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by Ken Tarbuck 

The invasion of Czechoslovakia in August of 1968 by Soviet (and 
allied) troops brought forth a spate of slogans such as 'Russian 
Imperialism', and in general brought once more into question the 
nature of transitional societies. However , it is not only the in·" 
vasion itself that raises this question, but also the events that 
led up to it. The undoubted upsurge that occurred in Czechoslovakia 
was to some extent or other communicated to most other East European 
countries. Moreover, the fact that there was undoubtedly a process 
of 'liberalisation' being unfolded, both politically and economical
ly, indicates that simplistic and naive explanations will not suf
fice. Be that as it may, it certainly remains true that here in 
Bri tain there is a large body of opinion - mainly in the IS group .' 
that holds to the theory that the Soviet Union and the other tran
sitional societies are a form of state capitalism. One of the best 
known proponents of this theory is Tony Cliff. His book, "Russia -
A Marxist Analysis", has been published in three different versions, 
the first one as an internal bulletin of the R.C.P. in 1947, the 
third in a revised'and enlarged edition in 1964. To this extent his 
theories have played some part in shaping the ideas and attitudes 
of many socialists, therefore these theories must be accorded the 
importance they undoubtedly have. 

Gi ven the fact that I have had to deal 'vi th a book of nearly 
four hundred pages, it is clear that I have not been able to deal 
with every point raisedo In this essay I have confined myself to 
dealing with only certain aspects and problems, those that I feel 
are relevant to an appreciation of Marxist political economy 0 

I 
A great deal of one's understanding of the nature of a transi

tional economy depends to a large extent on one's knowledge of what 
is new and what remains from the previous capitalist economy 0 Be
cause of this the question of the operation (or otherwise) of the 
law of value becomes of key importance. 

Preobrazhensky says that "the law of value is the law of spon
taneous equilibrium of commodity-capitalist society"(1)o However, 
it is necessary to emphasize -. as he does _. that this law is not an 
expression of the relationship between things, material objects, but 
rather a relationship between peo,:Q1eo Hhilst the law of value de
termines the relationship of prices--for various commodities, it must 
never be forgotten that behind the various cat'egories, - value, price, 
surplus value, etc., - are people whose social relationships are 
veiled and mystified by the intervention of these categories. 

The law of value has as its foundation the labour theory of 
value 0 Briefly stated, this postulates that the exchange value of 
a commodity is determined by the average amount of socially neces -
sary labour required to produce it. Each commodity has two types 
of value, use value which is determined by its utility - real or 
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imaginary -, this being a precondition for its arrival on the mar
ket; and exchange value which expresses the average amount of social
ly necessary labouro Exchange value, or value, is therefore ab
stract labour in the sense that all commodities have it although 
they have been created by differing specific kinds of labouro 

Let us look at this question of socially necessary labour a 
little more closely 0 Those who as'sume that socially necessary la
bour time is merely contingent upon technology and its application 
are guilty of a vulgarisation of the Marxist labour theory of val
ue (2)0 It is certainly true that the given state of technology 
plays some no small part in determining the amount of labour neces·
sary to produce a commodityo However, it is contingent on ~ than 
thiso Both the state of class forces, and the general class char
acter of the society, along with the state of demand enter into the 
determination of what is socially necessaryo 

Baran and Sweezy show that in the UoSo automobile industry it 
has been estimated that the cost of model changes which add nothi!1g 
to the autols utility averaged around 25 per cent of the purchase 
price in the period 1956-600 Furthermore, they estimated that auto 
model changes were costing around 205 per cent of the Gross National 
Product of the UoSoAo in the same period (3)0 This is very inter
esting when one compares the British detergent industries sales 
costs, these also work out at 25 per cent of the purchase priceo 
The point here is that in both instances the extra labour embodied 
in such sales efforts or model changes was 'socially' necessary from 
the point of view of monopoly capitalist societyo From the point of 
view of a rationally planned society much labour today is totally 
unproductive, eogo Polaris submarines, but not from the point of 
view of the capitalist who makes a profit out of such products 0 * 

Similarly, the state of demand, ioeo market forces, also comes 
into play hereo Whilst it may take X number of hours to produce an 
automobile, and with the given state of technology etco, these X 
number of hours are the average socially necessary number required; 
if the market is unable to absorb all the autos produced it means 
that the ~E!al amount of labour time invested in auto production has 
been too much, and there will have to be adjustments made accord·
inglyo In the case of a competitive market the price for the autos 
will have to be reduced so that they may be selling below their 
individual valueo 

-------- '-.~---.--'---.-----------.. --.-.-.----- .•. --.--------.-.. _._-" 
* One of the problems associated with Baran and Sweezy1s use of the 

concept of surplus is that it blurs the distinction between pro-
ductive and unproductive labour in the sense that Marx used ito 
Marx used the term productive labour to denote that which pro
duced surplus value; unproductive labour ~~. be necessary, eogo 
doctors, but does not produce surplus valueo Unproductive labour, 
therefore, is paid out of surplus valueo However, much unpro
ductive labour under capitalism is not necessary from the point 
of view of a rational societyo 
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Therefore, it is necessary to take into account more than tech
nological factors in the labour theory of value 0 VJhat is socially 
necessary is itself socially determined, and to forget this is to 
fall into an economic-aeterminist;~garisationo 

II 

Well, how does the matter stand with Cliff? His introduction 
to this question is unexceptionable, if rather timid, since he uses 
his favourite method of doling out large quotations from the orig
inator of the theory 0 However, as soon as he comes to apply the 
method he begins to demonstrate his unsurenesso Cliff introduces the 
subject in his chapter on liThe Economy of a Horkers' State" with 
these words -

"Now, the law of value holds absolute sway only under con
ditions of free competition, iceo when there is free move
ment of capital, commodities and labour powero Therefore, 
even the most elementary forms of monopolistic organisa
tion already negate the la'\ilT of value to a certain extent 0 

Thus when the state regulates the allocation of capital 
and labour power, the price of commodities etco, it is most 
certainly a partial negation of capitalismoooo" (4)0 

To clinch the point Cliff brings in a quotation from Lenin -

"Hhen capitalists work for defence, ioeo for the govern··· 
ment treasury, it is obviously no more 'pure' capitalism, 
but a special form of national 'economyo Pure capitalism 
means commodity productiono Commodity production means 
work for an unknown marketoooo" (5)0 

The first point that has to be made here is on Cliff's use of the 
term free competition, one can only assume that he means perfect 
competition, iDeo a static equilibrium modelo In this he betrays 
his faulty understanding, for the law of value operates ~ithout 
these conditions obtaining 0 Cliff, here is making the mistake of 
confusing prices and values, and the fact that under certain condi
tions prices deviate from values (in fact it is more normal for them 
to do sO)o But this is not to say that the law of value is not 
operating 0 Price is a measure of value, not its determinanto Marx 
explains this in numerouS-pass'ages in his own works, but one example 
will suffice -

"If demand and supply balance one another, they cease to 
explain anything, they do not affect market-values, and 
therefore leave us even more in the dark than before con-
cerning the reasons for the expression of market-values 
in just a certain sum of money and no othero" (6)0 

Marx was pointing out that one must look further than the 
equilibrium of supply and demand to explain vali.i-e~and that the 
o~e:ation o~ the law of value was ~2~, dependent upon perfect compe
tl. tl.on holdl.ng s'''lay 0 
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Cliff commits another error', an apparently semantic one but 
nevertheless important in constructing his case, when he talks about 
the "partial negationll of the law of value. How can there be a 
parti~1 negation? Negation of so~et~ing ~eans its total opposite is 
achieved 0 The reason for this sllp lS eVldent when he goes on to 
talk about the IIpartial negationll of the law of value being a IIpar
tial negation of capitalism" The conditions which Cliff describes 
are modifications of capitalism, but the totality remains capitalisto 

. Otherwise-what are the parts that have been !Ipartially negated!!? 
Are they some sort of indeterminate social order as yet unknown to 
us? The introduction of monopoly certainly modifies capitalism, but 
it remains capitalist. Cliff was also unfortunate in his quotation 
from Lenino If one reads it with a modicum of care one can see that 
Lenin did not speak about capitalism being negated, partially or 
otherwise,-nor does he speak about the law of value being 'negated', 
he only speaks about capitalism being II no more pure", ioe. it is 
adulterated or modifiedo His reference to a form of national econo
my must be read in this light. 

Now, the point I wish to establish here is that apparently 
harmless semantic foibles can become the basis of quite erroneous 
conclusions, because they lead to vague and confused thinking, as I 
shall try to establish later on in relation to the operation of the 
law of value in the Soviet economy. l'Ioreover, one should also be 
very careful when one quotes from any source that ·such quotations. d~ 
in fact bear out the argument, also the quotation from Lenin only 
asserts the proposition, it does not establish it. This is not 
proof, for Cliff it is merely hiding behind authority. 

III 

However, let us return to the question of monopoly, since an 
understanding of it will assist in coming to grips with the main 
question. Now it is quite true that insofar as the monopolist has 
control of his market, the price charged for his goods can be deter
mined subjectively to a considerable extent. But, there is a strict 
limit as to how far prices can be varied. Even taking the extreme 
(and highly theoretical) case of a complete monopoly for one com
modity, the monopolist will not be able to control all consumer ex
penditure, he must compete for his share of the aggregate demand. 
Therefore to this extent he is subject to competitiono Moreover, 
since the law of value is expressed in exchange (not competition as 
Cl~ff asserts) the monopolist is subject to it. Certainly the monop
O~lSt c~n accrue a larger share of surplus value proportionate to 
hls ca~lta~ than he would under conditions of perfect competition, 
but thls wlll be at the eA~ense of the non-monopolised sectors of 
the economy. Very often this surplus profit of the monopolist is 
garnered because of the productivity differential, which is brought 
about by economics of scale, of innovation, and new productso 

. Cliff moves towards his theory of state capitalism via his 
ldeas ?n monopoly, and as usual backs himself up by serving up some 
quotatlons, this time from Hilferding, thus -. 
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"0 0 ovJhen the monopolist associations abolish competition, 
they remove with this the only means by which an objective 
price law can be realisedo Price ceases to be an amount 
determined objectively, and becomes a problem of calcula
tion for those who determined it with will and conscious
ness; instead of a result it becomes an assumption, in
stead of being objective, subjectiveooooThe realisation 
of the Marxist theory of concentration - monopolistic 
merger - seems to lead to the invalidation of the Marxian 
theory of valueo" (7) 

"0 0 aPrices lose their regulating function and become merely 
a means of distribution 0 The economy, and with it the ex
ponents of economic activity, are more or less subjected 
to the state, becoming its sub-ordinate a II (8) 

Whatever the merits of Hilferding, he is clearly in the wrong herea 
\Jhilst it is true that monopoly suppresses competition within its 
given sphere, it does so only to find it breaking out with greater 
ferocity at another levelo Moreover, we can no longer speak so con
fidently about monopoly '?}!-J2.P.E~...§.§l-P.B competiti<:>n, we can. m,?re proper
ly speak about the periodic suppressing of p..E2:£~ .. competltlono There 
are few, if any, complete monopolies, rather we have a number of 
oligopolies, iDeo two or three giant firms .. - monopolies in the f'larx-· 
ist usage of the term - dominating various national marketso Far 
from stopping competition, these giants vie for a bigger share of 
the given marketo And as I mentioned earlier none of these monopo
lies are able to control total demand, since even the largest cor~
porations in the world only constitute a small percentage of their 
respective national economies (9)0 Furthermore, Hilferding seems to 
be falling into the error of confusing the determinant of value and 
its measure, ioeo price is the measure, average socially necessary 
labour is the determinanto To use an analogy we use a ruler to meas
ure a length of wood, but the ruler does not determine the amount to 
be divided a Therefore vlhen Hilferding says' that. under monopoly 
prices lose their determining functions he is standing the process 
on its heado The monopolist can only determine his prices subjec~ 
tively within a given range of variables, beyond these limits he is 
faced with certain market determined factors which are objective 
ones for himo It is certainly true that given a certain level of 
monopoly prices diverge from value for individual commodities, and 
therefore seem to be determined subjectively, but these diver
gences are merely distortions of valueo The more the monopolised 
sector of the economy diverges from value in its prices in an up
wards direction, the more prices will diverge from value in a down
wards direction in the competitive sectors of the economy 0 It is 
impossible to extract more surplus value from the economy than is 
created within it. 

It would seem that Hilferding, and Cliff, both make the same 
mistake of assuming that the law of value is expressed in competi
tion, forgetting that the competitive - or free trade - era was a 
relatively short episode in the history of capitalismo In its old 
age it returns - at a much higher level - to many of the monopolis-
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tic forms of its infancyo 

IV 

It is when Cliff comes to analyse the internal mechanism of a 
workers' state, ioeo a transitional economy, that his basic methodo
logy is revealedo This methodology is undialectic, being a form of 
formal logic, one that admits to no unity of opposites or contradic
tory totalitieso He says -

"State capitalism and a workers state are two stages in 
the transitional period from capitalism to socialismo State 
capitalism is the extreme opposite to socialism - they are 
diametrically opposed, and they are dialectically united 
with one anothero" (10) 

This passage confuses sta~es, which by their nature are inter
mediaries, and phenomena that are opposites, and exposes the linear 
concepts underlying such thinkingo Moreover, it confuses form and 
contento A workers' state is a synthesis of previous contradictions, 
because a workers' state abolishes state capitalism, (ioeo those 
property forms which are state owned but subordinated to the needs of 
monopoly capitalism), along with the expropriation of the bourgeoisie 
The formal and judicial forms have deceived Cliffo \{hen Cliff says 
that state capitalism and a workers' state are two stages in the 
transition to socialism he shows clearly that he is an economic 
determinist not a historical materialisto Looked at from Cliff's 
point of view, capitalism is 'only' a stage between feudalism and 
socialism! To talk of stages in this way betrays a fatalistic view 
of history, of inevitability in a very crude formo 

Moreover, if state capitalism is a stage towards socialism 
how does he account for Bismarck's nationalisation of the German 
railways in the nineteenth century, or Wilson's nationalisation 
of steel? To play around with words by saying state capitalism 
and socialism are "diametrically opposed, and they are dialectically 
united" is to make nonsense of dialecticso That they are diametric
ally opposed is quite true, state capitalism (in the sense used above 
pushes the capitalist relationships to their extremeo The national
isations that take place under a capitalist regime are not such as 
to weaken the bourgeoisie's rule, rather they serve to strengthen 
ito Politically under a social-democratic government they have 
served to impart illusions among the v'lOrking class, economically 
they have enabled unprofitable industries to be taken over and put 
in order to serve the monopolies. The nationalisations of a workers' 
state may only seem to push these forms further, but their content 
is of a completely-different order, because the nature of the state 
that undertakes them is an expression of a changed relationship of 
classeso In these circumstances the bourgeoisie is expropriated, 
its hands are wrenched from the levers of powero Far from being a 
s~age in development, ioeo one that has direct and palpable links 
w~th what went before, it represents a shar~ break, a dialectical 
leap, not dialectical unit Yo -----
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This misunderstanding explains why for Cliff, and his followers, 
the nationalisations in Cuba, and, for example, in Egypt, seem to be 
of the same character 0 In both cases they arose out of a struggle 
with imperialism, yet the outcome expresses a very different rela
tionship of class forces within the respective countrieso 

Cliff continues .. -

"oooin a workers' state, wage labour ceases to be a commodityo 
The 'sale' of labour power is different from the sale of labour 
power under capitalism, because under a workers' state the 
workers as individuals do not sell their labour power but 
put it at their own service in the role of a collective" (11)0 

It is here that Cliff displays his inability to grasp the .t.E§EEA·
tional nature of a workers' stateo Value and material wealth are 
antagonistic because, all other things being equal, an increase in 
productivity will lead to a decline in the value of the commodity 
produced a This is because the average socially necessary labour 
required falls for each unit of productiono This antagonism in a 
transitional society also rests upon the fact that so long as there 
is a struggle between the need to raise productivity (because of the 
relative shortage of commodities) and the needs of the individual 
w6rker~· there will have to be some means of ~~2'§_~E}ng what each in
dividual contributes to, and receives from, the common pool of so-·· 
cial wealtho Only in a society of material abundance will it be un
necessary to ration what each individual takes from this common 
pool, and also use this rationing as a coercion to motivate labour 0 

Work in such a society of material abundance will have ceased to be 
labour 0 ----

Now, in a workers' state, initially the ~ndix~~~~l worker's 
position in relation to the means of production is nearer to capi-
talism than to socialismo This is an expression of the transitional 
nature of the society because there is a divergence between the 
worker!s role as a worker and his role as member of the classo Under 
capitalism these two roles converged, his role as a worker and of 
his class expressed his subordination to capital 0 Under a transi
tional regime he remains subordinated and alienated in his labour, 
but not as a member of the new ruling classo 

It is nonsense to say that under a transitional regime a worker 
does not sell his labour power to the collective, and it is sophis
try to say that they put it at "their own service"o There is still 
an exchange of commodities, ioeo labour power for consumption goods, 
and it is still regulated on the basis of the law of value, ioeo 
average socially necessary labouro (For the sake of simplicity I 
ignore the question of social wages here) 0 To use an analogy, do not 
trade union officials sell their labour power to their union, ioeo to 
the collective? Do not workers in a co-operative sell their labour 
power? Hm'l can any worker put his labour power at the service of 
the collective except by selling it for a quantifiable number of 
commodities 0 Until there is general abundance of goods value will 
determine distribution 0 -----



8 

Cliff's confusion arises because he fails to distinguish be
tween the collective ownership of the means of production and the 
private ownership of labour powero Labour power is a unique com-
modity in this respect, it can only be privately owned, because it 
cannot be separated from the worker ''''ho supplies ito Cliff further 
betrays his confusion when he says that in a workers' state labour 
power will cease to be a commodity but immediately follows this by 
saying the sale of labour power is different from under capitalismo 
If labour power is no longer a commodity it is P2 ~_~nKeF ~§~2~r 
]2~~Eo When the power to labour ceases to be sold, the labour ex~ 
pended in production ceases to be labour mediated and alienated, ~t 
becomes work by which means men identify themselves as human beings, 
it becomes a spontaneous activity without coerciono But in a transi
tional society-t1iT~3c-oercion still exists for the individual worker, 
he Blust still Eel.! his labour power, not his labour and Cliff con··· 
fuses these two categories 0 

During the transitional period it is in the consumption goods 
sector (vvage--goods) that commodities remain in circulation longest 
after the overthrow of capitalismo This is because of the private 
ownership of labour power, and because it is impossible for even the 
most efficient planning authority to plan consumption to the nth 
degree 0 To abolish market relationships in this sphere it would be 
necessary either to impose iron rigid rationing (which in practice 
""ould break down) or to achieve abundance 0 

For Cliff the economy of a workers' state remains a closed book, 
he is unable to comprehend its transitional natureo His criteria 
for labour is essentially one that can only apply under socialism, 
a society of material abundance 0 In such a society it will be in
appropriate to speak about labour power, because this along with 
all other commodities will have been replaced by use valueso 

v 
\-Jhen Cliff searches for the law of value wi thin the Soviet Union 

he is unable to find ito But he is left with a problem - 'if this 
is a form of capitalism, the law of value must operate, therefore 
where does it arise?' Quite correctly he rejects its operation 
within Department 1, the capital goods sector of the economy, since 
the state only uses prices here as an accounting device, there being 
no market for such goods inside the Soviet Uniono Goods in this 
sector are allocated in a fairly precise \vay as to their use, there
fore the prices 'charged' for them are an accounting deviceo Yet 
these prices are not, and cannot be, arbitrary (as Stalin found out), 
they must have some objective determinant of value 0 This deter-
minant arises from the buying of labour power, this enables prices 
of production to be formedo Cliff rejects this conception, and also 
the operation of the law of value in the wage goods sector of the 
economy, he says -

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

There is a confusion here between the technical division of labour 
and the social division of labour that obtains in any capitalist 
factory ~-bEr"It large or smallo There is an important difference 
between the two types of division, one is dependent upon technology, 
the other upon the relationship of classeso For the working class 
under capitalism this difference is expressed by its condition of 
propertylessness, ioeo it does not own the means of productiono 
~}~ division is the fundamental one, not as Cliff implies the tech
nical oneo 

There is also the astonishing claicl that a social system can 
operate while one of its most fundamental laws of motion is excluded 0 

One can only admire the audacity-of-such~~ claimo But, whatever 
else this society is, it cannot be capitaList without this law work
ing internallyo 

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

- -- - - --_._ .. -.-.-- _.- - ---- ---- --- ---.-~-.------- .... -. ----.. - --"------, --. - -_._._- ---- - .. -.---.,.- ---

* Mike Kidron in International Socialism noo 32 attempts to get 
around this embarrassIng solutTon"put-forward by Cliff by sug
gesting that the law of value exerts itself on the Soviet Union 
through foreign tradeo But he is either very misinformed or is 
displaying studied ignorance when he tries to do thise He argues 
that the Soviet Union is dependent on the world market for cer-
tain essentials and thus subject to the law of valueo But the 
percentage of the national income of the Soviet Union accounted 
for by foreign trade ""vas only 309 per cent in 196L~, and there 
seems to be little evidence that this has changed in the last few 
years 0 In 1940 the figure was as low as 007 per cent, so that 
there has hardly been a dramatic increaseo From 1950 to 1964 the 
proportion of imports to national income increased by an annual 
average of less than 001 per cento Some dependence: But this 
does not tell the whole storyo Trade with the advanced capitalist 
countries was still only 19 per cent of the total foreign trade in 
1963, and over a considerable period has remained constant at 007 
per cento Kidron argues that the Soviet Union is dependent upon 
the world market for certain "techniques, equipment, material 0 00", 

yet conveniently forgets that for many years there has been an em
bargo on so·-called strategic goods which could be sold to the So
viet Union by the Capitalist powerso One can appreciate his un
willingness to be saddled with Cliff's 'solution', but this really 
will not do eithero 
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IIHence the commerical struggle has so far been of less im
portance than the military a Because international compe·
tition takes mainly a military form, the law of value ex
presses itself in its opposite, vizc, a striving after 
use valueso ll (13) 
liThe state does not offer another commodity in exchange 
for armamentso It pays for them out of taxes and loans 
levied on the whole economy 0 In other words, the burden 
of armaments is spread more or less over the 'livhole econ
omyoooouse values have become the aim of capitalist pro
ductiono II (14) 
liThe law of value is thus seen to be the arbiter of the 
Russian economic structure as it is seen in this histor
ical situation of today - the anarchic world marketo l1 (15) 

Error and confusion abound hereo In the second quotation Cliff has 
made a detour into looking at capitalist arms production, and this 
should be kept in mind when reading what follows 0 

Firstly, the law of value is expressed through ~.?Schap.f2:e., recall 
the two types of value a commodity must have - use value and ex
change valueo Use value is the particular form which an exchange 
value clothes itself in when it appears on the market, iceo it must 
have some utility for the buyer, and none for the sellero The ex-
change value is an expression of the average socially necessary la
bour embodied within the particular commodityo 

This exchange value is abstract or generalised labouro The 
9!llY method 'l"ve have of determining the relative exchange values of 
commodities is by exchanging themo For such an exchange to take 
place competition between buyers or sellers or both may be taking 
place, but it is not a vital part of the acto Cliff by substituting 
the word competition for exchange thinks he has resolved the dilemma, 
one of his mm makingo But if we were to take his criteria serious
ly 'l"ve should end up by seeing the la1tJ of value expressed via compe
tition at the Olympic Games! From being a scientific and objective 
tool of analysis, Cliff has reduced the law of value to the lowest 
subjectivism that borders on the mysticalo To bring the subject 
back to the level of reality, one has only to point out that ~n~ 
workers' state in a situation where there is a threat of attack 
would need to produce armso Hould Cliff deny th:i,s need, in case 
they succumbed to the la'l"v of value? By trying to place the loci for 
the expression of the law of value outside of the economy of a tran
sitional regime Cliff (and Kidron) by-implication - following his 
logic -- denies the possibility of any sort of workers' state being 
created on a stable basis so long as one capitalist country remains 
in existenceo On Cliff's reasoning, just so long as any workers' 
state produced arms for defence it would be dominated by the law of 
value, and 1tTould in fact be a state capitalist regime 0 

Secondly, to argue that capitalism has replaced the profit mo
tive with the aim of producing use values is also a flight of the 
imagination 0 It is true that the buyer in any exchange will be 
searching for a use value, a utility, but in any capitalist exchange 
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the seller will be seeking to realise surplus value, i.eo to make a 
profit. The state, when it buys arms, is in its capacity of buyer, 
seeking such a utility, but are we to believe that the sellers are 
only interested supplying these utilities? Is there not a profit to 
be made on such transactions'? Ferranti? l'Ioreover, the arms manu-
facturer is a buyer of labour power, and will seek to realise the 
surplus value extractedo Of course the economy as a whole pays for 
such arms, but who profits, and who makes up the majority of the 
'economy' when it comes to paying taxes? Cliff, makes the error in 
this instance of seeing production as being determined by the market, 
by demand, forgetting that this inverts the Marxist method of viewing 
the position, ioe. demand is determined by production and investment. 

Now, is the law of value the arbiter of the Soviet economy as 
Cliff asserts? The answer must be an emphatic no. If the law of 
value had been the arbiter it is certain that the Soviet economy 
would not have progressed as far as it has done so up to now. To 
say that it was controlled by the law of value is to suggest that 
the ~Fket determined the order of priorities and the allocation of 
resources. There is no market in that economy in Department 1 ~eans 
of production), since the state produces, allocates and utilises the 
goods directly. All this is planned before production, and not ad
justed after the event by the market. If the law of value was the 
arbiter i~ would have meant that 22.E.?:..t.9.-1* ~ould _ have flowed into the 
most prof~table sectors of the economy, wh~ch g~ven the level of pro
ductive forces at the beginning of the five year plans, would have 
been the consumer goods industries, agriculture, and a general de
pendence on imports for industrial goods. 

This is not to say that the law of value can be ignored or for
gotten, it cannot. In a transitional society seeking the optimum 
growth rate the law of value has to be broken, but in a conscious 
way, by the use of very careful accounting so that the working class 
is very much aware of the transfer of value from one sector of the 
~conomy to,anothero Of cOllrse the laW-of-Value exerts its pressures 
~n any soc~ety that has not yet reached the stage of material abun-
dc;mce and still seeks to raise labour productivity. The most effi
c~ent weapons a workers' state has in the conscious manipulation of 
the law of value are planning and its monopoly of foreign trade. 

_ Su~pose that a workers' state needed to import certain machines, 
w~~h ~h~ch to start a new industry, from capitalist countries. For 
th~s 1t would need to have foreign currencies, therefore it would 
have to export goods to earn these. (I am ignoring the use of gold, 

------_._--.-.-.... -- -"- _._. -----_.----_.------- _. -.-~ .... _._.-_ .. _-- ...... - --_._----------

* Cliff does not seem to grasp the difference between capital and 
means of productiono The two are not necessarily synonymous. Capi
tal is that quantity of value put into circulation to gather surplus 
~alue for private appropriation 0 In this sense means of production 
~n a workers' state does not constitute capital. 
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but the same scheme would apply) 0 Now, assuming that the goods 
that it had available for export were such that it cost more to pro
duce them than they would earn on the world market, such goods would 
have to be subsidisedo This would mean that they would have to be 
sold below their value, but at world priceso This would be an in
dication that the productivity differential was markedly in favour 
of the advanced capitalist countries 0 However, for such goods to be 
exported at a subsidised price would mean that other goods within 
the ,II/orkers' state economy would have to carry an extra burden of . 
taxation to enable such a transfer to take placeo Unless the state 
had a monopoly of foreign trade it is likely that cheap imports 
would come into the country and undercut the home produced goods 
bearing the extra taxationo It is by its monopoly of foreign trade 
and planning techniques that a transitional economy can manipulate 
the law of valueo Internally this manipulation is carried out by 
the planning process, by the direction of investment into means of 
production which would have a low profitability but a high social 
priority 0 Therefore, although the law of value would exert its 
pressure, it would not be the arbiter 0 In a transitional society 
conscious planning and the law-c):t-vaTue struggle for supremacyo If 
the society is to move towards socialism the market must be subor
dinated, but it cannot be eliminated until there is general material 
abundance 0 

Cliff signally fails to understand this process and its appli·· 
cation to the Soviet Uniono Far from being regulated by the law of 
value it was only by its manipulating it was able to overcome the 
historic backwardness that dominated pre--1917 Russiao The fact that 
this was done at great human cost should not blind us to this facto 
Cliff sees that capitalism in its early life subjected the working 
class to brutal exploitation and equates the sacrifices imposed on 
the Soviet "lOrking class with this processo Had he understood the 
process of the industrial revolution here in Britain and then com
pared it with Soviet industrialisation he would have realised that 
the pattern of development was very differento This difference can
not be explained by the difference in time, it basically devolves 
on the social patterns imposed by different classes historicallyo 

VI 

Cliff spends twenty--nine pages of his book discussing the "Law 
of Value and Crisis"o In the process he takes us on a conducted 
tour of some of the literature of the subject 0 We are given snip
pets of Bukharin and Tugan-Baronovslc,y, and given an' outline of the 
stagnation and expansionist theses for overcoming crisis u (Inci··· 
dentally it is clear that Cliff is very much influenced by the 
idea that crisis ~ slump a la 1929) 0 At each step I'le feel that 
perhaps we are getting nearer to Cliff's own theory of crisis in 
relation to the Soviet economy, but alas this is not to be the casco 
After twenty-nine pages of exposition he prefers to duck the issue 
so .-

"Given the world situation today, it appears tha.t the war 
economy 'solution' is the only expedient of the Russian 
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bureaucracy until such time as either socialism or bar·
barism will render a ' solution' to the contradictions in
herent in capitalism ~. orthodox or state-·superfluous a II 

How anyone who chooses to describe a society as 'capitalist' can beg 
such a fundamental question is, to say the least, difficult to under
stand a HOI'\f anyone who claims to put forward a coherent theory can 
duck out on this and still lay claim to credibility is also diffi~ 
cult to understanda Not once does Cliff attempt to suggest in what 
form the 'crisis' vlill take in the Soviet Uniona By any of the nor-
mal Marxist criteria, unemployment, cyclical fluctuations, declining 
rate of profit, surplus capital, export of capital, the Soviet Union 
cannot be described as capitalista After twenty years or so of the 
theory of state capitalism one would eA~ect that the author could 
draw some .- even tentative -- conclusions a But this is not the case a 
Instead of an attempt to grapple with the problem, it is shrugged 
off by saying that history will solve this problema Some theory a 

Cliff's whole theory, so impressive at first sight, is on closer 
examination seen to be a set of eclectic ideas gummed together with 
yards of quotationsa At heart this failure is one of a lack of 
understanding of dialectics, the dialectics of transitional so
cietiesa He is unable to view matters in anything but a black or 
white, formal logical viewa Trotsky once remarked that Marxist 
theory without dialectics was like a clock \'\fi thout a spring, never 
was it more apt than in this caseo Cliff's 'clock' has shOl'\fn the 
same time for the last twenty years or more, it bears all the marks 
of the times of its birtha That was a time of retreat and isolation 
for revolutionary l:'Iarxists a The communist movement was, in the 
large majority, still in the icy grip of Stalinism, and imperialism 
seemed to be all - powerfula It was little wonder that the times 
produced such theories of despaira For make no mistake about it, 
this particular theory is fundamentally one of despaira Each vic
tory for the international revolution has been seen as a victory for 

state capitalism! So preoccupied with victories for the 'bureauc-
racy', that the defeats of imperialism seemed to have been half
forgottena 

When Cliff first put forward his theory it \'\fas seen as an 
~~cep~iop~l situation, the backwardness and isolation of the Soviet 
Union were the main factors in the development of 'state capitalism! a 
Yet since that time we have had the Chinese revolution, Cuba, Viet
nam, only to find that the exception has become the rule according 
to Cliff a If must be a very gloomy \"Jorld looking out of his ivindow 0 
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APPENDIX 

On the Use of Statistics 
.' A ", ••••• " ....... _""~ _ __ ' ____ M ______ ... 

One of the first things that strikes anyone who delves into 
Cliff's book is the large amount of factual material gathered thereo 
One is presented \'lith page after page of 'hard faced facts', ''I}'ho. 
march forwards in solid array, until one is almost numbed by thelr 
quantity and scholarly annotations -" almost, but not quite 0 On 
closer inspection their validity begins to be put into doubto 

On page thirty--three Cliff launches into a discussion of the 
subordination of consumption to accumulationo He says - '1Under 
capitalism the consumption of the masses is subordinated to accumu
lationo", and emphasises this by stating that this is a "basic rela· 
tionship" 0 He then produces a set of fig,'Ures to sh01rl that this 
subordination is prevelant in the Soviet Uniono 

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

1913 1927/281932 1937 1940 1950 
Means of 
Production 4403 3208 5A 3 _j 0 5708 6100 6808 

Means of 
Consumption 5507 6702 4607 4202 39 00 3102 

There are a number of points on this one simple tableo Firstly, 
gF.0s~ output tells us very littleo We need to know net figures for 
means of production, ioea how much is new accumulationo Secondly, 
the 1913 figures disprove the point Cliff is makingo According to 
his OI'in defini tion-,-Ru.ssia in the year 1913 "t-las not a capitalist 
country! Thirdly, there is no explanation as to what the categories 
being used meano Are they value calculations, price calculations, 
or what? The reader is presented with a generalised statement, but 
given no terms which defines themo I"Iarx used the tI'iO departments of 
production, means of production and means of consumption, in a highly 
abstract manner, here we have an attempt to use these abstract terms 
at a much lower level of abstraction and the result is confusiono 
This may impress those unused to such categories but it betrays bad 
methodology 0 "Cliff's definition of capitalism and the subordination 
of consumption is so vague as to be meaninglesso In any society all 
new accumulation that takes place is a curtailment o[consumption, to 
the extent that it is not consumed 0 Noreover, no society can sur--
vi ve if it does not subordinate present consumptIon to ensure re-
placement of means of production used up in productiono Every farm
er who keeps back a portion of wheat to sow in the spring of the 
following year is subordinating his consumption a Cliff presents a 
supra-historical category under the guise of talking abour capital-· 
ism and as such it is meaninglesso 

Still on the trail of subordinating consumption to accumulation 
Cliff gives us further figureso 
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"The quantity of cotton goods available (in the Soviet 
Union) for private consumption fell from 1502 metres per 
capita in 1927/28 to less than 10 metres in 1940000 One 
can see how low these figures are by glancing at the 
figures of outputoooin Britain ino01937 60 sqn mso of 
cotton goods"ooowere produced per capita,,11 (16) 

Cliff makes an astonishing mistake here" He compares ~.!llJ.:ke.§., you 
cannot compare ~2P3~p~j2n with 9~!P~~. unless you,are dealing wi~h 
closed economies in which all output is consumed lnternallyo Gllff 
also forgot that even in the 1930's British cotton goods were ex~ 
ported, so that total production tells us nothing about consumptlon 
at home, it ma~ have been lower than in the Soviet Union or higher, 
but you will not be able to determine this from Cliff's figureso 
Finally, he compares metres vvith square metres, which m~y be the 
same but 1 .. Je are not told 0 

A similar mistake is made vJhen Cliff is dealing with housing 0 

IIIn the sixteen years between 1923 and 1939 there was an 
increase of only 10606 million sqo metres in Russian 
towns whereas England and Hales in four years 1925--28 
alone a total floor space of not less than 70 million sqo 
metres was built,," (17) 

Again we are asked to compare unlikeso Russian figure is presum
ably one that excludes rural and other r-on--urban housing, but on the 
other hand the figures for England and Hales are total figures which 
would include each areas a .A.lso one has to take into account the 
fact- that the Soviet rural population ,,,,as not only absolutely but 
also relatively much larger than in England and Wales, therefore it 
would be necessary to include rural areas to obtain a true picture" 
Cliff goes on about housing ,.-

IISome idea of what a living space of L~ sqa ms" means may be 
gained by considering that in Britain the ~ip~~~ allowed 
in nevI buildings is from 550 to 950 sq a ft" per dwelling, 
or about 51·-88 sq" ms 0 II 

But the 4 sqo mSa does not include kitchen, bathroom, hall etco, 
according to Cliff's own figures for the Soviet Union, so that when 
such items were added in they \..;Tould be considerably more than 4 sq 0 
mSa Of course even then such living accommodation would be poor by 
British standards, but why make it seem vvorse than it actually i'faS 
by comparing tHO different standards? Cliff is comparing d\\Tellings 
with a narrowly defined living space" ---.---~-

Other slipshod handling creeps in elsewhere, eogo on po 35 hvo 
indexes are used to make a comparison, but they have different base 
years, which makes them useless in determining the point at issueo 

I have no doubt that the Soviet 1:lOrkers and peasants did make 
huge sacrifices during the first five year plans, and I do not 
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think there is much doubt that the standard of living did fall. That 
is not the point at issue here. "\rJhat is, is that one should not try 
to bolster up a case by mis-·handling statistics. The net result lS 
that much of the evidence that Cliff presents must be suspect, his 
mistakes on quite simple sets of figures makes the other more com
plex tables highly suspect, but without access to the originals it 
would be difficult to determine hOI''! far he has used them correctly. 
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