional
economy could be, or should be, was particularly unclear
because they had not imagined that the revolutionary
victory could remain isolated in backward Russia. (3)
They did not even consider the idea that socialism could
be achieved in a national framework, that is a framework
less developed than capitalism which was already a
worldwide system. On this point, the Bolsheviks’ theo
retical position stood in the fullest continuity with
Marx’s thought: they conceived socialist transformation
as a world process that only began in the national arena,
after the seizure of political power.

In other words, socialist revolution would not stop
with the seizure of power, or even with nationalizations.
The historical function of the transition was to carry
through this “revolutionary transformation of capitalism
into communism” during which regressions would be
possible, even to the point of jeopardizing the socialist
future.

Trotsky’s theory of “permanent revolution” was an
extension of Marx’s conception into which it integrated
the actual conditions in which revolutions were develop
ing, in the social formations of the capitalist periphery.
The Left Opposition to Stalin believed that it was possi

ble to begin to build socialism in a country like the
USSR, provided one did not harbor the illusion that one
could succeed on one’s own. It was vital for the USSR
to raise itself out of its backwardness and isolation. It
should therefore not ask that everything, particularly the
possibility of revolutions in other countries, be subordi
nated or sacrificed to the (impossible) task of building
“socialism in one country.” (4)

You said impossible? But by the late 1930s, Stalin
officially proclaimed that socialism had been built in the
USSR. He imposed this “fact” both domestically and in
ternationally. The Yugoslav revolution was the first
breach in this edifice built by Stalin, because it refused
to bend to the diplomatic interests of the new “great
power~”

Designating the new formation

Faced with anathema from Stalin, the Yugoslav
Communists were forced to explain what had really hap
pened in the beloved “homeland of socialism” they had
idolized until then. Milovan Djilas wrote:

“Given in particular that the USSR was for a long
time the only socialist country, a rather backward
country at that, surrounded by the capitalists, and that
the conscious participation of the masses to the build
ing of socialism played a relatively minor role there,
and that revolutionary forces inside as well as outside
the country turned out to be rather weak, what emerged
in the end was the creation of a privileged layer of bu
reaucrats and bureaucratic centralism; the state was
transformed provisionally into ‘a power above socie
ty’.” [Trans. from the French — Djilas 6- 1950, p. 8,]

The only problem was that this “provisional” situa
tion has proved quite lasting and has been repeated, in
other forms, elsewhere, notably in Yugoslavia. It is
well-known that there is no consensus, not even among
Marxists, around a unanimously accepted characterization
of this new historical phenomenon.

This new type of society has been variously called
“socialist” (sometimes with the addition of an adjective
such as “bureaucratic,” “state” or even “market” in the
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(1) Beaud [4-1987] opposes the simplistic view that a coun
try that wants to escape external constraints can decide to “dis
connect” from the world market and law of value. On the other
hand, he believes that such a country can conquer some margins
of autonomy and find selected partners in the region or among
several countries for various aspects of its foreign trade. Al
though the ship of its economy will not escape the turbulent wa
tea of the world market, this tack will enable it to advance in the
direction it has chosen. Our conception also includes this ques
tion of mastering the external constraints and choosing one’s di
rection, even if that means going against the stream.

*[The reader will find the complete references of the works
cited in the text, in the bibliography at the end of this notebook.
The first number in the square brackets indicates the rubric of the

bibliography under which the author is listed; the second number
refers to the year of publication. When translated from the
French, page nt,nibers refer to the French edition listed in Cahiers
d’Etude ci de Recherche no. 7/8.]

(2) There is no unanimity, even among Marxists, on the
complex way in which this hierarchy operates, combines with
national realities and has evolved in the course of the 20th centu
ry. The notion of uneven and combined development and the dif
fei~nt theories on the uneven development of capitalism on a
world scale are essential to an understanding of the Yugoslav
case. We state this even though we do not agree with all the Cen
ter and Periphery analyses, a debate which would take us beyond
the conf’mes of this study. For a glimpse of the discussion, see
rubric 4 of the bibliography, “Exte!nal constraints.”

(3) David Mandel [1-1983] has shown the extent to which
the idea of a socialist transformation of the economy only be-
caine widespread in 1918, as a defense against sabotage and fac
tory closures. Among the workers, as well as in the Bolshevik
program, the first demand was for the imposition of controls on
finns which remained under capitalist management. For the evolu
tion of the Bolshevik position, see among others, B. Mandel,
“Stages of the Soviet Economy,” in Marxist Economic Theory [1-
1982]; Bettelheim, “First period: 1917-1923,” [1-1976] and Trot
sky, History of the Russian Revolution [1-1980 ],

(4) Stalinist slanders have propagated a caricature of the the-
my of permanent revolution: at a time when the Soviet people
was exhausted, Trotsky allegedly advocated “more” revolution,
not just in the USSR but internationally, “since” the building of
socialism in the USSR was impossible.

The truth is quite different. Trotsky’s theory included three fa
cets.

1. In the countries of the capitalist periphery in the era of
imperialism, industrialization was subordinated to foreign capital
and the national bourgeoisie could not experience the same or
ganic growth as it did in old Europe or the United States. Revolu
tions broke out in a context of “uneven and combined” develop
ment of archaic forms and recent industrialization, It was
therefore incumbent upon the proletariat to play a leading stra

tegic role in the revolutions of these countries.
2. The second aspect stressed that a class-stmggle dynamic

would set in, and take the revolution beyond its initial goals. The
revolution would combine the tasks of the bourgeois and proletar
ian revolutions. The seizure of political power by the proletariat
would be only the first link in a chain of social transformations.

3. In continuity with the classical Marxist approach, the
third facet emphasized that communism could only be achieved as
a mode of production superior to capitalism if it drew on produc
tive forces at least as developed and internationalized as capital
ism. The socialist revolution began on the national arena but
could only be completed on the international plane. This did not
dictate a policy of artificially “exporting” revolution. Victories
in this field would depend above all on national conditions. But
the “building of socialism in one country” was a utopia.

Socialism required not only worldwide productive forces, but a
high level of cultural and economic development in each country.
The legacy at the outset was a handicap. The social transforina
tions made possible by the seizure of power would take time to
materialize. The “permanent revolution” emphasized the need for
a pennanent transfonnation of social relations, of the cultural and
material level of development, in order to build the foundations
of really socialist relations, free of oppression and exploitation.
See Trotsky, “Socialism in One Country” [1- 1929]
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case of Yugoslavia), “capitalist” (with a range of
contradictory variants) or “new class” society. The eco
nomic and political criteria used in these analyses are
heterogeneous and need not be discussed here. (5)

We subscribe to a fourth option which also has sev
eral possible variants. We analyze these societies, un
foreseen by Marx, as hybrids, neither capitalist nor so
cialist, and devoid of a new ruling class playing an
independent and coherent role in the relations of produc
tion. This approach stands in the continuity of Lenin’s
and Trotsky’s when they characterized the USSR as a
transitional society. It can be placed in a broader view of
history in which transitional periods arise between stabi
lized “modes of production,” a conception developed by
E. Mandel [2-1974 and 2-1977W] and, somewhat differ
ently, by Bettelheim [3-1968 and 2-1975].

The notion of a transition to socialism is also upheld
by several Yugoslav authors [Horvat 6-1969]. Official
Yugoslav terminology has fluctuated. But the term “so
cialist” is generally understood to designate the goal of
development, not an actually classless society free of any
social conflicts (contrary to the touching picture-book
images spread by Stalin) [Kardelj 6-1976].

The debate on the so-called socialist societies of the
world today seems to us to gain in depth and richness
when it is linked to an overall reflexion on the transition
between capitalism and communism.

Nevertheless, the notion of a “transitional society be
tween capitalism and socialism” raises certain problems.
“In a transitional society,” E. Mandel writes, “there is a
hybrid combination between elements of the past and hi
ture. But this combination gives rise ... to something
specific, to relations of production specific to this transi
tional stage.” [2-1977, p. 8]

In other words, the concept of a “hybrid” formation
does not imply that there is a “socialist sector” on the
one hand, and other sectors which are not yet socialist
(as Lenin’s and Preobrazhensky’s terminology seemed to
imply). “One of the essential distinctions between transi
tional periods and the great ‘progressive stages’ of histo
ry, as indicated by Marx in his Preface to a Contribution
to the Critique ofPolitical Economy, is that transitional
periods do not have a mode of production that is specific
to them (6) whereas the great progressive stages of hu
manity are, by definition, characterized by specific modes
of production.” [Idem, p. 9]

One should note, however, that there is an objection
to this approach when applied to contemporary so-called
socialist countries. On the theoretical plane, the idea of a
transition to communism, even when one inserts a pre
socialist period, implies that there is no real stabilization
at any given intermediate stage, that elements really be
longing to the future are already present, just as social
ism was already a form of communism. The problem is

(5) See selected viewpoints on this issue in rubric 2 of the
bibiogmphy on the debate on the class nature of the USSR and
kindred societies.

(6) Here, E. Mandel uses the concept of “mode of production”
in an analytical sense, to designate a structured and coherent sys
tem with stabilized laws of reproduction. According to this ap
proach, a transitional society therefore has “relations of produc

that the bureaucratic deformation of these elements obvi
ously poses a difficulty in this respect. The direction of
their evolution is no longer guaranteed. The society can
undergo a regression towards capitalism or a blockage of
the transformation of social relations as a result of bu
reaucratization. This is why we prefer to describe these
societies as postcapitalist societies, insofar, of course, as
capitalism has not been restored. We shall return to this
point: in our view, this term is more neutral, but at the
same time, does not preclude the possibility of analyz
ing these societies in the context of the general contra
dictions of the emergence of socialism.

We agree with the many authors who argue that the
elimination of private ownership of the means of pro
duction does not immediately confer the quality of “so
cial property” onto these means. In fact, the Yugoslav
experience shows many more possible relations between
the real — not only juridical — content of property and
the various conditions of surplus appropriation. (7) On
the socio-economic level, one can uncover, depending on
the context, forms of “socialization” of juridically pri
vate property and, conversely, forms of “privatization”
of “juridically social property.”

Once the overall nature of a society has been grasped
as “postcapitalist,” one must still identify and analyze
the direction of evolution of its components and, when
the case arises, the qualitative leaps — towards social
ism or towards capitalism. Such an analysis is not easy.
The theoretical problems encountered in the first case are
not the same as in the second.

How should advances toward
socialism be identified?

Simply rejecting the equation that “Stalinism = so
cialism” (even if one adds the adjective “underdeveloped”)
does not resolve the problem, far from it. But any at
tempt to go beyond that and define socialism runs the
risk of elevating certain normative criteria, selected on
the basis of subjective preferences, above others: Have
the means of production been nationalized? What per
centage? Is there a plan? What kind of plan? Is there de
mocracy? Beyond what threshold can one say that de
mocracy is present?

We prefer to adopt the same approach to socialism as
we adopt towards social property — they are in fact sim
ply different facets of the same problem — namely that
it involves the transformation of social relations in the
direction of the withering away of relations of oppres
sion and exploitation, and the reappropriation by each
individual — and therefore by all — of labor as a
creative activity,

We adopt W. Brus’s approach [2-1975) and extend it.
Brus posits and analyzes the process of transformation of

tion,” as every society does, but not a coherent “mode of produc
ttOfl.

(7) In addition to Bettelheim [3-1968 and 2-1970], Kardelj
[6-1976] and Horvat [6-1969], see among others: Bnis [2-1975],
Kowalewski [5-1985], Maksimovic [6-1976], Djurdjevac [6-
1978] and Markovic [6-1973].

state property into “social property” in the strict sense
— which means property actually controlled by society,
and not just by the state as an institution separate from
the citizens, nor even simply by one particular group of
workers. The difference is that Brus does not question
the “socialist” content of the societies described in this
way. For us, on the other hand, there can be no social
ism without social property, nor advance towards social
ism without an advance towards the transformation of
property relations. We will deal with socialist self-
management in line with this approach.

Socialist self-management

The problem is that the idea of self-management can
be promoted by certain ruling classes or castes to pre
serve their power under new forms. It is then designed,
in the best of cases, only to get the workers to partici
pate more actively in their own exploitation. This sort
of atomized self-management is sometimes proposed
when it is realized that the compartmentalization of
work slows down the rate of growth of productivity. At
other times, self-management can be thó watchword of
particular layers who hope to gain more responsibility
and influence. The point is to obtain a new delegation of
power along with a shift in the balance of forces within
the privileged layers. This, incidentally, can cause the
emergence of breaches “at the top,” of which those “at
the bottom” can take advantage. Overall, though, the re
sult will be not that alienated wage labor withers away
— to the benefit of all — but that new stratifications
emerge.

If one means by socialist transformation a process
whereby, as Marx put it, “a mass of instruments of pro
duction are subordinated to each individual and property
is subordinated to the whole” (8), then the socialist
transformation can be blocked. It can happen as a result
of the emergence of new social stratifications. The jurid
ical question is not the main argument. But this does
not mean that it plays no role whatever. “Property
rights” are relations between human beings, not rela
tions between human beings and things. (9) We will see
that rights guaranteed by official ideology can be circum
vented or made more effective. In either case, their exis
tence changes people’s behavior and consciousness. We
will also see that these rights can be challenged directly
when a process of capitalist restoration sets in.

The question of capitalist restoration

Capitalism can exist in many forms. Moreover so
cial formations considered capitalist are the product of
the uneven and combined development of different social
forms. [See, for instance, Beaud 4-1987]

This raises the question of when the qualitative leap
can be considered to have taken place. We would answer
that capitalism has been restored when capitalist domina
tion is guaranteed, legitimated and protected by the state
power and its institutions. Capitalist exploitation im
plies that the logic of accumulation has a particular so-

cial content — that it is subordinated to the search for
profit in the framework of specific class relations.

We are not faced with two options only. The fact that
the workers do not exercise social control over the sur
plus does not automatically mean that the appropriation
of this surplus is “capitalist” — unless one wishes to
give this term a dull and a-historical content applicable
to all forms of class society and exploitation.

There exists a decisive test of capitalist restoration:
whether the system can raise the productivity of labor by
treating labor (in reality, labor power) as a mere “factor
of production, a thing,” a cost on the same plane as oth
er costs and factors; or, if you prefer, whether there ex
ists a social mechanism which incites units of produc
tion to introduce machines against workers, relying on
the weapon of unemployment, on “the industrial reserve
army.” This process is finally consummated when it is
legalized and protected by the state.

But long before capitalist restoration is completed,
the role of money can be transformed— and with it, the
social relations underlying credit and the forms of ar’:~io.
priation of the surplus, with the result that mor .y tends
to operate as “capital”.

But one should not confuse a tendency and the final
product. Capitalism was born is the midst of societies
which it did not yet dominate. Some people — notably
Bukharin and many Yugoslav economists — have argued
that the elimination of private property at once elimi
nates all dangers of capitalist exploitation and precludes
the development of new antagonistic social stratifica
tions, We do not agree with this view.

But stating that such dangers do exist, does not pro
vide a ready-made answer to the question of whether mar
ket relations and private property — and capitalist in
vestments for that matter — are indeed necessary in a
given postcapitalist society, and, if so, in what propor
tions. In other words, believing that the extension of the
market and private property work against the achieve
ment of the socialist goal, does not automatically mean
that one should not resort to them. What it does mean is
that the process must be consciously controlled.

We are convinced that mere readjustments of bureau
cratic planning will prove ineffective and that what is
needed is a radical critique of Stalinist practice and pseu
do-theory. But it is also necessary to analyze the causes
of the dead-ends — and current crisis — to which mar
ket-oriented reforms have led Yugoslavia. We will try to
demonstrate that any system which tries to make the
market the essential, fundamental link between firms
self-managed by the workers, must inevitably run into
these dead-ends.

In fact, if reformers really want transparency and de
mocracy, the first thing they should do as they propose
new reforms, is to make a public balance sheet of simi

(8) Trans. from the French: Karl Marx, L’idSologie a/Ic
mantle, Paris: Ple’iade, P. 1121.

(9) Marx is not the only one to claim this. Paradoxically,
the free-enterprise School of Property Rights has adopted a simi
lar problematic, combined with an apologetic view of capitalist
private property rights. See Henri Lepage, one of the main
French spokesperson for this school in LViopie capita/isle and
capitalbme ci autogeslion [3-1978].
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+ Brus
“It is most important, in my opinion, to reject re

solutely once and for all the idea that the very fact
that market and monetary categories appear, testifies
to the operation of the law of value....

“The confusion probably stems froma false anal
ogy with a classic competitive economy where the
mere existence of market and monetary categories is
identical with the operation of the law of value, be
cause the price of commodities is constantly and
freely being brought back to their value (or price of
production).

In conditions close to perfect competition,
various units, each with access to only certain factors
of production, are forced to consider the overall eco
nomic structure as given, and try to adapt to it. By
contrast, when economic resources become so con
centrated that the body who controls them has deci
sive influence over the whole structure of the econo
my, the appearance of market and monetary categories
ceases to be in itself equivalent to the operation of
the law of value....

“When the state determines, by means of the plan,
in what proportions and at what prices social produc
tion shall take place, the fact that market and mone
tary categories appear can no longer be defined as a
“use of the law of value.” This is particularly obvi
ous when the discrepancy between prices and values
is not an accidental and momentary phenomenon, but
the result of a conscious policy. At any rate, the no
tion that the presence of any price structure is proof
that the economy is subordinated to the operation of
the law of value, would deprive the law of any objec
tive value, since it would then provide no indication,
no framework for the government’s policy on prices.”

(Trans. from the French — Brus 3.1968)

+ Some Soviet economists
Here is the view of some Soviet economists quot

ed by Lavigne and Denis.
“Thus we must admit that in a socialist economy

of the Soviet type, the overall price of the national
product necessarily expresses the sum of the exchang
es values of the goods produced since it represents ex
actiy their total cost in labor; we admit, secondly,
that any sum received in exchange for a particular
good represents a certain quantity of labor, although
this quantity does not always correspond exactly to
the amount expended to manfuacture this good. These
two principles constitute, in our view, what the So
viet economists are referring to when tl3ey speak of
the ‘law of value.’ There is no difference among
them concerning the defmition of this law.”

(Trans. from the French — Henri Denis and Marie
Lavigne, Le problEme des prix en Union soviétique,
Paris, 1965, cited in Lavigne and Tirapolsky 5-1979.)

Law of value, prices, wages and profit
It is true that Marxist theory considers that human

labor is the substance of value, behind prices, and that
as long as one remains in an economy of relative
scarcity, saving human labor is decisive. But, this is
not all that Marx called the law of value. For Marx,
the law of value concerned a coherent totality of price
formation mechanisms in a given historical context
— the generalized market (and possibly petty com
modity production).

This is no small distinction. It means that “pric
es,” “wages” and “profits” can exist without there be
ing a mode of price, wage or profit formation charac
teristic of the generalized market (capitalism).

“Prices” can exist without the freedom to purchase
and sell; in this case, the goods are imperatively de
livered wherever the plan assigned them, and the cir
culation of goods from one unit to the other is merely
recorded for book-keeping purposes. A firm’s obliga
tion to receive a particular good from a particular sup
plier designated by the plan is one of the rigidities of
ten denounced by critics of Soviet planning. This sort
of price does not derive from the operation of the law
of value.

Likewise, “wages” can exist even when the overall
share of wages in the National Product is planned and
wage formation obeys non-market socio-political cri
teria — in particular restaints on laying off workers,

“Profit” can be an indicator — prejudiced — of the
fulfillment or overfulfillment of the plan. It must
then be distinguished from the social relation analyzed
in Capital, that is from a dominant criterion orienting
private investment decisions: if the planners deter
mine (wisely or not) the goals of production, then
these profits are not automatic criteria for distribution
or production. Likewise, the waste and losses caused
by Soviet planning do not necessarily lead to the
closing of the corresponding firms, nor even to a re
duction of the income distributed through them.

One of the goals of the reforms is precisely to
change all this. The most daring reformers want pre
cisely to institute the rule of a real market regulator,
with “real” prices. According to them, profit should
become the fundamental criterion, and no longer
merely an indicator to be considered in investment de
cisions. This would mean that completely different
price formation mechanisms and investment decisions
would be taken (whether or not it would imply real
capitalists too is an open topic for discussion).

In other words, the ongoing reforms and debates in
the USSR are the proof of the pudding: the market (or
the law of value) does not actually operate as the
overall regulator even when there exist certain “mar
ket categories” (prices, etc) under centralized planning.

One consequence is that the forms taken by the
crisis of this planning are different from the forms of
the capitalist crisis.

lar reforms already attempted elsewhere with all those
concerned.

Apparentiy, this is not what. glasnost is about What
we are saying is that it is not theextension of market re
lations which should be radical, but democratization. In
all other domains, mistakes are possible and can be cor
rected.

One of the problems with the debate on the place of
the market is that the word encompasses different inter
pretations and situations. One of our goals is to make
more explicit the different definitions. (See page 8:
“Overall regulator or partial mechanism?”).

Beyond Definitions

The word “market,” used in everyday language (in
cluding by economists), can describe very different reali
ties and social dynamics. The same is true, in fact, of
the word “planning.” During the post-capitalist transi
tion, there is necessarily a certain dose of market rela
tions (how much? that is the question!). The debate can
be clarified if participants explicitly state which areas
and which choices are assigned to the market, and with
how much leeway in each case.

In the Mandel/Nove debate (summarized below),
Mandel explains the essence of the opposition between
the market and the plan by counterposing cx post (after
the fact) and ex ante (before the fact) regulation. Nove
challenges this view and points out that the uncertainties
of the market and its forms of cx post adjustments can
be reduced by orders and market surveys, without elimi
nating what is the essence of the “market” in his view:
the act of buying and selling.

The Nove/Mandel debate

Mandel
“... Of course, dfrectly allocated labor can be accom

panied by monetary book-keeping — as it is in the bu
reaucratized planned economies of the USSR, China or
Eastern Europe. But this does not make it identical to
market allocation, When General Motors has the spare
parts of its trucks manufactured in factory X, the vehi
cle bodies in factory Y, and the assembly performed in
factory Z, the fact that computer print-outs containing
monetary cost calculations of the most minute type ac
company the transport of the spare parts does not mean
in any way that plant X ‘sells’ spare parts to plant Z.
Sales imply changes in ownership, and with it an ef
fective fragmentation of decision-making reflecting a
real autonomy of property and financial interests. It is
not the market but the planned target of truck output
which determines the number of bodies to be manufac
tured. The body-building plant cannot ‘go bankrupt’
because it has delivered ‘too many’ units to the assem
bly plant

“... We have been using the term ‘planning.’ But the
concept itself needs to be more precisely defmed. Plan
ning is not equivalent to ‘perfect’ allocation of resourc
es, nor ‘scientific’ allocation, nor even ‘more humane’

allocation. It simply means ‘direct’ allocation, cx ante.
As such, it is the opposite of market allodation, which
is cx post. These are the two basic ways of allocating
resources, and they are fundamentally different from
each other — even if they can on occasion be com
bined in precarious and hybrid transitional forms,
which will not be automatically self-reproducing. Es
sentially, they have a different internal logic. They
generate distinct laws of motion. They diffuse diver
gent motivations among producers and organizers of
production, and find expression in discrepant social val
ues.

“... The two different systems of resource allocation
are structurally related — indeed largely identical — to
two contrasted ways of adapting output to needs. For
every human society is in the last analysis oriented to
wards consumption — since without the consumption
of producers (that is, the reproduction of their labor-
power) there would be no output, labor or human sur
vival at all. Now, there are only two basic ways of
adapting current output to needs. Either these needs are
taken as given at the outset, as assessed cx ante by
whatever is the dominant social body, and output is or
ganized to satisfy them. Or else they are deemed to be
unknown or at any rate uncertain, and the market is
supposed to reveal them cx post through the expendi
hires of ‘effective demand’.”

(Ernest Mandel, “In Defence of Socialist Planning,”
New Left Review 159, September/October 1986.)

Nov e
“Where Mandel goes wrong is when he locates the

line of demarcation between the plan and the market
between cx post and cx ante. Obviously, many items
are manufactured on prior order! But the frontier be
tween the plan and the market certainly does not run
between made-to-measure and ready-made suits.

“Of course, the market, commodity production, exist
when the goods are produced to be sold, to be ex
changed, and not for use, and this remains true whatev
er the degree of vertical integration of the process of
production of this or that good.”

(Alec Nove, “Mandel on Planning — Markets and
Socialism,” New Left Review 161, January/February
1987.)

But even words like “sale” or “purchase” may cover
different operations. On the whole, Mandel stresses pre
cisely the tendency for forms of planning increasingly to
penetrate and moderate the spontaneity of the market.
This was, in fact, one of the characteristic features of the
long postwar boom of capitalism. But it is precisely the
overall dynamic which must be evaluated. The economic
crisis, or more accurately the two types of economic
crises in the two systems, have acted as a revelator. If
you look at the overall dynamic of the àapitalist system
in crisis, you can see to what extent it is still dominated
by cx post regulation, through the market, through
bankruptcies and through unemployment.

Overall regulator or partial mechanism?
For Wlodzimierz Brus, the law of value operates only when the market is the overall regulator of the

economy. On the other hand, some Soviet authors use “law of value” simply to designate the relation between
labor, value and price in all economies. Brus’s view, with which we agree, allows for the existence of partial
market mechanisms even when the law does not operate, as is shown below.
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Three models

For the sake of this necessary process of terminologi
cal clarification, we will distinguish, along with Brus,
three major “models,” each one of which displays signif
icant differences in the role of market mechanisms. They
correspond to three types of economic systems which
have really existed or were proposed at one point or
another in the so-called socialist countries.

a) Bureaucratically centralized
planning (lecture 1)
These are the systems in which money plays a pas

sive role. Prices are formed by the planners. One could
argue that, in theory, the methods and criteria used by
the planners in price formation are not arbitrary. In fact,
specialists have debated this point quite extensively. But
in practice, the lack of real transparency about the labor
actually expended in the Soviet economy means that
prices have often acquired a high degree of arbitrariness.
At any rate, the notion of passive prices does not neces
sarily imply arbitrary prices, except in the mind of econ
omists who believe the only possible prices are the
“true” market prices.

This first model corresponds to the planning system
in effect in the USSR under Brezhnev. It has existed,
with variations and historical specificities, in all postca
pitalist societies, from Vietnam, through Eastern Eu
rope, to Cuba. It was the basic reference in all so-called
socialist counthes until reforms were attempted (in gen
eral in the 1960s). In some cases, as in Czechoslovakia
after the Soviet intervention, it was restored after the re
forms were reversed. It is the model which the Polish re
gime has been trying to reform since the 1970s. (Price
changes had caused riots in Poland before the advent of
Solidarnosc). Even Rumania, despite its overtures to the
outside world, remains totally centralized.

This model is compatible with the existence of spe
cific economic circuits where money plays a more “ac
tive” role (that is, where prices influence the economic
decisions of the “agencies” involved). For instance, there
exists a partial recourse to market mechanisms in the
disthbution of the labor force, since workers are free to
choose their job on the basis of the more or less attrac
tive level of wages, among other factors. Likewise, in
the sector of consumer goods, one can purchase items
freely with one’s wages, the only limit being the short
supply of these items. But this does not mean that sup
ply and demand operate freely to determine the choices of
production. Nor does it determine which sector, the pri
vate or the state ~ector, should produce what is missing.
Once again, this — the insufficiently “active” role of
money and of the market — is precisely where certain re
formers find fault with the system.

This model is also compatible with non-market-
oriented reforms designed to improve its efficiency. In
East Germany, for instance, reforms have been intro
duced to change the indexes used to measure perfor
mance, to create new channels between the center and the
firms, and to allow for the signing of contracts between
firms after validation by the plan. Of course, the particu

Catherine Samary

lar type of political system which implements this mod
el can also make a big difference in how it operates.

b) The use of market mechanisms
by the plan (lecture 2)
This second model enables money and prices to play

a more active role — yet without the “law of value” be
coming the regulator of the economy. We will see in
lecture 2 that what this model actually involves is the
use of market mechanisms by the plan — not the pre
eminence of the market. That pressures in favor of ele
vating the status of the market exist in this model, is
another matter. The model can be implemented without
workers self-management, as it was in Hungary in the
1960s, or with workers self-management, as it was in
Yugoslavia from 1952 to 1964, before “market social
ism” was introduced. This model also inspired the re
forms put forward by So~’iet economists Liberman and
Trapeznikov in the 1960s, implemented in the USSR
under Kosygin from 1965 to 1968, and taken up by 0th
Sik in Czechoslovakia and Wlodzimierz Brus in Poland
around the same period.

For the time being, the reforms now being proposed
in the USSR belong to this category of reforms too. To
summarize what they are about, we could say that this
model combines the supremacy of centralized planning
(which has, until now, been bureaucratic, but need not
be) over strategic development decisions with more
mom for decentralized initiative on the basis of market
relations (in the sense of “purchases and sales”) in other
spheres. In this set-up, the decisions of firms are in
fluenced by the pricing system because they must oper
ate on the basis of an economic calculation of costs and
profits. Precisely who in the firm decides is another mat
ter; we will examine examples both with and without
workers self-management. But this does not mean that
the prices on the basis of which the calculations are
made are free market prices reflecting the law of value.
Nor does it mean that the major investment decisions
obey this law.

c) “Market socialism” (lecture 3)
In theory, this third model aspires to restore the full

coherence of the operation of the law of value — its au
tomatic responses and criteria. We will see in lecture 3
that the only case where such reforms were actually put
into practice was in Yugoslavia, during one of the differ
ent reform periods, between 1965 and 1971. But this
model is advocated by various “experts” and “advisers” in
Eastern Europe, most notably in Yugoslavia, in Hunga
ry and in Poland by the TICK (executive committee) of
Solidarnosc. It is also the logic behind the proposals of
certain Soviet economists, such as Shmiliov. In any
case, one should distinguish the decision to have a re
form from its actual implementation.

Our lectures are organized according to a fypology of
postcapitalist societies based on the various functions
performed by the plan or market mechanisms. This is a
useful approach to grasp the common sOcio-economic
contradictions of all posteapitalist sociçties. But it is not
sufficient to interpret tbe relations between the rulers and

I

the ruled, and to understand the different obstacles
against which the reforms have run up in each of these
countries.

To conclude: Economics and Politics

These lectures will only mention in a most elliptical
fashion the way in which politics influences the poten
tial of the reforms. Nevertheless, the full importance of
the political factor must be understood if we wish to
avoid a reductionist approach.

~ On the one hand, the reforms discussed here have
never been thed in combination with the fullest political
democratization at all levels. As a result, the ability to
master the soeio-economic effects of the reforms was
considerably reduced.

D On the other hand, even though all so-called so
cialist countries are ruled by a one-party system, the re
lations between the party leadership and the population
are not the same everywhere. This has an obvious effect
on the degree of obstruction encountered by the reforms
and the audacity of the reformers themselves. In general,
one should distinguish the regimes brought to power by
a popular revolution (Cuba, Yugoslavia, Vietnam,
Mao’s China) from those where the rulers have been des
ignated by a crystallized nomenklatura. Moreover, both
the process of bureaucratization and the process of desta
linization have had a different profile in each country,
and each national bureaucracy, even the most loyal to
Moscow, has sooner or later sought to develop its own
roots and legitimacy. Kadar in Hungary is not the same
as Ceaucescu in Rumania. The problems of bureaucrati
zation and bureaucratic government (one-party rule) can
not be reduced to the question of Stalinism. The experi
ence now underway in the USSR emphasizes the fact
that a bureaucracy can develop different policies and
methods of rule, even in the same country (Stalin ≠
Khruschev ≠ Brezhnev ≠ Gorbachev ≠Ligachev, etc).

In line with this remark, the goal of the present lec
tures is limited. Their point is to clarify the major
stakes and contradictions of the planning and market sys
tems experienced in the so-called socialist counthes, not
to provide a substitute for the necessary study of each
experience in all its historical and political specificity.

Until now, all attempts at reform of bureaucratic
planning have ended in failure. There is much to be
learnt from this. Unfortunately, it seems that each new
turn in the so-called socialist counthes is immediately
accompanied by new justifications, new state truths
which sometimes praise the very things which, only a
few weeks earlier, were denounced as “anti-socialist
deviations.”

This is particularly harmful because nations who
wish to escape the logic of capitalist development, with
out closing themselves off to the world capitalist envi
ronment, desperately need a critical review of these ex
periences. What is the best way to advance against the
stream of world trade, towards a socialist goal, without
living in autarky? Can one borrow some mechanisms of
the capitalist system (such as the logic of profit as an
incentive and a criterion for the orientation of economic

development) without being saddled with all its evils?
Can the market and its laws be introduced and given a
socialist content?

These questions were already at issue in the debates
about the NEP in the USSR of the 1920s. Stalinism
closed these discussions and brutally interrupted the
NEP. It is therefore necessary to unearth the real content
of these discussions and evaluate them in light of the ex
perience since then. This is what we shall do in lecture
4.

From what angle should one approach these prob
lems? Alec Nave [3- 1983] has declared a war on the use
of Marxist concepts in the study of “really existing so
cialism.” He also blusters against those who identify as
Marxists and naively view socialism as a society with
out conflict or complex choices. While Nove is thus
able to avoid dogmatism, his investigation rapidly be
comes a description which, although often fascinating,
provides no real criteria for forming a critical judgement
— except a short-term one, namely that this or that re
form has “worked” to a greater or lesser degree. Since he
has pledged to remain within the confines of the “feasi
ble” (which we also think is important) but without be
ing guided by any vision of “utopia,” his critical edge is
dulled. He does not raise the question of whether the
market is socially neutral, that is whether it is a “mecha
nism” compatible with any social relations.

In trying to deal with these questions, we have been
guided by one postulate only: the belief that the commu
nist perspective makes sense only if it means the eman
cipation of “each individual and therefore of all.”

To avoid getting lost in the maze of different situa
tions and preserve one’s critical spirit, to develop criteria
which are objective but not dogmatic, it is necessary to
keep in mind the goal towards which one is striving —

provided one thinks it is worth the effort — namely the
withering away of all classes, privileges and relations of
oppression and exploitation. We should note here that
this does not mean a uniform, conflict-free or even easy
to manage, society. The theoretical hypothesis that this
emancipating goal remains relevant today can be ground
ed only in a common analysis of the contradictions of
both the capitalist and posteapitalist systems.

In other word, we will not adopt a dogmatic approach
that argues: “Marx sald” that there could not be social
ism with a market, “therefore” we oppose market re
forms because they take us away from socialism “by def
inition.” On the other hand, we will not bend to the
reverse intellectual terrorism which commends market re
forms a priori, in apologetic, a-critical fashion, as “tin-
dogmatic.” We will follow Marx only — but that is
quite a lot — in adopting the method which grounds the
emancipating perspective in a critical analysis of the
contradictory social relations of a given society —

whether this society was foreseen by Marx or not,
whether it be capitalist or socialist, a “state” or a “mar
ket” society.

This is the thread that will guide us through the fol
lowing lectures. •
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Introduction: The structural problems
1. Main features of the system,
2. Bureaucrats and the plan,
3. Workers and the plan,

The basic problems of bureaucratic planning are well-
known. They have been described by the new Soviet
leaders themselves. Mikhail Gorbachev laid them out in
his book Perestroika and the New Thinking [5-1987],
which his adviser, Abel Aganbegian, complemented with
Perestroika~ le double deft soviétique [5-19871. This lec
ture will focus on the case of the Soviet Union. But
similar structural problems are found beyond its borders,
everywhere Soviet planning served as a model.

The structural problems

a) The first is the tendency for a long-term decline
of the growth rates of national income and produc
tivity — with a concomitant increase of costs. (See
table on next page). These long-term trends are compati
ble, as indicated by the tables, with fragile recoveries as
sociated with short-lived attempts at reform (as in the
late l9SOsand between 1965 and 1970).

Note that gross national product figures do not reflect
widespread product defects and waste. In fact, problems
of shoddy quality and inadequate variety of goods and ser
vices are chronic.

Nevertheless, the standard of living rose steadily until
the mid-1960s; many Soviet homes acquired durable con-
sinner goods; food imports were able to make up for
shortfalls in Soviet agriculture (see table). “Parallel”
jobs (moonlighting) were tolerated and filled the gaps
left by the planning system (repairs and services).

But as time wore on, the negative side-effects of this
mode of economic growth grew more severe: increased
wastefulneü, rising inefficiency of the “legal” work,
eroding morale, etc. In addition, industrial development
and the steady rise of incomes aroused new sorts of de
mands from the younger generation that had not experi
enced the hard times and sacrifices of their parents. These
aspirations were further stimulated by comparisons with
the situation in other countries.

b) On the whole, the Soviet economy has not been
able to make a clean break with the methods characteris
tic of “extensive” growth (that is operating more and
more mines, opening more and more construction pro
jects and factories, cultivating more and more land, em
ploying more and more workers on more of the same

4. Relations between workers and bureaucrats
5. “Social content” of the bureaucratically

centralized plan
6. Unresolved problems or why have reforms?

equipment). Every attempt at reform since the 1960s set
itself the goal of a transition to more “intensive” growth
(by improving the productivity of existing units), but
no avail. Each time, the need to reduce wastage and
shortages and improve the quality and variety of goods
was reaffirmed with a salvo of new slogans. These were
also the initial goals of the reforms introduced in Czech
oslovakia, leading up to the Prague Spring. The same
problems were posed again when Hungary, Yugoslavia
and China tried out the reforms.

Change became more imperative in the USSR in the
1980s as full-employment and the trough in the popula
tion curve — caused by the decline in childbirths during
World War Two — closed off the possibility of further
growth through the hiring of new workers. At the same
time, natural resources were tending to become exhaust
ed for both economic reasons (wasteful and backward ex
traction methods) and physical reasons (the need to drill
in ever more remote areas at increasing short-term
costs). Moreover, the multiplication of new work sites
in the previous period meant that much of the equipment
was wearing out or becoming obsolete at the same time,
a potentially critical problem.

c) Shortages and bottlenecks in production are
one of the features of the rigid planning model in effect
in the USSR. Brezhnev had succeeded in softening theft
impact in the 1970s by a policy of large-scale imports.
This ineffective substitute for reform very rapidly ran up
against a series of problems: inability to export suffi
ciently (because of poor competitivity or shrinking mar
kets due to the world crisis); United States vetoes on the
import of technology considered of strategic value and
the ups and downs of embargoes on cereal shipments;
and, more fundamentally, the difficulty of incorporating
Western technologies in a conservative economy and the
problems of the growing foreign debt.

The experiences of other East European countries
(particularly the relative efficiency of the German Demo
cratic Republic) show that the magnitude of the short
corhings of Soviet planning must have had specific
causes — sharper crystallization of bureaucratic struc
tures, lasting crisis of agriculture as a result of forced
collectivization, the enormous size of the country
which, in a system which seeks to set every minute

National income
Industrial output
Agricultural output
Gross investment
Labor productivity

[in industry]
Per capita real income

People employed in maniifacturing/construction, as % of the active population
agriculture

Manufacturing’s contribution to the formation of the national income in %
Constructions “
Agriculture’s “ “ “
Production goods as % of total gross industrial production
Share of the national income allocated to investment

consumption
Per capita consumption of - meat and meat products (kg)

- bread products (kg)
- potatoes (kg)

Number of units per 1000 inhabitants - refrigerators
- television sets

Medical doctors per 10 000 inhabitants
Secondary school students per 10 00C) inhabitants

(1) in 1960
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detail, widened the gap between the goals set by th&j5lan’- generally, full employment does not necessarily mean
and actual performance, etc. Nevertheless, this sort of best employment, neither in terms of having the tasks at
problem was common to all countries applying this hand performed by the existing recognized skills, nor in
planning model, and has been ably described by the Hun- terms of the general balance in the distribution of social
garian economist Kornal in his book, The Economics of work among all industries. The whole point of the de
Shortage [5-1980]. bate is precisely to decide what criteria should be used —

. and how to substitute them to the existing criteria.
d) A combination of shortage of’ labor power But before moving on to this debate, we should try

(meaning no unemployment) and “over - and uncover the deeper roots of the features sketched
employment”. We have put quotation marks around above. We shall seek these roots in the existing social
the word over-employment to emphasize that the prob- relations, not only inside the workplace but in society as
lem is usually posed in misguided fashion. “Over- a whole. For at bottom, it is the — real, not just juridi
employment” is generally used to refer to the fact that cal — “property relations” and the values attached to
Soviet firms hire many more workers than capitalist them, which shape the particular contradictions of this
firms to achieve the same output. The criteria used to de- planning model.
cide the “correct” amount of hiring are implicitly drawn A remark is called for at this point. After the October
from the capitalist model. This is, to say the least, not a revolution, the Bolsheviks — all tendencies included —

satisfactory approach. But the point is to focus attention identified both the state sector and plan as “socialist.”
on the fact that a large number of working hours or of They were referring, as Lenin pointed out [see the intro-
production periods are not actually worked, or that a giv- duction of this notebook], to their goals, not to a full-
en output could be achieved with fewer workers. More blown reality. When Stalin decreed that socialism had

~

Economic Performance of the USSR I
Soviet economic growth Indicators 1950-1984

(yearly rate of growth in percentage)

1951-55 56-60 61-65 66.70 11-75 76.80 81 82 83 84 81-85
11,2 9,2 6,6 7,2 5,1 3,7 3,2 3,5 3,1 3,1 3,3 1
13,2 10,4 8,6 8,5 7,4 4,5 3,4 2,9 4,0 4,4 4,7
4,1 6,0 2,4 3,9 2,5 1,7 -2,0 5,5 5,0 2,5

12,3 13,0 6,3 7,3 7,4 3,4 3,0 3,5 5,0 2,0

Ii
4

I
I

4

Li

8,2 6,5 4,6 5,7 6,0 2,8 2,7 2,1 3,5 4,0 4,2
1,7 5,9 4,4 3,4 3,3 0,1 2,0 3,1 3,1

Economic Structures and social Indicators
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1950
27,0
48,0
57,5

6,1
21,8
68,8
23,9
76,1
26,0

172,0
241,0

10,0 (1)
22,0 (1)
14,6
71,0

1980
38,0
20,0
46,4

9.7
20,3
74,9
26,8
73,2
58,0

136,0
110,0
270,0
287,0
40,4

25 1,0

I

I

[Offical Soviet source: Narodnos Khorjajstvo SSSR v... godss, 5tatistical Yearbook of the USSR, various yearn)

Note we have provided statistics from 1950. we have not provided figures for the previous period because of the inexactitude of Soviet statistics of
the 5talinist period. The latter had a tendency to amplify an already high rate of growth or to give.a deformed view of the econcenic structura The soviet no
tion of national income cotresponds to what we might cau “net national product;” this aggregate indudes the sum of the material goods produced and scrviä
es rendered (commerce and transportation, minus the “iaitermediate consumption,” that is, the value of the products used during production (it is a sum of
“added values”). “Non-productive services” are excluded; that is why the structural data indicating the respective conthbuticn of various sectors to the for
mation of the n,tional income downplay considerably the so-caned tertiary sector,

(From Henri Deals et Marie Lavigne, Le probUms desprix en Union sovitrique, Pads : Cujas, 1965, cited in M.Lavigne a A. Tirapolaky, L’URss, une
economic socialists, Paris: Hatier, 1979.)
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been achieved in the late 1930s, he made the initial prob
lem worse: he actually identified socialism with state
planning or, worse yet, nationalization with socializa
tion. This is not our approach. However, simply stating
that the USSR is not socialist does not mean that every
thing about Soviet planning can be explained by the ex
istence of a bureaucracy, if only because several types of
bureaucratic planning are possible. It is therefore neces
sary to be as precise as possible about the mechanisms
and social consequences of this first model.

1. Main features of the system

Every planning system must in one way or another
perform several necessary tasks; it must:

- evaluate existing resources;
identify needs and determine what to produce;

- cont.rol the implementation of its choices.

a) In the system discussed here, all these functions
are performed by bureaucrats — functionaries of
the planning institutions at different levels (workplace,
ministries, central bodies) of the party/state. The “asso
ciated producers” cannot control directly the major choic
es made by the bureaucrats, whether at the overall level
of national development or at that of the workplace. This
is why we do not call this model “socialist planning.”
Alec Nove [3-19831 waxes ironic about the “leftists”
who criticize “really existing socialism” in the name of
Karl Marx’s writings which make no mention of bureau
cracy. He stresses the functional need for some bureau
cracy, or more broadly, for some division of labor requir
ing the learning of specific skills by some and not
others. (In other words, inverting Lenin’s famous dic
tum, any housewife could not run the economy).

But the real issue is precisely: 1) to determine which
are (in the light of experience) the functions more effi
ciently performed by functionaries than by the producers
or users directly affected; and 2) to distinguish profes
sional assignments from decisionmaking power over the
major social and political issues.

When functionaries assume all the tasks listed above
(inventory of resources, determining needs, checking im
plementation of decisions), they do not behave as mere
neutral cogs in a giant well-oiled machine. The question
therefore arises whether and how the social interests of
the bureaucrats as such interfere with planning mecha
nisms; if so, how this interference affects the satisfaction
of needs in the broadest sense, and how it should be
judged.

b) In this sort of model, planning is mainly calcu
lated in kind — on the basis of material estimates
(tons of coal, number of tractors, etc.) The results and
track record of each plan are used to elaborate the next
plans, through adjustments. The consequence is that ex
cessive zeal leading to overfulfilling targets of the cur
rent plan will become the norm imposed by the next
plan. Producers prefer to deliver any excess production

downstream sooner or later over the period of the next
plans. This phenomenon has been described as character
istic of &‘supply-dominated” economy. The formula de
scribes a reality. We shall merely note that this analysis
is often coupled with the illusion that, by contrast, a
market economy is dominated by “demand” (as the say
ing goes, the consumer is king). In any case, what is
true is that demand embodied in cash does play a role in
market systems, but very little, if at all, in the Soviet
model.

c) The plan is imposed in hierarchical fashion.
Every detail is determined in light of the proposals and
balance sheets of the units and the overall goals of the
planners. The latter, of course, try to harmonize deci
sions. But the central planning bodies are hierarchically
subordinated to the bodies of the Party and have as their
priority certain socio-political goals: stabilizing their
own political legitimacy, containing any social tensions
which may have appeared, insuring the international
power or multinational cohesion of the country. These
are all issues that count in the drafting of a new plan.
Plans, therefore, cannot be interpreted merely as the sum
of the proposals emanating from lower-echelon units —
nor are they the product of some “economic logic” (pro
ducing for the sake of producing).

d) Once adopted, the plan is imposed in the form of
detailed goals for each unit, industry, region, etc.
The links between the different production units are
compulsory (supplies and means of production are allo
cated by the plan and units are grouped in the framework
of industries, combines, etc.)

One of the problems periodically raised in planning
is to find the “right” relays between the central bodies
and base units. Mainly- vertical links (throughout a giv
en industry) have the disadvantage of compelling firms
to go through the center (often quite far away) to obtain
authorization to change partners (suppliers, clients, etc)
in another industry (even when the latter firms happen to
be located next door!). The introduction of territorial re
lays (the sovnarkhozes) in place of the industrial mini
st.ries, under Khruschev, was designed to solve this prob
lem. It is not merely a technical problem: certain
categories can develop particular interests and crystallize
them around their ministries, urging the latter to com
pete for the largest amount of resources to be allocated.
On the other hand, more regionally-oriented groupings
run the risk of creating “localist deviations,” One of the
fundamental aspects of proposals for reform may then be
to eliminate intermediaries between the central bodies
and base units. This is one of the non-market-oriented
dimensions of the reform now being implemented in the
Soviet Union.

e) Indexes, predominantly calculated in kind, are
the chief method of verification of the implementation
or surpassing of the plan.

The damage caused by the notorious crude output in
dex are well known: if output is measured in kilos, the
heaviest raw materials will be preferred. If it is measured

in prices, increasing costs will make it possible to outdo
the plan. On the other hand, if the index is based on cost
reduction, the final product is likely to be devoid of the
most elementary features of usefulness. To circumvent
this problem, hosts of new indexes — and checks —
have been created in the hope of “cornering” the base
unit in this game of hide-and-seek.

The jokes circulating about this problem pinpoint
the evils of the system far better than the most learned
lecture.

For instance, an inventor has just presented his agri
culturalfir,n with a clever new device: a two-headed caW
But, the others object, that will not increase the amount
of meat we produce! Never mind, he answers, the plan is
measured in calf heads.

f) Money and prices perform a different
function depending on the circuit in which
they are used.

- The various domestic prices are, on the whole, not
hitched to world prices.

- In foreign trade, exchanges with capitalist coun
tries are paid in convertible currencies. Exchanges with
so-called socialist countries are bilateral and in kind,
even when a price tag written in an accounting currency
that does not circulate, is attached.

- Within the planned sector of the economy, the
monetary evaluations performed after products are allo
cated from the center — all production is eventually al
located — to record the circulation of these products are
not real acts of “purchasing” and “selling”. In this frame
work, the index of a firm’s “turnover” (in wholesale pric
es) is the accounting equivalent of its gross output. For
a long time, means of production allocated to firms “free
of charge” were not taken into account in these evalua
tions. This tended to encourage waste and ruled out real
cost calculations of alternatives to the use of this partic
ular equipment. Firms designed their accounting only to
control “circulating capital” (the wages paid out and the
replenishment fund). The accounting currency of the
state sector does not circulate and cannot purchase means
of production which have not been allocated to the “pur
chase?’ by the plan. This is why base units are haunted
by the fear of “shortages” and tend to ask for more than
they need or hide the resources they have or set up paral
lel supply networks.

It is clear that in this sort of system, wholesale pric- -
es must be distinguished from retail prices.

- Wholesale prices are accounting instruments de
signed to reflect costs and average “profit” margins — in
a framework where profits and losses are planned on the
basis of the least productive unit still deemed socially

&useful. We already pointed out that, ift praOtice, every
new work site and equipment is always considered useful
— in a situation where quantitative indexes are the dcci-

sive proof of the healthy development of the system.
Any loss is therefore always covered by the plan. Prices
do not play an “active role” in production. There is no
genuine measure of costs nor compelling “budgetary
constraint,” the economist Kornal has stressed: base
units do not decide to produce this or that good or ser
vice, on the base of price and cost indications. Nor does
the circulation of a product from one unit to another
modify the income distributed. Incomes are not really af
fected by profits or losses.

- Retail prices of consumer goods are not formed on
the market when the goods are delivered by state stores.
But money docs recover another content in this frame
work. Consumer goods are the only goods which are ac
tually “purchasable”. Their prices embody the social
goals of the planners. They reflect neither the real costs
(they are therefore not linked to wholesale prices), nor
the relationship of supply and demand: consumer goods
and common services remained quite cheap for decades
even though their supply was inadequate. This is the ex
planation for the long waiting lines in stores. Mc.iy
economists call these lines “hidden inflation” (‘iy con
trast, in a market system, when production does not
meet demand, prices increase...) The only solution the
Polish authorities have found to ‘3duce the length of the
lines, has been tr increase prices.., but still, without any
guarantee that supplies would improve!

g) Employment and wages for work performed
are conditioned both by the plan and by the fact that
wcrkers are free to choose their workplace. The plans try
to incorporate forecasts of employment, broken down ac
cording to skill levels, and norms for the payment of the
workforce. But to fulfill their part of the plan, the heads
of the various production units must be able to attract
workers and hold on to them (through attractive wages
and benefits in kind). They do not have the right to lay
off employees for economic reasons — unless they are
willing to go through the procedures of a law with
which it is so difficult to comply that, in the end, the
worker is not laid off in practice. (Firing for political
reasons, using a variety of pretexts, is another matter.
The practice, however, is only marginal on the scale of
the economy.) Workers are quite mobile when they are
dissatisfied with their job and looking for a new one.
This is a very specific system which is a key link in the
social relations associated with bureaucratic planning.

2. Bureaucrats and the plan

a) Our methodological starting point is that property
rights are not relations between people and things, but
between people. The property rights in effect in the
USSR shape social relations and behaviors in production
and exchange. Here too, people’s behavior is guided by a
definite rationale, namely that each social category de
fends its material interests, but within the framework
given by the system as a whole. This is the key that
opens the way to an interpretation of the characteristics
of bureaucratic planning free of metaphysical
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explanations (such as strength for strength’s sake or pro
duction for production’s sake).

b) What are the bureaucrats’ material interests
in the plan? How can they best advance them?

The material interests of the bureaucrats flows from
the social (political) position which they occupy — and
from the successful performance of their functions, in
line with the dominant values and mechanisms of the
system.

The degree of freedom to be found in the social envi
ronment depends on the period, of course. In the USSR
under Stalin (and in some countries today), particularly
cruel forms of bureaucratic dictatorship prevailed. Direct
repression played a central role. But what we are trying
to come to grips with here, is the “normal” operation of
bureaucratically centralized planning system. For it is
important for the bureaucrats themselves, to build up
forms of legitimation and “normal” social relations that
can stabilize their privileges for some time. The era of
Brezhnevism is the “model” of bureaucratic conservatism
that we have in mind in this analysis.

The nomenklatura is promoted and demoted by its
peers on the basis of eminently political criteria — the
decision being legitimated in the name of the workers.
To be promoted, a bureaucrat must at once overfullill the
targets of the plan — as defined by the criteria and meth
ods discussed above — and maintain social peace: those
in whose namó he rules must remain quiet and work to
outstrip their assigned target. The point is not to surpass
the targets set by the plan as such, but rather by those
parts of the plan (relating to a firm or an industry) on the
basis of which privileges can be obtained.

The goal is privileges. These material privileges in
crease as one rises in the hierarchy. Datchas, special
stores, travel, preferred ranking on waiting lists for the
delivery of rare or better quality goods and services, etc.
Indeed, the only goods whose purchase is allowed by ex
isting property rights, are consumer goods. Economic
management is therefore worthwhile only insofar as it
provides access to consumption privileges (apart from
the psychological interest of holding a responsible posi
tions, or, in some cases, wielding a parcel of power).

c) But how is “good” economic manage
ment judged?

By the indexes in kind mentioned earlier and through
bureaucratic checks that the targets have been reached or
overfulfilled. This leads to a hide-and-seek game between
the central planning bodies and those in charge at each
lower echelon. Indeed, how is the lower echelon to over-
fulfill the targets of the plan (and earn additional personal
status, promotions and privileges) without bringing such
pressure to bear on the workers that social peace is
threatened? There are only a few methods:

e When making the inventory of resources, under
estimate and hide those available to create reserves.

a When setting targets, set them as low as possi
ble, because targets set too high make overfulfillment
more difficult and risky.

a When ordering, ask for the largest possible

amount of new material and human resources.
a Fulfill the plan (that part of the plan for which

you are responsible) in a way designed to pass the
checks, formally, superficially, without regard for the
users (whether production units or consumers). One
thousand tractors are required? It is enough that they
should look like tractors. M index checks that each one
has a motor? All right, but the motor may not run very
well. Never mind either that the tractors are then parked
outdoors and begin to rust in the rain.

a Build up stable networks; obtain repetitious plans
whose fulfillment you have completely mastered.

These are the. “good” conditions that make for suc
cess. Any change is laden with uncertainties, a potential
source of problems.

Bureaucratic conservatism can be explained easily on
these bases. It does not necessarily imply that the bu
reaucrat does not care for his job (a point stressed by
Komal). His apparent lack of professional pride must be
analyzed in the context of a specific social position: that
of a social layer enjoying material privileges thanks to
its privileges in the realm of power.

d) This makes many of the features of bu
reaucratic planning mentioned earlier understandable.

The more intermediate levels exist between the cen
tral bodies and the units in charge of implementing the
plan, the more “biases”, the greater the gaps between the
information transmitted and reality, the harder to undo
the rigidities. The overall tendency at all levels is to
waste the means of production: the unbalanced develop
ment of department I (production goods), after having
been a goal, becomes a result of the very planning
mechanisms, then of the lobbies that develop.

- The more a particular production can be standard
ized, the easier it can be checked with simple quantita
tive indexes: steel sheets raise less problems than more
elaborate manufactured goods. Growing cereals does not
incur as many problems as raising cattle. In general, the
more know-how and human responsibility are needed for
a particular production, the more harm is done by the
bureaucratic nature of the plan. One can easily imagine
to what results imposing a particular crop on farmers,
independently of the knowledge of the climate, climatic
evolution and ecological balances, etc, will lead. The
transition to the production and use of new technology
requires the mobilization of the skills beaten down by
the bureaucratic mode of production. The mere use of
computers in planing can be a source of major disasters
if the data transmitted to them are not reliable.

Finally, producing identical standardized production
goods is one thing. But when this method is applied to
consumer goods, discontent emerges very fast,

It is easier to produce one million blue dresses with
white polka-dgts, all the same size, than to diversify.

satisfied, people become more demanding. Fashion and
the right to be different are among the issues to which
today’s Soviet youth is most sensitive — and pressure
from the Western style of consumption is not the only
factor here.

e) Finally, are bureaucrats the owner of
the plan?

• On the juridical level, the answer is simple: No.
There is no transmittable property, no shares disthb

uted according to one’s hierarchical position, no right to
“sell” any part of one’s pseudo-property, no closing
down of one factory to buy another. “Social property”
belongs to “everyone” and therefore to “no one”, the Yu
goslavs like to explain.

• But on the level of the actual control of the social
surplus, of the economic management of this surplus
and its real appropriation, the answer to the question is
more complicated. We believe it is at once: yes and no.

+ Yes: insofar as the bureaucracy collectively manag
es the surplus, it acts as a collective owner. Theories
which designate the bureaucracy as a class often stop at
this aspect of its position.

But this is only one part of reality. Juridical rights
condition the relations between people in production.
There is of course a discrepancy between these juridical
rights and reality — the former are often used to camou
flage the latter. Nevertheless, they reflect the regimes
concern for political legitimacy by harking back to its
origins: the October revolution. They cannot be dis
missed as merely worthless pieces of paper. The elimi
nation of capitalist private property and the domination
of the market really created new foundations in which
new socio-economic mechanisms have sunk deep roots.

+ No: bureaucrats do not behave as real owners be
cause they are really not. They manage “a social proper
ty” which does not belong to them, in the name of the
workers. They would like to legalize their privileges and
be able to transmit them. There is, of course, a tendency
for the self-perpetuation of the bureaucracy; under Brezh
nev it reached the point of caricature as a gerontocracy
based on the nomenklatura emerged. But even in that
case, the stability of this layer was not achieved on the
basis of an extension of property rights: this nomenkla
tura, with its array of weapons against an atomized
working class, unprotected by rights to independent or
ganization, never attempted to re-establish the right to
fire a worker and a real capital market, to stabilize its ec
onomic domination. In fact, if things were actually to
evolve in the opposite direction, that is towards re
establishing the rule of the commodity, the stability of
the nomenklatura would be undermined. The sort of in
stability triggered by the purges connected with the at
tempt to introduce reforms, is an indication of what
would come. Bureaucrats have no right to use surplus la
bor freely in their personal capacity: all they can draw
from its management, is consumption privileges. They
have no capital which they could invest and on which
they could draw profits. This is why they do not really
care about the plan as such. Their attitude to the means
of production? Waste them. Their sole concern is to

produce, at any cost and regardless of the quality of the
product, insofar as it will consolidate a political position
which is a source of privileges for them.

The theoreticians of the School of Property Rights
who analyzed the behavior of bureaucrats (and, for that
matter, of all managers who are not owners) concluded
that waste is necessary for quite “rational” reasons (man
agers must protect their own interests before the interests
of those by whom they have been empowered). If the
owners controlled the operation, they point out quite
rightly, things would be different. But instead of con
cluding that what is needed is social control over social
property, they remain prisoners of their frame of refer
ence: capitalist private property in the context of compe
tition for profit on the market. They are right on two
points: bureaucrats, who have usurped and become pris
oners of a juridically “collective” property which they
manage in the name of the workers, do not have the
same management behavior as owners (who hold exclu
sive decision making powers and the right to transmit
their property). We will see that this involves a structu
ral clement which cannot be dissolved by the mere par
tial reintroduction of market mechanisms: only an exten
sion of private property, of capital and labor markets,
could change things in this respect

3. Workers and the plan

a) As indicated at the outset, bureaucratic planning,
although labelled “socialist,” provides the workers with
no decision-making powers, whether over the ma
jor orientations of production or the organization of la
bor.

From this standpoint, one can say that they are em
ployed by the state in a wage relationship which obvi
ously displays certain common features with the capital
ist system. This is the ktrnel of truth in theories that
describe this system as “state capitalism”. But that rela
tionship is not sufficient to demonstrate that the system
has the social relations and laws of development of capi
talism.

On the whole, one can say that the alienation of la
bor still exists — springing neither from the market nor
any phenomenon analyzed by Marx, but from a new
source: the bureaucracy. (See the chapter on alienation in
E. Mandel, The Formation of the Economic Thought of
Karl Marx [2-1977]; and the many articles in the Yugo
slav Marxists of the review Praxis listed in part 2 of the
bibliography).

b) But something else has happened: the domina
tion of the market has been eliminated. In so
cio-economic terms, this has meant that the proletariat is
no longer exposed to the threat of economic lay-off, a
clear advance. Although its wage is still counted in mon
ey and exchanged for commodities, one can no longer,
properly speaking, characterize labor power as a com
modity. The “classical” mechanisms used under capital
ism to impose the intensification of labor through the
threat of unemployment, have basically been eliminated.
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This is precisely one of the most hotly debated issues of
the reforms.

c) The bureaucracy rules in the name of the
workers. The role of the labor force in the production
process — and in the dominant values — has changed.
Recognizing this fact in no way implies an under
estimation of the bureaucracy’s will (and ability in cer
tain periods) to intensify the pace of workers’ labor and
the surplus they produce, at the expense of their standard
of living. Nor does it imply a stable situation — let
alone that the workers’ real situation corresponds to what
is proclaimed in the Constitution. But the gap between
the official status and reality has a price: it is maintained
at the cost of political and social crises. The workers, al
though denied the right to independent political and trade-
union organization, do not perceive the bureaucracy as
the legitimate owner of the means of production. Gorba
chev repeats over and over in his speeches that workers
should “feel masters in their own home,” the real own
ers. All this, although it is in large part a matter of
words, is not neutral.

d) The more centralist and commandist the system,
the more workers’ protests, however small, take on the
dynamic of a political challenge. With the elimina
tion of the market, the veil is lifted and economic choic
es appear in their true light: as choices about the direc
tion of society, that is political choices in the broadest
sense of the term, taken by people in power, in the name
of “the people as a whole.” Strikes naturally and rapidly
take the seat of bureaucratic power as their target and are
therefore particularly difficult to tolerate. Conversely, the
extension of commodity relations tends to make eco
nomic conflicts more opaque (the market and local man
agers, rather than the central planners, then appear to be
responsible for changes in wages and prices and for the
economic choices made). As a result, the bureaucratic
system tolerates strikes more readily: under the Yugoslav
self-management system, at least until the l980s, thou
sands of strikes were waged against local targets. Con
flicts retained a political aspect since the managers re
mained political functionaries, but their subversive
dynamic was defused and blunted by decentralization. We
can be sure that the “higher ups” have taken careful note
of this interesting phenomenon.

e) Workers and the bureaucratic plan
The position and attitude of the workers is determined

by the overall context of elimination of market verdicts!
bureaucratic planning mechanisms/lack of social control
over the choiées made/and rule of a bureaucracy in the
name of the workers. The main freedom reconquered by
workers since Stalin’s death has been the right to choose
their job, and therefore to change jobs.

Extensive economic growth uncensored by market
verdicts brought full employment. What was initially
the socio-economic result of planning mechanisms has
become a right that will not be relinquished without a
fight — a right which the political bureaucracy subse
quently turned into an argument “proving” the socialist

character of its rule. In any case, it is now one of the
key factors in the social balance of forces both inside the
workplace and in society as a whole.

- In society as a whole: it comes out in speeches by
Soviet officials opposing the recommendations of ex
perts who advocate the reestablishment of unemploy
ment. It is at stake in every attempt at reform — the
question of employment is now a central political issue
in discussion of these reforms.

- In the workplaces: to fulfill the plan, the bureau
crats need labor power which has become hard to get.
They must come up with sufficiently attractive offers to
recruit and hold on to workers: as a result, under Brezh
nev, the large concentrations of workers were able to ob
tain not inconsiderable wages and material benefits (such
as services, the production of needed consumer goods in
the workplace, etc). In addition, this made it possible for
workers to exercise some control over the pace of work
— albeit with the imperative of speedings things up on
the eve of the deadline for fulfillment of the plan, known
as the “bicyclist’s syndrome” — over the norms and ulti
mately over the distribution of incomes. Out of this, the
working class in large workplaces developed a sort of
egalitarianism and distributive norms with little connec
tion to actual work performed. These have now become
the butt of the criticisms levelled by pro-Gorbachev re
formers in the name of the principle “to each according
to their labor,” an anti-egalitarian interpretation of the
slogan.

This also helps to understand the connection between
the absence of market reforms and the failure of the
SMOT (an attempt to create a free trade union) in the
USSR in the 1970s under Brezhnev. Workers could find
certain informal methods of defending their interests
within the mechanisms of bureaucratic planning itself.
In some eases, a convergence of interests — albeit con
flict-ridden — could emerge between local bureaucrats
and workers trying to fulfill the plan — in demanding
the largest possible amount of resources be assigned to
them, for instance. The elbow-room conquered by the
workers (absenteeism, slower pace of work, etc) must be
interpreted as the revenge of alienated labor. It is the
price which the bureaucratic system must pay when it
grants the workers only negative powers. Indeed, all con
structive attempts to reduce waste and fight incompe
tence have been given the run-around in the waiting
rooms of the hierarchy; in the best of cases, they ended
in a dead-end — in the worst, in psychiatric hospitals.

A system of this kind fosters passivity, disinterest,
cynicism, individual attempts to make it, and alcohol
ism. Why waste one’s time trying to meet the formal in
dexes of the plan? Why not apply one’s efforts instead to
moonlighting or working for oneself with a good chance
of earning more than at one’s regular job? There is a
joke — not really funny — about the construction
worker who installs faucets during his “legal” workday
(they look like faucets, but actually never stop leaking),
and comes around at night for a fee, to repair them.

The suffering caused by ‘useless toil and a job badly
done, by seeing means of production wasted, suddenly
comes to the fore in’periods of crisis when it appears

possible to overcome the obstacles. The demand for so
cial control over production and distribution then emerg
es rapidly.

In other words, the low productivity of labor is a re
sult of relations of production in which labor power is
no longer a mere commodity, but does not yet wield the
power to decide for what purpose and how work shall be
performed.

4. Relations between
bureaucrats and workers

What sort of relations exist between these two cate
gories then?

We have already mentioned the existence of aliena
tion — work performed outside the control of the work
er. Should one also speak of the existence of exploita
tion?

If the term is not used to designate only capitalist-
style exploitation, then it might be relevant to describe a
system of bureaucratic dictatorship which fosters privi
leges. For these privileges represent a share of the social
surplus to which a layer or caste with specific interests
lays claim in private fashion.

It is a parasitic form of exploitation: the rule of the
bureaucracy rests upon an act of political expropriation.
The privileges are camouflaged, not legitimated. They
are limited by the fact that they are conferred as perqui
sites for ruling in the name of a “really existing” class.
In other words, the bureaucracy does not play an inde
pendent role in a coherent new mode of production. It
does perform certain economic functions, of course, but
it undermines their efficacy because it manages things
with its own consumption privileges in mind. This is
why the applicability of the notion of “class” to it is de
batable and does not provide an accurate picture of the
specific relationship between the bureaucracy and the
working class. The simple fact that the former rules in
the name of the latter does not lessen the magnitude of
their conflicts but makes them more complex. The bu
reaucracy’s lack of any independent and coherent econom
ic base renders it more fragile: the more centralist its
system, the closer to political death (that is, in this ease,
death pure and simple) will even the slightest indepen
dent workers movement, bring it. Hence this paradox:
although the workers have fewer democratic rights than
in capitalist countries (developed ones, of course! People
in Eastern Europe too often forget the dictatorships of
the West), they have a far greater capacity to resist mar
ket mechanisms, the reason being that the bureaucracy
can concede quite a lot, as long as it retains political
power.

The bureaucracy does not rule only, or even mainly,
through police mechanisms in the long “normal” peri
ods. It avails itself of a complex array of socio-economic
and institutional means that must be analyzed in their
proper context: from social benefits, such as the pros

4pect of a promotion, that can be suspended should a
challenge be made; to recruitment and propagandizing in
various mass organizations; granting decentralized man-

agement rights to a firm; and the ability to rife or de
mote workers for political reasons. Whatever the method
used, one thing must remain constant: the monopoly of
the party, which guarantees that the workers will remain
politically atomized. But this monopoly is compatible
with different forms of government and management of
the economy.

5. Overall social content of the
bureaucratically centralized plan

It is not enough to merely state that the plan is bu
reaucratic.

a) But it is, of course, first and foremost bureaucrat
ic, and this from two angles: the bureaucracy is both a
political and social category.

We stated earlier that the goals of the central planners
could not be reduced simply to the task of harmonizing
the sum of the requests emanating from local bureau
crats. The plan is bureaucratic both because its strategic
orientations are defined by the regime, “from the top
down,” albeit in the framework of its relationship with
the citizens/workers; and because the very mechanisms
of planning integrate at every stage and level the bureau
crats’ own particular social interests (in this re
spect, the reforms can lead to more complex differentia
tions among the bureaucrats, depending in particular on
how the market will affect them, or on the type of skills
or function they hold).

The central government and local bureaucrats share
many common interests (privileges) but conflicts do ap
pear: the political bureaucracy can, for reasons of its
own, decide to purge its intermediate relays. Their rela
tions have sometimes been compared to those of the
bourgeois state with multiple competing capitals. The
difference is that private ëapitals are guided by an eco
nomic rationale (to maximize profit) which endows the
overall system with a coherence of its own, whereas bu
reaucratic interests undermine the efficiency of the plan.
Various currents of the bureaucracy may compete for the
allegiance of the workers, as in the Soviet Union today,
or in Czechoslovakia in 1968, for political or social rea
sons. But they cannot gain the workers’ support without
granting them some concessions, not to mention by
making their situation worse!

b) This leads us to the other social
dimensions of the plan
We said at the beginning of this lecture that social re

lations must be judged at once in the workplace and in
society a~ a whole. The redistributive function of the
plan and its impact on employment are essential social
features of the system. Each case must be evaluated in
its own righL Omitting these aspects would lead one to
miss everything that can explain the social resistance to
market-oriented reforms which aim precisely to trans
form these socio-economic mechanisms and therefore
challenge certain benefits associated with them.

Transfers of value caused by the operation of the mar-
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ket have a definite logic: they favor the most efficient
and productive units at the expense of the others. To the
contrary, the plan — even the bureaucratic plan! — can
perform transfers designed to reduce inequalities — most
notably by providing for the industrialization of back
ward regions or the survival of industries or firms
showing a deficit

This sort of logic can, of course, protect all sorts of
wasteful practices. It does not always obey rational crite
ria from the standpoint of society as a whole — at any
rate, they require discussion from that standpoint. But we
should not throw the baby out with the bath water and
close our eyes to the real, social or regional, benefits of
such policies.

Likewise, full employment may not mean the right
job for everyone. But it is still better than unemploy
ment, Some people deny this in the Soviet Union today.
They claim that paying people to do nothing or to keep
certain firms alive sometimes costs society more than
closing down theft workplace and paying them unem
ployment benefits. Apart from the fact that the actual
calculation of such costs is a subject for debate, the argu
ment mixes up two issues to which we shall return in
our conclusion: the need to elaborate criteria and mecha
nisms for reducing waste; and the possibility of rejecting
unemployment as a private, individual risk.

Wherever market-oriented reforms have been intro
duced most extensively (as in Yugoslavia between 1965
and 1971), their immediate effects have painted, in nega
tive outline, the contours of the benefits brought by the
plan. There are indeed positive social effects of even bu
reaucratic planning, fundamentally connected to the elim
ination of private property and the logic of profit on the
market. But these beneficial effects can be undermined by
the bureaucratic aspects of the management system. This
is why we cannot be satisfied with them as they are. On
the other hand, denying the reality of this positive con
tent wherever it exists, would make us unable to under
stand why certain reforms have caused problems.

c) To sum up, crises act as a revelator. The crisis
of bureaucratic planning has illuminated quite effectively
both the hidden social relations of bureaucratic planning
and the sense in which they are not “capitalist.” We said
there was a crisis of productivity, of efficiency, in con
nection with the bureaucratic nature of the plan. Labor
remains alienated and exploited in parasitic fashion. Nev
ertheless, the features of capitalist crisis are not present:
no cycles of overproduction of commodities (but rather
underproduction or faulty production of use values); no
“overaccumulation of capital” looking for profit opportu
nities (massive sums are invested into the productive cir
cuit in the USSR on the basis of long-term considera
tions, not of calculations of market profits which do not
exist.) Such profits do not exist because production in
the state sector is not commodity production, even
though prices are used. If these prices are changed, it will
be the result of a planned decision — and not preparation
for a new spurt of production. Likewise, in the late
1970s, when growth figures came close to zero (in the
USSR, Abel Aganbegian described this period as one of
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“stagnation” [5-1987]), unemploymentdid not expand
and firms showing a deficit did not go bankrupt. This,
once again, is one of the central political issues in de
bate, because the logic of market verdicts is alien to the
system, its mechanisms and values.

6) What are the unresolved problems?

Bureaucratically centralized planning, then, has elim
inated the social relations which underlie the generalized,
i.e. capitalist, market. But it has not replaced them with
socialist social relations: the “associated producers” have
no say in decisions on production; there is no democracy
in the making of the major economic and political
choices. In short, the elimination of private property
only eliminated the capitalist forms of alienation and ex
ploitation — without even guaranteeing the stability of
this conquest.

Socialist planning was supposed to satisfy human
needs better — to make their satisfaction its goal. By
emancipating society from the criteria of profitability on
the market and by making overall socio-economic goals
its starting point, it succeeded in taking into account all
available human and material resources.

But it ought to have drawn on these resources in
such a way that their full potential could develop — sav
ing social labor at the same time as it transformed it.

This is where the bureaucracy runs up against a a co
herent set of interrelated problems which have not been
solved:

- How can the productivity of labor be improved to
respond both to the needs of competitivity in the worid
market and the exhaustion of the resources that had made
internal extensive growth possible?

- How can the syst6m gain in overall efficiency by
reducing costs and waste?

- How can production become better adapted to ever
more complex and diversified needs? And how can these
needs be expressed more freely and have a part in con
trolling production?

Will resorting to the market solve all this? And if
so, on the basis of what social relations? This is what
we shall now examine.

There are two main models of market reform, the
term “model” being used here to refer to a simplified rep
resentation which retains only the main features of a
given system of production and exchange.

Two types

Observers have highlighted different features to dis
tinguish the various reforms. Some have singled out the
recourse to a “socialist market” or “economic” instru
ments (by contrast with “administrative” instruments
used in planning by direct command) as typical of the
first type, whereas they describe the second as a system
of “market socialism” (see M. Lavigne, “La difficile ad
aptation de Ia ‘perestroika’ aux economies d’Europe de
PEst,” Le Monde Diplomatique, January 1988).

We prefer the following distinction, used by the
Polish economist Ems [3-1968]:

•• the first type corresponds to the use of market
mechanisms by the plan in a system in which the plan
is dominarit; whereas

+ the second type corresponds to an economy in
which the market regulator is supposed to be domi
nant (see p. 8: “Overall regulator or partial mecha
nism?”).

On the juridical level, social ownership of the means
of production is maintained in both cases.

We will deal with these two models in separate lec
tures after briefly touching on the problem of the rela
tion between the two models.

This is precisely one of the points now under debate
in Eastern Europe and the USSR. Many reformers con
sider that the first type of reform is merely a stage on
the way to the second, which they consider the only co
herent goal. But there also exist both pragmatic and the
oretical oppositions to “market socialism” and support
ers of a market controlled by the plan (sometimes called
a “regulated market”). This raises several questions.

General criteria

a) Is there peaceful coexistence or conflict between the
goals of the plan and decentralized market mechanisms?

Official Soviet speeches in favor of a “regulated mar
ket” make no reference to a possible conffictive dynamic
between the two. To the contrary, they present market
relations as part of the “principles” and “lasting charac
teristics” of “socialism.” “Socialism is characterized
(our emphasis — C.S.) by commodity production and
market and money relations, and this is in no way inher
ent to the capitalist economy alone,” Aganbegian tells
us [5-1987, p. 139]. He even asks: “What does the radi
cal reform of management imply?” and answers helter-
skelter: “respect for the socialist property of the people
as a whole, .., for planned development ... and for the
intensification of commodity production and market and
money relations, etc. These laws and categories will not
be abolished but will develop and be enriched”
(Idern, p. 123) (our emphasis — C.S.).

Aganbegian rightly emphasizes that a market has ex
isted before as well as after capitalism (and continues to
exist after it), with one essential difference: that only the
capitalist system is a system of generalized commodity
production. But this is a clear indication that market rela
tions are not “characteristic” of “socialism.”

We should not deny that the “classics” failed to an
swer certain problems satisfactorily. But we cannot ac
cept to confuse greed and the idea of “to each according
to their market results” with a “socialist principle.” Nor
should we accept to equate two quite distinct views: 1)
the fact that some form of market is obviously necessary
in present post-capitalist societies (how much is precise
ly the point at issue) and 2) the hypothesis that the mar
ket might aid the development of “socialist relations.”
The latter has been demonstrated neither in theory nor in
practice. Of course, one should agree on what is meant
by “socialist relations,” This is manifestly the point
which Soviet reformers elude most consistently in their
writings. Clearly, one cannot agree to be “transp~-nt”
on this issue after having accepted to charar:.~rize the
USSR as “socialist” for decades.

Alec Nove [3-1983] dodges this ssue, along with the
underiying questior~ of the ali°;.ation of labor. Should
labor cease to be alienated? Can it? Answering “yes” pro
vides the cov:iecting principle that can unite the critique
of the mr<et and that of the bureaucracy. Is it a “dog
matic” ~nswer? Alec Nove would probably reply that our
appr’iach applies an overly Marxist “reading grid” to real
ity and its contradictions. He prefers to remain silent on
that issue and enter the discussion only with considera
tions about the market as a technique. His anti-Marxism
is condensed in his thesis that the market should not
wither away under socialism. True, the author of Feasi
ble socialism defends in practice the idea of a “regulated
market” against radical free-market free-enterprise ap
proaches. But the whole debate revolves precisely around
the question of whether such a “regulated market” can be
a stable situation — or whether it covers social contra
dictions and dynamics which do not necessarily lead in
the direction of socialism.

b) How do “politics” in the broadest sense (choices about
society’sfuture) affect “economics”?

This important question is obscured or deformed
when reforms are presented without a radical cri
tique of the really existing policy and institutional
forms of these countries, without a challenge to the sin
gle party’s monopoly on power, Some reformers in East
ern Europe merely propose to reduce the party’s role in
economic management — in their view, to accept the al
legediy “objective criteria” brought forth when “econom
ic instruments” replace administrative orders. But with
that sort of logic, those who believe the market should
be the regulator will always have the advantage of being
the most consistent. The more economic inconsistencies
and imbalances emerge, the more pressures will mount
for an actual transition to “market socialism” (even after
a wave of recentralization).
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a) prices
b) credit

A. Overview:
the “economic” instruments

c) taxes and the plan
d) other means

B. Conflicts in variants
without workers’ self-management

a) Where has this sort of reform been introduced?
b) Characteristics of these reforms

A. Overview

Outline

The overall purpose of these reforms is to replace
commands with indirect links between the center and
production units; this is generally known as “the use of
economic instruments” and sometimes as “decentralized
planning.” These expressions, however, do not convey
the overall thrust of the model, namely the fact that the
major strategic goals of economic development (the “ma
cro-economic” options) continue to be determined from
the center (“planned”) on the basis of socio-economic and
political criteria. What is decentralized is day-to-day or
short-term management.

Describing this model as “the three 5’s” (self
management, self-fmancing and self-accounting) does not
adequately stress the basically continuing subordination
of micro-economic decisions (taken at the level of the
firm or workplace) to the overall plan.

The reference to market categories can give the illu
sion of decisions taken independently of each other.
Firms do have to establish their own financial account
ing system and figure out which costs will enable them
to match their debits with their assets. This is what im
parts a certain reality to the three “5’s”. But local deci
sions are strictly, and more or less directly, conditioned
by the “economic instruments” in the hands of the plan
ners (prices, credit, taxation, norms , etc).

Here are a few examples.

a) How prices can be used as instruments
to implement planned goals?

We already explained that in the bureaucratically cen
tralized planning model wholesale prices in the state sec
tor are real accounting magnitudes but play no “active”
role. They do not influence the, orientation of invest-

c) The conificts which emerged
1. The Czechoslovak example

a. at the social level
b. political dynamic
c. mounting pressures for more market

2. No “Hungarian miracle”

C. Conflicts in variants
with workers self-management

Yugoslavia from 1950 to 1965

ments but merely verify that the circulation of goods
from one unit to another has actually been completed ac
cording to planned orders.

In the model of the plan using economic instru
ments, there generally are three types of prices: the pric
es set by the center, the prices which are controlled but
can fluctuate to a certain extent depending on costs and
on the supply and demand ratio, and free prices.

The “administrative” prices can incorporate macro
economic judgements. Assume, for instance, that the
goal is to stimulate the demand for a particular source of
energy, either to conserve another — domestic —

source, or to reduce imports, or to save another resource
for export. Prices will then be set administratively at a
level low enough to induce the “self-accounting,” “self-
managed” and “self-financed” firms — which are out to
maximize their profit — to choose this energy, the
cheapest available, in a perfectly rational economic cal
culation. You will then have a price playing an active
role in the firm’s choice of energy. But this role is still
not equivalent to that of prices on a free market which
might judge the domestic product “too expensive” com
pared to the imported product. This sort of mechanism
can provide the economy of a particular country with
time for its own development — time to reduce the
costs of products whose domestic production is deemed
necessary, until they become more competitive and no
longer need the same protection.

Of course, planners can and should regularly compare
their prices with world prices. It is not always wise to
develop a costly national resource instead of importing
it. But, contrary to the opinion of free-marketeers who
rely strictly on the indications of world market prices,
the reverse is not always true. World market prices un
dergo fluctuations which make long-range calculations
unreliable — remember oil prices. It is also essential to
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integrate the question of political or economic depen
dence in the costjbenefit calculations of such choices.
Another consideration to be entered in the equation is the
need to develop a particular region or protect employ
ment through reliance on a national resource. It should
be obvious that the real calculations ought to be “social”
and macro-economic, rather than based on short-term lo
cal profitability alone.

If a given price is used an instrument of the plan, it
should of course be distinguished from the “starting
price” which incorporates an evaluation of the real do
mestic, costs of producing that resource (the method used
to calculate this difference is also a topic of debate but
need not detain us here).

This highlights the need to distinguish different sorts
of accounting and prices in line with their different func
tions. Overall economic calculations obviously require
the transparency of costs to allow rational choices and
international comparisons. Distributing resources accord
ing to criteria other than their cost alone, or their scarci
ty at the outset, require other kinds of prices.

If thesedifferent goals are not distinguished, or if one
tries to have a single price system fuffill all these func
tions (measurement of costs, assignment of social labor
and distribution of goods), the result is a tendency to
wards the restoration of the law of value or of a unifying
market mechanism. Soviet economists have very little
to say about this problem.

b) Credit policy as an instrument of the plan
The means of production can be centrally allocated.

This is what happens in centralized planning by direct
orders.

In the model considered here, a distinction is general
ly introduced between imperatively allocated invest
ments, and other investments, including 1) investments
from the self-financing funds of firms, and 2) invest
ments financed by credits from banks. The latter two cat
egories must develop to incite firms to make economic
calculations and stop behaving passively.

The role of the plan is obvious in the case of the
centrally allocated investments. Its exact weight must be
assessed on a case by case basis, taking into account the
magnitude and strategic character of the investments. It
is clear, for instance, that the reorientation of the Soviet
economy will be heavily influenced by the priority giv
en to investments for revamping plants and developing
engineering industries, beginning in 1986 in the frame
work of the 1986-1990 plans, before more extensive dec
entralization becomes effective.

But this is not the only way to control investments
in the new system. Here too, the three “5’s” could lead
to a mistaken impression of the overall situation: in
vestments which depend on the availability of credit are
by definition those which are too big to rely on self-
financing alone.

In other words, as soon as the project considered
passes a certain size threshold, it is highly likely that a
credit relation will have to be established. We must
therefore study the nature of this credit relation. It too
must be examined on a case by case basis because the
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substance can evolve even when the form remains un
changed. In general, though, the credit institutions in the
model considered here remain instruments for the imple
mentation of the plan. This is true even when the credits
are allocated on the basis of criteria reflecting the profita
bility of the projects submitted by firms.

The fact is, both the share of credit allocated to each
industry and the overall share of the national income as
signed to finance the investment fund distributed in the
form of credit, can be determined centrally. These shares
could be decided by a democratic procedure, but no such
procedure is foreseen in the “really existing” reforms.
What is involved in this first level of decision is a ma
crn-economic calculation taking into account long-term
and medium-term strategic factors.

At a further stage, after the amount of credit to be
distributed in a given industry is set, the banks can in
vite bids from all the firms of the industry (for instance,
the engineering industry). This makes it possible to in
troduce a form of competition for access to credit be~•
tween firms. The fact that the Soviets carefully d~an
guish this “socialist emulation” from classir.~~! market
competition is the subject of much humr’~. The former
can indeed deviate into the latter. But it can also have a
genuinely different .ontent. The ~nodel could include the
hypothesis that ~lie final decision on which firm receives
the credit deuends on a complex examination of the ap
plication files submitted by the firms rather than a sim
ple shot c-term profitability criterion. Criteria such as re
gional development, savings accomplished in projects,
the substitution of national products for imports, the
creation of local jobs, even the fact that the firm can
show that a request for a specific type of product was not
fulfilled, could be incorporated into the credit allocation
mechanism. Here too, these criteria could be discussed
publicly and the allocation of credit subject to pluralistic
social control.

In all cases, there is a combination of macro
economic decisions and decentralized initiatives taken at
two levels:

- the banks, acting as mediators between the plan and
the basic units or regions;

- and the basic units soliciting credit on the basis of
projects elaborated by themselves.

The banking system makes it possible to coordinate
these decisions without the center having to delve into
the details of how its choices will be implemented in
practice, or even necessarily having foreseen all requests
for investment.

It is clear from all this that the question of which
logic should govern the credit relation is decisive. Exper
ience shows that financial institutions are not mere “neu
tral” intermediaries. Many vacillations and combinations
are possible between subordination to the “center” and
“localist” loyalties (with their Mafia-like networks asso
ciating bank managers, firm managers and leaders of the
local administration). The wider market mechanisms
spread, the more room there is for these variants. Obvi
ously, the lack of public social control on the allocation
of credit allows these lobbies free play.
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c) Taxation and the plan
This is the third major “economic instrument” serv

ing as a link between overall choices and micro-
economic initiatives. There are many variants but the
potential impact of fiscal policy is best illustrated in two
areas.

The first is in limiting the surplus remaining at the
disposal of a firm. We have explained that the recourse
to credit was a possible form of dependence on central
choices. By limiting the profits available to a firm and
compelling it to resort to credit, a de facto control over
decentralized investments can therefore be established.
Local initiatives which tend to run counter to central
choices could then be deflected or challenged.

Thus, in the first period of Yugoslav self-
management, when this model was applied (1952-1964),
about 70% of investments remained under the direct or
indirect control of the planners even though the three
“5’s” had been instituted. It is obvious that the industries
in which self-financing could be sufficient to make a de
pendence on credit unnecessary, were those where free
prices were most advantageous (for instance, because
they reflected an insufficient supply of consumer goods)
and the least investment was required. In other words,
these mechanisms enhanced the decentralized develop
ment of light industry — which corresponded to one of
the goals of the planners (until the system for the devel
opment of basic industry could no longer keep up with
the expansion of manufactured gOods and imbalances am
peared, mirroring the imbalances of the bureaucratically
centralized plan).

- The second area where taxation interferes in this
model is in attenuating the effects of a decentralized dis
tribution of income according to market results. But this
function also led to conflicting logics, which we shall
discuss later.

e) Other means of intervention of the center
In practice, these reforms also contain other prescrip

tions with similar effects: setting norms for the distribu
tion of profit to the different funds of a firm; setting
wage scales; direct injunctions and controls. All these
mechanisms can conflict with the firms’ much-touted
“self-accounting”, “self-management” and “self
fmancing.”

B) Conflicts in variants
without workers’ self-management

a) Where has this sort of reform
been introduced?

In actual fact the main debates of the 1 960s in the
USSR (notably the perspectives elaborated by Liberman
and Trapeznikov) and the other Eastern European coun
tries, except Yugoslavia, focused on proposals to intro
duce this sort of model without workers self-
management. The same conception underlay both the
Kosygin reforms in the USSR and the proposals of the
Czechoslovak reformers in the 1960s. The political dy

namic of these reforms (which we shall discuss shortly)
in the conditions of the Prague Spring caused the inter
vention of the Soviet tanks in 1968 and signalled the
end of the reforming course in both the USSR and
Czechoslovakia.

On the other hand, although Hungary participated in
the intervention of the Warsaw Pact troops in Prague, it
controlled its own domestic political and social situation
sufficiently to try the New Economic Mechanism and
for Big Brother to tolerate it. The previous Soviet inter
vention (in Hungary, in 1956, at the height of “Khrus
chevism”) had done the job “adequately”: the workers had
been defeated and, at the same time, the most conserva
tive wing of the bureaucracy removed from the maln av
enues of power. This facilitated the subsequent reform
ing course in a political scene that could be nicely
“controlled” by a purged party.

b) Political and social characteristics
of these reforms

The balance sheet is quite clear in the field of politi
cal rule. Seen from a general vantage point, these re
forms changed nothing in the one-party system and the
bureaucratic (statist) content of the plan.

The fact that the central choices were transmitted
through “economic” instruments rather than directly
only affected the “base units” — in this case the manag
ers and management bodies of the firms — by providing
them with greater room for initiative and submitting
them to greater market pressures.

Seen from the standpoint of social base, these re
forms appealed to the support of technocratic layers, to
the detriment of the apparatus of functionaries previous
ly assigned to planning by direct command, In general,
the monetary incentives associated with these reforms
were aimed mainly at this layer of managers.

Surveys conducted in Hungary in the 1960s showed
that the workers had noticed very little positive change
as far as they were concerned, particularly in the field of
incomes. Many stories told in Hungary at the time re
flect this reality.

Kadar goes out to start his survey on the reform. He
meets the manager of afirm:

— So, what has the reform meant for you?
—~ Oh, I got to buy a car with my bonus pay

ments...
— Very good. And with the rest?
— I put the rest in a savings bank.
Kadar then meets a worker. Same question. Answer:
— Oh, I got to buy a pair of new shoes with my

wages!
— And the rest?
— I had to borrow the rest from my mother-in-law.

It has often been noted that these reforms were not
implemented thoroughly or that a recentralization oc
curred very soon after their introduction, and before more

audacious waves. Why? The answer lies at least partly in
the conificts triggered by the reforms.

c) The conflicts which emerged

1. The Czechoslovak example

In his economic history of Eastern Europe, Brus [5,
1986j emphasizes the popular aspect of the Czechoslo
yak reform. His view probably conflates several features
and periods. The reforms were indeed eventually defended
by the people agalnst the Soviet intervention. But in the
beginning, when the content of the reforms themselves
was at issue, conflicts emerged which were very similar
to those that can be observed today in the USSR under
going perestroika (restructuring).

Jn both cases, the tendency towards stagnation was
the fundamental cause of the reforms. Czechoslovakia’s
productive potential — the only one in Eastern Europe,
along with East Germany’s, to start from a relatively de
veloped economy — was quickly smothered by bureau
cratic planning.

The starting point of the reformers, particularly Ota
Sik, was highly technocratic; they allowed very little
room for political democratization and workers self-
management in their perspective. (We will not take up
here the question of whether the reformers were practis
ing a form of self-limitation, a tactic sometimes used in
East European countries to gain some ground by avoid
ing confrontations on the most sensitive issues.) The
general thrust of the reforms was to resort to market
mechanisms in an attempt to reduce bureaucratic waste
and improve the productivity of labor and the ability of
production to respond to demand.

a. On the social level, reforms ran up against two
types of resistance, similar to those encountered in the
US SR today:

- one emanated from the conservative bureaucratic am
paratus (destalinization had not taken place in Czecho
slovakia);

- the other came from the workers in the form of pas
sivity or even defiance. Workers felt threatened by the re
form in several ways:

+ their guaranteed employment and unhurried pace of
work might clash with the productivist logic of the re
form;

+ their standard of living might be negatively affect
ed by cuts in central subsidies and price diversification
being applied first to the most common consumer
goods.

The conservative wing of the bureaucracy around No
votny decided to dwell on this aspect of the reforms and
get the workers to exert some influence in support of its
position. Petitions began to circulate in the workplaces.

b. This appeal beyond the bureaucracy — and the
parallel efforts of the pro-Dubcek reformers to broaden
their own social base — combined with the political dy
namic of the reform. The recourse to decentralized mech
anisms and greater autonomy of firms meant that more

information had to circulate and that the economy had to
acquire a certain “transparency.” This dynamic ran up
against censorship and the official truths of the state.
Czechoslovakia had cultural and political traditions
which fostered movements “from below” able to take ad
vantage of breaches in the unanimity of the apparatus “at
the top.”

The Prague Spring then bloomed as an overall move
ment affecting all society and, for the most part, not
controlled from the top. This is one of the key differenc
es with the Soviet perestroika, at least in its present
phase.

Czech left-wing dissident, Petr Uhl stresses this dif
ference in his rejoinder to the reform-minded Commu
nists of Charter 77 (“The Human Rights Movement de
bates Glasnost,” International Viewpoint, number 136,
March 7, 1988). Interestingly, Soviet officials concur:
for them, this explains why the Soviet intervention
against the Prague Spring was necessary even though the
economic reforms which they advocate today for the
USSR look so much like those of Czechoslovakia in
1968. The key difference is in the degree of political con
trol by the party, not in the existence of some alleged
danger of capitalist restoration.

c) There was no threat of capitalist restoration, but
there were real pressures developing for the further exten
sion of market mechanisms. This is quite “logical” in
any reform of this type. In the end, managers are put in
an eminently uncomfortable, ambiguous and unstable
situation; they are supposed to take initiatives to reduce
costs and reach a certain level of competitivity on the
market, but the continued interventions of the “center”
create different situations of the firms in each branch of
industry, In addition, they cannot fire workers freely and
therefore cannot reduce costs in that direction.

In any case, what is the point for managers to take
risks if, in the end, they cannot keep the profits for
themselves and make them yield further profits. The
market mechanisms introduced by the system therefore
begin to clash with the system’s own basic values. Un
derlying these “values” are the aspirations and resistance
of the people.

This is confirmed by the case of Hungary where re
forms were applied more extensively.

2. No “Hungarian miracle”

Although the Hungarian experience is often touted as
an example of consistent reformism applied successfully,
the real situation does not bear out this claim.

The tensions which arose as a result of the social ef
fects of the reforms applied in the 1960s motivated the
government to implement a centralizing reversal already
in the 1970s. The “center” had to resort to more and
more interventions to bail out firms showing a deficit
(after their new prices came close to world prices). The
projected criteria for distribution had to be revised and
greatly softened. The recentralizing course took place at
the same time as Hungary got more heavily involved in
the world market — a rather general trend in Eastern Eu-

S

S

S

24



Planning, markets and democracy Catherine Sammy Catherine Saina’y Planning, markets and democracy

rope at that time, which led to a massive foreign debt.
At this point, a new wave of reforms is being imple

mented under the auspices of the International Monetary
Fund. Its logic is to increase the role of the market and
move towards a really decentralized model. The Yugoslav
syndrome is looming. Wide gaps have opened between
pockets of real poverty and a private sector which is get
ting richer, but not necessarily by developing the sectors
corresponding to the essential needs of the people. The
state sector remains cumbersome and difficult to reform,
combining features of bureaucracy and commodity
relations.

These new reforms could miscarry in the midst of a
political and social crisis and growing social tensions
fostered by ante of economic growth close to zero. The
question of threats to employment and of inequalities
caused by the market may come to the center of the p0-
litical scene quite soon. Recent amendments to Hungari
an labor legislation have made the procedures for recon
version of workers from one industry to another, easier.
Firms still cannot lay off workers without guaranteeing
such a reclassification, but the worker is now compelled
to accept the new job. New sources of tensions will de
velop when these new jobs are located in a different re
gion, causing family problems; or when they do not cor
respond to the worker’s recognized skills. The trade
unions’ failure to defend the workers in these situations
might lead to the emergence of independent movements;
already news of such developments is beginning to
emerge.

There is no “Hungarian miracle,” then, at least not in
the area of industrial development The regime’s success
es which explain its margin of popularity are mainly in
two areas. The first has to do with Hungarian politics:
everything is relative of course, but after the period of
repression, Kadar’s cultural liberalization was the envy of
people in the neighboring countries, despite its limits.
The second success is in the field of agriculture which
has such a great impact on people’s standard of living.
The rather positive balance sheet here is not due primari
ly to the extension of the private sector, which, although
legal, remains quite limited. It is dueto a far greater ex
tent to the margins of responsibility granted to teams of
collective farm members and an improved combination
of small-scale and large-scale agricultural production
(which require different know-hows, forms of labor and
forms of social control).

C. Conflicts in the variants
with workers’ self-management

First std’ge of reform in Yugoslavia:
decentralized self-management
subordinated to a central plan

The experience lasted for over a decade: self-
management began to be introduced in 1950 and the first
five-year plans of the new system date back to 1955.
“Market socialism” was only decreed ten years later, in
1965. Both models were introduced “from the top
down.”

Although it left much greater room for freedom than

its neighbors, Yugoslavia maintained a one-party sys
tem. Cultural, religious and national rights were extend
ed. But as soon as political, social or national disagree
ments took organized collective forms, they were no
longer tolerated.

The model proposed today in the USSR is closer to
the Yugoslav model of the 1950 to 1965 period than to
the Hungarian experience. There are important differenc
es though: the “top down” revolution initiated by the
Yugoslav leadership drew its strength from the impetus
and great popularity it derived from a real revolution
“from the bottom up.” It also took place after the most
centralist currents (suspected of supporting Stalin) had
been “purged” (by the worst methods, one should note in
passing). Finally, the Yugoslav working class was a mi
nority of the population — 70% of which was rural.
The first social measures taken by the new regime im
mediately after its rise to power were designed to im
prove the standard of living of the workers left in ex
treme poverty at the end of the war; the war indemnities
received by the government helped to make this possi
ble.

In other words, there were no major obstacle to the
rapid introduction of reforms — contrary to what is oc
curring and will continue to occur in the Soviet Union.
Nevertheless, in both cases the idea of granting self-
management to the workers was supposed to consolidate
the social base of the regime at a time when it was go
ing through a difficult period (in the case of Yugoslavia,
the break with Stalin resulted in an economic blockade
of the country).

At that point, self-management was closer to a form
of co-management subordinated to the powers of the
trade-unions and municipal authorities. The reform com
bined the continued setting of macro-economic orienta
tion by the center with ~decenfralized initiatives based on
the three “S’s” mentioned earlier.

The balance sheet of the reforms is quite paradoxical.
The period in which these reforms were implemented en
compasses the best performances of the Yugoslav econo
my in all postwar history: the rate of growth of the So
cial Product stood among the highest in the world (a
yearly average of 10%); the balance between different in
dustries was substantially improved; services expanded;
agricultural cooperation progressed (after the forced col
lectivization course was reversed); domestic prices were
contiolled and the foreign debt was kept low thanks to
sustained exports. Jn other words needs were satisfied
more effectively.

Nevertheless, this was the system that was criticized
and rejected in 1965. The macrn-economic balance sheet
above does not include a rubric showing the rise of Con
flicts, which were the main cause for the turn of 1965.
To put it briefly, what happened was that all the ten
sions described in the systems based on reforms without
workers self-management, were found in ~Yugoslavia
too, but with different socio-political dimensions.

a) Two aspects of the official socialist program came
into apparent contradiction: -

- On the one hand, the plan incorporated redistribu
tive aspects which aiiped to reduce inequalities between

regions, create a balanced economy and move towards
the realization of long-term goals of social transforma
lion. But, even under the new form of planning which
replaced detailed administrative orders by “economic in
struments,” these redistributive aspects were determined
outside the new self-management system being institut
ed. Moreover, in a multi-national community like Yu
goslavia, this redistributive aspect directly concerned the
regions/nations/republics. (The same is true in the
USSR, incidentally.)

- On the other hand, it was proclaimed that self-
management heralded a return to the substance of the so
cialist program: “the association of the direct producers.”
In the USSR, the talk is now of “the workers, masters
in their own shops,” running their own property, etc.
But if self-management is confined to the borders of the
firm, then anything which limits local management
rights appears as an infringement on recognized rights.

b) A second contradiction paralleled the first. The
mode of distribution according to market results came
into conflict with both the redistributive logic of the
plan and the often repeated “socialist principle” of “to
each according to their work” (which we shall discuss in
our conclusion).

+ The key slogan of the reform was: “Raise your lo
cal productivity and your income will grow.” But taxa
tion took more from those who earned more, in order to
reduce income differentials. (In the USSR, at the very
beginning of the reform, Abel Aganbegian is already ad
vocating what the Yugoslavs only did in 1957, namely
replacing the progressive income tax with a uniform tax.
But the wider income differentials will be a new source
of tensions.)

+ Distribution therefore tended more and more to
take place not according to each person’s work, but ac
cording to their results on the market. (Soviet leaders are
already acting as if the former was the same as the lat
ter). But strikes broke out and continued over the issue
of the unequal conditions under which workers were
forced to earn their wages. The first publicly acknowl
edged strike in Yugoslavia dates back to 1957. It was a
significant event: the miners of Slovenia felt they were
put at a disadvantage by the pricing system of coal be
cause coal mining had been included among the indus
tries the prices of whose products were fixed (in this
case, at a low level). Inevitably, revenues from sales of
coal were lower, and the remuneration based on market
performance was considered inadequate. The prices of
other items can also be the cause of higher or lower in
comes, depending on the industry, for reasons totally in
dependent of the effort and work expended: in regions
whose infrastructures cost more to build, if the products
of the industry are not delivered as efficiently, if a natu
ral monopoly situation exists, or if the equipment is
better because of more recent investments.

Finally, the Yugoslav system began to incline to
wards “market socialism” as early as 1957. The market
was presented as the only means to expand the growth of
the productive forces at one and the same time as self-
managed socialist relations were instituted. While redis
tributive aspects of the plan were mitigated, the autono

mous status of self-managed bodies was strengthened on
the local level. Instead of funnelling profits towards pri
orities through the institution of norms for the disposi
tion of profits, firms were left free to funnel their “net
revenue” (their revenue after the cost of materials and
taxes were paid) towards whichever fund they pleased, in
cluding the “personal income” fund: the separation of
wages and profits was eliminated (since wages were no
longer considered as a cost). What was happening in real
ity, was the rise of a logic of distribution according to
market performance. The richer republics, in turn, tried
to emancipate themselves from the “center’s interference”
in the management of their resources.

By the early 1960s, Yugoslav self-management had
reached a cross-roads: the pressures in favor of an actual
implementation of formally recognized rights were par
ticularly strong because the regime had legitimated all
forms of criticisms of bureaucracy and statism after its
break with Stalin.

One option which existed was the extension of self-
management Self-management was constrained by the
“statist” plan and searching for its own form of “social
justice.” It could have seized hold of the plan, defined its
own priorities and elaborated its own distributive criteria
to promote equality. Local self-managed bodies would
have readily applied these priorities and criteria deter
mined by themselves. A House of Self-Management
(similar to the one proposed by Solidarnosc in Poland)
with jurisdiction over the entire federation could have
subordinated the credit institutions to its will. Planning
could have been democratized also in relation to the vari
ous republics of the federation — by allowing them to
control the common allocation of resources and the com
mon long-term choices, on the basis of mutual advantag
es and consciously accepted solidarity.

Instead, the contrary option was upheld: extending
market mechanisms by dismantling the plan.

In concluding, we should note that the possibility of
experimenting with reforms more thoroughly and dura
bly has depended on eminently political conditions. In
other words, market mechanisms were able to develop
more extensively insofar as the ruling bureaucracy grant
ed the population some decentralized form of freedom of
expression. The Hungarian experience shows this in a
limited way. The dynamic of the Prague Spring is anoth
er illustration of this relation. The Yugoslav case high
lights this point most clearly and enables us to under
stand why today Gorbachev has presumably decided to
give a political dimension, from the outset, to the re
forms he is proposing: it is the precondition to winning
popular support.

The point can be reversed: the bureauctacy can toler
ate a certain extension of local rights without undermin
ing its monopoly over central political power, by ex
tending market mechanisms. Paradoxically, this way of
looking at things contradicts a widespread belief about
the market: in reality, the market has been used to limit
democratization of the system! This is shown even more
starkly by the Yugoslav experience with “market
socialism.” I
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1. The objectives
2. The means

+ abolition of investment funds
+ lighter taxation of firms
+ revamping the banking system
+ price and foreign trade reforms
+ opening the economy to foreign capital

II. Initial socio-economic effects
1. On the relation between self-management,

employment and capital
2. Factors of social disintegration

The Yugoslav example is the only one that allows
us to test the second type of market-oriented reforms,
“market socialism.”

1. Objectives

I. Objective and
institutional means

This is how the 9th Congress of the LCY (League of
Yugoslav Communists) defined them:

“The League of Communists acknowledges that in
contemporary conditions, production for the market is
the only possible form for the rational expansion of
productive forces and an objective precondition required
by the development of self-management and direct so
cialist democracy. This is the reason why it is neces
sary to energetically pursue the reformist orientation
towards a full affirmation of the freest and most devel
oped forms of market-socialist production, while op
posing any subjectivism and any rejection by the state
of its economic laws,”

As Wlodzimierz Brus [2-1975, pp. 62-69] emphasiz
es, it is no longer solely a question of rejecting the hy
perceniralization of planning which would direct itself
more and more towards accumulation: here, the relation
ship of the market and plan are inverted. The functions
of the market are expanding.

In official terminology, the “economy” taken as a
whole (in some way above social categories) was op
posed to the official enemy: the state. It was a question
of recovering from the latter the resources which “right
fully” belonged to the “economy”.

This is how V. Bakaric (one of the main leaders of
the Yugoslav revolution and state) retrospectively de

+ uneven regional development
+ the lure of profit

3. The deepening foreign trade
4. Yugoslav inflation

III. Impact on self-management
+ “Self-managed” workers as wage-earners

IV. De-statization without real
socialization of the means of production

+ Dynamics of private sector
V. The rise of conflicts

+ Student revolt
+ Workers discontent

scribed the spirit in which the reform was undertaken:
“By the 1965 laws the state laid aside certain of

its economic obligations, certain elements of its role
in this area, to transfer them to the economy itself.
The net product was shared between the economy and
the state, on a 70% to 30% basis. The question is be
ing posed today as to whether or not the banks are an
integral part of the economy. If we examine the last
phase of our development, we can see that the right to
our surplus labor and surplus value, was transferred to
the banks which w~ do not tend to consider as self-
managed organisms or as establishments managed by
the direct producers.

However, in the terminology of the economic and so
cial reform, they are elements of the economy, the cru
cial point in this regard being the opposition between
the ‘state’ and ‘non-state’.”

The “non-state” was supposed to manage the econo
my according to “objective” criteria which also trans
cended the differences between social systems: the criteria
of the world market. The point was, according to the for
mula used in particular by Branko Horvat, one of the re
gime’s main economist, to “depoliticize economic
decisions.”

Prices would be those of the world market, and busi
nesses which could not stand such a level of competition
under normal import/export protection, would have to re
organize themselves or close up shop.

2, What were the means of the reform?

a) abolishing investment funds

In the previous sort of economic reform (described in
lecture 2), accumulation was financed through funds sep
arated from the budget. In 1963, these different Social In-

vestment Funds were abolished and the resources trans
ferred to the banks. From then on, the federal central au
thorities (Yugoslavia is a federation of six republics and
two autonomous provinces) coUld only establish funds
earmarked for ald to the least developed regions. Accu
mulation was thus decentralized towards production units
and the banking system. When the fiscal burden of firms
was lightened and the status of banks changed, this pro
cess of dismantling the plan acquired real substance.

b) lighter taxation of firms

The contribution drawn from the revenue of firms
was totally abolished. The tax on the turnover of firms
was shifted from production to retail trade and service
prices.

The share of added-value under the direct responsibili
ty of the firms rose from an average of 47% between
1960 and 1963, to an average of 58% in the second half
of the l960s. Along wit this expanded role of firms in
managing the social surplus came a a new role for
banks. The transformation of the latter was to be one of
the distinctive features of the Reform.

c) revamping the banking system

Until then, banks had been institutions which man
aged social funds under the direct control of the “social-
political communities” (the various levels of govern
ment) and according to the directives of the plan. Repre
sentatives of firms had certainly been able to participate
in the banks’ management teams before the reform. But
the chief criticism concerned the derisory weight which
they possessed compared to politicians.

In the name of fighting barriers between regions,
banks acquired the right to operate over the entire coun
try and were encouraged to fuse.

- Banks could be founded either by individual firms,
or in partnerships with the “social-political communi
ties” (which had at least 25 members in them). An organ
of the state could not, henceforth, found a savings bank
on its own.

- The bank’s management council was supposed to
be the General Meeting where the founding members had
a right to vote in proportion to the funds they had in
vested.

The system was designed to guarantee a majority of
votes for the firms. In practice, there was often an osmo
sis/interchange between the directors of the firms, of the
banks and of the local government. But the logic on
which management was based had been emancipated
from the choices made by the center. This was the main
transformation.

The General Meeting established a “Credit Commit
tee” composed of experts. The director of the bank had
automatic membership on it. It was theoretically an ex
ecutive organ of the General Meeting.

- The most important innovation was undoubtedly
the creation of a “credit fund”. It gathered together the
banks’ resources, constituted by the deposits of the
founding members and by the receipts coming from the
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interest collected on credits. From then on, all these
funds belonged to the bank which tried to get a maxi
mum yield from them through investments.

- The 1965 Law on Banks and Credit was the first
to explicitly authorize a firm to collect income from an
investment in another firm (in other words, originating
in someone else’s labor).

- Credits were granted to firms in return for an inter
est rate with a theoretical ceiling of 8%, which constitut
ed the bank’s income. This income was divided into three
parts according to the decisions of the Meeting of the in
stitution: a) one part returned to the work collective of
the bank employees to cover running costs (operations,
repayment, legal and contractual obligations, personal
incomes). The employees could also increase their partic
ipation in the bank’s funds by saving expected profits on
its management. b) Another part was set aside for the
credit fund; and, finally, c) the rest could be paid out to
the founding members in the form of interest in propor
tion to their investment. These sorts of “dividends” de
pending on the success of the bank’s activity, could ‘mc,
however, be distributed in the form of personal it~.omes.

Pressure mounted in favor of — alon; with resis
tance to, in other quarters — the abolRion of regulations
limiting the liberty to use these “c~ividends” and the pos
sibility for these ‘dividends” to take the form (the con
tent) of real shares. But this reform was never instituted.

The investment criteria also required a change in the
internal pricing system.

d) reforming prices and foreign trade

This reform aimed to adjust domestic prices to inter
national levels, to establish a more “realistic” exchange
rate for the dinar and to lower protectionist tariffs. The
point was to lessen the state’s prerogatives to the advan
tage of firms — the other side of the coin being the lat
ter’s loss of subsidies and protection.

In 1964, real prices rose about 15% in mines and
manufacturing, but around 24% in raw materials, 43% in
agriculture, 21% in construction and housing and 30% in
services.

In 1970, two-thirds of goods were sold at uncon
trolled prices. The inflationist trend which started up in
1965 was to climb far above the “true” prices hoped for.
The question of inflation was to become more and more
an essential part of the economic crisis and remains so to
this day. We shall return to this later.

The devaluation of the dinar (which passed from 750
dinars to the dollar to 1250 dinars or 12.50 new dinars to
the dollar) was supposed to enhance exports and be an
extra step towards convertibility of the dinar.

By late 1971, import quotas and the licensing system
only applied to one fifth of equipment imports, one quar
ter of raw materials and semi-finished goods imported
and 37% of consumer goods.

Foreign currencies were only theoretically available
(on the basis of differentiated quotas according to the
product) to those firms that earned them. In practice a
large part of the reserve-quotas were in circulation. Busi
ness could also acquire the right to directly negotiate for-

Outline
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eign credits on condition that the firm or bank contract
ing an external debt borrowed a maximum of three times
the quantity of hard currency which it had.

Finally, the reform introduced two other measures in
terms of foreign relations: freedom of movement and em
igration (which we shall examine along with the ques
tion of employment) and opening up to foreign capital.

e) opening the economy to foreign capital

This was intended to improve the foreign debt situa
tion, on the one hand through improving the competi
tiveness of Yugoslav products through imports of tech
nology and know-how, and on the other, through finding
sources of investment other than foreign credit. The
same logic is invoked today in thø USSR.

Until 1967. foreign investments as such were illegal.
The laws and constitutional amendments introduced at
this time authorized the formation of joint ventures in
which at least 51% of total funds had to be Yugoslav.
The new legislation heralded a bold overture by compari
son with East European countries — and a desire to pro
tect the coher~nce of the system. (See OECD studies on
foreign investment in Yugoslavia, 1970).

From the standpoint of the Yugoslav system (of its
socio-economic structure and overall orientation) the first
question posed was that of the status of the workers in
the joint ventures. It was always proclaimed that their
rights should not be any different in this type of firm —

and thus that self-management and its principles should
be applied. On a broader level, the joint venture was,
once established, inalienable “social” property — which
left doubts as to what would happen in the case of dura
ble losses, given the difficulty of bankruptcy and the
protection of workers’ wages.

e- But the rules established in minute detail at the
outset were ridden with contradictions — the same that
can be found in the USSR.

Apart from these first types of problems, the Yugo
slav authorities were anxious to see a number of macro
economic imbalances reduced. But encouraging the sort
of production that could be exported to countries with
convertible currencies at a profit, did not coincide with
the interests of those lending the foreign currencies (40%
of the production was to be exported!): would not Yugo
slavia’s new foreign partners now be morp inclined to
look for markets in Yugoslavia and Eastern Europe (with
the aid of the former) than to compete with each other?
For the Yugoslav authorities, the point was to make the
joint ventures attractive to foreign associates — and thus
a source of profit — while at the same time keeping the
bulk of the surplus released inside Yugoslavia... A tax
of 35% was established on profits with an obligation to
reinvest at least 20% of the latter in Yugoslavia — tax
relief measures were envisaged in cases of reinvestment
superior to the latter level or in underdeveloped regions.
The repatriation of profits and invested capital was also
very complex and subordinated to the goal of conserving
hard currency. Could all that really be “attractive”?

II. Initial socio-economic
effects of the reform

1. Self-management, employment and capital:
what sort of intensive development?

The priority given to more intensive development
was bound to affect employment. In reality the result
was a veritable collapse of growth rates, the counterpart
of which was unemployment and massive emigration.

Technological investments translated into a very
strong rise in the “productivity of labor” (measured by
the quantity of output per worker). From a base of 100
in 1961, this had increased to 178.9 in 1971 — the
growth of output having been greater than that of labor.
This proved the case in every sector. (World Bank Re
port, [6-1975], pp. 92-94) But this productivity meant
unemployment.

Parallel to this, the level of fixed assets per worker
grew in every sector — going from around 57 000 dinars
(1966 currency) in 1965 some 80 000 dinars in 1970.
During this second half of the 1960s, each additional job
required an investment three times larger than it had in
the first half of the decade. Between the same dates, one
and a half times more fixed assets became necessary to
achieve each additional unit of output. Thus, in manu
facturing industry, the “productivity of capital” between
1961 and 1971 dropped from 100 to 95 — in construc
tion, from 100 to 68.8; in service industries from 100 to
88 and in agriculture from 100 to 71.

All in all, far from having lowered the costs of in
vestments, far from having made the latter coherent, dec
entralization heightened the “thirst for means of produc
tion” known in hypercentralized systems and the
unemployment of the market economies where the allo
cation of investments is decentralized...

With very sharp regional variations, the number of
those seeking work in 1971 was close to 300 000 (in a
population of around 20 million) — a figure considera
bly slimmed down by the emigration of some 700 000
workers.

However, the specific nature of Yugoslav unemploy
ment should be emphasized: the prevalent social rela
tions in Yugoslav firms dictate that they must extend
their technical capacity while guaranteeing em
ployment levels. As long as this social logic contin
ues, the autonomization of firms will not result in les
sening costs. The latter will prevent a division and
organization of social labor in such a way as to ensure
full employment The guarantee of existing jobs neces
sarily translates into a negative rigidity and growing
costs if the worker who benefits from it does not, at the
same time, receive genuine training and responsibility
for the overall management of the economy: market
pressures put a damper on hiring new workers (so that
the rise of unemployment was due mainly to demo
graphic factors) without quite imposing the acceptance
of lay-off as an individual risk.

There was no capitalistic substitution of capital for
labor as a mechanism for the reconstitution. of profits

through lowering costs, because profit was not the es
sential factor and labor was no longer merely a cost.

This, of course, embodied a social advance. But it
meant that the incentive was inadequate and counterpro
ductive! In other words, competition imposed on self-
managed firms trying to go by micro-economic criteria
of profitability produces, for eminently social reasons,
the opposite result from that desire& a drop in the over
all efficiency of the system and the emergence of social
and economic effects contrary to the initial goal.

We will now see that this was the result in fields
other than employment and productivity.

2. Factors of social dislocation

a) uneven regional development

At the end of the period considered here, underdevel
oped regions accounted for 40% of the country’s area,
35% of its population, but only 21% of its Gross Mate
rial Product.

As decentralization was accentuated, the poor areas
situated with the developed regions were made the re
sponsibility of the latter. Regional aid from the Federa
tion itself was directed primarily to Macedonia, Monte
negro, Bosnia-Herzegovina and Kosovo.

Between 1965 and 1970, despite this ald, the distri
bution of per capita income once again collapsed: at the
turn of the decade, income in the poor regions represent
ed around half that of the rich regions. [World Bank re
port, 1975, Chapter Vifil All regions were subject to the
new mechanisms and criteria for allocation of invest
ments whose general results we have referred to: very
“capitalistic” and more and more costly decisions. But
these general features emerged with even greater force in
the least developed republics: the need for infrastructural
projects along with the location of the most capital-
intensive basic industries in the poor regions enlarged
the share of fixed assets per unit of output even more
than elsewhere.

The large volume of funds needed for the production
of raw materials, the longer delay before theft actual de
velopment, combined with the application of world pric
es to these products, were negative factors in the context
of the new management methods and adversely affected
the creation of basic industries in the poor. regions. The
fact that income earned in these industries was lower
than in those whose prices were free or more protected
— along with the downgrading of manual labor in this
period — led to shortages of labor power in these basic
sectors.

The weaker productivity of the poor regions could
only increase theft disadvantage in the context of a poli
cy of openness to international competition. To top it
off; in the race for hard currency, the developed regions
enjoyed certain natural advantages: the Croatian shore
along the Adriatic sea was well-suited to tourism.

Finally, the archalc agriculture of the mountainous
regions of the South was less than ever capable of bene
fitting. from the opportunity to buy private tractors
provided by the reform.

Demographic problems did the rest: a fertility rate of
around 2.1% would have corresponded to the rate ofpop
ulation renewal that would ensure a stable size on the
long run. In the 1970s, the Yugoslav average rate was
around 2.3% — 3% for the underdeveloped regions as
against 1.9 for the others (and 5.4% for Kosovo in par
ticular).

This meant that even in the context of a policy of
centralized accumulation and redistribution of incomes,
reducing the regional inequalities would be a long and
difficult process. In the context of a system which cut
back transfers and interdependence, it was totally impos
sible. In addition, the effectiveness of these transfers and
aid was closely dependent on theft effect on local em
ployment and traditional agriculture, the productivity of
which was extremely low. The irrational bureaucratic use
of ald in very capitalistic or prestige-oriented invest
ments was a factor which further aggravated nationalistic
retreats and social tensions.

In general, the ald distributed was a breach of the
principles and values of the reform. The irrationaF~, of
its management could only increase the incob ience of
the choices made and the dissatisfaction of ~t concerned.

Li) the lure ef profit

Privileges, abuses and dilapidation of social funds ex
isted before the reform — and are in fact a well-known
aspect of bureaucratic systems. The reform did not elimi
nate but, on the contrary, expanded this type of practice.
It stimulated the lure of profit and accepted — although
not totally — the inequalities produced by market rela
tions (new forms of privilege!). In a capitalist society,
wide income gaps and the concentration of wealth at the
top of the pyramid are without doubt more marked —

because of profits yielded by capital. But the essential
feature of these profits is that they can be reinvested pro
ductively in completely legal fashion. In a society like
Yugoslavia, where no capital market exists, and where
the status of private property remains fragile, the accu
mulation of wealth primarily takes place through various
forms of fraud (even more extensively in the socialized
than the private sector) and results in illegal consump
tion-oriented privileges or activities. Market decentraliza
tion multiplies the possibilities for easy, speculative
profits which rely on a process much wider than the “pri
vatization” of the economy.

e Whether in Poland, Hungary, China today or Yu
goslavia, each wave of decentralizing reform and exten
sion of the market has been, after a relatively short peri
od of implementation, accompanied by campaigns
against “illiqit self-enrichment”.

The part played by demagogy in these campaigns
aimed mainly at diverting popular discontent towards a
few scapegoats, cannot be underestimated. Nor can the
self-enrichment, though. It is generally in the periods
following a partial recentralization that the biggest scan
dals come to light. It will be seen again and again in Yu
goslavia, down to this day, as the press and courts hear
and report denunciations of millionaires and their clubs
— tarnishing along the way the local party and state
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authorities.
The havoc wrought upon hearts and minds — a natu

ral consequence of the needs aroused by the reform — is
even less measurable.

The regime had already begun to downplay its earlier
egalitarian ideals and to treat uranilovka — the levelling
of incomes — with derision, before the reform. The
search for material incentives to enlarge the productive
forces and the drive to strengthen the managerial powers
of the workers councils on a local level had, at a very
early stage, led to praising (much as Gorbachev is doing
today) the distribution of incomes according to market

March 8, 1945: A compromise between the Yugo
slav Communist Party (YCP) and the govern
ment-in-exile officially establishes a coalition
cabinet, but the YCP maintains its army of
800,000 partisans and its people liberation
committees.

October 1945: The last two bourgeois ministers
leave the cabinet. The new state apparatus con
solidates its gains: the means of production and
banks are nationalized, a land reform imple
mented and a de facto monopoly of foreign
trade imposed.

1945-1950: Period of completely centralized plan
ning and collectivization of agriculture on the
Soviet model.

November 29, 1945: Following a referendum on
the issue, the People’s Federative Republic of
Yugoslavia is proclaimed

1948: The Kremlin denounces the “Titoite clique”
and publicly calls on “the healthy forces within
the YCP” to impose a new course. In retalia
tion, Kominform supporters are brutally purged
from the YCP; the overwhelming majority of
the party supports the Yugoslav leadership.
The Kominform then launches a vast purge of
“Titoites” in all Communist Parties of the
worid.

1950: The law on workers self-management is adopt
ed; private property is restored over 80% of cul
tivable land.

1950/1952-1965 In this period, self-management
is introduced and extended to all sectors (includ
ing the service and cultural sectors), but the
state retains control over 70% of investments;
the private sector is confined to agriculture and
the small crafts (see lecture 2 on market re
forms of the first type).

1954: Milovan Djilas is purged.

results and the “quality” of the work performed — a very
vague concept. In the context of the reform, the respon
sibilities of management increased — but to the advan
tage of the leadership teams.

Indeed, is it not “normal” for a director who can take
bold and successful initiatives to pay himself according
to his performance? And for a Mercedes/Benz to be
placed at his disposal by his firm (with all due deference
to this make, people prefer to speak of a “Peugeot
cracy”)? If the production unit is supposed to become a
“collective entrepreneur” under socialism, should the
“narrowly wage-oriented” distribution criteria “according

1955: Soviet Premier Khruschev comes to Yugoslav
ia to seal the reconciliation of the two regimes.

1958: The Seventh Congress of the League of Yugo
slav Communists asserts that self-management
is a universal goal of the socialist revolution,
not just a particular “Yugoslav road to social
ism.”

1965-1971: In this period, the market-oriented eco
nomic reform is implemented most fully: prof
itability is sought through competition be
tween firms and on the world market, prices are
deregulated and the Central Investment Fund is
abolished (see lecture 3 on “market socialism”).

1965: The decentralized economic reform is intro
duced.

1968: Student revolt, workers strikes, very critical
congress of the trade unions; Tito denounces
the development of capitalist relations and con
demns the Soviet intervention in Czechoslo
valda.

1971: Rise of a Croatian nationalist movement

1971 -1980: This is a period of partial recentraliza
tion. Anonymous bank accounts are abolished.
“Self-managed planning” is instituted through
negotiated agreements; large firms are disman
tled into smaller units.

1972: Repression and purges in Croatia; Tito de
nounces millionaires.

1973-1974: Repression is unleashed against the left-
wing review, Praxis, and against the Komin
form ists.

1976: The law on associated labor formally extends
the powers of self-management in the frame
work of a division of firms into small units.

1980-1988: This is the period of growth of the for
eign debt, economic crisis, political standstill
and growing pressure from the International
Monetary Fund.

to one’s work” not be abandoned altogether?
This is an opinion widely held in Yugoslavia; it cor

responds to advocacy of distribution according to market
results. Inside the workplace, it encourages workers to
delegate their powers (provisionally) to experts in finan
cial matters. Outside the workplace, it dismantles the
solidarity between firms. It led the trade-union represen
tatives of the post and telecommunications sector to de
mand “economic prices” — in other words, the raising
of postal tariffs in accordance with a capitalist logic.
This is the language of the reform, its logic and its
point of view based on short-term profitability.

The sectors which have experienced the highest reve
nues have been those which have promoted market rela
tions: financial intermediaries, import-export businesses,
business associations, the oil industry and shipbuilding.

3. The deepening foreign debt

From 1964 to 1971, the Yugoslav foreign debt quad
rupled, jumping from $700 million to $2.7 billion.
90% of this debt — and 95% of the service on this debt
— was owed in convertible foreign currencies. In 1966
prices, this debt represented 14% of Gross Material Pro
duction, and in 1971, close to 30%. [World Bank
Report, 1975]

The regional breakdown of foreign trade figures
shows a decrease in the share conducted with the ?vIEAC
from 36% in 1965 to 25% in 1970. (The MEAC, Mum
al Economic Aid Council, is the body coordinating the
economies of the USSR and other so-called socialist
countries — except China and Albania; Yugoslavia is an
associate, not a full member; trade is carried on mainly
on a bilateral basis, much like barter). On the contrary,
the share of trade with the OECD (which includes the
main developed capitalist countries) climbed from 47%
in 1965 to 62% at the end of the period, Trade with
Third Worid countries remained stationary or tended to
fall off from 15% to 10%.

It was obviously the considerable weight of imports
from the OECD which deepened Yugoslavia’s deficit.

Making the signals given out by worid market prices
rather than domestic prices, the criteria for financial
gain, drove imports up in all fields. And when the Yu
goslav authorities imposed low prices to encourage the
use of domestic energy and raw materials, the decision-
making pattern and the decentralization of resources ear
marked for investment created bottlenecks in the basic
sectors. The high cost and deficiencies of interior trans
port also encouraged imports to the detriment of inter-
regional trade. The very rapid pace of industrialization in
the manufacturing industries — which benefitted from
more advantageous prices and offered quicker profits —

was not accompanied by a corresponding growth of the
necessary infrastructure or use of raw materials. The
main features of this development were therefore imports
and credit extended by their suppliers.

The authorities time and again deplored and de
nounced practices of “unfair competition” between Yu
goslav firms on foreign markets — but was this not the

utterly “normal” behavior called forth by the reform.
The frenzied pursuit of foreign currency — spurred by

the fragility of the dinar and aggravating the crisis of the
latter in the process — increasingly became the driving
force of trade. Quite apart from the goods needed for pro
duction, firms were responding to a demand for imported
consumer goods, sold at a large profit. The exploitation
of price differences and advantages accorded to the export
trade gave rise to numerous abuses. Certain firms report
edly exported their own goods to a fictional contractor
only to reimport them at uncontrolled prices. In 1970,
massive speculation erupted as the rumor of a forthcom
ing devaluation of the dinar spread; this then triggered a
wave of preventive imports.

4. Yugoslav inflation

Horvat [6-1976] emphasizes that on the eve of the re
form, quantitativist theories and monetarist solutions es
poused by the International Monetary Fund (IMF) had a
definite impact in Yugoslavia. Thus, the dominant idea
was that price increases were a reaction of the economy
to the excessive expansion of credit — which expanded
demand and gave rise to inflation.

Quite logically, this understanding led to the formu
lation of an economic policy bent on restraining credit
and the money supply — the alleged causes of the price
increases.

The measures taken fitted into this pattern: consumer
credit was restricted, firms were compelled to use their
savings to finance circulating funds, credits from the na
tional bank to commercial banks were cut back, etc. The
balance sheet was clear-cut: a catastrophe. The growth
rate of the economy plummeted, emigration and unem
ployment shot up, while the reduction of credits and the
money supply failed to stabilize prices.

The studies undertaken by the Belgrade Institute of
Economics show that there was no positive correlation
between the expansion of credit and the price increases
— but rather a slightly negative correlation: the periods
in which the expansion of the money supply was the
greatest were also those in which prices rose the least.
Branko Horvat summed up the findings of the Institute’s
research on the specificity of the Yugoslav price forma
tion system: the sums allocated to depreciation and inter
est on the capital of a firm are fixed costs; wages are re
silient to reduction, like everywhere, but far more
liable to being raised and staying at the high
er level even during phases of depression,
thanks to the self-management system; therefore, taxes
indexed to incomes can also rise automatically, even
during a recession.

The self-managed firm has to pay the personal wages
and taxes (to keep out of trouble) whatever the situation.
In bad times, the firm neither hires new workers nor fires
its existing employees, and production continues. At
that point, stocks financed by profits and credits accumu
late. When these two sources run out, their place is talc-
en by extraordinary commercial credits (in the form of ei
ther reciprocal or compulsory inter-firm credits), and

II: Yugoslavia since the revolution: I
afewkeydates
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eventually by price increases.
The quantitativist causality relationship — according

to which the money supply determines the general level
of prices — is thus no more convincing in Yugoslavia
than elsewhere, at least when the use of credit is spread
ing and the plan falling apart.

In a period when the “wages” of Yugoslav workers
sometimes rose faster than the productivity of labor, the
explanation of inflation by demand has given way to the
so-called “cost” inflation interpretation. Attention fo
cused on the contagious effects of raises first obtained in
high “organic composition” industhes benefitting from
“technological revenues”. A progressive tax had been de
signed to attenuate, if not eliminate, such revenues, not
considered to emanate from labor. When this tax was ab
olished, income disparities widened, and the tendency for
wages in other industhes to try and catch up became the
new “egalitarian” device.

While it is obvious that phenomena of this type did
exist, the direction of the causality is not as clear: did
wage increases provoke price increases or the reverse?

Even a potential positive correlation between wage
and price increases would explain nothing in itself. The
fact that output fails short of the amount of incomes dis
thbuted, may thgger some demand-based inflation — but
this in turn requires an explanation of why adjustments
in production do not take place. The question takes us
back to the analysis of the modes of accumulation in in
dustry and agriculture — in other words to the coherence
of the entire system, not the “purely monetary” phenom
ena.

OEC]) experts see the source of inflation in self-
management itself:

“An institutional system which allows workers’
councils to fix both the sale price of the products and
the level of income distributed to the employees of the
firm constitutes a structural element of inflation,” they
write. [OCDE, Etudes, 1970, p. 53]

Is self-management doomed to immaturity? To tell
the truth, it is once again necessary to ask what condi
tions the choices of incomes and prices in the Yugoslav
institutional framework: the changing cost of living, the
way in which investments are financed, the decisionmaic
ing mechanisms in the allocation of credits and in pro
duction choices, the social and political forces which af
fect the whole process: these are part of a network of
factors which strictly condition the atomized self-
management system (the self-management system in
force in Yugoslavia) and therefore stifle the latter’s entre
preneurial functions and, in any case, reduce its real man
agement powers. This is why any attempt to explain in
flation by self-management really explains nothing.

We must therefore follow through the analysis and
examine the decisionmaking process in the new institu
tional framework, and still further, the very social rela
tions of the system.

To conclude this point on inflation: money was made
“active” by extending not only its volume but also its
functions. This failed to produce the desired coherence.
Inflation appeared when the conditions of accumulation
— including its mode of financing — were transformed:

credit was generalized as a new social relationship be
tween the banks and self-managed firms without the an
ticipated production being coordinated by a plan. Losses,
duplication of effort and excess production capacity pro
liferated without any judgement by the market, without
any socially accepted regulatory mechanism.

In capitalist societies, inflation is already a form of
resistance to the market and to economic crisis — a way
to postpone and shift onto all society the burden of
bankruptcies caused by the verdict of the market. In Yu
goslav society, this is one hundred times more so. The
rejection of market verdicts is made profoundly legiti
mate by the ideology impregnating the system. This is
not merely a matter of “propaganda”: the absence of real
financial risk and the guarantee of employment draw
their strength from the suppression of private property.
This does not immediately or spontaneously endow the
system with a new coherence. But it does call for a lucid
examination of the relations between self-management
and the market: is the latter really the former’s lifeblood?

HI. Impact on self-management?

At the Second Congress of self-managed workers
held in Sarajevo in 1971, V. Bakaric emphasized that be
tween 1961 and 1968, fIrms had paid out more than half
of their business fund as interests on credit. In most
firms, assets were no longer sufficient to cover debts
that had fallen due and interest on loans contracted earli
er. The reproductive potential of the firms, composed of
the business fund and the fund for depreciation, expanded
in absolute value — but shrank in substance and relative
value. From 1964 to 1968 (with the exception of 1966),
investments made by firms out of their own resources
represented a smaller and smaller share of the total sum
for depreciation: about 37% in 1967, 32% in 1968 and
17% in 1969, according to Bakaric’s report in Sarajevo
[6-197 1, p. 102]. There were many instances when wag
es had to paid out of the business and depreciation funds.
In this regard, self-management had already lost some of
its substance.

In the period under review here, “compulsory inter-
firm credit” became a general trend, a characteristic fea
ture reflecting the “cash shortages,” that is, the discre
pancy between material production and financing, trou
bling the entire economy.

“Self-managed” workers as wage-earners

The recourse to strikes, despite the existence of self-
management rights, testifies at the very least that self-
management had gotten bogged down. From 1968 to
1971, social tensions were expressed particularly openly
as strikes were now tolerated.

In practice, the search for professional management
skills overtook political appointments — the technocra
cy replaced the “politocracy”. The Workers General
Meeting lost its powers to the various management bod
ies; in the Workers Councils themselves, the percentage
of workers decreased, from about 76% in 1960 to about

67% in 1970, according to official Yugoslav statistics.
The management teams decided in substance how to

orient accumulation and finance the firm, and then more
or less formally submitted their decisions to the General
Meetings, to which experts also presented a mountain of
technical documents. Self-management was also smoth
ered by real difficulties of institutional and socio
economic origin: Josip Zupanov and several other Yugo
slav sociologists have mentioned in particular “the sea
of rules which imposes an enormous amount of red tape
and raises the operating costs of the economic struc
tures”. Frequent jurisdictional changes, sometimes de
signed to protect self-management, but whose meaning
was not understood by those most affected, did littie to
help. Cultural differences were widely exploited to by
pass actual control by the workers. The size of firms and
and the fusion and take-over processes underway in this
period enhanced the autonomy of the management
teams.

But this rise of technocrats took place in a society
which had enshrined workers rights. Although a large
gap had developed between the law and reality, self-
management did exist, “as a negative.” It limited the
powers of management teams, particularly in matters of
redundancy. Here is what Vladimir Bakaric said about it:
“No workers council would agree to dismiss large num
bers of workers. In other words, no modem technique
could be introduced and put into practice other than at
the cost of new, important investments, far exceeding
the funds available to the firm in question.” [6-1975, p.
81]

The Second Congress of Self-Managed Workers in
1971 made similar remarks:

“In the mining and steel combine at Zenica, the prin
ciple that no worker would be made redundant due to
modernization or the reconstruction of production
workshops or work units was recognized. A system of
life-time training of all those directly involved in pro
duction and of experts was also instituted to ensure the
necessary mobility and a rational division of labor. In
the Bor mining and steel basin, the principle that no
worker would be made redundant due to excess labor
and that an equivalent job would be found for him in
his own workplace or in another, was also given legal
sanction.” [Typewritten document]

These remarks touch on the most sensitive question
of the reforms In Yugoslavia as well as in Eastern Euro
pean countries: the right to work.

As soon as one places the worker at the heart of a so
ciety’s value system, the conditions under which he or
she may be recycled or transferred, become a central po
litical problem. The defense by each individual worker
— or each collective — of the job situation that they
have achieved, is not always rational for society as a
whole. But only two solutions exist: either the conflict
is resolved expeditiously by “the laws of the market,” or
else, mechanisms are found, that can involve those af
fected in the overall problem and arrive at solutions
which do not harm their interests: that is by shortening
and redisthbuting the necessary work time among all,
and by ensuring that transfers or reconversions improve

status and recognized skills and take family obligations
into account — the “additional burden” created by such
procedures would be not only compensated, but out
weighed by people’s enthusiasm for a government that
made the right to work its guiding principle and the
deepening of democracy in production its preferred prob
lem-solving method. We are led once again to the very
core of the argument.

Under the conditions of the Yugoslav reform, there
was no solution to the problems posed, only two con
flicting, contradictory logics: hence the “wage system-
like” relations in the management of investments, that
is, the fact that workers’ rights to self-management could
only be defended by massive resistance to lay-offs and at
tacks on their living standards.

As for the firm managers, it is clear that lacking
“real” ownership of capital and the means of production,
they could hardly implement the capitalist rationality of
maximizing profits and minimizing production costs.
Wasting means of production and financial irresponsibil
ity were not a particular problem for managers whose
position remained insecure. In this respect, there was no
qualitative difference with the position of the bureaucrats
towards the plan, only far more powerful centrifugal
forces.

IV. “De-statization” without real
socialization of the means of

production

Formally, in the period studied here, the “social sec
to?’ continued to expand in the Yugoslav economy at the
expense of the private sector.

But if one wishes to look at the substance of things,
the real trend was towards less control over the economy
(“social property”) both at the macro-economic level and
in the workplace. [See also Brus 2-1975].

An examination of the private sector will provide fur
ther evidence for this negative balance shect.

Dynamic of private sector

The present and future place of the private sector and
its relations with the socialized sector have been the sub
ject of much debate in Yugoslavia. Certain authors, such
as R. Bicanic, consider the controversy which divided the
Bolsheviks at the time of the NEP of little relevance to
the present. Given that the Yugoslav economy and its
socialized sector have attained their present level of de
velopment, the “feeling of insecurity” and the fear of a
revival of relations of exploitation are “difficult to under
stand,” they aver. Theoreticians like Branko Horvat [6-
1969] developed a radically new approach to the prob
lem: in the framework of the decentralized “associative
socialism” model which he advocated, personal labor on
private means of production could be a form of direct
self-management. Thus, he believed that the market and
private property (albeit without wage-exploitative rela
tions) had a future under socialism. In the same vein,
Alexander Bajt, another Yugoslav economist, developed
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the notion of “social property — whether collective or
individual,” a form which existed provided that the pri
vate producer “did not appropriate a larger part of the so
cial product than that issuing from his labor.”

But the prevailing opinion remained suspicious and
pragmatic. The private sector would be allowed to devel
op in those areas where the socialized sector was found
deficient (by lightening taxes on private means of pro
duction). Nevertheless, restrictions remained in place: no
more than 5 wage-earners in one’s employ or 10 hectares
of land in one’s possession. At the same time, the inau
guration of competition between firms in the two sectors
took place after the dismantling of the plan and its redis
tributive functions. Under the circumstances, the reform
caused a radical reversal of the way in which the two sec
tors of production had begun to interact, that is a reversal
of the trend towards increased voluntary cooperation.

In 1964, there were nearly one million three hundred
thousand members of cooperatives. In 1971, there were
hardly more than 860 000. The drastic reduction of the
subsidies granted to the socialized sector (in its entirety)
was certainly the chief cause of this turn-around. But this
is not all there is to it.

There was also undoubtedly a negative feeling about
the administration’s suspicion of, and general relations
with individual peasants in the cooperatives. This ex
plains the fragility of earlier advances towards coopera
tion. The peasants had directly experienced too many
broken contractual obligations and suffered too often
from an unequal balance of power, conflicts over the dis
tribution of revenues earned jointly, and defeats in their
attempts at self-management. In effect, they could only
cast an indicative vote in decisions concerning their
cooperatives and had no representatives as such.

These problems having been noted, it was not indif
ferent for the future direction of agriculture whether the
focus of criticism and the key to the recovery effort
would revolve around greater democracy and respect for
the peasants within the cooperatives, or whether it was
necessary to encourage the private sector to seek greater
autonomy and spur it to compete more vigorously with
a dismantled social sector. Whether or not this was the
intended result, the policy of the reform actually pushed
the peasants towards a retreat into individual solutions.

The incentive to cooperate was considerably reduced
when private peasants perceived possibilities of improv
ing their social position by making use of the margins
of individual development still opened to them. The
trend was all the greater in that the peasants felt their
status was not stabilized, defined and recognized.

Joining the socialized sector became less attractive
because the latter’s position was deteriorating rapidly.

For a while at first, rising agricultural prices favoured
agriculture as a whole in relation to industry: the reform
had planned increases of 35%. In the first two years of
its application, the rise was of the order of 66% (as
against 28% in manufacturing industry and 59% in retail
trade). But at the same time, the system reduced subsid
ies to agriculture to the lowest level in Europe. Federal
funds for the financing of investments were also drasti
cally reduced, in the general spirit of the reform. Very
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rapidly, the rise in industrial prices tended to catch up
with that of agricultural prices and made inputs more ex
pensive at a time when credits were also more expen
sive. Losses increased.

The fact is that, under the constraint of market prices
and new methods of financing investments, state com
bines and farms reduced their consumption of fertilizer
by a third, the number of employees by half (particularly
skilled personnel who were more expensive to hire), and
the number of tractors and heads of livestock by about
the same proportion: a fair proportion of these were re
sold to the private sector (whence the absolute fall in the
number of tractors in the socialized sector). In the con
text of this general movement, cooperatives became less
attractive and individually-owned tractors more competi
tive. The number of cooperatives was cut by half.

V. The rise of conflicts 1968-1971

By 1971, the rise of workers strikes combined with
the movement of the students and left intelligentsia of
1968, directed at once against the market-oriented reform
and the bureaucracy (see the two articles written at the
time below), and the growth of nationalistic tensions
caused a new institutional turn. The extension of market
mechanisms was called to a sudden halt. But the disman
tling of the system and of the various forms of solidarity
which had existed, had reached the point of no-return.
Two articles of that period give a good picture of the sit-
uation.

The student revolt

“Here are ‘their’ demands as they were published in
Student, the official journal of the students:

‘Political action program

To bring about a most rapid and efficient solution to
the fundamental problems of our socialist society and
self-managed community of one people and several
equal and five nations, we feel it necessary:

I-
1. To adopt measures that will rapidly reduce the

great social inequality in our community. To this end,
we ask that the socialist principle of distribution ac
cording to one’s work be applied systematically; that
the criteria used to determine personal incomes be de
fined clearly and precisely; that a minimum income
and a maximum income be instituted; that differences
in personal income based on non-socialist, privileged
positions connected to the monopoly exercise of pow
er, be abolished. Actions must be undertaken against
the accumulation, in non-socialist fashion, of private
property. We call for the immediate nationalization of
unjustly acquired property. The privileges of our socie
ty must be liquidated. Excessively high incomes must
be taxed progressively.

2. To resolve the problem of employment rapidly
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and genuinely, a long-term perspective for the develop
ment of our economy must be adopted, based on the
right to work throughout the country. An investment
policy allowing for full employment and the improve
ment of the material and cultural conditions of our
people must be adopted. The hiring of young skilled
workers must be made possible and therefore overtime
and volunteer work must be reduced to a minimum or
banned. Vacant positions must be filled by those who
have the necessary skills.

3. Measures must be implemented to rapidly insti
tute self-management throughout our society and de
stroy the bureaucratic forces which have fettered the de
velopment of our community.

We must systematically develop self-management,
not only in the workplace, but at all levels, from com
munal to federal, so that the producers can exercise real
control over the organs of production. The key to the
development of genuine self-management is the ability
of workers to make the decisions about working condi
tions and the distribution of surplus-value completely
independently.

All self-management bodies must be responsible for
the fulfillment of these tasks and socially responsible
if they fail to achieve them. Personal responsibility
must be given its rightful importance.

4. In parallel with the self-management bodies, all
social and political organizations, particularly the
League of Communists, must be democratized. In par
ticular, a fundamental democratization of the means of
public expression must be accomplished. Finally, de
mocratization must make it possible for all rights and
freedoms recognized by the Constitution to take effect

5. An immediate halt must be called to all attempts
to break social property down into private property,
Attempts to transform individual labor into individual
or group capital must be stopped. Legal measures to
decisively eliminate such tendencies must be taken.

6. Real estate law must be amended immediately to
prevent speculation on social or private property.

7. The commercialization of culture must be rendered
impossible and the opportunity for creative cultural ac
tivity opened to all.

II.
1. The educational system must be reformed immedi

ately to answer the needs for economic and cultural de
velopment and the development of self-management.

2. The right of all young people to equal educational
conditions must be guaranteed by the Constitution.

3. University autonomy must be inscribed in law’.”
[Trans. from the French—R. Plomenie, “La révolte

des 6tudiants en juin a Belgrade,” Quatridme Jnternatio
nale, 26ème année, n°34, November 1968, p. 38.]

Workers discontent

“Apart from the information which has been pub
lished on the students’ revolt in Belgrade, there has
been an almost complete silence on the subject of the
trade-union congress which met from June 26 to 29,
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1968. However, this Sixth Congress of the Confedera
tion of Trade Unions of Yugoslavia (CTUY) was the
arena for an explosion of workers’ discontent which
surpassed the anger of the students in size and social
importance.

For four days, speakers from different industrial sec
tors and regions of Yugoslavia spoke from the podium
one after another, and criticized, in often brutal terms,
the consequences of the “economic reform.” The work
er Milos Kicovic, speaking in the name of the metal-
workers of Skopje, Ljubjana and Zagreb, protested:
‘We have had enough of socialism on paper!’ and called
on the trade unions to defend the just material demands
of the workers. On the eve of the congress, Borba pub
lished a letter from a metalworker containing very
sharp criticisms of the government’s policy. ‘We
should recognize,’ he wrote, ‘that now, when workers
self-management is fairly developed in our country, it
has produced a pauperization of the working class; this
refers to the producers. And while the latter have to
fight for their elementary rights, others get richer.
Those who possess houses, villas and cars can take
holidays overseas or go on excursions. This is why it
is no surpiise that the trade union is slowly dying
off... I condemn the trade union because it has allowed
the income of a metalworker to become hardly enough
to live on. Our workers either move abroad or become
unemployed here. It is the higher organs of the state
who are to blame. We have given them their high in
comes and their villas. We squabble with each other in
the factory, but our money is going elsewhere. The
trade union should defend the interests of the workers
and not those of the government.’ (Borba, June 1,
1968)

So powerful was the discontent expressed at the con
gress of the CTUY that Tito repeated the same maneu
ver that he had already tried at the time of the student
revolt. He took the stand at the Congress and gave a
strong indictment of the negative consequences of the
‘economic reform’.”

[Trans. from the French—X.Y.Z., “Le mécontente
ment des ouvriers yougoslaves,” Quatriéme Internatio
nale, 2leme année, n°38, juillet 1969, p. 32.]

(We cannot deal here with the new institutional com
promises of the subsequent period. For an overview see
the chronology p. 32, and chapter IV (1971-1987) of:
Samary [6-1988]. See also: Jovanov [6-1979] and arti
cles by M. Lee and C. Verla in bibliography, part 6.)
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Distinguishing two debates:

I. Is the market socially neutral?
a) the contending positions
b) the lessons of experience

The experience of the NEP
Experience since the NEP

Outline

II. The question of the “economic laws”
of the post-capitalist transition

a) Bukharin: the law of value as the exclusive regulator
b) Preobrazhensky: the two antagonistic laws at work

1. Historical character of the law of value
2. Conflictive relations with world market

The current demand for transparency about the present
and future of the USSR has led quite naturally to a call
for a review of its past, notably the events surrounding
the rise of Stalin. Each current interprets the 1920s, not
ably the discontinuing of the NET’, in light of its own
views on the future and its own balance sheet of Stalin
ism. History has become a political issue. But
Stalinism muddied the record to cover up its tracks.

Distinguishing two debates

That is why, if one is to avoid confusion, it is now
essential to unravel two separate issues: on the one hand,
the question of the timing and method by which the
NEP was ended; on the other, the nature and extent of
the real conflicts and contradictions which the NEP
a

For it is possible to believe, along with Trotsky and
the Left Opposition (see appendix p. 49) that both indus
thalization “at a snails pace”, as advocated by Bukharin,
and the policy of forced collectivization and frenzied in
dustrialization decreed by Stalin were mistakes. One can
feel that Bukharin had a certain feel for the peasant ques
tion, and more generally for the need to marshall all ex
isting know-how, while Preobrazhensky displayed a cer
tain “objectivism”. This inclination towards
“objectivism” is perhaps part of the explanation of why
Preobrazhensky ultimately endorsed the industrialization
imposed by Stalin. In other words, simply stating that
one agrees with “Bukharin’s ideas” or with those of his
opponent, mixes up two different questions, two aspects

3. The goal of transformation
4. The hypothesisis of a “socialist law of

primitve accumulatin”

III. Updating the debate
a) Pieobrazhensky’s historical approach
b) the question of the socialist law of primitive aceumu
lation

Appendixes:

The Left Opposition and the peasantry
(extracts from the Platform of 1927)

Moshe Lewin on the grain crisis
Moshe Lewin on the “tight” wing

and two periods of Stalinist policy. Jt is more profitable
to explain exactly to which issue one is referring.

In our opinion, there is no doubt that the way in
which the NEP was interrupted, has had lasting negative
consequences on Soviet society. Neither forced collectiv
ization, nor the “physical liquidation of the kulaks as a
class,” nor the pace and unbalanced options associated
with industrialization were fatal and acceptable policies.
Our criticism on this score is thorough-going. But it
does not lead us to dodge another necessary debate which
is the one that concerns us here: what was the NEP sup
posed to achieve? What could it achieve? And more gen
erally what is the role of market relations in the
building of socialism?

Our purpose here is not to make a systematic analy
sis of these debates. (See selected works on the Soviet
1920s debates in the bibliography). Moreover, once
Stalin had imposed forced collectivization and industrial
ization, the contending positions shifted fundamentally
in relation to each other: the criticisms levelled by Buk
harm at that point were quite close, in many respects, to
those put forward by the Left Opposition (which, by
that time, Preobrazhensky had left).

Whatever our disagreements with Preobrazhensky and
Bukharin, we cannot but note with admiration the high
quality of the debates which they initiated, without the
benefit of hindsight, in the early 1920s. The practical
and theoretical questions which they raised then are still
at the core of the problems facing all post-capitalist so
cieties. These debates must be retrieved and brought up
to date, beginning with a direct return to the true

thought of the theoreticians involved — dismissing,
therefore, the caricatures of their positions bequeathed by
Stalin.

We shall focus here on the two questions outlined
above: first, what social differentiations occur when the
market is extended, and second, the theoretical debate
about the economic laws governing the transition to so
cialism.

I. Is the market “socially neutral”?

The phrase “socially neutral” refers to the notion that
the market is a mechanism usable interchangeably in so
cieties of different class nature. If true, this would imply
that the market, in of itself, does not foster any specific
social relations.

How did Preobrazhensky and Bulcharin differ on this
issue?

Bukharin

a) the contending positions

Bukharin, like Preobrazhensky, was both a revolu
tionary and a Marxist theoretician. But unlike the latter,
he held that the overthrow of the bourgeois state
sufficed to insure the superiority of “social
ist” industry in its competition with the private sec
tor. This being the ease, the market should be treated as
an instrument that allowed “equal” exchanges to take
place between the state sector and private producers; the
operation of the market in this framework would en
hance cooperation and therefore move society forward to
wards a socialist transformation. In this framework, the
slogan put forward by the Bukharinists (the call on the
kulaks to “enrich themselves”) was intended to stabilize
the “worker-peasant bloc,” and even to bring about a de
cline of social conflicts.

“We will not reach socialism directly through the
process of production; we will reach it through ex
change, through cooperation.” (“A New Revelation on
the Soviet Economy or How to Sink the Worker-
Peasant Bloc,” first published in Bolshevik, Moscow,
December 10, 1924.— Trans. from the French, Bouk
harine 1972, p. 189.)

In this article, Bukharin waxes ironic about Preobra
zhensky’s “uncertainties”: for although the latter believed
that cooperation could lead to the socialization of agri
culture, he held that this was only one — the most posi
tive — of several possible directions of the evolution of
cooperation. Bukharin, on the other hand, believed this
direction of evolution was guaranteed.

“Indeed, we are not evolving towards the consolida
tion of class relations, but towards their elimination.
And the more rapidly accumulation takes place in the
socialist economic environment and in its periphery
undergoing socialization, the more the opposition be
tween the proletariat and peasantry will diminish.”
(Idem, p. 186)

This particular dynamic stood in contrast to what

happened under capitalism, he argued, since in the latter
situation, the integration of petty commodity production
into the capitalist system sharpened the antagonisms be
tween the interests of the bourgeoisie (the ruling class)
and the small peasants.

Bukharin interpreted Preobrazhensky’s doubts as a
misplaced distrust of the peasantry, indicative of his
“anti-peasant deviations.” (We should note that Bukharin
did not fear to use the sort of polemical style which later
became notorious).

“What strikes one here, is Preobrazhensky’s unpreten
tiousness; he does not polemicize with Lenin ... he
merely asserts that one cannot make a theoretical anal
ysis of something which does not yet exist, of what is
called upon to rise According to Preobrazhen
sky,” Bukharin continues, “the evolution of the peas
ant economy can go in three directions:

1. petty production remains petty production;
2. petty production, through capitalist cooperation,

becomes capitalist;
3. petty production becomes cooperative through a

still unknown socialist path, of which agricultural car
tels and communes are the first stages.” (Id., p. 189)

And Bukharin comments:
“...Preobrazhensky does not understand the specific

character of the paths available to the proletarian dictat
orship. He imagines that the laws of evolution of the
rural economy have remained the same under the rule
of the proletariat as they were under capitalism
While under bourgeois rule the cooperative organiza
tions of the peasant masses were integrated inevitably
into capitalism, this will no longer be the ease under
the proletariat, with its proletarian ideology, banks,
credit and organizers.” (Ibid.)

Preobrazhensky

So, Preobrazhensky had doubts about the direction of
evolution, as stated by Bukharin. One of the reasons was
that he did not believe the superiority of so-called social
ist industry (the state sector) was assured from the outset
of the transition (we shall return to this point). He be
lieved that social differentiation would inevitably grow
in the countryside itself along with the extension of mar
ket relations. He had foreseen the rise of social conflicts
so clearly that he wrote a small work of anticipation
about it, entitled From NEP to Socialism. Its script in
volved the market breeding a new layer of “Nepmen”
who then turned on the workers state and attempted to
strangle it. More fundamentally, the author of The New
Economics identified the contours of potential conflict
areas with the rich peasants: on the one hand, in rela
tions with the worid market; and on the other, as a result
of the inadequacy of industhalization and its inability to
satisfy the needs of agriculture.

The first point was connected with the overall need to
supply goods for export (mainly agricultural goods) to
pay for the equipment necessary to industrialize the
country. The state monopoly imposed low prices on the
peasants, so that they were less favored than if they
could have freely sold their goods on the worid market.

Lrcturc 4
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Nikolai Ivanovich Bukharin

Bukharin was born in Moscow in 1888, into a mod
est teaching family. He joined the Russian Social-
Democratic Labor Party in 1906, siding with the
Bolsheviks. Deported to Siberia in 1910 for his activi- ~
ties in the Moscow region, he escaped in 1911.

During his years of exile (1911-1917), he followed
the life of the international socialist movement, studied
economics and wrote for the Bolshevik press. After the
outbreak of World War One, he published a study on im
perialism and an article on the need for a rapid withering
away of the proletarian state. He briefly collaborated
with Trotsky in publishing the review Novy Mir in New
York in the winter 1916-17.

Returning to Russia after the February revolution, he
was elected to the Central Committee of the Bolshevik ~
Party in August 1917. He was in the leadership of the
Moscow party during the October 1917 insurrection. His
position on the 1918 Brest-Litovsk Treaty was rejected
but he was elected to the Politburo in 1919. Tn 1920
as part of the collective leadership of the party, he
argued for a position on the trade-union question which ~
received a minority of votes. He was, at that point, a
leader of the “Left Communist” faction. After emerging
as one of the theoreticians of the centralized command
economy of “war communism,” he approved the launch
ing of the NEP (New Economic Policy) in 1921, but was
not reelected to the Politburo.

He was only reelected to the Politburo in 1924, after.
Lenin’s death, when he began advocating the steadfast’
pursuit of the NEP. Tn that capacity, he attacked the op
position of “the 43,” founded in 1923. which urged that
industrialization begin; later, when Zinoviev and Kame
nev joined forces with Trotsky, in the United Opposi- ~
tion (1925-26), Bukharin allied with Stalin. As editor of i~
Pravda and The Great Soviet Encyclopaedia, and chair-
person of the Conununist International, he argued that ~
the NEP was the preferred road for the transition to so
cialism which he believed could be achieved “in one:
country.”

Nevertheless, by 1927, he had recognized the need
for some measures of collectivization and industrializa
tion. His break with Stalin in 1928-29 therefore coh-’
cemed the scope, methods and consequences for the fu-’
ture, of such measures. After a brief attempt at a
rapprochement with the former United Opposition, he,
Rykov and Tomsky, argued for a position which became
known as the “right opposition.”

Defeated by the Stalinist apparatus, he accepted to
“recognize his mistakes” in 1929. He then became Stal
in’s hostage in a variety of official positions (Director~
of the Institute for the History of Science and Technolo
gy, editor of Izvestia, writer of the Soviet Constitution
of 1936). By 1934, Stalin began to fear that he might
serve as a rallying point for discontent.

Bukharin was arrested in 1937 and judged in the third
great Moscow trial. His defense sought to ridicule the
prosecutor, Vishinsky, by admitting to the most “mon
stnious” crimes while denying the concrete charges. He ~
was executed March 15, 1938.

Main works:
1915 Imperialism and the World Economy
1919 The ABC of Communism
1920 The Economy of the Transitional Period
1921 The Theory of Historical Materialism
1925 Imperialism and the Accumulation of Capital

The Road to Socialism and the Workers and Peas-
ants Alliance

1928 Draft Program of the Communist International ‘~

(Vith Congress)

3
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Generally, Preobrazhensky stressed that any boundaries
set on capitalist accumulation would be a source often
sion.

The second point concerned the general state of the
country. Preobrazhensky believed that it was naive to
hope to build a stable alliance with the rich peasantry:
increasing agricultural prices conflicted with the social
goals of the regime (improving the workers’ standard of
living) and the state itself was not yet ready to supply
the farmers with what they wanted: equipment, infra
structures, fertilizers, skilled personnel capable of
bringing about improvement in the productivity of ag
riculture and the standard of living of the countryside.

“But the dictatorship of the proletariat could be
placed in jeopardy not only insofar as we do not suc
ceed to live ‘on good terms’ with the peasantry be
cause of mistakes in our policy on relations with the
countryside, but because our economic base will de
velop slower than the capitalist offsprings of our
economy bred by the market economy.” (From NEP
to Socialism, first published Moscow 1926-1927. —

Trans from the French, Preobrajensky 1966, p. 328.)
Preobrazhensky therefore felt that it was indispensa

ble to assign top priority to the industhalization of the
country by skimming some of the income off the rich
private agricultural sector — and providing it, in ex
change, with the equipment, electrification, transport
networks, etc, which it needed. He believed that the tax
policy should make a clear-cut distinction in favor of
the poor peasant who produced no surplus and whom
the state should assist. This does not mean, as suggest
ed by the caricature of this debate, that Preobrazhensky
advocated imposing a rise of industrial prices on agri
culture that would have smothered its elan — let alone
that he favored accumulation at the expense of the stan
dard of living of the population.

“My real opinion on this question can be summar
ized as follows. A just price-setting policy for prod
ucts of state industry should try and meet the follow
ing three goals: it should provide accumulation for
the enlarged reproduction and renewed technical outfit
ting of industry, it should raise wages, and it should
reduce prices. Can these three goals be achieved si
multaneously’ They can. A contradiction would
arise only if the economy remained in a stable condi
tion, if the volume of incomes, both those of the
statp and peasant sectors, remained in a stable situa
tion. Only then, would accumulation be possible
only at the expense of a cut in wages or a reduction of
prices .... But with an increase in the productivity of
labor, the three-fold problem can be resolved simulta
neously Apportioning the benefits of productivi
ty gains among these goals does not just depend on
an increase in production and the productivity of la
bor, but also appears to be itself the indispensable
condition of such an increase.” (Idem p. 332-333)

It is clear from this quote that the real debate re
volved in the first place around the search for productiv
ity gains through a better organization of work; and in
the second place, around the search for the optimum
level of accumulation — not the maximum, as the
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Stalinist industrialization policy later chose to present
things — for the possibility of achieving produc
tivity gains depends on raising the standard
of living of the people, as Preobrazhensky stressed in
this article.

One of the obstacles to achieving this optimum rate,
the author wrote, is the fact that private trade is still in
the hands of the private sector. As a result, in a situation
of relative shortage, the latter could use the lowering of
industrial prices for accumulation in its own sector —

rather than to lower the prices paid by the consumers.

The experience of the NEP

Moshe Lewin’s book, The Making of the Soviet
System, gives a very precise account of this period of
Soviet history. He demonstrates quite effectively that
Stalinist policy was not a pre-determined project, but a
bureaucratic response to the buildup of prob
lems and tensions. His study reestablishes the historical
truth in exposing the inaccuracy of Stalinist claims that
the repression meted out at that time was directed exclu
sively against “kulaks”. Stalin’s distortions aside, the
NEP did generate genuine problems. Moshe Lewin
shows that real social differentiation had taken place in
the countryside — but, in his opinion, rather between
the poor and middIe peasants, than between the latter and
the kulaks who had basically disappeared. He emphasizes
the chain of political mistakes which led to a more and
more dramatic situation, culminating in the cessation of
wheat deliveries and food shortages in the cities which
threatened to strangle the regime. In this context, Stal
in’s policy appears as a blind forward plunge, over a wall
erected by his own methods. Lewin’s book does not deal
specifically with the criticisms of Stalin made by either
the Left Opposition or the so-called “Right” wing —

which remained a loose current. But he carefully men
tions the policy advocated by the Bukharinists — as
well as their illusions that their price policy could solve
the problems of relation with the peasants.

(See extracts of Lewin’s presentation of the issue in
the appendix to this chapter, 49-51).

Experience since the NEP

Other experiences since the NEP make a more pre
cise balance sheet possible. The market-oriented reforms
of planning in Yugoslavia, Hungary and China had defi
nite positive — albeit short-run and contradictory — ef
fects. We have examined the sort of conflicts and issues
they generated in the previous lectures.

Stalinist charges of “capitalist roader” directed at re
formers, make it particularly important to distinguish
the rise of social tensions as a result of the extension of
market mechanisms from the actual restoration of capi
talism. The Stalinists’ Manichean view has left deep
marks; in reality, though, everything cannot be reduced
to the bourgeois versus proletarian opposition. Between
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social tensions and even antagonisms within the
previously existing system, and the restoration of capi
talism, there is a major gap, but also — let us not be
naive in the name of rejecting caricatures — some rather
sturdy bridges. A clear grasp of the distinction requires a
very concrete analysis of the context and unfolding pro
cess, Previous experience with reforms shows that a sec
tion of the bureaucratic apparatus reacts to the social ten
sions created by the reforms long before the threshold of
a qualitative change to capitalist restoration has been
reached. But this apparatus itself is criss-crossed by res
torationist tendencies — particularly if the political sys
tem does not allow such tendencies to express them
selves elsewhere. The Yugoslav example shows that
social disintegration can reach a critical point

Moreover, the tensions and differentiations do not
take place only between the private sector and state
sector. They affect the entire social organism in each one
of its parts. We already mentioned the need to look be
yond the formal juridical status and uncover the relations
of private appropriation existing within “social proper
ty,” the horizontal inequalities and vertical differentia
tions created by the market within self-managed
firms, processes which developed quite extensively in the

Evgeny Alexeievich Preobrazhensky 1
~

I Preobrazhensky was born in 1886 and joined theRussian Social-Democratic Labor Party in 1903, siding
$1 with the Bolshevik faction. He attended a technical
~ college and organized for the party in the Ural region.
a He led the party in this region during the October revo
~ lution. He was elected to the Central Committee in

1 1917, and given military assignments on the Southern
te front during the civil war. In 1920, he became secre

tary of the Central Committee.
~ Together with Bukharin, he wrote The ABC of
i~ Communism (1919) and participated in the Moscow

group which published the review Komunist (in which
the “Left Communists” of the 1918-1920 period were
influential). He then began to study the theoretical and

~ practical problems posed by the NEP: From the NEP to
!~ Socialism (1922) and The Fundamental Law of Socialist
ij Accumulation (1924).
~ His investigations led him to support the proposals

of the Left Opposition, which had integrated many of
~ the theses of his major work The New Economics
~ (1924). Having been removed from any active assign
i~ ment, he undertook a series of economic studies which
j supported his calls for a policy of planning, collectivi

zation and industrialization. He was expelled from the
I~ party in 1927, as part of the purge of the Left Opposi

tionists.
In 1928, it seemed that Stalin, in opposing Buk

~ harm, had endorsed and begun to implement some of
~ Preobrazhensky’s proposals. The latter therefore argued

that Oppositionists should support Stalin’s course. But
Stalin demanded a complete political renunciation as
the price for peace. Preobrazhensky accepted these con

~ ditions in 1929 and was reintegrated. He was subse
quently re-expelled in 1931, readmitted in 1934, ex

~ pelled a third time and arrested in 1935. He disappeared
in prison in 1937.

b) The lessons of experience
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Lev Davidovich Trotsky.

Trotsky was born in 1879, at Yanovka, near Odes
sa. His father was a well-to-do farmer. Trotsky joined a
revolutionary circle in 1896 and became a Marxist. De
ported to Siberia in 1898, he managed to escape and
joined Lenin abroad, in 1902, to work on Iskra . After
the attempt to reorganize the Russian Social-
Democratic Labor Party failed, at the Second Congress
of 1903, Trotsky steered a course between the Bolshe
viks and Mensheviks.

During the revolution of 1905. he was elected
chairperson of the Petrograd Soviet, then exiled to Si
beria. He escaped again and was active in the socialist
movement in Europe. During World War One, in Paris,
then New York, he opposed the chauvinist pro-war pol
icy of the mainstream socialists.

Back in Russia in 1917, he joined the Bolshevik
Party, was elected to its Central Committee and to the
leadership of the Petrograd soviet, from which post he
organized the October insurrection. As a member of the
Politburo, he was assigned, among others to lead So
viet diplomacy, organize the Red Army, and lead the
Communist International.

He was in favor of the launching of the NEP in
1920-21, as a pause, but began arguing that limits
should be set on it, and the plan strengthened from
1922 onwards. In 1923, he rounded these demands out
with a call for democracy in the party and the soviets
and joined the opposition of “the 43.”

In 1925-26, he drew closer to Zinoviev and Kame
nev to organize a joint struggle against what they de
scribed as Bukharir’s “neo-NEP.” This United Opposi
tion launched an organized fight on a broad scale
which culminated in the circulation of the Platform of
the Left Opposition in 1927, despite a ban by the par
ty leadership. The platform proposed to tax the kulaks,
help the poor peasants, mainly through cooperatives,
and expand industrial production.

This action led to Trotsky’s expulsion from the par
ty and his exile to Alma-Ata in 1928. Unlike Preobra
zhensky. he considered that Stalin’s sudden forced col
lectivization and first five-year plan with its emphasis
on heavy industry, did not justify a suspension of op
positional efforts. He was therefore deported from the
USSR. He continued to lead the Russian Left Opposi
tion from exile, carefully following the evolution of
the Soviet economy; when the Moscow trials were
held, he dedicated considerable efforts to disproving
the accusations of the prosecution before an Interna
tional Commission of Inquiry headed by the humanist
philosopher John Dewey. At the same time, he strove
to build a new revolutionary International. He was as
sassinated by an agent of Stalin in August 1940.

Main works by Trotsky on the USSR

1921 The New Stage
1923 The New Course
1925 Towards Capitalism or Socialism?
1927 Platform of the Left Opposition
1927-1928 The Stalin School of Falsification
1931-1933 History of the Russian Revolution
1932 The Soviet Economy in Danger
1933 The Class Nature of the Soviet State
1935 The Workers State, Thermidor

and Bonapartism
1936 The Revolution Betrayed
1939 The USSR in War

Again and Once More Again on
the Nature of the USSR

1940 Letter to the Workers of the USSR

Yugoslav reforms for instance.

~ Finally, it has become clear that a complex analysis
is needed to determine the exact role and direction of evo

‘~ lution of petty commodity production. Bukharin
was right to emphasize that the sector of private petty
production could be socialized through the extension of
cooperatives. We can also note now that the weight
of petty production will probably last longer than fore
seen in Marx’s writings. This is true both in capitalist
and post-capitalist society: certain sub-contracted servic
es and the production of certain goods are probably better

~ handled by artisanal or small-scale units than by the pro
~ totype of large-scale socialized industry, and wiiproba
~ bly remain so for some time. (Alec Nove emphasizes

quite properly the fact that bigness does not always yield
economies of scale.) But this does not prejudge of the
property forms.

On the other hand, there is not one and only one p05-
sible dynamic for the private sector. In particular, the

~ elimination of bourgeois rule alone — possibly even

m with the elimination of the ability to hire wage-earners
— cannot guarantee a positive dynamic. In this respect,

~ Preobrazhensky was right to voice his doubts. One ten
~ dency that can arise is for the private units to retreat into

self-sufficiency; another is for them to seek to) accumu

~ late at the expense of the state sector; finally, they can
~ advance towards socialization through cooperation and

new forms of the division of labor. The Yugoslav

A few turning points of

• October 1917-June 1918
private industry under workers control

tolerated by the Soviets

October 1917: the Bolsheviks hand over power to
the Soviets; private ownership of large estates is abo
lished and their land is distributed to the peasants; the
government tries to get private firms to reshme produc
tion under workers control.

December 1917: nationalization of the banks
April 1918: establishment of a state monopoly of

foreign trade

June 1918-early 1921
• “war communism”

Faced with the non-cooperation of factory owners
and the demands of workers, the government proceeds
to nationalize industrial firms. To meet the needs of
the civil war, economic decisions are taken by central
offices and the military administration; harvests are re
quisitioned and rationing is instituted; production is
encouraged by political mobilization, the exaltation of
egalitarianism and coercion.

1921-19 23
the NEP accepted by the entire

Bolshevik Politburo
The civil war, the blockade of Soviei ports and war

communism had led to a &astic fall of agricultural and
industrial output and to famine. The Soviet military

experience has shown that the very same juridical prop
erty relations on the land (with 15% in the hands of the
state and 85% in private hands) can produce opposite
overall dynamics: Yugoslav agriculture evolved to
wards cooperation between 1955 and 1964, and to
wards increased real privatization later. The fun
damental difference was the qualitatively greater scope of
market relations thanks to the dismantling of the plan in
the latter period, combined, of course, with increasing
bureaucratization.

e Neither in Hungary, China or Yugoslavia does
the balance sheet show a clear-cut trend in one or the
other direction. It is sometimes difficult to draw out the
main lessons because the bureaucratic methods
employed in relations with the private sector
are one of the factors that generate non-cooperation, re
treat and speculation. Nevertheless, all the experiences
speak loudly against naively downplaying the corrosive
effects of the profit motive and private appropriation on
human psychological and moral relations.

Now, if the market is not socially “neutral,” should
one accept to be ruled by its laws? And if not, is the
only alternative to accept the arbitrary dictates of a
bureaucracy?

victory offers the opportunity for a turn. A New Economic
Policy (NEP) is discussed in late 1920 and introduced in
1921. It abolishes requisitions, lightens the taxation of
the whole peasantry, authorizes a certain amount of trade
of private goods and seeks foreign investments.

At the same time, structures are established to prepare
advances wherever the situation makes them possible: an
electrification plan is studied and the State Planning Com
mission (Gosplan) is created in February 1921, at first,
with only limited powers. Despite the famine of 1922-
1923, the economy begins to revitalize.

1924- 1927
the extended NEP or “neo-NEP”

and the “scissors crisis”

Beginning in late 1923, the growth of the manufactur
ing industry begins to lag behind the growth of agricul
ture. Trotsky dubs the situation a “scissors crisis”: peas
ants are increasingly reluctant to sell theft goods at low
prices, especially given the high prices of manufactured
goods they need. A debate begins in 1923 on the desira
bility and means of rekindling industrial development and
production.

On the one side, Preobrazhensky and Trotsky advocate
restoring the balance by a progressive tax on rich peas
ants and a gradual extension of the purview of the plan:
this is the quest for the “optimal” rate of growth. By
1925, the scissors crisis grows sharper and Zinoviev and
Kamenev argue for similar measures; this provides the ba
sis for the United Opposition.

IL The question of the “economic
laws” of the post-capitalist

transition period

We already discussed the law of value in the introduc
tion to these lectures. On this question too, which has
its own specificities and pitfalls, Bukharin and Preobra
zhensky put forward different positions.

a) Bukharin:
the law of value as the only regulator

This was Bukharin’s view on the law of value and is
widely held in all the current debates, either in its Marx
ist guise or reformulated in “neo-classical” (free-
enterprise) terms.

Let us first review the formulas most often expressed
among Eastern European reformers of bureaucratic plan
ning.

According to this approach, there exists a universal,
inescapable “objective economic law,” the law of regula
tion through the market (or law of value). The “true”
prices determined by this market law should be allowed
to form freely — that is, unfettered by any state inter
vention (unless the function of the state is defined pre
cisely as enforcing the rule of market prices, as in Oscar
Lange’s model.) In this view, market prices serve as indi
cators helping to funnel investments towards particular

On the other side, Bukharin argues that all peasant
production should be encouraged, not as a carefully
dosed concession, but as the most favorable road to so
cialism. He explains that family farms can be effective
units and that they should be urged to join cooperatives
only when the methods of the latter are clearly superior,
that is in the future. Eventually, both cooperatives and
farmer-employers would contribute to socialist industry
through taxation. Stalin allies with Bukharin on this
basis from 1923 to 1927.

But in the winter 1926-1927. the scissors crisis gets
worse and Bukharin recognizes the need to control pri
vate trade and accelerate industrialization.

1928- 1932
forced collectivization and

the first five-year plan
During the winter 1927-1928, deliveries of grain be

come so scarce that malnutrition threatens in the cities.
Stalin then orders that harvests and cattle be requisi
tioned in the countryside, and launches a forced collec
tivization. Bukharin opposes these violent methods,
warning that they would lead to a regime of terror; he is
defeated by Stalin and the apparatus who succeed to win
over certain former left oppositionists. The First Five-
Year Plan, which had been discussed for a long time and
changed many times, is now implemented with the pri
ority to heavy industry and the energy sector.
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sectors: a rise in prices as a result of insufficient supply
leads to higher profits and attracts investors; on the other
hand, a fall in prices as a result of overproduction or dif
ficulties in selling a shoddy product leads to closing
down that production line. This makes clear what are the
appropriate specializations for competing on the world
market — provided the capital of firms showing a deficit
(at those price levels) is allowed to flow towards the
more profitable branches. This implies that cheap credit
and other forms of subsidies should cease to be lavished
on lame duck firms. Many Hungarian and Yugoslav
economists believe that, under these conditions, the
overall equilibrium between branches of the economy
would be reestablished and the foreign debt would be
reduced

This neo-liberal free-market world is, paradoxically,
sometimes advocated by reformers who identify with
socialism and Marxism.

“Neo-classical” free-market theoretical models have a
real attractive power among economists of Eastern Eu
rope. These models seem to operate “above” class rela
tions since they deal only with the “producer” and the
“consumer” “in general”. They claim to be universal.
Many reformers of planning in Eastern Europe believe
that these theoretical models can be adapted to a socialist
framework and even that they are compatible with a
Marxist approach. (This is the standpoint of Eranko Hor
vat in Yugoslavia).

Without entering into the fmer details of all these de
bates, the basic idea of these pro-market reformers identi
fied with socialism is that the Marxist critique of capital
ism concerns mainly capitalist private property.

In other words, in their view it is the hiring of wage-
earners by private firms which is the decisive criterion
(which is why they propose stringent legislation on this
point). Once capitalist private property is eliminated, or
severely restricted, they believe criticism of the market
as such is considerably less warranted. They argue that
the state should oppose the accumulation of income
from work performed by others — but that individual
work performed on private means of production is anoth
er matter, as indeed it is. In that perspective, the role of
planning is mainly indicative: providing firms with all
the necessary information on the market for them to
make the right choices, in other words, consciously im
plementing the laws which wild capitalist competition
enforces blindly, at great cost, through trial and error and
cyclical crises.

As we have seen, this outlook can be fleshed out as a
self-management scheme in which finns managed by
their workers must respect the strictures of competition
for their own benefit and that of all society: this compe
tition is supposed to make it possible to produce at
cheaper costs and to adapt to consumers’ demands more
flexibly while enabling the self-managed firm to maxi
mize its profit. (See for instance the self-managed mod
els elaborated by Jaroslav Vanek in the United States.)
More “Keynesian” versions of this approach assign the
state a greater role: they argue that while the system
should allow market prices and competition to serve as
its key regulators, the center should guarantee that

investments are allocated in the right proportions to
bring about full employment.

These reform projects cannot be simply (or simplis
tically) labelled “pro-capitalist” — any more than it
would be acceptable to label Bukharin a pro-capitalist
For Bukharmn too, after asserting that the only possible
regulator was the law of value, proposed at the end of
the 1920s that the plan should consciously enforce the
orientations that a perfectiy pure competitive market
would have enforced.

“The plan constitutes ‘an anticipation of what, in the
context of spontaneous regulation,’ would have been
established after the fact”

(Bukharin quoted in Brus 3-1968, p. 75)

But once you accept that the plan should restrict it
self to consciously applying the rules of the market, it
is easy to see why present-day reformers, given their ex
perience with ponderous planning bureaucracies, prefer
to eliminate the plan altogether. In other words, the hy
pothesis of a “socialist” use of the law of value (or of
the market as a regulator, on the basis of neo-classical
models) leads quite logically to the proposition that the
plan should be dismantied — rather than to the simula
tion of a market mechanism, as advocated by Oscar
Lange.

One of Bukharin’s arguments against Preobrazhensky
in this debate was that it was necessary to conceive eco
nomics as labor-saving economics under socialism as
well as under capitalism. We already pointed out that
this interpretation identifies all labor-saving economics
with one particular historical form : the law of value.

e- In summary, according to Bukharin the law of
value was universal in its substance. Only its form
would change: just as it had undergone a change in the
transition from petty commodity production to capital
ism, so would it change again in the transition out of
capitalism: this time, the chief difference would be that
society could move towards its conscious implementa
tion. The elimination of capitalist private property, and
its corollary, the anarchy of decisions taken independent
ly of each other, would make it possible to overcome
the cyclical form of the capitalist crises.

b) Preobrazhensky:
two antagonistic “laws” at work

Contrary to Bukharin, Preobrazhensky believed that
two antagonistic laws would coexist and clash in the im
mediate post-capitalist transition: on the one hand, the
law of value (bolstered by the influence of the capitalist
world market, among others), and on the other hand, a
new law which he named “the socialist law of primitive
accumulation.” What were his arguments? How do they
stand up now, in the light of experience?

1. Historical character of the law of value

For Preobrazhensky, the law of value was rooted in
history. It corresponded to specific social relations —

the existence of both a capital market (with mobile com
peting capitals) and a labor market (in which labor-
power was treated as a commodity), which, together, al
lowed the market to function as a regulator. These capi
talist relations of production corresponded to a general
ized market as distinct from thepartial commodity forms
which survived in the “socialist transition.”

“The socialist-market system and pure commodity
production belong to two different types of economic
structures.... It is impossible to separate the regulatory
mechanism from the economic structure in which it
arises.... The law of value precisely reproduces the re
lations of a market economy, and can only function as
a regulator thanks to the development of these rela
tions.”

(Preobrazhensky, “Preface,” The New Economics
[Trans. from the French, 1966, pp. 59 and 681)

Preobrazhensky’s interpretation was based on the
Marxist theoretical tradition in quasi-philosophical fash
ion. Marx’s writings beautifully explalned how each so
ciety sets its priorities and evaluates its needs and costs
differently. Proceeding in the exact opposite way than
the “neo-classical” method mentioned earlier, Marx
sought to uncover, behind the “producer” and the “consu
mer, “ the real property relations, the real forms of ap
propriation of the surplus, the specific overall class log
ic which each production system promoted.

In other words, for Preobrazhensky, the various ways
in which social labor was “measured” in different sys
tems, were not simply a formal matter (more attention
to planned calculations) that did not alter the ultimate ac
ceptance of the same proportions, as argued by Bukhar
in.

“Finally, to reduce the whole problem of the two dif
ferent regulators corresponding to two different sys
tems of social reproduction, and the whole question of
the different material consequences caused by the regu
lator, to a difference in regulation mechanisms, in the
narrow sense of the term was to substitute one as
pect of the problem to the problem as a whole.” (Idem,
p.70)

The post-capitalist society whose “laws” Preobra
zhensky proposed to analyze existed, and would exist, he

pointed out, in a new historical situation:
- It had to eliminate the existence of a labor market

forthwith and confer a new and central status in the logic
of production, upon the worker, as such; that is to liqui
date unemployment forever.

- It had to try and eliminate capitalist private property
while continuing to use the latter’s resources domestical
ly and in foreign trade.

- The market would no longer be dominant but would
remain necessary on both the domestic and international
plane.

- Moreover, experience had shown that the proletarian
revolution would occur first in the weakest links of the
world capitalist system. The problem of furthering the
transition to communism on the basis of a lower produc
tivity than that of the most highly developed capitalism,
was therefore not only that of the USSR at that mo
ment, but of Europe later, as it faced the United States.

Preobrazhensky attempted to think through the theo
retical problem of the transitional period economy in the
really existing historical circumstances, unforeseen by
Marx, in which it arose: not in a society breaking with
the most highly developed capitalism, nor in an immedi
ately socialist society, as foreseen by classic texts in
which the “associated producers” could dispense with the
“detour of the market”; but in a framework in which the
market was alive and kicking, although no longer domi
nant; a framework in which time would be needed to
draw out the proletariat’s own sources of productivity.

“At the present time, our state economy is both tech
nically and economically weaker than Europe’s and
America’s capitalist economy. The Soviet economy
will be weaker ... than capitalist America’s economy
[and Japan’s, we might add today — C. S.]. In its ini
tial period of development, lacking both the material
preconditions for the rebuilding of its technical base
and the means to raise the culture and education of the
proletariat, the socialist form cannot develop all the
distinctive advantages organic to socialism At the
same time, “it forfeits some [of the advantages] charac
teristic of a capitalist economy. [Preobrazhensky refers
here to the coercion of the market, particularly the
threat of unemployment as a capitalist mechanism to
increase productivity — C. S.] The capitalist econo
my, “on the other hand, remains in full battle gear
which means that, even in the period of decline of capi
talism, the socialist form generally has to compete and
struggle with capitalism from a position of equality.”
(Preobrazhensky 1966, p. 184)

2. Conflictive relations with world market

As a consequence, relations with the world market —

and the law of value — would be conflict-ridden. Preob
razhensky believed that autarky would be a regression
and should be avoided. On the contrary, relations with
the capitalist world would be a vital necessity. The ques
tion was, on what basis, with or without protection?

“... presenting the struggle waged in different forms
against the private economy, including in the form of

Catherine Samary Catherine Samary

Gorbachev:
“It was in these conditions that an attitude full
ofprejudice against the role of market-money re
lations and the law of value in socialism devel
oped, and it was asserted that these notions were
alien, even contradictory, with socialism. All
this combined with an under-estimation of the
balance sheet of profits and losses, leading to
disorder in the establishment ofprices and inc4f.
ference for the circulation of money.” (Mikhail
Gorbachev, Perestroika and the New Thinking,
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Preobrazhensky’s opinion on
the relationship between the two laws

in the different spheres of the economy
as summarized by Brus

“Preobrazhensky distinguishes, among others:
1) The sphere of circulation between state firms,

which , according to him, involves only the forms of
commodity exchange and in which the law of value op
erates only with respect to the work force, and this, all
the more strongly that workers have to purchase more
consumer items from private producers and consumers.

2) The sphere of circulation in which the state ap
pears as a monopolistic producer but not as a monopo
listic seller: this applies mainly to manufactured goods
sold to peasants. This sphere is regulated by the stale,
which sets prices but must take into account the struc
ture of demand, which evolves to a large extent as a
function of the profitability of private farms. This is
therefore a field for “struggle” between the new laws
governing economic processes and the law of value
which still exercises some influence.

3) The sphere of circulation in which the state in
tervenes as a buyer (most often alongside other buyers,
and therefore without a monopoly). This concerns
mainly the purchase of industrial raw materials of artis
anal origin. In this arena, the relationship of forces is
the reverse of the previous case: the fundamental price
relations are determined by the law of value (their max
imum level being set by world prices and their mini
mum level by the conditions of profitability), and state
pricing policy based on the new economic laws can
have an influence only within this framework.

4) The sphere of retail trade, concerning consumer
goods (particularly sales to the urban population). The
operation of the law of value is reflected here, accord
ing to Preobrazhensky, by the fact that pricing policy
must abide by the principle of the equilibrium of sup
ply and demand, without this having the inevitable re
sult of altering the division of labor in the sphere of
production (for instance, without leading to an auto
matic increase of production wherever price is higher
than value.”

[Brus 3-1968, p. 70]

—a

We include here a few reminders on the terms of the
debate. The reader in the know can “skim” them.

Labor time (that is also the conditions of labor)
in slave society was not the same as in feudal society
or capitalist society. Each society organized its own
“production” and “consumption.” But the needs to be
met were determined by the class relations, the values
which flowed from them, and the mechanisms for the
determination of priorities. Even in the era of petty
commodity production, the bulk of production was not
subordinated to the market but to the orders and control
of the state.

Capitalist society too has its own coherence and cri
teria. But, unlike its predecessors, it hides its criteria
behind the jumble of the generalized market. This is
what is analyzed in Capital; not some pseudo “univer
sal economic law”

The serfs surplus labor was appropriated in
transparent fashion (to use Gorbachev’s lingo) by being
performed on the land of the feudal lord for a clearly de
lineated amount of time (or in the form of specific

forced collaboration with capitalism, as a peaceful,
‘golden legend,’ amounts to idle superficial chatter
above the real phenomena (Idem, p. 70)

And furthet
“If economic relations were formed on the basis of

the free play of the law of value of the world economy,
in our country, at this time, this is what would hap
pen: given the current prices on the world market and
the over-industhalization of Europe, two thirds of our
large-scale industry would be eliminated because it
would show a deficit and prove unnecessary from a
capitalist standpoint, from the standpoint of the
world division of labor on a capitalist ba
sis. [Emphasis in original.] Conversely, while our ag
riculture would eventually be deeply and durably trans
formed by the transformation of the country into an
agricultural semi-colony of the world capitalist sys
tem, it would initially, during the first years, benefit
from this [opening on the world market) because in
dustrial prices would be lower and exchanges more fa
vorable on the world market

(Trans. from the French—”Perspectives de la NEP”,
Critiques de l’économie politique, p. 116.)

Preobrazhensky added, for the Mensheviks’ benefit,
that allowing the law of value free play on the territory
of the USSR would not have served the cause of the de
velopment of a national capitalism, but would have sub
ordinated the national economy to the requirements of
world capitalism, of its division of labor.

This question of the confrontation with world capi
talism was central for Preobrazhensky — whereas Buk
harm proposed to leave it to the side.

“Abstracting the foreign market from the discussion

Social Classes,

amounts of goods to be handed over to the latter). The
proletarian’s surplus labor, by contrast, is appropriated
in the form of a monetary “profit,” which is determined
by the totality of capitalist investments and sales on the
market and therefore does not seem directly linked to la
bor alone. Exploitation is masked.

Likewise, when the market crowns the goods pro
duced “at the lowest cost,” it omits a “detail;” that
among these “costs” is labor power. Labor power is con
sidered as a commodity, a thing, a factor of production
to be “combined” with machines, on the basis of criteria
of profitability. Capitalist crises periodically reassert
these criteria with full strength: “flexible work sched
ules” are imposed on the labor market thanks to the mil
lions of unemployed.

Market prices seem to reflect only average “effi
ciency” (or “productivity”) regardless of social relations.
Prices appear as “objective” (above the judgement of hu
man beings). But, these averages (the market) always
render the verdict that the gains won by workers in good
times, where the labor movement was strongest, are

costly and “ineffective.”
The same problem arises in recording needs. The cap

italist market satisfies only those needs which meet its
own criteria: they must be expressed cash in hand (solva
ble demand) and satisfied thnugh an adequate local prof
it. The capitalist crisis brings out the real content of this
process: overproduction is overproduction of commodi
ties — in the presence of immense unmet needs. Under
lying these commodities, stands a capitalist relation:
they must be sold at a profit judged “adequate” by each
private capitalist.

It should be clear that when Marx analyzes the “law
of value,” what he is highlighting is not merely that,
beneath the screen of prices, labor time is the substance
of value, but that a set of social mechanisms and rela
tions determine capitalist investments. The verdict on
“socially necessary labor” is rendered in the last analysis
on the basis of the conditions of production, the supply
and demand ratio and the social relations which deter
mine them. Competition between private capitals is the
force which imposes this verdict. When this competition

slackens as a result of concentration of capital or state
protection, the law of value loses some of its strength.
Conversely economic crises and renewed competition
sharpen its teeth: privatizations, the crisis of the wel
fare state are reflections of this.

Behind its quest for “the lowest costs,” the market
exploits and bolsters inequalities (between nationali
ties, between men and women, between generations). It
prevents the taking into account of such essential needs
as full-employment, ethical and ecological needs, col
lective needs, the aspiration to security and solidarity,
the right to leisure and laziness. It only takes into ac
count efficiency and costs in a private context, without
measuring the “external impact” of its choices, the
overall socio-economic effects, the psychological and
moral effects.

What is a cost in the capitalist market system can
become a source of renewed productivity in a socialist
system: dcmocracy at work (and not only in periodic
elections to Parliament) and the extension of leisure
time.
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means abstracting our reciprocal relations with the cratic planning as “developed socialism.”
worid economy; it means abstracting our completely
exceptional relations of value with it, our monopoly 4. The hypothesis of a “socialist law of
of foreign trade ..., the fundamental conditions of our primitive accumulation”
existence

(“Preface” Nouvelle Economique, p. 78.) But, if the law of value cannot be the regulator of the
This aspect of the debate is often omitted in over- new society, is the latter under the sway of some other

views of the period, but it is the one which best illus- law of accumulation? This is the hypothesis which Pre
trates Preobrazhensky’s viewpoint: to make use of obrazhensky advanced, while emphasizing that he was
the market while resisting its implicit not yet able to define fully its content: only experience
criteria, and scientific investigation would make it possible to

make its contours more precise, retrospectively. He nev
3. The goal of transformation ertheless gave a name to this new law to be discovered:

“the socialist law of primitive accumulation” (primitive
The new historical problem to be resolved was how being used by analogy with the expression “primitive,

to insure the transformation of the starting relations — i.e. initial, accumulation of capital”).
not their reproduction, expanded or otherwise. To be so- He argued that this law should “dictate to the state”
cialist, such a transformation required both the develop- its decisions on relations — and transfers of value — be
ment of material resources and the lessening of inequali- tween the state sector and private sector, since industrial
ty and relations of oppression, which the market tended ization, in particular, required accumulation at the ex
to reproduce. pense of the rich section of the peasantry.

“Only by always taking into account both poles of We know how Stalin was able to refer back to this
the entire process ( the initial pole and the final pole) point, in caricatural form, to argue in favor of forced in-
can we understand the historical location of any transi- dustrialization at the sacrifice of agriculture — and of the
tional form, and avoid to lose our way in details or fall nepmen and private producers of all types.
into vulgar economics which tries to pawn a superfi
cial description of the present off as a scientific analy
sis of a concrete system.” III. Updating the debate

(Trans. from the French: “Utilité de l’étude théorique
de l’économie soviétique”, Bolshevik number 15-16, a) Preobrazhensky’s historical approach
August 1926, in Critiques de l’économie politique,
p. 108.) Preobrazhensky’s historical approach remains funda

Note how far this is from the apologies of bureau- mentally fruitful on the theoretical and experimental
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levels. Our lectures have shown that all attempts to use
the market as a regulator, far from solving the problems
of bureaucratic planning, far from being a socially neu
tral measure, and far from fostering socialist self-
management relations, led in practice to a dead-end on
these three levels.

More broadly, all countries which posed the problem
of breaking with under-development and dependency were
confronted with a central question. The same question
will face all countries who attempt to follow that path:
they must have relations with the capitalist environ
ment, but cannot submit to its criteria if they are to
remain true to a logic of satisfaction of the needs of the
people.

This is not a plea for autarky. It is an argument for
protection against the law of value, for a multiform de
fense which, though it may not insulate a country from
the currents of the dominant economies, will enable it to
steer a course against the stream. The more accurately it
knows the forces with which it is dealing, the easier and
better it can chart such a course. Yugoslavia’s crisis is
all the sharper that it opened itself wide to “healthy com
petition,” that it assumed precisely that the latter was
strictly “healthy”.

We have found Preobrazhensky’s historical approach
to the law of value essential and illuminating in inter
preting the Yugoslav self-management experiment: the
law of value “needs” a generalized market to function as
a “regulator.” It “needs” both a labor and a capital mar
ket In other words, it needs social relations that reduce
“labor” (the worker) to a thing, to a cost, to a commodi
ty that one (who? the workers self-management body?)
can “substitute” or combine with other “factors of pro
duction.”

Our balance sheet will therefore be paradoxical: the
logic of “pro-self-management” market reforms
leads to the elimination of self-management.

But the acknowledgement that the old criteria applied
to the new society lead to a dead-end, does not in and of
itself provide an obvious answer as to what a socialist
“measurement” of useful labor might look like. The task
then becomes the discovery of a new space-time (which
can no longer be local and short-term once it is not de
fmed by the market) and new mechanisms (actors) which
will make it possible to judge what is useful labor.

This is the vantage point from which Preobrazhen
sky’s view deserves some criticism.

b) The question of the socialist law of
primitive accumulation

We do not believe that Preobrazhensky’s formula of
the two antagonistic “laws” should be retained. We prefer
the broader formula of “two regulators.” Competitive
capitalism is the only instance in history when the econ
omy seems to be imposing its “law” independently of
the will of any human. (One can, of course, analyze the
social relations hidden by the market and discuss the the
oretical and practical role of the state in the mechanisms
of competitive capitalism.) It is the fact that these appar
ently automatic responses are so widespread in the

market that gives the notion of economic “law” its val
ue.

In the case of the “socialist” mode of accumulation
or better yet, of the socialist transition, the term “law,”
although used out of respect for a scientific approach,
seems less adequate, or even confusing.

For the author of New Economics presents the law
of value as “the natural law of commodity production”
— which makes sense — but, proceeding by analogy,
states that one must equally seek “the natural laws of so
cialist accumulation which are known only in outline”
(La Nouvelle Economique, p. 92) and which “dictate to
the state ... on the basis of necessity, first, determinate
proportions in the distribution of the productive forces
..., and secondly, determinate proportions for
accumulation (idem, p. 107).

“... Which dictate to the state”: this seems to imply
that a single set of specific proportions — differing from
those indicated by the law of value — is waiting to be
discovered and that scientific investigation suffices to
discover them.

But the range of possible choices is widening, a fact
which the term “law” cannot emphasize. There are of
course certain necessary constraints and requirements for
consistency. These must indeed be discovered and made
explicit — which amounts to saying that regulatory
mechanisms suited to the new goals of social transfor
mation must be found, The conflicts and imbalances
which arise at each stage, as a reaction to each set of in
stitutions and social relations, are a revelator of a search
for consistency. But this is a long shot from a “natural
law of socialist accumulation” above the actions of men
and women.

Satis~iing the needs and fostering the fullest develop
ment of each and every individual is a goal which im
parts a qualitatively greater weight to certain subjective,
cultural and social imperatives in the optimal “propor
tions” of accumulation and in the very definition of the
criteria by which these proportions should be
determined.

The bureaucracy was absent from New Economics.
Who could “dictate to the state” the necessary choices?
The “law” of socialist accumulation rapidly was trans
formed into a “decree.”

The center of gravity of our approach therefore shifts
the discussion from the issue of “plan versus market” to
the issue of “who should decide?” according to what cri
teria, in line with what class interests and by what insti
tutional devices? These questions hold whether applied
to the market or to the plan (and to their combination).
Preobrazhensky’s historical and social approach to the
law of value remalned essential. But the bureaucratiza
tion of the plan proved to be a new source of social
stratification which also threatened the socialist future.

As Preobrazhensky predicted it, market reforms yield
ed increased inequality — but the main threats of capital
ist restoration were to emerge within the so-called social
sector itself.

Putting an end to the rule of the market did make it
possible to put on the agenda an economic logic which
subordinated investment choices to the satisfaction of

needs, in the broadest sense — focusing on the need to
transform the nature of labor and social relations
themselves.

But the question posed at that point — and still not
resolved to this day — was that of a mode of regulation
which took into account, as an explicit imperative,
“subjectivity,” the choices made about society after a
transparent presentation of their consequences.

In other words, the question Of democracy as
a factor of production must be placed at the
core of the mechanisms of socialist accumu
lation. This is why we prefer the term “regulator” to
that of “law” used by Preobrazhensky. We can then
speak of the existence of a conflict between two regula
tors in post-capitalist society:

- one, based on the market, derives its consistency
from the competition between different capitals, from
free enterprise and its right to hire and fire labor power,
treated as a commodity.

- the other, “socialist,” places solidarity, the reduc

The Left Opposition and the Peasantry
(Extracts from the 1927 Platform)

..Jn a country with an overwhelming majority of
small and very small peasants, and small proprietors in
general, the most important processes of this struggle
[for the distribution of the national income] go on for a
while in afragmentary and underground manner, only to
burst “unexpectedly” to the surface all at once.

...The various open or concealed forms of exploita
tion of the mass of handicarft workers by commercial
and home-enterprise capital are an extremely important
and, moreover, a growing source ofaccumulation for the
new bourgeoisie.

Taxes, wages, prices, and credit are the chief instru
ments for distributing the national income, strengthen
ing certain classes and weakening others.

..Only someone who believes at the bottom of his
heart that our working class and our party are not able to
cope with difficulties and dangers can say that afrank de
scription of these contradictions in our development
and of the growth of these hostile forces, constitutes
panic or pesimmism. We do not accept this view. It is
necessary to see the dangers clearly. We point them out
accurately, precisely in order to struggle against them
more effectively and to overcome them.

In the class struggle now going on in the country
side the party must stand, not only in words but in
deeds, at the head of the farmhands, the poor peasants,
and the basic mass of the middle peasants, and organize
them against the exploitative aims of the kulak.

To sfrengthen and reinforce the class position of the

tion of inequality and the conscious determination of the
most important social needs (including full employment)
at the core of its priorities.

Any attempt to reject Preobrazhensky’s hypothesis
about the two regulators must necessarily take one of
two paths: it must either demonstrate what cannot be
demonstrated, namely that the market can be a regulator
that meets the criteria of socialism; or renounce the
goals traditionally upheld by socialism.

We propose not to reject, but to make a critical up
date of Preobrazhensky’s approach. To do so, one must
accept the hypothesis of two conflicting regulators while
rejecting explicitly the idea that the socialist goals can
be achieved by bureaucratic means — or by a state that
substituted for its citizens/workers.

The very great similarity between people’s resistance
to the decrees of the bureaucratic plan and their resistance
to the laws of the dictatorship of the market reflects an
underlying social consistency struggling to emerge. The
social relations which would enable this consistency to

agricultural proletariat — which is part of the working
class — the same series of measures must be taken
which we indicated in the section on the conditions of
the industrial workers.

Agricultural credit must cease to befor the most part
a privilege of the better-off circles in the villages. We
must put an end to the present situation, in which the
funds for assistance to the poor peasants, insign~cant
enough already, often are not spentfor their intended pur
pose1 but go to serve the better-off and middle groups.

The growth of individual farming must be offset by a
more rapid development of collective farming. It is ne
cessary to appropriate funds systematically year after year
to assist the poor peasants who have organized in collec
tives.

At the same time, we must give more systematic
help to poor peasants who are not in the collectives, by
freing them entirely from taxation, by assigning suitable
plots of land and providing credit for agricultural imple
ments, and by bringing them into the agricultural coop
eratives.

The party ought to promote by all means the eco
nomic advancement of the middle peasants — by a wise
policy ofprices for grain, but the organization of credits
and cooperatives accessible to them, and by the syste
matic and gradual introduction of this most numerous
peasant group to the benefits of large-scale, mechanized,
collective agriculture.

The task of the party in relation to the growing kulak
strata ought to consist in the all-sided limitation of their
efforts at exploitation....

Only a process of growing industrialization of agri

1 Planning, markets and democracy Catherine Samary
Catherine Samary Planning, markets and democracy
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cultwe can create the broad basisfor such socialist coop
eration (or collectivization). Without a technical revolu
tion in production methods — that is to day, without ag
ricultural machinery, without rotation of crops, without
artificialfertilizers, etc. — no successful and broad work
in the direction of real collectivization of agriculture is
possible.

A successful cooperative structure is conceivable
only if the participants enjoy a maximum of independent
initiative. Proper relations by the cooperatives with
large-scale industry and the proletarian state presuppose a
normal regime in the cooperative organizations, exclud
ing bureaucratic methods ofregulation....

(Leon Trotsky, Grigory Zinoviev, et a, “Platform
of the Opposition,” in Challenge of the Left Opposition
(1 926-192 7), New York: Pathfinder Press, 19..., pp
326-329

The role of the “grain crisis”
according to Moshe Lewin

“The procurement crisis took the party unawares. (1)
As late as October 1927, Stalin had publicly assured the
country that the policy so far pursued had been success
ful and that everything was going well. (2) This could
not have been a simple case of a misleading “official op
timism,” for such an unwise statement could not have
been made if Stalin hadforeseen what he would shortly
be describing as the “peasants’ strike.”

When deliveries reached a dangerously low level and
the attitude of the muzhik was threatening to cause fa
mine in the towns, the Politburo headed by Stalin decid
ed to resort to emergency measures. In the case of any
threat the reactions of the leadership were automatically
conditioned by their experiences in the civil war. What
happened in effect was mobilization of the party’s re
sources, the dispatch ofplenipotentiaries with emergency
powers and ofwrokers’ brigades, the repression and purg
ing of authorities who were thought to be either ineffi
cient or recalcitrant, the setting up oftroikasfor organiz
ing the collection of grain, etc. The operation was
military in character, as had been the case during the civ
il war. Similarly the “class line” was of the same inspi
ration: the poor peasants were promised 25 percent of the
grain confiscated with their assistance from the better-off
peasants. Clause 107 of the Penal Code introduced in
1926, concerning speculators, was invoked against peas
ants hiding grain.

However, despite the “class attitude” and the accusa
tions made against the kulaks and the better-offpeasants
(at this stage, little account was taken of the differences
which might exist between the two categories) — Stalin
officially explained events as a “strike of the kulaks” —

the real root of the problem lay elsewhere. Stalin knew,
and said so, in anotehr context; Mikoyan also made a
statement to this effect in the party organ: the bulk of

Catherine Sa.’nary

the grain which had to be found was not in the hands of
the Idulaks but rather of the serednyaki, the middle peas
ants, and they had no incentive to sell so long as there
was nothing much for them to buy with their money.
(3) How then were they to be prevailed upon to sell, and
to sell, moreover, not on the free market but to the
state?

The method chosen was the most expeditious one:
closing the markets, applying administrative pressure,
mopping up monetary surpluses. All this could nbot
have been aimed just at the kulaks but precisely at the
graeat majority of the peasants. These were very serious
measures; and it was undoubtedly a time of crisis, partic
ularly around about the summer, during the second wave
ofemergency measures, which had been introduced after
the April plenum had in fact promised to end them.

Since the crisis was an unexpected one it is obvious
that this” left turn” on the part of Stalin was not a line
which had been well thought out in advance but a series
of steps dictated by circumstances. This is a characteris
tic feature of the history of the Soviet “leapforward” and
of Stalin’s policy during this time.

.The regime was, therefore, a long way from any
kin dof “total collectivization,” but, as we know, it was
already on the road, although it was hardly aware of it at
the time.

Stalin’s thoughts about the situation had crystallized
by the July plenum and still followed the same main
lines, irrespective of the maneuvers in the internal strug
gle against the right wing, which brought into the open
by the “procurement crisis,” was now at its height. Stal
in knew, and told the Central Committee in a speech
which was secret at the time, that the peasant would
have to pmay a “tribute” (daan’) for the requirements of
industrialization. (4) This was Preobrazhesnky’s theory,
but with none of the latter’s scruples or reservations.
Stalin realized that the workers, too, would have to be
made to pay, and that this would give rise to increasing
social contradictions. How, then, were things to be kept
goingfor another four years or so, until such time as the
state and collective sector would bring an improvement
in the situation? Stalin had made up his mind: in the
meanwhile, the regime would use emergency measures
to collect the grain. He had already done this in the
course of the year. He suggested it again in July and had
made official poluicy of it by April 1929. (5) Bukharin
scarcely exaggerated when he said to Kamenev: “He will
have to drown the risings in blood,” — but this Stalin
was prepared to do. (6)

Footnotes.
(1) Speech by Rykov, Pravda, March 11, 1928.
(2) See Stalin’s speech of October 23, 1927, in Socinenja,

vol. X, pp. 196-197.
(3) Cf. C. A. Mikojan, Pravda, Febniasy 10, 1928.
(4) Stalin, Speech to the July Plenum, ibid. p. 159
(5) Ibid. ; and the speech to April 1929 Plenum, Bol’seviic,

n°23-24, 1929, p. 34; this speech is also in Socinenja, vol. XII.
(6) N. L Bukharin to L B. Kamenev, in Socialisticeskii Vest.

nik, n°9, p. 10.

(Moshe Lewin, The Making of the Soviet System,
New York: Pantheon Books, 1985, pp. 97-99.)

The “right” wing
according to Moshe Lewin

“The differences between the right and the Stalinists
may be summed up in terms of the controversy on one
issue: Was industrialization and the transformation of
the countryside to be carried out in the main by politico-
economic methods or, on the other hand, by having re
course to ‘emergency measures,’ in other words, com
pulsion? Was the regime to opt for a vast network of co
ercion orfor another, more flexible approach? (1) In this
dilemma, the future of the whole of Soviet Russia was
at stake.

The right naturally inclined to the flexible approach,
and its faith was based on the possibility of achieving
progress ‘by NEP methods’ and on its analysis of the
crisis, which differedfrom that of the Stalinists. Accord
ing to the the right, the origin of the crisis lay in a
number of errors:faulty planning, afaulty price policy,
failure to implement a number of decisions relating to
aid for agricultural production. (2) As opposed to this
explanation, the view of the majority in the Politburo
tended much more to stress objective factors, such as the
smallness ofpeasant holdings and the prevalence ofstrip
cultivation.

According to the right-wing analysis, the crisis could
have been averted, and might still be preventedfrom re
curring, if the authorities were prepared to retreatfrom
their previous position by making certain concessions to
the peasants (reopening the markets, better pricesfor the
producers, aid to the private sector, and, ifnecessary, im
porting grain, etc) (3)for, as Bukarin was to point out,
it was better to import grain than to resort to emergency
measures. (4) Later, when the atmosphere was somewhat
calmer, consideration could be given to long-term meas
ures.

The right recommended a return to economic andfis
cal measures as the principal method of influencing the
market. It said relatively little about the. sovkhozy,
which it looked upon purely as an emergency measure;
its attitude to the kolkhozy was more favorable, but it
was all for caution in this direction andfavoredfurther
creation of kolkhozy only insofar as the latter were de
monstrably superior to and more viable than private
holdings.

Later, about April 1929, the right-wing called for a
two-year plan (dvukhleta) within the framework of the
five-year plan and expressly designed to improve the
condition of agriculture and overcome its backwardness.
(5) The right believed, that ‘there was still hope of
progress in the private sector, and they wanted to pre
serve the NEP, with its nepmen, kulaks, etc. They were
prepared to restrict the power and growth of the kulaks,
but only through fiscal measures. The needfor industri
alization was by and large accepted by the right at this
stage, but they were against forcing the pace to the
breakneck speed that appealed to Stalin. (6) According to
their spokesmen, the country hadby abo.u( the end of
1928 already reached the limit vf;içs~’ knvntmEnt poten
tial, and consideration must now ~ giyen~t~,~yilding up

Planning, markets and democracy

reserves and to ensuring that the construction projects
which had been undertaken bore some relation to the
construction materials which were actually available. As
already stated, the right also accepted the needfor pere
kachka, but within limits which would still leave the
peasantsfree to build up some reserves.

According to Bukharin, one of the reasons for the
country’s difficulties lay in ‘a certain anarchy’ and in
‘faulty planning and faulty intersector coordination,’
which were continually aggravated by the unjustifiably
rapid growth rates. His ‘Notes ofan Economist’ and oth
er writings were a plea for scientific economic manage
ment (7), which, as we know, was hardly the strong
point of Soviet industrialization, either during the first
five-year plan or in more recent times.

In contrast to Stalin’s thesis of the class struggle,
which would intensify with the gradual progress of so
cialism, Bukharin’s watchword was ‘No third revolu
tion!’ In his view, the time was not yet ripe for taking
communism to the countryside. (8) The alliance with
peasantry (smychka) must above all be continued on the
basis of the cooperative movement.

The foregoing is only a brief outline of the right-
wing position. Part of their ideas have come down to us
from Stalinist sources and we do not have a complete
record ofall their proposals or discussions. But the core
of their beliefs is there and cannot lightly be brushed
aside. Some of their analyses (for example, overreliance
on the price mechanism andfiscal measures in a country
which was engaged in a tremendous bidfor industrializa
tion; too much emphasis on the potentialities of the pri
vate sector in agriculture and not enough on the urgent
needforfostering new organizationalforms) were clearly
mistaken. Others seem to have been completely justi
fied, such as their objection to overly rapid growth rates,
to excessive exploitation of the peasantry, to the lack of
scientific method in the planning and implementation of
the process, and to the exclusive emphasis on coercion.

(Moshe Lewin, The Making of the Soviet System,
New York: Pantheon Books, 1985, pp. 97-99.) B
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Footnotes
(I) On Rykov’s opposition to a system of coercion, see Rob-

en V. Daniels, The Conscience of the Revolution, Cambridge,
Mass.: Harvard University Press, 1960, p. 329-330.

(2) See N. I. Bukharin, Speech to July 1928 plenum, quoted
by Daniels, Conscience, op. cit., pp. 331, 335: KPSS v rezoijuci
jah, op. cit., vol. II, p. 559.

(3) The “rightists” proposals can be reconstituted from offi
cial sources (among others): Stalin, Socinenija, vol. XI, pp. 218-
325; vol. XII, p. 92; Bol’sevik, n°23, 24, 1929, pp. 30-35, 46;
16-iyj s’ezd... sienotcet, éd.de 1962, n°56, 133, 135, 215, 266.

(4) 16-tyj s’ezd... stenotcet, 1962 edition, n. 135.
(5) Ibid., n. 56 (materials from the party archives); speech by

Rykov to Sovnarkom, Pravda, April 6, 1928.
(6) Cf. KPSS v rezoljucijah, op. cit., vol. II, p. 558; Y. E.

Rudzutak, 16-iyj s’ezd... stenotcet, op. cit., p. 201; Bukharin dis
avowed any “wreckless march forward” (skroropalitet’nye tempy)
in his “Political Testament of Lenin” (“Politiceskoe zavescanie
Lenina”) in Pravda, January 24, 1929.

(7) N. I. Bukharin, “Zametki ekonomista”, Pravda, September
30, 1928; and “Politiceskoe zavescanie Lenina”, where he says
“We will win thanks to scientific economic management or we
will not win at all.”

(8) Bukharin, “Politiceskoe zavescanie.”
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having themselves created them.”
Karl Marx, Foundations of a Critique of Political

Economy

From one world to another

In the Soviet Union, Preobrazhensky took as the
starting point of his analysis of the “laws” of post-
capitalist society, a remark which may appear banal, but
is far from universally accepted: “The mechanism de
pends upon the economic structure in which it exists.”
(New Economics, Trans. from the French, 1966 p. 68)

The author of New Economics was convinced that
the transition to socialism could accept neither the form
nor the content of the “law of value” as its regulator.
This did not mean dispensing with a domestic market or

‘the world market altogether, but ensuring that their func
tions would eventually wither away as planned relations
took their place.

Preobrazhensky’s perspective presupposed that the
plan would not become an instrument for the alienation
of labor, for the subordination of the workers to eco
nomic choices and management decisions emanating
from an alien body. The state had to wither away. (1)

Instead, the opposite happened: the state developed,
became omnipresent and tentacular. The construction of
“socialism in one country” (a largely underdeveloped one
at that) became a declaration of war against all real or
presumed enemies within the besieged fortress. (See
Lewin, 1-1985). The plan had to be imposed down to its
smallest details. This was how Stalin’s “theory” under
stood the socialist law of accumulation’s struggle
against the law of value. Private initiative was repressed
even when it was not necessarily threatening, and often
without there being alternative forms of organization to
replace it. Worse yet, along with private initiative, ini
tiative of any kind, whether private or collective, was
banned — stunting the potential for progress inherent in
“social” property.

Meanwhile, back in the capitalist world, the 1929
crisis sounded the death-knell of illusions about the mar
ket’s ability to restore the economy’s health: free-
enterprise free-market solutions to the crisis only made
things worse. The problem was not only that mass pro
duction of consumer goods could find no corresponding
mass outlets as long as wages remained only a cost. It
was also that the new scale of production concealed a
greater weight and concentration of the proletariat which

(I) On alienation in the so-called socialist countries, see
among others: B. Mandel [2-1977, chapters 10 and 11], Ticktin
[2-1974] and the conthbutions of the Yugoslav philosophers Pc
trovic, Vranicki, Tadic, Pesic-Golubovic, Chaldarovic and Mar
kovic in the review Praxis published in Belgrade in tE~ l970s,
listed in part 2 of our bibliography.

made the recipes formerly used to get over crises —

wage restriction and mass unemployment — explosive.
Keynesian devices alone proved incapable of revers

ing the situation. Only the Second World War ultimately
provided the political and economic conditions for a new
prolonged period of growth. (2) The war against fascism
quickly turned into a cold war against yesterday’s allies.
When the cold war ran out of steam, its relay was a “so
cialization” of capitalism, which Keynes had explicitly
advocated as necessary for the survival of capitalism. It
was no longer possible to treat collective resistance as
“irrational” or to believe in the ability of market-based
mechanisms to re-absorb unemployment. There was no
reason why the interests of each and every businessman
should converge by the grace of an invisible hand around
equilibria that guaranteed full çmployment. The state had
to intervene.

One cannot but be amazed at the continuing fashiona
bleness of apologies of the market after the long post
war boom, which was largely based on limiting the role
of the market. The fact is, the need for a planned system
was expressed in the West as well as the East — al
though in the context of different social relations (and
thus property relations) fostering different contradictions.

The socialization of risks in the West

In reality, we have seen a new rationality develop in
conflict with the law of value on both sides of the di
vide, and on a far wider scale than in Preobrazhensky’s
time.

Capitalism has experienced, in its own way, a
growing tendency towards the socialization of risks, to
wards the ex ante planning of production (of wages and
profits): the credit currency has freed itself from its mar
ket base. But all this without eliminating private proper
ty and the profit motive, and therefore also the functions
of money as a means of accumulation and speculation.
(In a period of uncertainty, such as we live in today,
credits which anticipate the realization of an already com
pleted pmduction, become “doubtful credits” and specula
tion replaces productive investment and increases the risk
of financial collapse.) In a first stage, class contradic
tions were contained by the political settlement of World
War Two and, in a second stage, they were attenuated by
economic expansion. This happy state ended with the
emergence of growing social resistance to Taylorism,
conflicts over the sharing of added value and the workers’
escalating demands in a period àf growth and full em
ployment. The logic of profit (“of supply,” as its bash
ful theoreticians j,refer to call it) was bound to reassert

(2) See Dupont et 4 L4 1967]

its prerogatives at some point. The law of value, the law
of the market, compressed and violated in a less and less
competitive system has now reasserted itself with a ven
geance under the guise of deregulation.

Nevertheless, all the problems raised by Keynes —

not to mention those not raised by him — remain.
Competitive capitalism is no longer viable. But the so
cialization of capitalism collides head-on with its proper
ty relations.

On the other side, bureaucratic planning has shown
that it could industrialize with little or no recourse to the
market. If one must compare this with something, it is
better to compare it with countries which had the same
socio-economic characteristics, that is the countries of
the capitalist periphery. The political, social and eco
nomic costs of this pseudo-socialism are, of course,
clear to all. Moreover, the dead-end to which it has ar
rived highlights the lack of class coherence of the bu
reaucracy. Whenever the latter resorts to market mecha
nisms — which it idealizes — it is saddled with the
well-known problems of capitalist countries, but with
different property relations: paradoxically, although de
nied the right to organize free trade unions and associate
in political organizations, workers’ resistance to market
mechanisms has been and will remain more capable of
winning gains than in the West, because the bureaucracy
has no independent economic position: it manages the
economy in the name of the workers. It is not the “real”
owner.

This is the root of the dead-end to which both “state
socialism” and “market socialism” have come. It is also
what makes their confrontation with a capitalist market
dominated by real owners, so complex.

Some remarks on the viewpoint of Ota Sik

In 1981, commenting on the Yugoslav experience
and crisis, Ow Sik recalled the solutions he had advocat
ed in 1968, during the Prague Spring. (“Pillars of a
Democratic and Socialist System” [3-1981]). In this in
teresting critical re-examination of his position, he
averred that it was “necessary to subordinate the process
of distribution to democratically determined social objec
tives” (idem, p. 16). This led him to challenge the free
dom which Yugoslav firms had had to distribute their
net income:

“In the first place,” he said, “such a mode of distribu
tion does not permit one to insure a macrn-economic
balance. This ill-proportioned development produces
high inflation. In the second place, this mode of distri
bution does not allow .. coherent differentiations of
income, according to the performance of firms, due to
a monopolistic income-formation structure.... Third,
this mode of distribution prevents the achievement of
democratic objectives based on developing the entire
economy on the basis of alternative choices.” (idem,
pp. 18-19)

At the same time, though, Ow Sik maintained the
proposition that investments should be allocated on the
basis of the market and firms oriented on the basis of a
search for the highest profit.

The precondition for a real debate on these questions
is that each choice be subject to a real democratic discus
sion and decision-making process, whatever the level at
which the decision is now made. Only then can one be-
gin a theoretical and practical discussion, based on exper
ience, to determine which problems can be solved more
effectively at which levels (overall, regional or local),
what advantages and disadvantages market mechanisms
might bring in a given context and which problems they
might be able to solve. (3)

Ota Sik’s answer suggests three remarks.

First remark:
the three options of self-management

The first remark is that if the freedom of self-
management remains confined to a local level and orient
ed to maximize income, it will necessarily conflict with
the desire for a macro-economic equilibrium and the con
trol of inflation. There are three possible responses to
this:

- One can return to a system in which self-
management is constrained by rules set down by the cen
tral state (as in Yugoslavia in the 1950s — see lecture
2), but this means returning also to the conflicts and
contradictions characteristic of that system described ear
lier.

- One can eliminate all forms of workers self-
management and renounce the goals of socialism.

- Or, one can expand self-management to a national
level. This implies revamping the system in such a way
that the choices made on distribution at the central level
emanate no longer from an institution alien to the self-
managed workers who have to put them into practice,
but from the workers’ own decision taken at another lev
el. The workers’ interest in making these choices and ab
iding by them would stem from the possibility of re
solving the problems which they encounter as
consumers of consumer arid production goods in the face
of inflation; from the possibility of a better solution to
the problems of employment; and, finally, from the pos
sibility of broadening their horizons as producers/
managers. This is the key problem which remains to be
solved.

Second remark:
Individual interests and social needs,
Is there a convergence?

Which questions would be better solved by democrat
ic central choices than by market procedures must be de
duced — as Ow Sik does — from the macro-economic
imbalances. But the distinction also depends on which
hypothesis is upheld with regard to the possible sources
of a convergence of individual interests and social needs.

“Individuals cannot master their own relations before
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(3) For a discussion of optimum growth and socialism see
Lavigne [3-1978], Desprès [3-1978] Tartarin [3-1978], Duch6ne
[3-1978], EhIman [3-1978] Godelier 13-1978] Markovic [2-1981]
and Genné [3-1978].
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The role which Ota 51k and other theoreticians of market
reforms attribute to the market flows from an idealiza
tion of the virtues of the market and a static and “pessi
mistic” view of individuals’ behavior at work. Sik says
it explicitly in his study: he sees no other way than the
market to stimulate more productive labor of a better
quality. Otherwise, he writes, each person “tries to max
imize his or her income with the least expenditure of la
bor.” (p. 13) This negative observation leads him to
argue in favor a model in which the organization of pro
duction and choices about investments must remain sub
ordinate to market profits.

We have attempted to show that this soft of mecha
nism for accumulation cannot have the virtues of capi
talist management without having its disadvantages as
well — and others besides. The “imperfect” reality of the
really existing market will solve neither the problems of
over-investment, growing costs and waste, nor those of
the low productivity of labor. It will produce inflation
and inequalities while postponing the socialist objec
tives of full employment and the dis-alienation of labor,
producing more and more conflicts along the way. The
social cost of a “perfect” model of maximization of mi
cro-economic competitive profit would be even greater.

Put another way, there will growing divergence, not
convergence, between individual interests and social
needs if resources are allocated according to their poten
tial for profit on the market.

Why not try to transform the motivations of individ
uals instead?

On the one hand, the inability of Taylorism, work
broken into pieces, to raise productivity gains beyond a
certain limit is well-known. On the other, the positive
results achieved by Hungarian agriculture when margins
of responsibility were increased; the way in which work
ers criticized waste in Hungary when social control de
veloped in 1956, and in Poland under Solidarnosc; the
suffering observed in workers prevented from “doing a
good job;” the “professional scruple” analyzed by Kornat
even when the system as a whole makes the effort inef
fective, all testify to the existence of deep-rooted aspira
tions thwarted by bureaucratism as well as market rela
tions.

These aspirations have far more to do with the con
tent of labor than with its remuneration — provided the
latter is adequate and each individual enjoys some regular
improvement of her or his living standard. Once this
sort of security is achieved, individuals can turn their at
tention towards other latent concerns. The idea that only
the risk of redundancy and the individualization of remu
neration can stimulate an improvement in the quality of
labor is by no means demonstrated — quite apart from
the fact that such incentives have perverse side-effects.
As soon as labor becomes interesting in itself (and pro
vides a standard of living judged socially equitable in
given context by consensus), routine and conservatism
can easily be combatted through comparing results,~
through the pressure of teams working together, through
the pressure of consumers of the goods or services, and
through the pleasure of job well done.

But such progress and creativity of labor cannot be
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fully realized in a single workshop or on the basis of fi
nancial management turned to the lure of profit. If work
is still piecemeal, then the worker might as well do the
least possible for the greatest possible income. Like
wise, if workers exert their energy. and imagination in
vain because the system does not generalize such efforts,
or worse yet, because they benefit the private interests of
a privileged layer, then the workers might as well stay
put and fix up their own home.

Workers self-management of the accumulation fund
— “defen-ed consumption” — imposes a coherent system
in which the objectives, the means, the relations of pro
duction and distribution, the criteria for measuring labor
and the incentives used reunite the producer, the consu
mer and the manager. (4)

Third remark:
the means must be consistent with the ends

This leads us to a third remark about Ota Sik’s posi
tion on differential pay according to the performance of
the firm.

The Czechoslovak theoretician is right to emphasize
“the monopolistic structure of incomes” in Yugoslavia.
But it should be clear that, underlying this feature, there
is a strong tendency (also noticeable in capitalist coun
tries when the workers movement is strong) to general
ize the advantages won by those with the best “perfor
mance,” or to disconnect personal income (or wages)
from competitive mechanisms (5) — trends which make
monetary incentives counter-productive and a source of
inflation. No one will challenge the necessity for materi
al incentives. It is their place and nature which is a mat
ter for debate.

Shortening the work week, eliminating the most te

dious and strenuous jobs, allowing time far training, ed
ucation, management tasks and leisure, providing men
and women with the means to control the conditions that
affect their lives, can be forms of non-monetary material
incentives — along with the development of a taste for
decision-making for its own sake.

These wellsprings of energy and creativity have not
been tapped, even when self-management made them a
real possibility. Would it not be better to take the goal
itself — transforming social relations and raising produc
tivity to reduce the work week — as an incentive and
phase out those (monetary) incentiv s which have a dis
integrative effect — and have neither been.applied fairly
nor demonstrated fully their alleged virtuSs? Reuniting
the worker with his or her labor, encouraging the free
public expression of needs and promoting a debate on the
incentives themselves, would help to discard inadequate
solutions to the problems. Democratic management of
distribution networks could link raises in monetary in
come to increases in the general productivity of the
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system; this would incite workers to disseminate all ad- one can only 1) try to discover the mode of distribu
vances achieved in their particular location, stimulating tion with which it began, and 2) try to find the general
those with the “highest performance” to associate with tendency in which the new development proceeds.”
others and pass on their know-how. At the same time, it [Our emphasis — C.S.J (8)
could allow all kinds of incentives linked to improve- This is a far cry from a normative vision of social
ments in the organization and quality of labor, to operate ism “defined” as a society in which the mode of distribu
on a local level. This raises once again the question of tion must be “to each according to his labor.” Already
what is the best time/space set in which the consumers today, distribution according to needs has taken on grow-
can judge these advances and improvements. Should they ing importance everywhere. Yet have material incentives
measure it in the opaque, compartmentalized dimension which can at once improve and transform labor, really
of value? Or in the dimension of the entire chain of so- been discovered?
ciallaborandusevalue? “Pursuing the pipe dream that socialism can be

It is clear that the very tight connection between rela- achieved with the dull instruments left to us by capi
tions of production and relations of distribution, empha- talism (the commodity as the basic economic cell,
sized throughout Marx’s work, appears in a very com- profitability, individual material interestas as a lever,
plex context when people’s habits remain shaped by etc) risks leading as to an impasse.... To build com
market incentives. munism, it is necessary, simulatenous with the new

material foundations, to build the new man.
“The pipe dream that socialism can be “That is why it is important to choosethe right in-
achieved with the dull instruments left strument for mobilizing the masses. Basically, this in
to us by capitalism ... “ strument must be moral, without neglecting, however
Che Guevara a con-ect use of the material incentive, particularly of a

social character.”
The basic contradictions are probably insurmounta- (Che Guevara, “Socialism and Man” (1965) [2-

ble. 1987], pp. 250-251.)
“The survival of bourgeois norms of distribution

reacts against planned relations of production,” Ernest
Mandel writes, “in the sense that it creates — in the “The commodity as the basic
context of a system prone to shortages — a strong in- economic cell” and
centive in favor of linking income not only to labor “socially necessary labor”
inputs, but also to the relative productivity of the lat
ter, since it is calculated and therefore known. This Under capitalism, the commodity analyzed by Marx
link can be individual or collective; it can break up or is a contradictory unit use value (produced by “concrete
accentuate the solidarity of workers in a firm or locali- labor” with specific physical qualities) and value (pro
ty or a branch of industry. It will always [emphasis in düced by “abstract” labor, a product of human energy in
original] accentuate inequality among the totality of general,” the substance of exchange value). Value cannot
the associated producers and will thus be a force tend- be realized without use value. But capital subordinates
ing to dissociate the latter subjectively.” (6) use value to exchange value because profit is the objec

“Bourgeois norms of distribution,” based on equality five and it does not exist without market value. Needs
before the law in a situation where pre-existing inequali- are of little concern. Only solvent demand (a need with
ties survive and embodied in the formula “To each ac- cash in its pocket) matters, provided it can ensure a “suf
cording to his labor,” have been interpreted and applied ficient profit.” As soon as the profit from sales is no
in practice in a variety of ways, some of which have longer judged “sufficient,” capital sacrifices the use val
been discussed in this study. it is not obvious to us, be- ues produced and the unsatisfied needs. In the final analy
yond the need to overcome deformations which serve as a sis, the “socially necessary labor” analyzed by Marx
óover for privilege, which criteria should be retained to therefore incorporates a three-fold judgement whose
achieve the optimum distribution in the context of “so- mechanisms are at once connected and hidden by the
cialist” accumulation. In a seldom quoted letter, Engels market: a judgement about costs, a judgement about de
shed an interesting light on Marx’s views on this ques- mand, and in close association with the first two, a
tion. (7) Referring to the debate about the mode of disth- judgement about the “suitable” social relations for a giv
bution under socialism, he wrote en society The commodity as an economic unit embod

“We have dealt with this in a very matenalist way in ies these three aspects
contrast to certain idealist jundical expressions But In post capitalist society market mechanisms and
none of the participants (in the discussion) appear to money subsist But their functions can change and even-
grasp socialist society as something in continual tually wither away to the extent that other mechanisms
change and progress However, in a rational approach, — other social relations — are able to assume these

(6) B Mandei “flu nouveau [2 i970] (8) F Engeis a letter to C Schmidt (Vifi 1890) about a de
(7) Rosdolsky draws attention to this m P1972]. bate in the Voikstribune, quoted by Rosdoisky [i-i972, p. 23]. 55

(4) See Mihaiiovic [6-i982] and BensaId [2-1976].
(5) See in particular Benassy at al. [3- 1979].
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functions better. Conversely, when the former fail to
materialize, the latter will reemerge. Even when they are
no longer commodities, goods remain the product of
concrete labor (specific, not measurable) and abstract la
bor (comparable to other labors). The latter must be
saved while the first is transformed (by reducing unpleas
ant labor and developing skills and mechanization). Nev
ertheless, the commodity no longer rules as the econom
ic unit — the crisis of bureaucratic planning is not a
crisis of overproduction of commodities: it is the crisis
of bad (over/under) production of use values and the
wastage of human labor.

Verifying that labor performed
is socially necessary

In a “collective ownership” system, it is completely
absurd to destroy any use values produced on the sole
grounds that theft cost of production — the labor ex
pended on them — was (too) high, or that the entirety of
the links in the chain of use values necessary for the
production of a good is interrupted by a bottleneck (bad
planning). The results can be analyzed and rectified with
out this adjustment requiring a change in prices to en
sure “economic recovery.” This is the reason why even
incorrect prices do not prevent the system from function
ing — albeit poorly, since expenditures should be meas
ured in proportion to needs.

In Calculs economiques et formes de propriété
[1970], Bettelheim rightly stressed that transitional soci
ety had not yet developed “concepts adequate for the
measurement of social labor, which is never given in the
dimension of physical labor.” (pp. 19-22)

He noted in particular how difficult it was to “meas
we” labor “useful” for the satisfaction of alternative so
cial needs which the system was capable of meeting at a
given moment. In this regard, he wrote, the “socialist”
equivalent of “socially necessary labor,” related to “use
ful social effects” has not yet been found. Does not this
theoretical problem lead us, we might ask, to an analy
sis of bureaucratic relations? (9)

The particular combination of private labor and so
cial labor can be transformed. In competitive capitalism,
a commodity is primarily the product of private labor: it
is manufactured in the context of free enterprise, by pri
vate decisions taken independently of each other. Re
sponsibility for this production is private — this is the
price a capitalist has to pay for keeping his profit. The
risk, if the private labor expended is not recognized by
the capitalist market as “socially necessary” — in other
words as corresponding to a demand which incorporates a
“sufficient profit” — , is bankruptcy for the firm, mean
ing unemployment for the worker. Planning, even bu
reaucratic planning, confers on labor expended a certain

(9) In the same vein, Betteiheim emphasized that “the solu
lion of this problem requires ... a sufficient degree of transfonna
lion of the transitional social formations” [3-1970, p. 3]. But he
did not pursue his critique of existing social relations further. He
later described his earlier position as “economism” [“lhtroduc
lion” to 2-1974].

direct social content — at the same time as it shares
risks collectively. (10)

This is not the only difference. The market in com
bining the various aspects of a commodity renders ver
dicts which punishes waste. On the other had, socialism,
more than any other society, requires a value judgement
on the quality and quantity of labor — from the stand
point of the worker as a producer as well as a consumer.
The risk can be assumed collectively. But it remains ne
cessary to correct faults and errors; the system must find
its own equivalent to “socially necessary labor,” Quality
control and the verification that needs are actually satis
fied are indispensable. The judgement of the user (wheth
& an individual consumer or a firm receiving equipment
goods) must be expressed.

The act of purchasing can be one of the means for
this verification. But it does not necessarily follow that
money is the sole or best means of judgement. The fact
that a good or service is not purchased gives no clue as
to the reason why it was not purchased. Likewise, defec
tive goods might be purchased and the defect not report
ed. Prices can be allowed to reflect insufficient output.
But if the rare goods are also essential goods, a debate
over how they should be distributed is necessary. Other
wise, the price increase will benefit the rich. Moreover,
it is not desirable for increases in free prices to provoke a
disorderly rush of investments towards the newly “profit
able” industry. On the other hand, such price increases
could be taken into account to make a specific market
study and avoid the anarchy of overproduction of com
modities. Public discussion can assign various needs a
grade of priority and reserve sufficient centralized resourc
es to ensure that everyone’s “absolute needs” are met.
Other needs could be left to the purview of decentralized
collective initiative and individual initiative. Computers
are an essential means for recording needs, making choic
es clearer for the producers, and taking macro-economic
constraints into account in decentralized choices.

Communities affected by particular undertakings
could pass direct, periodic judgemcnts on the latter,
thereby contributing to bring them more in line with the
overall goal of satisfying needs more thoroughly.

If it came after all these mechanisms, money could
cease to be a means of private accumulation and therefore
a source of speculation. It could cease to be the means
by which private labor is recognized as social — at least
through the dramatic procedure of declining sales and
bankruptcy as an individual risk. On the other hand, it
could remain a means of circulation, a means of verifica
tion of the actual use of a social expenditure (thanks to a
relationship between the private and the social). [Bettel
heim 1946] And if the direct judgement of those affected
(the producers and consumers) confirms the inutility of
an unpopular product, the means for a reconversion and
better use of the means of production and labor involved

(10) On these issues of the status of labor in the transitional
period, see Benelheim [3-1946, 3-1968 and 3-1970], Bononur 3-
1981], Horvat [2-1964], Preobrazhensky [1.1966], Bukharin [1
1976] and B. Mandel [“flu nouveau...” 2-19701.

In the same way as the commodity as the
basic economic cell incorporates a three-fold
judgement on costs, needs and social
relations, social control must extend its
sway over these three fields: but the
techniques for recording costs and
inventorying needs must be subordinated to
overall social choices,

What needs to be challenged is not — in Bettelheim’s
words — “the theoretical space of the plan” ruled by use
value, but who controls the plan and who determines
which space is under its sway — or under the market’s.

As long as really expended, “physically controllable,”
labor is hidden by the bureaucratic plan — which covers
all waste, feeds parasites and perpetuates alienated labor
— or, alternately, as long as it is “reified” by the mar
ket, the bureaucracy will have the upper hand and labor
will reject all attempts to measure it “socially.”

The commodity has begun to wither away as the bas
ic economic unit, but without allowing economic de
mocracy, its dialectical antinomy, to replace the market,
without passing its powers to judge the social expendi
ture of labor on to the “associated producers” themselves.
Granted eliciting the producers’ judgement is not easy,
but without the will to do so, it is impossible.

We admit, then, to a continuing “prejudice” against
the market as a regulator (as distinct from the partial use
of market mechanisms), The problem is that one cannot
let all the functions performed by the market simply
wither away along with the market itself: other methods
of determining costs, waste and needs must be invented.
The debate then shifts to another terrain in which the
standpoint of society as a whole is the starting point of a
new economic logic — and not a footnote, a sentimental
wish or a band-aid applied after the damage is done. Once
this terrain is accepted, the focus shifts to a case by case
discussion of which social needs should be met first and
how — drawing the balance sheet of experience for all to

see. This approach therefore requires that a distinction be
introduced among various needs, as suggested by Ernest
Mandel in his debate with Alec Nove, between those
which are considered (by those affected themselves) es
sential, strategic and to be met before all others; and
those which are diversified and can be met by decentral
ized means, on the basis of other forms of financing and
distribution criteria. The whole process could be subject
to periodic balance-sheets and adjustments. For clarity of
choice, the advantages, disadvantages of each particular
option must be fully discussed and the coherent set of de
cisions and mechanisms which its implementation
would require, made explicit. The quality of life and
work, relations with nature, ethical preferences,

fundamental desires for national and international solidar
ity are all “needs” which cannot be expressed by the mar
ket and should be the subject of debate and explicit
judgements, and present in all decisionmaking proce
dutes.

The process of dis-alienation of labor should be the
goal consciously pursued at each stage: whether the
choice concerns priority needs or the institutional, cultu
ral and socio-economic methods to meet them. This the
function of democracy.

Economic democracy as a
relation of production and distribution

The democratic process described here is neither sim
ple nor always direct. It must free itself from the fetish
ism of commodity relations at one end and the bureau
cratism of administrative orders at the other. Experience
shows that this requires a complex set of institutions,
mechanisms and means.

The problem is not mainly technical, although com
puters and audio-visual methods are essential to solve
the questions posed in this process: the choices available
to an industrialized society are many and varied, as are
the social interests present. Class differences will disap
pear slowly. They can revive, even in post-capitalist so
ciety. To these are added other forms of stratification and
conflict. In addition, the same individuals do not neces
sarily have immediately convergent interests as consu
mers and as producers. National and community aspira
tions, sexual and cultural differences will also remain
durable sources of tension.

In this context, it is best to take the perspectives be
queathed by Marx and Engels for what they are: general
guidelines for another mode of social organization in
which the development of productive forces stems from
the dis-alienation of labor, in which the conscious exten
sion of each new gain for the benefit of all replaces equal
competition among the unequal and in which the criteria
of profit and solvent demand ceases to limit the satisfac
tion of needs. Their perspectives are not indications on
how to get to such a society and how to organize it. But
what they are is not insignificant for the critical analysis
of “really existing socialism.”

On this point Alec Nove [1983] dissolves the Marx
ist argument into an overly general and therefore irrele
vant point. He is right to emphasize the naïveté of a vi
sion of socialism without differences, without conflict,
without specialized professional skills, where each indi
vidual would be interchangeable with the other in every
task. Granted also that direct democracy does not resolve
all problems in and of itself, contrary to the impression
one might gain by taking Marxist texts too literally.
But it is the substance of the matter which is important
to us: can one and should one strive towards a society in
which a monopoly of power based on privileges no
longer exists? In which differences would no longer fos
ter relations of oppression and exploitation? These ques
tions pose the need for an experimental evaluation of the
conscious, political means to combat the spontaneous

could be determined by society. It is the communities of
workers and consumers affected by the same production
of goods or services who should be able to determine
whether a job performed less effectively than another re
mains nonetheless useful — and how it can be im
proved.
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mechanisms which have used differences to reproduce or
produce and crystallize relations of oppression and ex
ploitation.

Each and every individual cannot decide everything
all the time.

Bringing the decision closer to those who
are most directly affected by its effects can
help to define the necessary institutions.

From this viewpoint, the “associated pro
ducers” should have the decisive say over the
organization of their work. Another clear im
perative to counter exclusive and therefore
oppressive decisions, is that various commu
nities (nationalities, women, youth) be given
freedom of speech and the right to organize.
(11)

The fact that society must pay a high social, eco
nomic and cultural cost when an important dimension is
denied expression and smothered, is probably the only
rational force that can motivate the search for a consen
sus. Conversely, when substantial social and cultural
differences persist, counterposing appeals on the people
as a whole to work out their problems “all together”
rather than engaging in allegedly old-fashioned struggles
[François de Closets 1985], is at best naive, and more
often than not, a deliberate mystification. Consensus has
no chance of becoming an effective method of decision,
capable of reducing antagonisms, unless the antago
nisms have already been reduced as a result of a more
egalitarian distribution of labor and a more egalitarian
appropriation of its results. This is why institutions of
power cannot be discussed separately from property rela
tions and the socio-economic decision-making mecha
nisms.

Just as direct democracy “needs” institutions to avoid
being purely formal, soit “needs” a process of reduction
of social and cultural inequalities.

When efforts to resolve these different aspects of the
same overall problem are applied separately, at different
times, power arrangements and antagonisms can crystal
lize and become more difficult and costly to challenge.

Parties, experts, groupings

The idea that the main economic chokes should be
the purview of the Party (or of several parties) is as
much a mystification as that which reserves these ques
tions exclusively for “experts.” But it would be equally
false to oppose to these two impasses the naive vision
of a direct democracy which could do without either po
litical debate or experts. The mistrust of economists

11) In his article on new forms of democracy and socialism
[6-1981], Markovic gives a general statement of this approach;
he believes that federalism is the optimal form of representation
of diverse communities in an overall socialist society; Houses of
representatives of the citizens, the nationalities and the producers
would make it possible for the various views to be compared and
proceed to osmosis. Negotiation and consensus should be the
most favored form of decision-making.
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who raise certain partial theories and methods to the rank
of universal — and therefore undisputable — rationality
is mirrored by the mistrust of politics perceived as pure
manipulation and hunger for power.

Economics is like a weapon, Serge C. KoIm notes
quite accurately; all depends on who is using it. The
same is true of politics.

The pluralism of expert opinions, the right of every
institution of direct democracy to resort to a “counter
study” by another expert, is just as essential as the plura
listic expression of political options, whose function
should be to fight the languages of experts. But scientif
ic institutions, like parties and other political groupings
(whether in party form or not), should not wield the ac
tual power of decision. Groupings in political communi
ties can give an overall view of the problems and stimu
late self-activity. The possibility of resorting to the
judgement of experts can give confidence. The guarantee
of being able to defend oneself against abuses of power
also contributes to making recognized rights credible. In
other words, both self-management as an integral sys
tem, and direct democracy require scientific institutions
and political groupings.

If, on the other hand, parties or experts substitute
themselves for direct democracy, the people will remain
confined in the narrow horizons of everyday life and
growing conflicts of interest will emerge.

But as long as any form of “central” choice, that is of
choice affecting society as a whole, is identified with
“statism” and dictatorship — because repeated experienc
es have anchored this in people’s minds — the debate
will remain on a false basis. Localist, regionalist or cor
poratist interests will be inevitable, whatever the formal
decisions taken on the harmonization of interests.

The, future: socialist utopia

“U-topia means nowhere, in other words a society
which does not exist. Not one which is impossible.”

Serge-Christophe KoIm [3-1984]

Socialism will not mean uniform individuals, raised
in the same mould — fortunately! On the contrary, it
will mean new differences and new conflicts. The wager
expressed in socialist utopia is not that a society without
contradictions can exist, but that with a certain level of
socio-economic and cultural development, human society
will be generally freer. It will be freer by consciously
mastering the constraints under which it must exist, and
transforming them so that each victory over nature and
time can be shared among all.

This is a wager still untested by events, but not un
testable. In an age when productive forces have been in
ternationalized, when “the creation of real wealth is less
and less dependent on labor time,” the viability of this
wager cannot be judge4 on the level of development of a
particular country, but “depends on the general state of
science and of the progress of technology, or the applica
tion of this science to production (Karl Marx, Grun
drisse).I
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