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Social-imperialism and
Social-Democracy, Cover-Up of
Capitalism in the USSR

(or How Martin Nicolaus and the October
League Have “Restored” Socialism in the
Soviet Union)

C.R.

In October, 1974 the Revolutionary Union, a national commu- '
nist organization which played a key role in the formation of the
Revolutionary Communist Party, USA, published an important
analysis of the development and workings of Soviet social-impe-
rialism entitled Red Papers 7: How Capitalism Has Been Restor-
ed in the Soviet Union and What This Means for the World Strug-
gle (RP7). At its foundation the RCP adopted this book as one
of its own publications.

Since publication of RP7 it has become more important than
ever that the working class and masses of people be armed with
a correct understanding of the true nature of Soviet society. In
the current world situation, with the continuing contention be-
tween the two superpowers, the U.S. and the USSR, intensifying
daily and with the danger of a new world war growing steadily
from this, it is essential that the working class recognize clearly
the class nature, not only of our own rulers, but also of our rul-
ers’ main rivals, the capitalists of Soviet Russia.

Moreover, even today when in the U.S. the question of seizing
state power and establishing the dictatorship of the proletariat is
not yet an immediate guestion, it is still important that the U.S.
working class begin to develop a scientific and class conscious
understanding of the nature of socialist society and the transition
to communism, so that we can have the clearest possible picture
of our final goal and so that we can be prepared to seize on any
opportunity presented to us to move forward from capitalism
into a whole new stage of human history.

In this context, of the rapidly changing international situation -
on the one hand, and of our own struggle for socialism in the
U.S. on the other, continuing discussion and study, debate and
struggle, centered on the theses and arguments of RP7 can be one




24

very important way for communists, advanced workers all
and other revolutionary forces to dee en thei generally,
plex and crucial questions. P Ir grasp of these com-

PART 1: OPPORTUNIST LINE HIDD '
TION AND SLANDER EN BEHIND DISTOR-

) One attempt to contribute to this discussion, an article enti
.‘Cn,iilque of Red Papers 7: Metaphysics Canno,t Defeat Reélizligff
}‘sm, appeared pnder the signature of Martin Nicolaus. a self-styled
revo,lutlonary. mte!lectual” and English-language trahs:lator of
Marx’s Grundrisse, in the pages of Class Struggle (No. 2, Summer
1975), the “theoretical” journal of the October League ’(OL)
Upfortunately, be;hind a rather flimsy shield of purported échol-
arship and not-sp-w1tty sarcasm, this article only distorts the cor-
rect understanfllng of the class nature of Soviet society and of the
process by which capitalism was restored there presented in RP7
In the manner for'which the October League has become justly .
famous, it offers little more than pages of distortions, misquotes
and Qutnght falsghoods. Characteristically the author is more cc;n-
~cerned with flnd.n_lg new ways to hurl muck at the authors of RP7,
calling tl-lem. revisionists, Trotskyites, and anarchists all at once,
than hg is with adyancing his readers’ knowledge of the subject,
. For mstar_xce., Nicolaus’ contention that RP7 ends up in fact s.ay-
ing t_hat capltqhsm has not been fully restored in the Soviet Union
bl.lt is only being restored or “will inevitably be restored” (which
Nicolaus falsely claims to quote from an unnamed page of RP7Y)
:)nust surely come as a surprise to even a careless reader of that ”
P }?:lé. ’1_‘hte pages of RP7 abound with numerous examples of how
the & ?i‘rlllg& economy has been completely reorganized along capi-
. For instance, the discussion of the Shchekino Chemical
bine “experiment” on page 49 describes the development (?foslgeed-
up and unemployment under Soviet capitalism. And while the
Spwet .U.mon has yet to experience a classic capitalist overproduc-
tion crisis, RPZ explains how the recent disasters in Soviet agricul-
ture stex_n precisely from the reintroduction of “the fundamental
coni.:ra.dlctlon of capitalism and imperialism everywhere—the con-
tradlctlgn between private appropriation and social production of
| wc_ealth. (p. 56) Ipdeed, on this same page, where according to
« Nlcolaus.the startling thesis that capitalism has not yet been fully
restor_'ed_ in the Soviet Union is supposedly advanced, we can read a
description of how the primacy of the capitalist law of value means
::)he development of capitalist competition. This is then followed
nga;eiryz}stgl-clear sta}:,ement th?.t “This is what is happening in the
tomorro;lvl.on today.” (emphasis added) Today, Mr. Nicolaus, not
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Or, similarly, Nicolaus distorts and slanders RP7’s discussion of
the achievements of Soviet socialism, claiming that ‘“The whole
period is painted a dull grey; and indeed the authors characterize
this span of years simply as ‘the first period in the restoration of
capitalism.’ This basic approach is very near in spirit and method
to the Trotskyist view of Soviet socialism, much as it pays lip-ser-
vice to Stalin.”

No deal, Mr. Nicolaus. RP7 takes a clear stand on the Stalin
question and in defense of the Soviet workers’ state. On page 15
we read that “During these years the working class was firmly in
power and proletarian policies were being followed in most areas.”
An entire section is devoted to answering the question ‘“How did
the working class build socialism in the Soviet Union?’> What RP7
does not do is spend idle pages waxing eloquent about the very
real achievements of the Soviet workers under socialism, solely to

create the ‘“sense of loss” which Nicolaus finds lacking. RP7 takes
the correct stand of analysing the past to learn for the present and
future. Its authors are not afraid to emphasize the very bitter and
sharp class struggle which continued throughout the socialist peri-
od, and they do not hesitate to sum up the weaknesses and, yes,
the errors of the proletariat and its party. This is not done to min-
imize or slander the achievements of socialism, in the style of the
Trotskyites, but to reveal the causes for the proletariat’s defeat so
soon after Stalin’s death. :

- As RP7 states: ‘‘Soviet social-imperialism grew from the soil of
the Stalin era, from the particular contradictions and struggles
that exist under the dictatorship of the proletariat and assume the
forms we have discussed during the period of socialist construction
under Stalin’s leadership. But many more things also took root in
this soil, some good, others not so. To understand where the heal-
thy flowers of workers’ power, industrialization, economic plan-
ning, collective agriculture, lost out to the weeds of revisionism and
capitalism is the very difficult task at hand.” (p. 20) It is in this

- spirit that the history of Soviet socialism is discussed. '

But if the Nicolaus article were simply an assorted collection of
misquotes and distortions its “argument” could be readily dismis-
sed with an admonishment to those who have not yet done so to
read RP7 for themselves so as to set the record straight. And, in-
deed, such a reading does quite a bit to take the wind from Nico-
laus’ sails. :

However, beneath all the slick distortions, all the quoting out
of context, there is a line. The mudslinging and the misquotes
have a purpose. They disguise the fact that Nicolaus is in funda-
mental disagreement with one of the most basic theses of RP7 and
of the Marxist-Leninist theory of the dictatorship of the proletari-
at—namely, the thesis that socialism is a form of class society and
that under socialism class struggle continues. This class struggle is




most.flmQamentally a political struggle. The question of whether
a society is moving forward through socialism towards communism
or whgather capitalism has been restored is, in essence, a question
of wh.lch _class rules and whether or not the basis for eliminating
explmtatxon is being laid. It is not, fundamentally, a question of
thlch forms characterize the organization of the economy, the

free” market, or some type of planning. In opposition to this
correct view, Nicolaus supports the position that the essential dif-
ference between capitalism and socialism is the difference between
the anarchy of the market and the rationality of planning.

PART 2: NICOLAUS REDEFINES SOCIALISM

) Nicolau§ begins his attack with a frontal assault on RP7’s defini-
tion of socialism which emphasizes the fact that socialism is, in es-
sence, a transitional form between capitalism and communism,
completely classless society. The definition is presented on page
Q, at the close of a section entitled “What is Socialism?” This sec-
tion stresses that “only socialist revolution can eliminate the anar-
chy, destruction and misery caused by the capitalist system” and
notes .that. “socialism resolves the basic contradiction of capitalism
by dpmg away with the private ownership of the means of pro-
duction and the private appropriation of the surplus produced by
_the collective, socialized labor of the working people.” (p. 7) But
1t also notes that “The new socialist relations described by Marx
a.t}d Engels cannot be established at the stroke of a pen. The final

triumph of socialist relations comes from a process which takes
time and conscious struggle, class struggle.” (r.9

Hence, RP7’s definition lays stress not on any predetermined
level of de\_relopment of socialist economic forms, but upon the de-
gree jco which the working class, under the leadership of its Com-
munist Party., is consciously transforming all of society and gradu-
ally overcoming the legacy of capitalist production relations.

This does not satisfy Nicolaus who raises as the main question to
be answered, “Does the law of value dominate the relations of pro-
duc_tlon or are they dominated by planning?”” Now one thing '
Vth(:h is stressed throughout RP7 is that the law of value will con-
t;nue to operate and have considerable influence for quite some
time under socialism. Even where the socialist economy is mainly
a planned economy, the planners must still keep in mind the dic-
tates of this law in order to gradually restrict its operation and
event'ually abolish its basis, commodity production. Planners can-
not simply decide to build thirty steel mills, for instance, simply be-
cause the working class needs these. They must take into account
factqrs of cost and even of profitability which are still largely de-
termmed through operation of the law of value.

Nicolaus argues that RP7’s definition which places emphasis on
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the political dominance of the proletariat over the bourgeoisie and
not on the economic dominance of planning over the market, tends
to merge capitalism with socialism. He points to the Soviet NEP
period of the early 1920s, when the Soviet working class was forced
to retreat from the system of “war communism” to make use of
what Lenin termed “the forms and techniques of state-capitalism,”
and notes that “by this definition, Soviet state-capitalism during
the early NEP period definitely qualifies as ‘socialism.’

Absolutely correct, sir! This was “socialism’’ because the work-
ing class ruled. And even though the workers were forced to step
backward somewhat at this time, this retreat was designed to
strengthen the rule of the proletariat and the leadership of its Par-
ty. Would Nicolaus like to make the key dividing line between so-
cialist Russia and capitalist Russia the start of the first Five Year
Plan and not the revolution of October, 1917 (as several bourgeois
historians have tried to do before him)? Would he like to argue
that state-capitalism (and not just its “forms and techniques,” as
Lenin saw it) was the dominant system in the Soviet Union until
it was overthrown, not by the masses in proletarian revolution, but
by the plan? If so, and he does, then he misses not only the crucial
overriding question of which class rules, but of the particular fact
that, during the early NEP period the proletarian state exercised
control over “the forms and techniques of state-capitalism® and
over the remaining capitalist relations and forces.

In fact, the “forms and techniques’’ not only of state-capitalism,
but of individual capitalism too, continue to play a very important
role in all socialist societies even where in the main the socialist
ownership of the means of production has been established. This
is one reflection of the continued existence of the law of value and
of classes and class struggle under socialism.

In China just before the Cultural Revolution, ten years after pri-
vate ownership of the means of production had been virtually elim-
inated in industry and a planned economy instituted, Mao Tsetung
declared that the majority of factories were in the hands of capi-
talists and run according to the logic of capitalism! But China was,
and has remained, the leading socialist country in the world. And -
even today in China the issue has not been entirely settled with re-
spect to the system of ownership,

In every socialist country that has yet existed in the world the
overwhelming majority of agricultural enterprises are owned col-
lectively by the peasants who work them and not by the proletari-
an state. While these farms mobilize the cooperative efforts of
thousands, and while communists on the farms struggle to lead the
masses in putting the interests of the whole society above those
of the one collective, still production under this system is not sim-
ply for the overall good but also ties individual income to the out-
put of the collective farm itself, as well as to the work of the indi-




vidual.
_ Yet collectivised agriculture is one very important form of social-
ist pz:oper’cy2 representing a tremendous advance from-individual
farming. It is a form in transition. The goal of the proletariat is to
gradually transform these farms into state farms through a step-by-
» ste.p strugg}e against the capitalist class relations which continue to
exist even in the collective form. And, despite Nicolaus’ protesta-
tl_oqs, this struggle takes place through stages, with the form of so-
cialist prope:rty undergoing a transformation from a lower to high-
er level. It is the dictatorship of the proletariat and not just plat;x-
ning Whigh makes this struggle possible.

The point is .that even under socialism many of the forms which
we associate with capitalism continue to exist. This is because un-
der socialism, as Stalin pointed out so forcefully in his Economic
Problfzms of Socialism in the USSR, and as Mao Tsetung stressed
especially in the period just before his death, commodity relatioﬁs
have not yet been fully overcome. The law of value does exist and
does influence production (and not just distribution) under social-
Ism even though its sphere of operation is increasingly restricted as
t!le polltlpa}l power of the working class is strengthened, the initia-
tive, participation and conscious action of the masses is encouraged
apd as t_he productive forces are developed on this basis. The con- ’
}:mued u%lﬂuence of thp law of value and the existence of capitalist
c?:slg:ti g;(l:(:'the continued existence of antagonistic classes and of

The continued operation of the law of value under sociali
stems frpm the fact that in practice real ownership gl:é' i?lglanl)l::rlls of
production ]oy the working class is not entirely complete and this
is _reﬂgcted in the continued existence of “bourgeois right” in dis-
.tnbutlon ac_cording'to work and exchange by means of money. It
is al‘s‘o seen in _the continued persistence of what the Chinese térm
the “three major differences,” between workers and Ppeasants, be-
tween town and country in general, and between mental and ;nanu-
al labor. These can only be eliminated step-by-step as, in the
z?;lzfss; oit;‘ hstrenhg’chenifng proletarian dictatorship and building so-

, the sphere of o i i
clalis restrictgd ‘ peration of the law of value is more and

Now, one might ask, since the law of value is the la i -
lates the xparket, how is it possible for this law to stillvg;g?:;g 11;31*(%’u
der planning? The answer is simply that planning by itself is a
classless concept. The question is planning for whom and what
purpose? The capitalists plan every day. They plan to achieve the
h1ghest.rates of profit for themselves. On the level of the single

. enterprise tl.le capitalists plan production and sales to maximize the
1"ate of p_roflt. And on the state level the capitalists can also engage
in plam:nng, as In many countries in Western Europe. However, as
RP7 points out, “these plans are drawn up only to insure the p;o-
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fitability of major monopolized industries.” (p. 3)

Socialist planning is not based on maximizing profit. Under so-
cialism planners must plan the economy with the political interests
of the working class at heart; they must seek to increasingly involve
the masses of workers in the planning process. But this takes time,
and for a long time, when the bourgeoisie still exists, the planners
must continue to resort to financial calculations, and take account
of cost and profit factors. Hence, RP7 notes that “In all socialist
societies established so far, money, rather than the direct calcula-
tion of social labor time, continues to be the chief means by which
goods are evaluated and distributed. Monetary value and physical
magnitudes (weight, length, etc.) are used by the state planners to
allocate resources and measure production.” (p. 8)

Nicolaus questions this formulation, contending that it “muddles
up the rather crucial fact that in Soviet socialist planning, the allo-
cation and measurement of resources and of production in physi-
cal terms played the leading and decisive role, while the financial
system played the passive role of bookkeeper and expediter.”

In this sentence our critic reveals quite a bit more than perhaps
he had hoped. For to say that the financial system played ‘‘the
passive role of bookkeeper and expediter” is to deny that, as Marx
said, “economic categories are only the abstract expressions of ac-
tual production relations.”” (Critique of the Gotha Programme)

The financial system was not just a bookkeeper under Soviet social-
ism nor has it been in any socialist system. To contend that the
Soviet financial system was simply a bookkeeping operation is to
deny that the socialist system is regulated by knowable economic
laws and that among these is the law of value, a law which is expres-
sed through financial accounts and lets us know that the basis for
capitalist restoration persists.

Under Soviet socialism the operation of the financial system re-
flected the fact that planners had to take into account costs of
production as determined by the law of value. Careful bookkeep-
ing was needed because the proletariat could not simply deny the
operation of the economic laws which exist independent of man’s
will. Under capitalism man is a slave to the laws of the economy
precisely because under that system the proletariat is not free to uti-
lize its scientific knowledge of these laws to “restrict their sphere
of action, utilize them in the interests of society and ‘harness’
them...” (Economic Problems of Socialism)

In the Soviet Union in the ’30s the same viewpoint held by Nico-
laus led some planners to make serious ‘‘voluntarist™ errors, acting
as if the workers could do just about anything under planning with-
out taking into account factors of cost and ‘““value.” While refuting
the revisionists in the Party who sought to restore the profit motive
to the Soviet economy in the late ’40s, Stalin also argued against
this voluntarist view as a mirror-image of the same bourgeois line.




Both the view which restores the law of value as regulator of the
economy and the view which totally denies the influence of this
law share in common an idealist denial that the working class can
consciously transform society by grasping and utilizing in its own
interest the objective laws which govern society. If the proletariat
_atte-mpts to suppress the law of value to an extent greater than ob-
Jective conditions permit—as would happen if the financial system
18 viewed simply as a bookkeeping operation—then this can only
lead to intensification of bourgeois resistance through the appear-
ance of black markets and the consequent demoralization of the
masses.

Sta}in pointed out that “True, the law of value has no regixlating
function in our socialist production, but it nevertheless influences

production, and this fact cannot be ignored when directing produc-

tion.” (Economic Problems of Socialism) Failure to recognize this

fact amounts to failure to recognize and combat the continued ex-

istence, and resistance, of the bourgeoisije!

So, Nicolaus’ unspoken definition of socialism sets that system
apart from all other systems principally through its emphasis on
planning, Tl_lis, as we have seen, leads him away from the funda-
mental Marxist principle of, in Mao’s words, “taking class struggle
as the key link,” The application of this same classless approach al-
so leads Nicolaus into a hopeless muddle when he attempts to for-
mulate a definition of capitalism.

According to RP7, “It is the creation of surplus value by the
W01_'ke1"s and the appropriation of this value in various forms by the
capitalist class, to be disposed of according to the needs and desires
of that class, which is the distinguishing feature of the capitalist
system.” (p. 5) Nicolaus objects to this statement and in particular
to a later reference which calls this the “fundamental law” of capi-
talism. Instead, he gives distorted emphasis to the character of la-
bor power itself as a commodity, one of the essential aspects of ca-
pitalism,

) Now at first glance this would really seem to be quite a forma-
listic and academic difference since RP7 does emphasize this all-im-
portant featl}re of the capitalist system. After all, under capitalism
the commodity character of labor power is expressed precisely in
the extraction of surplus value, since no capitalist in his right mind
would purchase labor power except to create surplus value through
the employment of that power in production. What then is Nico-
lau§’ objection? Surely someone who took such umbrage at what
he imagined to be ill treatment of Stalin by the authors of RP7
must find it difficult indeed to contradict Stalin, who said that
“Mpst appropriate to the concept of a basic economic law of capi-
talism is the law of surplus value...” (Economic Problems of So-
cialism)

The problem is that Nicolaus confuses the commodity character
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of labor power with the commodity character of the means of pro-
duction and seemingly treats the two as interchangeable. He notes
that while RP7 recognizes the commodity character of labor power,
“it still leaves out the other half, namely that capitalism is distin-
guished from other systems of commodity production in that not
only labor power but also the means of production become com-
modities.” In other words, as will become even clearer, for Nico-
laus the buying and selling of labor power and the extraction of
surplus value this entails are really just a reflection of the buying
and selling of the means of production which is the real distinguish-
ing feature of capitalist production.

As we shall see more fully, this reflects Nicolaus’ view that what
constitutes capitalist restoration in the USSR is the fact that—to a
limited degree—‘reforms” in the Soviet economy allow managers
and enterprise directors to buy and sell means of production and
labor power outside the state plan. If this were not so, according
to Nicolaus, the Soviet economy would not be capitalist. But, in
fact, the overwhelming form of buying—and exploiting—labor
power is not this “free enterprise” at the enterprise level, but ap-
propriation of surplus value by the capitalists in control of the
state, ministries of the economy, large production associations,
etc. through the plan. Capitalism in the USSR is highly develop-
ed state-capitalism. Nicolaus’ insistence on making the essential
feature of capitalism “free market” buying and selling of means
of production and labor power—and his insistence, in effect, that
the two must go hand-in-hand—leads him completely away from a
correct analysis of capitalism, especially its main features in the

USSR.

In fact, the buying and selling of the means of production, al-
though most extensive under capitalism, exists to varying degrees
in all commodity systems, even where commodity production is
not the main, or generalized, form of production. Under feudal-
ism and slavery, for example, the lords and slavemasters were free
to buy and sell both land and what tools and primitive machinery
did exist at the time. But only with capitalist relations does the
sale and purchase of labor power for the purpose of extracting sur-
plus value become possible.

Nicolaus thus views capitalism as a system characterized by the
regulation of production according to the dictates of the law of
value, i.e., according to trade in the means of production. Now
certainly the domination of the law of value is one characteristic
of capitalism, but the law of value is the general law for all forms
of commodity production and it cannot be said to be the distin-
guishing feature of capitalist society. Stalin explained quite well
why this is so:

“The law of value is primarily a law of commodity production.
It existed before capitalism, and, like commodity production, will




continue to exist after the overthro& of capitali i )
pitalism, as it does, for

im;::ance, in our country, glthough, it is true, with a, restricted °

sphere qf operation. Having a wide sphere of operation in capital-

nolr\wrz'ic {’mblems of Socialism)

1colaus looks at capitalism not from the vant i
working class, whose labor power is exploited byatgheepc(:&)ni‘i;;acl);:‘sgl °
whg sees the product of its socialized production turned into ’
chains ,t,o further enslave it, but from the viewpoint of the “ali-
enated .‘ petty })ourgeois intellectual who is shocked and repelled
by_ th_e ‘vulgarity” of a society organized according to mercantile
principles. qu him socialism does not advance beyond capitalism
thr9ugh the elimination of exploitation, but only through the elimi-
nation of competition and the market,

PART 3: NICOLAUS TAKES PLANNING AS THE KEY LINK

' Al:med with this false conception of the difference bet
pitalism and socialism, our OL scholar sets out to refute tvl‘lrge}?isiiri-
cal presentathn of how capitalist relations of production have
been restored in the Soviet Union found in Chapters 2 and 3 of
Rf7. F;rst off, he decides that the authors ““dismiss the dramatic
5) m?;e’zrlsggégflfs of 1956-57, culminating in the palace coup of

Certainly the rise to power of Khrushchev was im

ta}ke_over qf the proletariat’s fortress, its Communistprf)aﬁa;lti;rcrxrrile
within, which Khrushchev led, and his revisionist assault 0;1 the
fgndarpent_al principles of Marxism-Leninism, which reached a
hlgh p1.tch.1n 1956, were surely, as RP7 declares, “the crucial turn-
ing point in the restoration process.”’ (emphasis in original)
(. 53) H'owever,_to understand this rise to power, to explain it
fully, in !;n.e Marxist fashion and from the proletarian class point
of view, it is necessary to speak of far more than “palace coups.”
And we h’ave heard enough of content-less inner-Party “power ‘
st.;ruggles’ from the legions of bourgeois “China watchers.” The

cusged in class terms, showing how the continui i

capltahs!: production relations under socialismmnrrllgai?ts:ltlir'sctig f
bour.ge01s1e will continue to be engendered under socialism and
continue to strive for a political comeback, basing its main hope
on the representatives of its class hidden in the leadership of the
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Communist Party itself.

Thus, in contrast to bourgeois presentations of these events,
RP7 does not put much stress on detailing a blow by blow ac-
count of the inner-party struggle of the mid-’60s. After all, most
of the available factual information relevant to such an account
comes from the most dubious of sources anyway and, no doubt,
the most damning information is still hidden somewhere in the
bowels of the Kremlin. What RP7 does stress is the sharpening
class struggle in the Party during the post-WW2 years, in the

spirit of revealing the real contradictions faced by the Soviet pro-

letariat and analyzing the unsuccessful attempts made by Stalin
and others to deal with them in a way to prevent capitalist re-
storation.

Nicolaus, of course, is incapable of grasping any of this since
for him the class struggle under socialism is merely an empty
phrase which he repeats because he finds it in Peking Review.

If one accepts his classless conception of what separates the two
systems, then one must wonder what on earth the two classes
have to struggle over. Did Khrushchev and his ilk struggle against
the planned economy because they wanted the right to give up
control of the economic power of the Soviet state in order to set
up their own businesses? Of course not! The class struggle was
not a struggle between advocates of a “free” market and advo-
cates of a plan, The Khrushchevite capitalist roaders wanted to
place the pursuit of profit in command of the planning process.
They aimed to make the accumulation of profit and the endless
cycle of accumulation-investment-accumulation the goal of pro-
duction with this blind accumulation of profit ending up in the
hands of an exploiting class. On the other hand, the genuine
communists wanted to strengthen the rule of the working class,
mobilize the masses to suppress the bourgeoisie and continue
to lead the masses in exercising conscious control over what was
produced, and in the interest of the workers and the masses of
people.

It is illuminating that Nicolaus wants more talk of “palace
coups” but ignores the important discussion of the role played
by Nikolai Voznesensky which appears in Chapter 2 of RP7.
“Voznesensky believed that socialism represents only the most
rational and orderly organization of the economy through
planning. He did not believe that planning had to be in the in-
terests of the workers and politically controlled by them.” (p. 18)
His role was important in paving the way for future revisionists,
like Kosygin, who studied at his feet. And his line is, in fact,
remarkably compatible with Nicolaus’!

But the most serious difference which our critic has with
the account of capitalist restoration presented in RP7 centers
on its presentation of the famed economic “‘reforms” of 1965.
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The whole thrust of Nicolaus’ line is that the capitalist system

in the Soviet Union was “created by the 1965 measures,” failing
to put the main emphasis on the consolidation of revisionist
leadership in the Communist Party. Thus, Nicolaus concen-
trates his heaviest fire on RP7’s discussion of these “reforms.”

In describing how the new Soviet bourgeoisie has restored
capitalist relations of production since the overthrow of pro-
letarian rule in the mid-’50s RP7 begins with an account of the
measures taken by Khrushchev. Although these measures
wreaked havoc with the stable planned economy which the
working class had painstakingly created, they did not accom-
plish the full restoration of capitalist relations in the economy.
Instead Khrushchev’s main contribution to bourgeois rule was
“to destroy the centralized power of the proletarian state’*and
- “to negate the achievements of socialism by breaking up the cen-

tralized rule of the working class and dismantling socialist in-
stitutions.” (p. 53) Khrushchev lost his position of power be-
cause under his “leadership” the economy fell into shambles
and chaos and new capitalist forces had to come forward to
“restore order.” : :

It fell to Brezhnev and Kosygin, who led the Soviet bourgeoi-
sie in dumping Khrushchev, to systematically stabilize and re-
structure the economy according to consistent monopoly ca-
pitalist principles—which they were forced to do by the lows
of capitalism and the actual class relations (productive rela-
tions) now existing. The 1965 “reforms” played the major role
in this effort. .

What was the main thrust of these reforms? Did they reorgan-
ize the economy into one where hundreds of thousands of in-
dividual firms compete freely on the open market? Actually no,
although as we shall see market relations, that is, the law of
value, began to assume the major role in the formulation of
planning policy. What the “reforms” did was drastically reshape
the “planning” process to conform to the capitalist nature of
the new ruling class. These new capitalists were not out to de-
velop the economy in an all-round way in the interests of the
working class. They were out to accumulate the greatest amount
of surplus value for themselves. They looked at the means of pro-
duction, not as resources for the proletariat, but simply as accu-
mulated dead labor which could be worked by living labor to
produce profit—i.e., they looked upon the accumulated wealth
of the socialist proletariat as capital belonging to them as an ex-
ploiting class.

Thus the reform reorganized the economy so as to insure the
maximum profitability of key industries. This meant that local
enterprises were granted considerably more autonomy, and were,
in fact, freed to enter into some market-type deals, but this was
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done only to facilitate the accumulation of profit by the bour-
geois class controlling the state. Planning was now guided by the
dictates of the law of value, since profit was in command, but the
enterprises and ministries themselves were not transformed into
independently functioning capitalist firms. In short, the key fea-
tures of the 1965 “reforms” were “the introduction of profit maxi-
mization as the goal of production and the consequent realignment
of the economy according to the dictates of the law of value, and
also the institution of capital charges and interest leading to the
treatment of the means of production as capital.” (p. 50)

How is it possible for the accumulation of profit to be the goal
of production and for the law of value to assume a regulating role
without the full reinstitution of the kind of market generally as-
sociated with capitalism? The answer to this question lies in an
understanding both of the differences between competitive capi-
talism and monopoly capitalism and the specific features of So-
viet state-monopoly capitalism. Under competitive capitalism
many individual firms compete on the market. Under monopoly
capitalism, or imperialism, the highest stage of capitalism, a hand-
ful of monopoly corporations which combine banking and indus-
trial capital dominate the economy and compete even more vicious-
ly, although the operation of the law of value is restricted some-
what since these giants can often fix prices above their value even
a8 they compete with each other on the open market and in many
other ways. Intense competition also goes on among different fi-
nance capitalists within these giants for control of them and their
profits. ,

Under imperialism production is still for profit and not use. As
Alfred Sloan, former president of General Motors once said,

““GM is in the business of making money, not cars.” And within
each monopoly corporation the law of value still regulates produc-
tion, since profit is still in command, even though there is no “mar-
ket,” in Nicolaus’ sense, within the company. '

By way of shedding some light on this let’s look at probably the
“purest” monopoly we have in the U.S.—the Bell System tele-
phone company, A.T.&T. This multi-billion dollar company is
probably bigger than most Soviet ministries. And each year
A.T.&T. makes up a budget, its own ““plan” designed to ensure
that the company, with all its many subsidiaries and divisions,
“oarns”’ the maximum profit possible. Were the company run by
the working class under conditions of proletarian dictatorship,
maximization of profit and “cost accounting” according to the
law of value would still play a role in formulating this plan, re-
flecting the fact that socialism is still a commodity system with.
classes and class struggle. But overall the interests of the working
class would be dominant. So the accumulation of greater wealth
would be achieved not through grinding speedup but by unleashing
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the initiative of the workers to expand production by grasping re-
volution (and phone service might be made available to the masses
at a price below its actual value, to meet their needs),

But under monopoly capitalism the Bell system plans its budget
to maximize profit and to hell with its workers (and the masses
generally). Moreover, when Bell makes up a budget for one of its
divisions, say, Western Electric which makes telephone equipment,
they don’t just give them the materials and workers they need.
They budget money. A.T.&T. management says to the manage-
ment of Western Electric, “Here’s X amount of funds for capital
construction (machinery), Y amount for raw materials, and Z
amount for your wage bill. The way we figure it you should
charge A amount for phones, B for accessories, etc. Now go out
there and earn as much money as you can for us. And we’ll let
you keep a certain percentage as an incentive.” (There are even
cases where giant corporations are experimenting with the method
of giving the management of their subdivisions a general fund and
letting them have a go at making the most profit as they can—de-
ciding themselves how much to spend on wages, machinery, etc,
This certainly doesn’t make these corporations more capitalist.)

The manager of Western Electric will do everything in his power
t.o earn as much as possible. He'll institute speedup, he’ll run the
lines overtime, etc. And he’ll even enter into cutthroat competi-
tion with other Bell divisions because if he does well in this com-
petition then maybe one day he’ll get to run the entire company.,
So even though A.T.&T. has a “plan’’ the whole company is run
according to the profit motive and the law of value and there are
:onﬂicting interests and struggle at the top levels of the Bell 5ys-

em.

This is (in somewhat simplified terms, of course) how “planning”
and the main forms of competition for accumulation of surplus
Yalue are carried out in the post-reform Soviet Union. Except that
in the Soviet Union capital is much more highly concentrated than
under any previously existing capitalist system and there is still a
single state “plan.” But in the Soviet Union today the ministries
and the overall economy operate along principles not fundamen-

!;ally different than those summarized in the example above, mak-
ing clear that the law of value can act as the regulating force even
where the “market” forms that Nicolaus erroneously insists must
qharacterize capitalism do not predominate or even play a deci-
sive role. And, as RP7 points out, in the USSR today the law of
value not only regulates the production of the various ministries,
enterprises, etc., but also regulates exchange between them and
production and exchange throughout Soviet society as a whole."

A§ I_BP? notes, “In any capitalist economy the fundamental con-
tradiction is between the social nature of production and the pri-
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ween centrifugal (decentralizing) and centripetal (centralizing)
forces: on the one hand, the anarchy of production and spontan-
eity of the market, on the other hand, the tendency toward con-
centration and monopoly. These two tendencies exist together and
the development of one does not mean the elimination of the
other. In fact, as Lenin noted, the development of monopoly
increases competition, and exists together with it.” (emphasis in
original) (p. 51) _

In the Soviet Union the concentration of capital and the degree
of monopoly is much greater than in other monopoly capitalist so-
cieties since all previous forms of imperialism are based on the his-
torical legacy of competitive capitalism while Soviet social-imper-
ialism is built on the highly centralized foundation established un-
der the socialist system. The 1965 measures did mark a definite
concession to the centrifugal market forces, but this did not change
the fact that the system is still based on state-capitalist ownership
and control.

Under any form of monopoly capitalism, although competition
between rival capitalists does exist in the “free market” it in-
creasingly moves into the board rooms, the state institutions and
the political arena, and into imperialist war. Under Soviet state-
monopoly capitalism there is competition between different mini-
stries, Production Associations, regions and industries and between
rival capitalist forces within these. As yet this competition is still
largely confined to the upper reaches of the Communist Party
where the different interests battle it out for political influence,
and to the meetings which work out assignments according to the
plan. Competition is not mainly market place competition, but
it is real competition and reflects the real anarchy of capitalist
production—the dog-eat-dog pursuit of profit—nonetheless.

Thus Nicolaus’ charge that RP7’s description of the Soviet econ-
omy is a ‘‘reproduction in another form of the revisionist Karl
Kautsky’s theory of ‘ultra-imperialism’—the theory of the unifica-
tion under a single center of all the imperialists...” is pure bunk.
The fact happens to be that the Soviet social-imperialists, repre-
senting a younger, ‘“hungrier” imperialist power than their U.S.
rivals, are indeed more “united” than the imperialists of most

other countries. But this is not because they have no “market” in
which to compete with one another. In the Adam Smith world
of Martin Nicolaus the capitalists may have no political interests
and may not engage in political competition which is an expression
of their more fundamental economic rivalries. But this certainly
does take place in the real world, including in the Soviet Union.
Whether Soviet managers have wide range to buy or sell on the
market or not, competition must rule the Soviet system because
the managers, the Party officials, in short, the capitalists, are
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(although not always in clear form personal) profit.

Similarly Nicolaus’ accusation that RP7 has ‘‘discarded any sem-
blance of a Marxist-Leninist theory of fascism” is also rubbish.
RP7 compares the Soviet economy to the Nazi economy, in which
“competition between monopolies was held in check by the state
which used its control over military spending as one key lever of
authority and influence. The economy, of course, remained thor-
oughly capitalist but the state played the leading role.” (p. 51)
Nicolaus triumphantly refutes this comparison by informing us
that the British scholar, Tim Mason—who is not a Marxist, but one
of whose articles the authors of RP7 found illuminating and hence
footnoted—was ‘“‘soundly thrashed” in some obscure German jour-
nal ten years ago when he advanced what Nicolaus assures us was
a similar notion.

Well, no matter what anyone thinks of poor Tim Mason, the
analysis of the Nazi economy in RP7 is still correct. Nicolaus at-
tacks RP7 for not simply employing Dimitrov’s 1935 definition
of fascism as “the open terrorist dictatorship of the most reaction-
ary, most chauvinistic, and most imperialist elements of finance
capital.” It would not be appropriate in this article to comment
on the relevance of the Dimitrov line to the concrete conditions
faced by the working classes of Europe in the late *30s, but clearly
this definition is not proper to an analysis of fascism today in the
USSR—or to the situation in the U.S. This definition has been
used by the likes of Nicolaus and the OL to argue that there is a
“progressive,” non-fascist section of the bourgeoisie with whom
we can and must unite. '

One might ask Nicolaus who are the “less reactionary, less chau-
vinistic and less imperialist elements of finance capital” struggling
against the rule of the fascists in the Soviet Union today? Perhaps
the enterprise managers, whose “independence’ is constantly
trampled on by the top-level state-monopolists? Does Nicolaus,
who views the “free’” market as the quintessential expression of
capitalism triumphant in the USSR, now want the Soviet workers
to join with these smaller capitalists in some kind of *“anti-mono-
poly, anti-fascist front” similar to what the Communist Party revi-
sionists advocate in this country?

In attempting to refute the argument which is presented in a de-
tailed fashion in Chapter III of RP7 Nicolaus is forced to perform
some pretty fancy footwork and his slickly phrased argument aims
to sow confusion everywhere. We would strongly recommend that
our readers study this chapter closely, especially its final section,
as the most effective way of getting past Nicolaus’ distortions. For,
according to him, the chapter is merely a confusing jumble of con-

tradictions which flip-flops like Jimmy Carter back and forth bet-
ween saying that the reforms weakened centralism and strengthen-
ed centralism.
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To the best of our knowledge Nicolaus is the only reader of
RP7 to have been confused by this. Of course, we must offer at
least a partial apology because to some small degree his confusion
may stem from our error. In the second column of page 53 there
is a very unfortunate misprint. Whereas eatlier in the text the in-
troduction of the Production Associationsin 1973 was correctly
described as a further centralization (concentration) of the econo-
my, on this page the word decentralization was inadvertently
substituted for the word centralization. Maybe this explains our
critic’s confusion, but we think not, since virtually every obser-
vant reader of RP7 that we know of quickly noted this as a mis-
print since it so clearly contradicts the thrust of the chapter’s argu-
ment.

At any rate, in spite of his confusion, Nicolaus does put forward
his own version of the “reforms.” To his mind the most important
measure taken in 1965 was not the reinstitution of the profit mo-
tive, but the consequent establishment of a “free” market in the
means of production.

Well the “reforms’ did in fact do this to a limited degree, and
more important, since planning is now for profit, there is fierce
competition for control of capital between enterprises inside the
“plan.” But Nicolaus to the contrary, the “free” market in capi-
tal goods outside the plan has never developed into a significant
sector of the Soviet economy. The fund available to Soviet enter-
prise managers for purchase of capital goods outside the plan
amounts in most firms to only between 2% and 5% of the value of
fixed capital, which is not enough for the firm to make any signi-
ficant investment on its own. As RP7 notes, in 1969 an average of
only 15% of all profit was retained at the enterprise level which in-
cludes funds for incentive payment purposes. In that year 99%
of all exchange in producer goods was allocated and paid for ac-
cording to plan. Indeed, free market exchange of capital goods

accounts for a somewhat larger share of the capital goods alloca-
tions in China today! ‘

So, in the end, Nicolaus runs head on into a brick wall—the
facts. For were Nicolaus to carry through his petty bourgeois con-
ception of socialism as planning and capitalism as the market he
would have to deny that the Soviet Union is in fact a capitalist
state. Because in any truly meaningful sense of the term the So-
viet economy is definitely not a market economy. It is a state-
monopoly capitalist economy in which there is a unified and di-

rected state plan designed to ensure the highest profitability of
key industries and firms and which is based on the exploitation of
the working class by the bourgeoisie, most especiaily the state-
monopolists, for private gain.

1
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PART IV: CAPITALIST RESTORATION IN THE U
THROUGH THE EYES OF NICOLAUS

i e appearance of the Class Struggle artlclg N}cola_\us and
thes lgietf:/e pﬁfblished a book, Restoration o[ Capitalism zrlt the .
USSR, which aims at a more comp}etie analys.1s of the _deve opmex:i
and inner workings of social-imperialism. Th1s work flrs}; apﬁ)eare
as a wordy and seemingly interminable series of articles int te;]
Guardian. (Nicolaus was an edifor o_f that newspaper during t(;l
period when the OL and the Guardian ;eve_aled .the fundan:fn 2
unity behind their respective opport;J.mst lines in an unproductive

i urtship of convenience). '
andl‘ﬁgrg;%f{odoes cgntain some interesting fa}ctual material, espe- 4
cially in a few of the later chapters, but this is rendered usellless a}rll
worse by the political line it is marshalled to defend. Fc_)r t oxgtg1
the book abandons the unprincipled polemlc,?f the earlier artui e,
it still puts forward the same rotten “theory. Moreover, _N;ﬁo "?/fﬁ
manages to sneak in some additiongl confusion, prgsentmg 1] 50:
of things in a distorted and imprecise manner. Whlle loqgoﬁ ver-
biage, the book is decidedly short on .constn}ctlve and 4en11gh’;e:)ung
analysis. What has been said about Nicolaus’ response to RP7 ba-

i ' here as well.
smavzflgil}éo:%i]l and in-depth critique of this volume seems unneces-
sary, several comments are in order. One qf the most g.tnkmg
things about Nicolaus’ book is its presentation of tl_le nse.to p;)z;er
of Soviet revisionism which takes up much of the first third o h'eh
volume. Nicolaus offers precious little aboqt the class forces whic
led to the revisionist takeover. In the; opening chapi_:ers he cata-
logues the many achievements of Soviet socu}hsm' with no Iﬁal' com-
mentary on the role played by class struggle in this and lel.t tvnr-
tually no summation of the strengths _and v:r‘eaknessefs of ; ;r 37 4
leadership. Then, in two chapters entltlfad Bourgeois R§g t har;
«“Qld Soil,” Nicolaus offers his explanation of how, dgsplte wha

he has described, capitalism could still develop anew in the Soviet
Union. : . _

" The first chapter seems to be presented mainly as a concession
to r{:‘he recent Cﬁinese political campaign to strepgthen proleflaglan
dictatorship, since its analysis is not real‘ly continued thr01_1g . ‘h‘f
rest of the work. In discussing the persistence of bourgeois ngh .
under socialism Nicolaus summarizes some points mad.e by a Chin-
ese article on the subject. But Nicolaus tries to us? this artldi_'- B
which deals with bourgeois right in spheres other tn?.n owners ép
to put across the incorrect assessment f:hafi bogrgems right exists
under socialism only in the sphere qf dlstnb\}tlon and r_10t ow;;letr-
ship. This is quite convenient for Nicolaus since he beheyes_t a
the introduction of planning eliminates the basis for capitalist pro-

perty relations.
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orilg?i nt;lg fn:}a}xt chapter, 'Old 8oil,” Nicolaus tries to describe the
thit o ;;38 2(1’5233%1& Llc)gga(;(ifie, emphasizing correctly that
b L 8 not the old expropriated b isi
anew bourgeoisie engendered withi ialism.” Houover, b
Nicolaus points to where this . soc1§1}sm. oover, When
new bourgeoisie ¢ f i
es the mark by a wide margi i r the new Soss:
ark gin. According to him th i
bourgeoisie is basicall i i 3 o groupions: et
. y constituted in two social ings:
collective farmers and “engineerin et ot
g and management pe ”
copma i e Boups were mperiant brein rounds o
: X . rprise directors, engi
tive farm chairmen are, in fact tish in tho Svict Loy
AIrm » » pretty small fish in th i
The real capitalists who toda e i on e sea.
> res y rule the Soviet Uni
capitalists wh i A
it 0 control the top leadership of the Communist Party
As RP7 explains: “Part ici
Ans: “Party and state officials who themsel -
part from Marmsm-Lemn_lsm and adopt the class stand andvv?rsofl?i

geois ideolo i initiati
geois gy, and use them to stifle the initiative of the working
But, “there is fierce stru i
. ; ggle continually at the top r k
fsagg;,t l())ti‘tgleen those taking the; socialist and capitalgt ?gaSSOf'f‘lﬁfs
the overall struggle within socialist society betweer; the

ranks, and that the target of the proletariat in this struggle is the

0 gﬁ?ffa% , wﬂ:hin the past year Mao once more stressed that under

revolutionozfl du; gg:‘ ghe ,I;rlgletariat “You are making the socialist

X _ on’t know where the bourgeoisie i is ri

in gifecgommurpst Party—those in power taking thelcalgi'tallgslts lgilclit”

e inneil*n;as;rt 1\3171c?lausldoes eventually come round to dealing with.

! - struggle in the USSR. However, he does i

g}lz hlél Sa};ny Wlay connecting it to class forces. T}’lere is scasr?t vx‘ggtll;:io

et rfggg ;izvgg;? thedParty before Stalin’s death and the strug §
rayed as one between iti )

Togs o e yed ) personalities—a class-

S iggle plete with backstabbing and f
sergi?gff(;oup. . Nxcpl.aus’ account of these yearg is ta’kznc;;ggg%
opot I«%?v atuf § varltlggg of various bourgeois “Kreminologists,”
e ranssnaw, Khrushehev’s journalistic biogra-,

The rise of Khrushchey and ot} itali
] > Khit aer capitalist roaders in £
is attributed by Nicolaus not to the class struggle itselfuglf’? ziixa;g
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to “a certain mood of self-satisfaction among many of the leading
cadre.” Such a mood did develop after WWII, as RP7 also notes,
but the point to understand is how this reflected a shift in the class
forces. For Nicolaus it is all simply a matter of morale. The key
question for him is the mistakes and poor leadership of individuals.
In effect Nicolaus argues that the whole revisionist takeover can
be attributed simply to Stalin’s untimely death. As he says, “All
of this, however, would probably still not have been sufficient to
ensure a revisionist victory if there had been among Stalin’s clos-
est associates in the party a leader of a stature and ability com-
parable to Stalin’s own.”

So, the cat is out of the bag, Mr. Nicolaus. You do not believe
with Mao that “the people and the people alone are the motive
force in the making of history.” It is the “great man,” the ‘“gen-
ius,” that decides the fate of mankind! Well Nicolaus and his OL
backers may fall for this garbage, but Marxist-Leninists look a bit
more deeply at such questions.

So in Nicolaus’ book the capitalists led by Khrushchev spring
from nowhere, take advantage of a crisis in morale, and seize pow-

er in a secret ““palace coup!” Once in command they proceed to
consolidate their rule and, in 1965, under Brezhnev and Kosygin,
get around to restoring capitalism in the Soviet Union.

Nicolaus devotes quite a bit of space to discussing the 1965
“reforms.” Once again the lynchpin of his analysis is the conten-
tion that the means of production have been transformed into
commodities. Now, of course, this is in truth the case, but not at
all in the sense that Nicolaus describes.

According to Nicolaus this has not been accomplished within
the sphere of planning and under the overall dominance of the ru-
ling class of state-capitalists which emerged from the ranks of
the Communist Party leadership, but on the level of the individual
enterprise. He argues that the 1965 “reforms” set loose the en-
terprises to compete freely with each other on the open market
for the purchase of principal machinery and the equipment of in-
dustry. In this context Nicolaus places special emphasis on mea-
sures designed to locate control over investment at the enterprise
level through retention of profits at this level. He cites Soviet sta-
tistics which indicate that by 1969 40% of profit was retained at

the enterprise level.

This, however, is a distortion. While the reforms drastically re-
duced the number of plan indicators sent down to the firm by
superior organs, and placed the criteria of profit maximization in
command, and while provisions were made for retention of a por-
tion of enterprise profit as an incentive for accumulation, this did
not necessarily mean that major investment decisions involving
the purchase of producer goods could be made outside the plan
by enterprise directors. A considerable pertion of retained profit
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was not channelled into investment at all but into incentive funds
which have become a principal source of managerial remuneration
supplementing basic salary. Moreover, Nicolaus’ figure includes
some portion of reinvestment in variable capital (the wage bill)
and minor technological improvements. Major investments in ad-
ditional capacity or major technical improvements must still be
centrally approved, reflecting the dominance of the central state-
capitalists which Nicolaus denies,

The serious limitations on the “reforms” in decentralizing in-
vestment were very quickly noted by most observers of the So-
viet economy. For example, in 1967, one bourgeois scholar—who
has a better understanding of this than the “Marxist scholar,”
Nicolaus—described these restrictions like this: “The state, as the
sole owner of the means of production, determines the distribu-
tion of profit, the share it takes, and the destination of the remain-
der. It should be emphasized that the state maintains its command-
ing post not only in distribution between the enterprise and the
budget, but also between the shares of profit destined to augment
current personal income, housing and welfare measures, and the
enterprise’s development, considerably restricting the enterprise’s
maneuverability of resources. These are the crucial control wea-
bons ensuring that the budget will be provided with sufficient re-
venue (especially worth noting here is the novel ‘free’ remainder
of profit), that current consumption will not be augmented at
the expense of investment, and generally that the enterprise should
not have enough funds to allow it to get out of hand. The strict
control over decentralized funds is essential to the system. Yet
such funds can hardly be called decentralized for the enterprise
cannot decide at will in what manner they should be spent. The

lack of autonomous disposal of funds citcumscribes the scope of
financial reforms.” (George R. Feiwel, The Soviet Quest for Eco-
nomic Efficiency)

Even where the “reforms” did formally grant autonomy to the
enterprises, ia the real world this has very often been ignored. As
originally conceived the reform granted the managers the right to
develop their own plans for the size and composition of the work
force. Butin many instances when the enterprises actually began
to adjust staffing, the Soviet Journal Sotsialisticheskii Trud repor-
ted that the central authorities detected “undesired” results (par-
ticularly, a padding of white-collar staff to the detriment of over-
all profitability) and intervened to impose plan targets.

With respect to investment Nicolaus stresses the importance of
the Production Development Fund. Yet even in the initial con-
cept of the reform this decentralized investment was intended ul-
timately to comprise only a fifth of total industrial investment.
And in practice enterprises complained that the total sums in the
funds were far tnn emall +0 he of great use, and that their employ-
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’ everely restricted by red tape. The utility of the
rfnu?:?cfshi:s flll)l?tehnelf redchd by the fact that statg economic plfanssigh
not provide adequate materials anq co_nstruqtmn facﬂxitll.es dogunds ,
decentralized investment, and ministries redirect unutilize

urposes. )
o I?I?:folx)ldex; then that, as RP7 reported, Soviet managgr‘s‘ ftrhﬁggm”
selves are clearly dissatisfied with the meager measur; g by :en-
afforded them under the reform. In a 1970 survey o d?;;’llat o
terprise directors over half the respondeni_;s complaugzl at th
extension of independence to the enterprises under the re
WaIan%:sxlcgtn l’fllz(i:gnvgixole aspect of the 1965 measures is fa:st becoming
a memor;r in the Soviet Union as the gtate-capltalmts %ghltene?p
their economy, consolidate their.dommar.lce over altl t i' e}f:l con.
strata of the Soviet bourgeoisie, increase mvestmen in t]f / g,cial-
trolled war production, and in gen(;ral stri:/gt ggtii?inua ithetheir
i jali nomy for an impending co r
%né)e ﬁi&iﬁgt rivgs. In 1973 considerable 'autonomytvgf).;r st;gz—_
ped from the enterprises through the formatlpn of 1glam en%ra-
tion Associations,” which repregented a considerab. tlf’ cone e
tion of capital. At the 25th Somgt Pgrty Congress is ye:][r]e 6k
speeches of Brezhnev and Kosygin did not even_mentmn e T
decisions, but instead calledtfor 1f".urtherdegxgllzil:(a:a:slli;s u;);l' zrgii;nh%er !
its in industry, construction an ;
IS)?:rllilﬁgtgfughe use arid distribution of producer goods (thf: me?rxll_s
of production); and on improving central control of planmr;;g‘;f
deed, in late 1975 N, Drogichinsky, head of' the D?pm?ﬁ; SR
New Methods of Planning and Ecc_)no;mc Stlmulai_:lop o e UF
Gosplan, writing in the authoritative journal Sotszahgtzc efs“iron
Industriia, outlined several mef:as;u‘es for the restoration o
iscipline” in the execution of plans. _ _
dls’;‘g)llllsni is1 Nicolaus and not RPZ who takes the Sov.letf bllr%d}lsé
at their word. Like most bogrg_ems r(;onflmtlair}cﬁl;?::gl:il:g :}lxlrsx 12:: s
ond appearances. He is sort of ali cag _
tﬁaﬁ? gzlsz)raith I:)I; the Soviet economy. In .the. mid-"60s Gallggggh
advanced the ridiculous thesis thaIEI the gcsg(;t:}l;;:s il‘;VEIIESI}?neW ger
i he U.S. economy. He ar . :
lélu(s:;;)r?:lr (;}c;;te.:}’ the owners of capital are being l:educeq 1;01 1m];i)3;
tent coupon clippers and tha}ct reria:i1 pov;r)elltl:gsits g:(i::eea;:;'%lg vvghat
the managers and technocrats. is abs i et
Nicolaus is saying in his book about the Soviet econom%r. LBe ey
isie, he says, did not develop at the top levels: of the Co
?ﬁiﬁoﬁzﬁ’y. e’Is‘hZ state-capitalists do not utilize their cgﬁtr?; a?f
the formerly proletarian state to extract surp_lus vallt_lle. : c?iculous'
capitalists are the “little guys” who run the firms. How ri !
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PART V: NEW WRINKLE ON OLD REVISIONISM

Nicolaus’ line which states that capitalism is equivalent to the
market and socialism equivalent to planning is not a new one. In
fact, his line has been a favorite of the Soviet revisionists who
claim that their economy cannot be capitalist since it is run accor-
ding to a plan and who, like Nicolaus, are quite eager to have us
ignore the class content of planning, liking nothing more than to
steer us from the more fundamental political question of which
class runs the state and all of society. It has also been taken up by
the Trotskyites who, in words, stand opposed to revisionism but
who have always argued that it is central planning which is the
main characteristic of socialism. This is why, despite all their
ranting and raving about “Stalinist bureaucrats,” the Trotskyites
still characterize both the Soviet Union and socialist China as “de-
formed workers’ states,” completely obscuring the fundamental
differences between bourgeois and proletarian class rule.

In 1968, following the brutal Soviet invasion of Czechoslovakia,
Paul Sweezy, one of the editors of the journal Monthly Review,
formulated a somewhat less slick version of Nicolaus’ line. In the
mid-’60s Sweezy played an important role as one of the first in
the U.S. progressive movement to recognize that the new Soviet
rulers were revisionists. But since Sweezy’s understanding was not
based on a scientific Marxist-Leninist analysis which recognized

 that, as Mao put it, “the rise to power of revisionism means the
rise to power of the bourgeoisie,” he has since found himself in
the position of upholding imperialist actions of the Soviet Union,
becoming an apologist, for example, for Soviet-Cuban aggression
in Angola, in much the same style as the opportunist editors of
the Guardian. While justly and forthrightly condemning the So-
viet action in Czechoslovakia, Sweezy’s 1968 article tried to show
- that this invasion stemmed from the Czechs having gone further
in strengthening the market than did their Soviet bosses. The
strong implication was that competitive capitalism and the “free”
market, as in Yugoslavia, for instance, are somehow more capital-
ist than monopoly capitalism or imperialism, and that the Soviet
rulers were somehow opposed to a “full” restoration of capitalism.
In response to this article Charles Bettelheim made several key
points which may well be directed equally to Nicolaus. Bettelheim
correctly noted that “to put emphasis on the existence of a ‘mar-
ket’ (and therefore also on the existence of money and prices) in
defining the nature of a social formation, means precisely to put
emphasis on the surface, on what is immediately ‘apparent’—it is
consequently a failure to come to grips with underlying relation-
ships. These exist at the level of production, i.e., at the level of
basic social relationships.” According to Bettelheim, the develop-
ment or retreat of market forms under socialism is “an index of
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the evolution of social relationships, but it is no more tha}n an .
index.” “What characterizes socialism as opposed to capltahsm,
he says, “is not the existence or non-existence of mark_et rglatmn-
ships, money and prices, but the existence of the (_ion’l’matlon of
the proletariat, of the dictatorship of the proletariat.” (Sweezy &
Bettelheim, On the Transition to Socialism) )

This statement is absolutely correct, for as Lenin stated:

" “Those who recognize only the class struggle are not Yet
Marxists...Only he is a Marxist who extends the_ recogmt'ion
of the class struggle to the recognition of the dictatorship of
the proletariat. This is what constitutes the most profound
difference between the Marxist and ordinary pe!;ty (as well
as big) bourgeois. This is the touchstoqe on which the rea,l’
understanding and recognition of Marxism is to be tested.
(State and Revolution, emphasis in original)

As the recent political campaigns to strengthen the dictatorship
of the proletariat in China graphically ?eve?l, the key to undfar:
standing the class struggle under socialism is to grasp that this is
fundamentally a political struggle aimed at suppressing the bour-
geoisie. The question is not simply one of form of whether therg
is a plan or a market. On the question of the s.ystem of ownership,
as with all questions, it is crucial to pay attention not only to form
but also, and maiunly, to its content. The cqntrol py one clas.s or
another decides which class owns a factory in reality, and this is
true for the society and the economy as a whole. o

To determine whether the dictatorship of the prqle;tanat isin
control or not, we must judge according _to real policies anq nqt
just declarations of intent. The domination of the p{oletarla‘g is
reflected in its development of new socialist prqdu_ctlon Ize‘zlatlons
in opposition to bourgeois relations, in the restriction o_f bour- .
geois right” and in the narrowing of the “}:hree major differences
and other soil engendering capitalism. It is the substance of these
things which the definition of socialism in RP7 puts stress on.

Attempts to cover up and disguise the class struggle, ,tl_le class
nature of socialist society and the need for proleta‘n_an !dlct.ator-
ship, have characterized every opportunist. an_d rev1s1on1s_t line on
the differences between socialism and capitalism. In Cl_run?; Teng
IIsiao-ping tried to put over the notion that in economies “It o
doesn’t matter if a cat is black or white; any cat that catches mice is
a good cat.” In the Soviet Union Khruschchev advanced the thesis
of the “state of the whole people.” The Social Demograts ha\fe
long put forward that capitalism can peacefgliy grow into social-
ism, without class struggle, through nationaﬁhzajblon of the means
of production. They, like Nicolaus, say that with thg sqbsummg
of the “free” market by monopoly the basis for capitalism spon-
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tans:usly c;iusappears.

spite all his flashy erudition Martin Nicolaus d i

least con}preher_ld what makes the Soviet rulers capi(t):lsisr;.OtAnt? 11;;1111:
present time this opportunist finds it politically convenient to pose
asa great_ enemy of the Soviet imperialists. But since his analysis
is fouqded on nothing solid, like Sweezy it is not at all unlikely
that Nicolaus may one day change his tune. He and his OL spoh-
sors could easily decldg-—if it serves their political fortune hunting—
tl.lat imcie1 there really isa plan in the Soviet Union, and since plan-
:«;I;igal ic;tta Ftr;' r:liz.ams socialism, well then the Soviet Union must be

Moreover, when applied to the U.S. Nicolaus’ line
Ei‘angerpus implicatiqns. For if the workers were to azi:seopil ﬁi\;ery
plannmg equals soc_lalism” garbage, then it would be easy for all

kinds of phony “socialists” and imitation progressives to pimp off
the.wo.rkmg class struggle by putting forward some make-believe
caplta!llst “plans” disguised as “steps toward socialism.”

) This shc_)ws thgt Nicolaus’ line on the restoration of capitalism
in t_he Soviet Union is not simply incorrect. It is a dangerous line
wh_lch stems from the same roots as the overall reformist and re-
actionary line of the October League. The working class must see
clearly the face of all its enemies. Here and in the Soviet Union

. the struggle for socialism is a class struggle. There is a real class
enemy—the bourgeoisie. Nicolaus’ line tries to blind us to this

fact, to turr} our eyes away from the enemy, away from the class
struggle which must be waged to defeat this enemy.
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Some Preliminary Thoughts on
Bourgeois Democracy and the
U.S. Working Class

J. WERNER

This year’s Bicentennial campaign by the bourgeoisie repre-
sents the most concerted action by the capitalists in recent
years to shore up faith in their political and economic system.
Key to this is their efforts to “remind” the masses of people of
the message of their high school civic classes and of countless TV
programs, movies, etc.—that this country is ruled by the consent
of the governed, that it is a free country, that despite whatever
weaknesses or flaws may exist, ours is still the “greatest democ-
racy on earth.” Now with the *76 election campaign the capi-
talists have preached a similar message: do your part as a citi-
zen, get out and vote no matter who you choose to vote for.
They might as well add, it’s not who wins or loses, but how the
game is played. : :

Of course the results of the working class’ counter-offensive
around the Bicentennial, culminating in the historic Philadel-
phia demonstration, along with the general lack of enthusiasm
among the masses for the Bicentennial hoopla, is a sharp reflec-
tion of the fact that all is not smooth sailing for the capitalists,
that their declarations of “freedom and justice” for all has a
hollow ring for millions. Similarly this presidential election
has stirred little fervor, inspite of a giant promotion effort in-
cluding televised debates.

But it is possible, and dangerous, to overstate the extent to
which the masses of workers see through the charade of the
capitalist political system. Millions of workers will tum out on
election day, and among a significant section of the working
class, the top “labor leaders’ have succeeded in stirring up
some motion (if not enthusiasm) for Jimmy Carter. And while
the cynicism around the Bicentennial and dropoff in voting
reflect a certain embryonic understanding (or more accurately
put, feeling) that the government does not represent the “will
of the people,” still the political significance of this cynicism
and distrust of bourgeois political system must not be exag-.
gerated; only among a very small section of the working class
has opposition o the bourgeoisie reached a conscious political
level.




