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Trotsky's political economy of the USSR remained incomplete. He provided
an analysis which could be extended to provide a fuller political economy of
Stalinism but, although this evolved over the period 1928-40, it remained in­
complete. Furthermore it was inlernally inconsistent: always less than a
Lbeory and more a series of obsetvations and insights. He saw the Stalinist
elite as parasitic, but he also viewed it as a socioeconomic entity. Nonethe­
less, 1rolsky (whose crucial concept was not lhat ofa workers' state but of the
transition period), did not theorize his own perception although logically he
could have argued that the transition period had incorporated the effects of
the October Revolution irrevocably. Yet, in 1940, his argument for the
defence of the USSR no longer relied on lhat point.

lrotsky's Method

Trotsky's discussion on the nature of the USSR, unlike his political economy of
capitalism or his history of Russia, was impressionistic. In particular Revolution
Betrayed was originallywritten as a journalistic piece. To piece together his discus­
sion of the political economy is difficult because his view was nol consistent over
time. Nonetheless, in his various writings he did capture the essence of the move­
ment of the Soviet economy.

It was Preobrazheosky who described the laws of the political economy of the
USSR in the twenties, and formulated the laws of the transition period, stressing
the conflict between planning and the market 1. He was the most profound and
courageous political economist of the Bolshevik Party and the left opposition but
he lacked the subtlety of'frotsky, the historical understanding and the dialectical
skill necessary to grasp the full nature of Stalinism. Trotsky, probably the most
dialectical of all Marxist writers since Marx, also failed in this respect. In examin­
ing the interaction ofsocialist planning and market forces at work, he saw the for­
ces ofsocialism fighting those of capitalism, that is, that there were two conl1icting
laws operating under the New Economic Policy (NEP). Yet, in referring 10 the
contradiction between the forces of production and the bureaucratic relations, he
failed to uncover the operation of the fundamental laws by not unravelling the
political economy of the Soviet Union.

Consequently, neither Trotsky nor Preobrazheosky grasped the full nature of
Stalinism. The problem is that the two laws of which Preobrazhensky speaks, that
of planning and the market, did indeed interpenetrate and contradict each other,
providing two poles ofa new entity. Planning and the market stand in conflict, with
the one necessarily squeezing the other out. In this Preobrazhensky provided an
understanding of the dynamic ofa genuine transition period 2. Despite this, these
two theoreticians saw Stalin and the bureaucratic elite as centrist, standing be-
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tween Bukharin, whose views led to capitalist restoration, and a proletarian
revolution as propounded by tbe left opposition. T.hey failed to see that thr
Stalinist road carved a path of its own: that is, it did not establish a mode ofproduc·
tion bUI only a temporary system which had its own life and laws. It is thaI
specificity and historical role which 1rotsky did not understand.

On the other hand, Thotsky's work is full of insights, impressions and profound
categorizations of the movement of Soviet reality. When be characterized
Stalinism as worse politically than fascism it was an insight which was as profound
as any. Only now are we beginning to learn of the depths of the brutality of
Stalinism. But Trotsky's characterization was political, nol social and economic.

There are three reasons for Trotsky's relatively limited understanding of the
USSR. Firstly, when all information was so heavilycontrolled and, in exile, he lack·
ed knowledge of the changes occurring in the USSR at the time. Secondly, a1.
though Trotsky saw that the USSR was unformed, he did not realise that it was the
nature of the USSR to be unformed. He never understood that a society could
come into being which never lruly fonns, that is, never establishes itselfas a mode
of production and swallows up its own population in the process?

Thirdly, Trotsky's greatness derived from his presence in the specific political
economic process in Russia. When exiled, and deprived of people with whom to
discuss and interact, his abilities could only decline. Despite the profundity of his
thoughts in his last years, they were below his previous best.

lrotsky's Problem

The overall outline of the USSR was already clear in theoretical terms by 1929. A
new bureaucratic elite had taken power and wasestablishingitsown system ofcon·
tr01. A numberofquestionsthen arose. Wheredid this newgr0 upcomefrom?
What was the objective basis of this bureaucratic elite in Soviet society? What laws
governed the operationofSoviet societyand what was its nature? The answer tothe
la tte rques tio nprovided thebasisror thedeterminationofthe Jongevityofthe
regime. Trotsky's answers were opaque. While pointing out that 'there still remains
thecharacteroftheSovietState, whichdoes not remain atall unchangeable
throughout the whole transitional epoch', 4heargued that the social democrats had
rescued the bo~geoisie and consequently the period 'stretched out to a whole his·
toricalepoch'. Heappea red to regardthe bureaucracyasasubjective phe nom·
enon barnofobjective circumstancessaying: 'ThegistoricaJcrisisofmankindis
reduced to the crisis of the revolutionary leadership The problem is that the sub­
jective/objective dialectic has to be formulated.

As Trotskycorrectlysaw, the epoch was one of transition in which the movement
from capitalism to socialism involved a change towards a socialist form of plan­
ning. In the intermediate period the organization and administration of the
economy and political life were bound to come to the fore. Hence. the subjective
factor would play an increasing role in political life. But what role? Since there was
neither planning nor the pristine spontaneous market. it was not at all clear.

Trotsky had asked in the late 19205 where the bureaucracy came from and his
answer was two-fold. It was tile organ of the world bourgeoisie. or. in other words,
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the expression of the victory of the world bolll8eoisie within the USSR, within the
limits that were possible to the bourgeoisie? II was also the immediate expression
of the interests of the apparatus which bad come into being. under conditions of
both scarcity and the marker. Obviously, the combination of relatively well-paid
non-Marxist specialists and party and state offi~ who emerged in positions of
privilege and authority, even if un-corrupred, was a conservative force. That is, as
he saw it

The Soviet bureaucracy, which reprcscnls an amalgam of the upper slralum
of the victorious proletariat with broad strata of the overthrown classes, in­
cludes within itself a mighty agency ofworld capital"

This view, if pursued, should have led him to continue his analysis on an ob­
jective plane.

Rakovsky's Leuer to Valentinov of2 August 1928, which Trolsky found 'excep­
tionally interesting and significant', marked a new slage in the discussion and led
logical1y to an analysis of the origin of the bureaucracy in terms of the market.9 ln
his analysis of the bureaucracy, which was nove~ he claimed that Lhis was a newso­
ciaI group. Rakovsky argued, firstly, that in taking power a section of the workers
that ruled were corrupted, by the accession ofmaterial privileges (via the market),
by the nobility, and by the corruption of power in itself. This Trotsky spccifical1y
termed 'superstructural,.10 Rakovsky then stressed the importance of educating
the working class. The degeneration, said Rakovsky, could be mitigaled through
Ihe correct leadership of the Communist Parry, which was nOl. forthcoming at the
time. On the other hand he specifically argued that 'we should have been
prepared for the nefarious influence of the NEp, against the lemptalions and
ideology of the bourgeoisie'.I I

At the time the question of the source of the degeneration seemed unnecessary.
since il was obvious that if the bureaucracywas the organ ofthe world bourgeoisie,
it arose from the market.U Today, however, the question must be clearly posed.
Even ifTrotsky's view is clear, it has not been spelled out. What is needed is a dis­
cussion of the interaction between NEP and the origins of the bureaucratic eule.
Trotsky does make it clear that the bureaucratic apparatus merged with the 'bour­
geois elemenls'P Why then did it nOl. introduce the market al the time? Trotsky
said thaI it would have preferred to, but could nOl.14 That is, the conditions of the
time acted as a constraint on the bureaucracy that prevented it introducing the
market.

Trotsky's Critique

Trotsky's crilique was composed of several elements. With respect to labour,
he argued that [he framework of the USSR remained nationalized property.
This gave those who controlled the bureaucratic apparatus enormous
strength based on their ability to direct labour in the economy. This insight
has unfortunately been largely forgotten in the literature outside of the jour­
nal Cn"tique. The slress on the control of an amorphous labour force goes
straight to the heart of the matter.
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Methodologically this went back to Marxist political economy and its start~

point in human social labour and the specific form of that labour. 1fotsky argued
implicitly that human social labour in the USSR was not free but was controlled,
and therefore the regime had enormous economic and social power. What he did
not foresee was that the contradictions involved in such control would lead (0 the
purges, tbe gulag and a grossly inefficient economy. He saw the advantages in
terms ofgrowth, and the disadvantages of lack of democracy in terms of waste
('bureaucratism as a system became the worst brake on the technical and cultural
development of the country') 15, but he did Dol perceive the scale of the killing and
the enormity of the waste. The fundamental problem was that he anticipated the
rapid end of the bureaucracy and so had no need to theorize the nature of its
economy,l6 The question of the contradictions of the system is discussed below.

In any social system labour has to have a form. Under feudalism it is subsistence
labour combined with a direct ~action of the surplus product, under capita.lism
it is abslractlabour, under socialism it is directly social labour. What is it undel
Stalinism? Implicitly I have already answered the question: it is the fonn of no
form. Put differently, the question is one of extraction of the surplus product and
the form under which it is taking place. It was clearly unique since it was neither
capitalist nor socialist. In fact, it is because the extraction of the surplus product
conflicts with the control over the labour process that the system malfunctions, is
inefficient and gives rise to massive waste.This onlystates that there is no historical
form ofsocial labour but a stalemate between the sociaJgroups in the USSR and a
historical stalemate between the classes in the world. Trotsky insisted on the cru­
cial role of labour productivity, pointing out ceaselessly that as long ~productivity

was lower than the rest of the world, the USSR remained unstable.1

Trotsky's strength lay in his statements that the nature of the USSR was undeter­
mined and his perception that it was the centralized conlrol over labour which
pennitled the bureaucracy to rule. He specifically argued thtt 'The control of the
surplus product opened Ihe bureaucracy's road to power,.l His weakness lay in
his inability to take these points to their natural conclusion.

Trotsky's second point rose from his discussion of the gains of the October
Revolution. Misled byoptimism and poor information, he still placed hopes on (he
preservation of aspects of the revolution, leading to his fonnulation of the COnfliCl
in the USSR as lying between 'the social revolution still exist(ing) in property
relations', and bourgeois norrnsofdistribution.19That such a conflici existed in the
early days of the Lenin period was obvious but that a bureaucratic apparatus
would necessarily appropriate as much control as possible to itselfover the means
of production did not enter Trotsky's discussion. To appropriate the surplus
product the bureaucracy had to have control over the means of production and
consequently over labour and its product. Then there is no longer a conflict be­
tween production and distribution. If, as lrotslcyargued, the working class in some
sense remained in power and the elite were confined by the structure itself he
would have been correct. He maintained that:. 'in spite ofmo~trollSbureaucratic
distortions, the class basis of the USSR remains proletarian', but no elite could
accept such structural control and would be bound to find ways of removing it.
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The essence of the discussion, since the thirties, is about the nature of the struc­
tural control and how the elite liberated itself from the original form of tbe
nationalized property. From one angle a division between production and ap­
propriation is a nonsense but looked at historically it bas its own justification. If the
proletariat were in power but, lacking the skills and the experience, could not run
its own economy, it would have to delegate authority to a bureaucratic apparatus.
This is what Trotsky argued starting from the general principle that any transition­
al period involved a bourg:-gis state enforcing bourgeois norms of distribution on
socialist property relations' I However, was tbe working class still in power, in
however attenuated a sense, in tbe thirties? Here Trotsky's political view of
Stalinism as centrist (that is, standing between the left and capitalist restoration)
was crucial. In that case Stalin still embodied, in however distorted a form, the
spirit of the October Revolution. But, ifStalin represented a temporary but none­
theless systemic change in control, which completely dispossessed the working
class then it could not be said that there was a difference between the form ofcon­
trol over the means of production and the form of distribution. They seemed, in­
deed, exactly suited.

The discussion on the nature of the USSR was derailed by the primitivism of the
arguments of Bruno Rizzi, Max Shachtman and James Burnham. They simply as­
serted that the USSR was a new mode of production with classes. But they had no
theory and could not provide the laws of motion of this new mode of production.
Whereas Trotsky at least had some understanding of the society they only had a
label. Today it is obvious that if it were a mode of production it ought to have at
least lasted longer than six decades. '!Totsky, however, took their contention
seriously, specifically stating that there was no new class in the USSR or no new
mode of production. His arguments are in fact irrefutable in Marxist terms. A class
must have a specific form ofcontrol over the surplus product and Trotsky argued
that the Soviet bureaucracy was too constrained to have developed that new
method of pumping out surplus product. The privileges were hidden, they were
forced to use planning and to industrialize the country.

Planning

The major underpinning of Trotsky's view of the USSR was that it was
planned and the whole debate hinges around that question. Shachtman, el aI,
argued that planning was possible in a new social formation. However, Mar­
xists had argued effectively that planning, as the basis of socialism, was the an­
tithesis of the market. Trotsky remained convinced of that, arguing that
planning was only possible on the basis of democracy: 'The plan is only a
working hypothesis. The fulfllment of the plan inevitably means its radical al­
teration by the masses whose vital interests are reflected in the plan,.22

Both sides of that debate were then locked into arguments which were in­
coherent. Had Trotsky completely abandoned the view that tbe USSR was
planned he would have been forced to conclude that the it was not a worker's state
and that there was no contradiction between production and distribution, despite
his having written in 1933 that: 'The Soviet economy today is neither a monetary
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nor a planned one. It is an almost purely bureaucratic economy.23 Trotsky then
embraced the contradiction in himself that the USSR is planned and not planned,
while not recognizing that fact.

On the other band, the bureaucratic collectivists produced a mecha.o.ical state­
ment which was not dialectical in that they did not lry to perceive the contradic­
tions operating in the society. Nonetheless, the underlying point that Shachtman
and others were trying to make is that lhe USSR cannot be understood as socialis~

or proto-socialist, which a worker's state viewpoint must assert. Nationalization of
the means ofproduction can give rise to a form which is exploitative. The problem
was nol that Trotsky disagreed. He explicitly states that a social revolution would
be required.

Needless (0 say, the distribution of productive forces among the various
branches of the economy and generally the entire content aCthe plan will be
drastically changed when lh.is plan is determined by the interests not of the
bureaucracy but of the producers themselves...Certain of our critics (Ciliga,
Bruno and others) want, come what may, to call the future revolution social.
Let us grant this definition. What does it alter in essence?'24

He went from critical support based on the view that the USSR was a worker's
state and had to be defended against imperialist auack to an uncompromisinghos­
tility to all the institutions of the USSR. It really is not clear why tbe USSR, if ex­
ploitative, has [0 be defended unless it is argued thal nationalization in itself has to
be defended. Yet, no-one calls for the defence ofa conservative collnrrysimplybe­
cause it has nationalized institutions. No-one would need to: nations are entitled to
support in order to control their own destiny. Indeed notsky did argue in precisely
this manner in 1940, when he said:

When Italy attacked Ethiopia, Iwas fully on the side of the lalter, despite the
Ethiopian negus for whom I have no sympathy. What mattered was to op­
pose imperialism's seizure of this new territory. In the same way now r
decisively oppose the imperialist camp and support independence for the
USSR, despite the negus in the Kremlin'.2S

While such a view is consistent with a defence of the USSR as a workers'
state, it actually makes the workers' state defence otiose.

It would seem that for li'otsky the political economy of the USSR would need to
rest on the question ofplanning and the abililyto direct labour centrally. Logically
when these two elements were removed the regime would cease to have any his­
torical justification and would cease to exist. Since 'ITotsky did not foresee tbe
regime lasting he could not develop such a political economy. Instead, following
Preobrazhensky, he saw the contradiction in terms of the market versus planning.
This was transfonned into bourgeois norms ofdistribution, a capitalist state with a
bourgeois bureaucracy versus the continuation in some form of the October
Revolution. As early as 1933 he wrote: 'The Stalinist system is exhausted to the end
and is doomed. Its breakup is approaching with the same inevitability with which
the victory of Fascism approached in Germany'. He then argued that Stalinism is
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like a parasite which has wound itself around the tree of the October Revolution,
which 'will yet know how to fend for itself.26

If planning versus market had been transformed in this manner, Trotsky was left
with the question of the nature of the new laws. What was the new political
economy? Here Trotskywas left with a description of the abolition of the market in
market tenns. His fundamental error was not to understand that the period of the
form of no form could be the nature of the epoch itself. In his chapter in the
Revolution Betrayed on the nature of inflation he argued that the market is needed
simply in order to have a measure ofvalue and therefore a measure ofcosts. The
argument, however, reflects a critique from the angle of NEP but fails to under·
stand the nature of the economyofthe time. The point is that the Stalinist economy
did evolve a non-market system and it was the task ofMarxists to analyze it.

As I remarked, Trotsky did not realize that Stalinism could last for so long. II
could be said that the mistake is understandable and only recognized as such with
hindsight. Nonetheless, Trotskyadmitted that he frd made a mistake when he had
earlier argued that Thermidor had not occurred. Logically, he was on the way to
admitting that an indeterminate system was being formed.

Indeed, 'Irotsky could have taken an alternative and more logical path. The cru­
cial concept was the epoch itself, of which the unformed nature of the USSR was
itself part. Proceeding from that point it would follow that it is the world which is in
transition, caused by the movement of the laws of capitalism and the decline of
value itself. 'Irotsky had this to say

The sharpness of the social crisis arises from this, that with today's concentra­
tion of the means of production, i.e. the monopoly of trusts, the law of value
- the market - is already incapable of regl,l;lating economic relations. State
intervention becomes an absolute neeessity.28

In addition to its objective decline, capitalism had been overthrown at least once.
Whatever happened to the USSR could not alter the fact that capitalism was over­
thrown, placing conscious transition on the agenda throughout the world. This was
a transition, said lfotsky, that had been prolonged because ofsocial democracy. It
followed then that the prolongation of the transitiongave birth toStalinism, which,
in its tum, delayed the onset of socialism still further.

What Trotsky overlooked was the consciousness of the bourgeoisie of its own
decline. II could and did take counter measures to ensure that it remained in
power. Delay is today the essence of the epoch and the bourgeoisie has taken on
board the lessons of the October revolution. It realized that it would have to make
concessions to the working class to stabilize the situation. Nationalization, growth,
full employment have now become standard aims of reformist and Christian
democratic governments. Even Conservative governments have nationalized
property and introduced forms of proto--planning. France, Germany and Japan
are examples.

The socialization of the means of production has already enshrined the gains of
the October Revolution, and the epoch now expresses its spirit. Only complete
reaction could return the world to a pre- October Revolution position and that,



76 Searchlight South Africa, Vol 2, No 4, January 1992

only if the working class the world over was prepared to feturn to mass unemploy­
ment and a low and static standard of living. The USSR in this sense is no longer
important. Even the US has maintained growth and relatively low unemployment
levels largelybecause the nature of the modem capitalist class dependson it. Arms
production, the centrepiece of modern industrial production, cannot be
eliminated without enonnous disruption to capital itself: yet it is a needs based in­
dustry funded by the slate and organjzed and planned over a long period of time.
Plan periods, predictability, organjzation. are DOW watchwords of industry, which
would nol exist ifgrowth had nol become a feature ofmodem capitalism. That is,
1fotsky saw the objective character of the epoch in terms of the decline of the law
ofvalue and the increased economic role of the state but he did not foresee its ex­
lenl nor that the bourgeoisie would use what instruments it could to relain power,
even if they were the very tools required for lhe transition to socialism.

TINsley did not argue this point although the concept of the transitional epoch is
his own. It is not a question ofautomatic movement anywhere, but a simple under­
standing of the laws of motion underlying not one country but the epoch. Yet, by
continuing to maintain that Stalin was a centrist, Stalinism became a subjective
phenomenon rather than having its own political economy. Furthermore it ap­
peared to be a largely Russian rather than an epochal phenomenon.

The Process at Work in the USSR

The market had really been abolished in the USSR and the conflict between
the laws of which he and Preobramensky had spoken had left out the actual
result of such a conflict. In principle either planning defeats the market or the
market wins. If neither wins there would be only degenerate forms of both,
temporarily united in a society which has no historical form but has an histori­
cal existence.At one level Trotsky was struggling towards such a statement
when he spoke of the historical nature of the USSR being open.

But let us bear in mind that the unwinding process has not yet been com­
pleted, and the future of Europe and the world during the next few decades
has not yet been decided.29

At another level, he was still bound to the previous history of NEP seeing the
USSR in terms of plan and market.

It was the common currency of the early twenties that primitive socialist ac­
cumulation was required. Later, some identified the Stalinist process of in­
dustrialization with primitive socialist accumulation. While 'Itotsky hailed the
industrialization ofthe USSR as a result of the elementsofOctober, he did not call
it primitive socialist accumulation. Indeed any identification would have implied
that the USSR was buildingsocialism When notskycriticized Preobrazheosky he
had referred to the possibility of using his analysis for purposes of building a na~

tional socialism.~ Hence Stalin's industrialization could not even be called primi·
tive socialist accumulation. Indeed, its highly contradictory nature, gross
inefficiency and high levels of repression were perhaps reminiscent of primitive
capitalist accumuiation.Yet it is not at all clear ifthere was an extraction ofsurplus
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product from tbe countryside: tbere was a shift of population but even that is
questionable given the numbers killed in collectivization and perished in the
famines. Would there really have been a shortage of labour, in the absence ofcol­
lectivization? In that case, the process served no historical purpose, except to
maintain the elite in power.

Trotsky saw the contradictions of the system and opposed the forms of collec­
tivization and so-<:a.lled planning but he still saw the system as demonstrating the
advantages of nationalization and planning. At that time, of course, no other
country had utilized those instruments, but he did not tease out the nature of the
system coming into being. Logic would have driven him into arguing that the
Soviet bureaucracy could neither use planning nor retwn to the market so that it
would be driven from pillar to post to fwd an inherently impossible solution, In­
deed, I would argue that this position is the only one consistent with Trotsky's
theories.

For Trotsky the bureaucracy constituted a brake on 'the demands of
development', By the late 1930s development had ceased, leading to 'political
convulsions' and the purges.31 He therefore theorized the contradictions of the
system, but in an absolutist way, failing to say any more than the lnJism that the for­
ces of production were coming into conflict with the relations of production, What
was missing was an explanation of the forms in which the conflict was taking place.

In his discussion of the market versus planning ltotsky argued strongly in favour
of the restoration of the market.32 This misled Alec Nove and Richard Day into
believing that TIotsky argued for the market. This is absurd. TIotsky argued quite
clearly that in a transitional period between capitalism and socialism there would
have to be a market. Nonetheless the market is not on the side ofsocialism, it is the
enemy and would have to be phased out in the transition period. Thus,

The rouble will become the most stable valuta only from that moment when
the Soviet productivity of labour exceeds that of the rest of the world and
when, consequently, the rouble itself will be meditating on its final hour.n

And again, Trotsky basically repeated Marx when he said:

In a communist society the state and money will disappear, Their gradual
dying away ought consequently to begin under socialism. We shall be able to
speak of the actual triumph ofsocialism only at that historical moment when
the State turns into a semi-State, and money begins to lose its magic power.
[He then added]: Money cannot be arbitrarily 'abolished', nor the State and
old family 'liquidated'. They have to exhaust their historical mission, evapor­
ate and fall awayJ.4

1rotsky was only following Marx's critique of political economy, in highlighting
the contradiction between exchange value and use value. Only the reformist
Stalinists and social democrats argued otherwise. What Trotsky was saying was
that money and the market must continue to be used until the demise of the tran­
sitional period to socialism. They have to wither gradually.
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How can the proletariat use the market, either under the best or the worst con­
ditions of the transitional period? The latterwas the case in the USSR, alone in the
capitalist world and with an economy that was both backward and in ruins. In the
first case, the proletariat could be assumed to be strong enough to deal with the
problems which would arise out ofa market economy. Tbeywould begin to phase
it out from the first day of taking power, even ifit tooksome time to completelyex·
tinguisb the market. In the case of the USSR, however, the local market would iQ­
evitably link to international capitalism and therefore constitute a political enemy.
Furthermore, the small size of the proletariat (a tiny proportion ofthe population)
would make it easy for the growing market seclor to displace them from power.
That would be the political problem, which indeed Trotsky had pointed out much
earlier when he made it clear that lhemarket was essential for all countries under­
going a transition to socialism. At the same time he declared that it was the use of
'methods and institutions of the capitalist system' which would be phased out as
quickly as the new socialist methods of planning, centralization and accounting
could be introduced.3.S And then at the 12th Party Congress on the Scissors crisis
he pointed out that there was an impossible conflict between the market and plan­
ning. There be described NEP as 'ourr~tion ofa legal order for the arena of
struggle between us and private capital'.

There was also an economic problem which would be eased in the case ofan ad­
vanced country that was part of a wider socialist fraternity of nations by two fac­
tors: a high and rising standard of living and a high level ofdemocracy. It would be
eased but not removed. Economically the market and planning are not com­
plementary but undermine each other. This was the essence of Preobrazhensky's
argument and again it is a logical development of the contradiction between ex­
change value and use value carried over into the transitional period. The basis of
the market,sector has to be exchange on the basis ofvalue, precisely what Trotsky
insisted was needed for planning in the USSR.37 But, the basis ofvalue is abstract
labour, whereas tbe basis of planning is democratic participation in decision
making by the associated producers themselves. These cannot co-exisl. The first
rests on alienated, controlled workers, whereas socialism requires free workers,
increasingly engaged in creative labour and whose interests as human being<> come
above production. _

It follows that under the market (where value is the touch-stone), labour is
degraded, cheapened, or over exploited. Thus women's labour is degraded or
worse paid because of time off to have children. From the point of view of the
planned society, however, women's interests are primary, with production itself
coming secondary. Ultimately women's labour will be much more productive
under planning. but in the transitional period it would take some time to manifest
itself. In like fashion, mining is an inhuman fonn of labour and the planned sector
would have to automate it to the maximum degree or phase it out. On the other
hand, the market sector might find it highly profitable to use cheappeasant labour.
The proletariat would have to remove crucial aspects of the law ofvalue on taking
power: that is, unemployment and with it the reserve army of labour, and intro­
duce a minimum wage and standard of living. Consequently, workers in the
market sector would have less incentive to work hard, since they could not be dis-
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missed or would easily find another job. The quality of goods did indeed drop in
all sectors after the revolutionar as compared with the same fIrms under Tsarism.
Preobrazhensky's plain£ive cry that we have neither the advantages of capita.l.ism
nor of socialism would be an inevitable concomitant of any transitional period

The kind of problem faced by co-operatives in the USSR is also inevitable.
Where do supplies come from for the different sectors? They cannot be self-suffi·
cient. If the market sector needed machinery from the planned sector, it would
have to conform to the planned form. That is, it would have to put in its orders to
the central planners, in accordance with the planned economy's needs. Under
conditions ofshortage the planned sector could not rely on the wholesale trade or
some spontaneous factor to fulfil its demands. Yet the planned sector could make
enormous demands of the market sector at random. There would have to be
planned co-operation. The market sector would then chafe at the difficulty in ob­
taining supplies and in selling to the state sector. The state sector would find, in irs
turn, that the market sector would charge it whatever it could get. If the market
fum was a monopoly it could overcharge the planned sector while if there were
competition, the monopoly ofthe state sector would permit it to squeeze the
market sector.

The whole question of pay would be enough to lead to a revolution. The private
sector would be based on profirs and the managerial staff would be very well off,
but in the planned sector, based on need, managers would be less well paid be·
cause their wages would be dependent on the needs of further investment. The
result would be an increasing animosity between workers and the private sector
managers, supervisors, skilled workers etc. Indeed the workers of the private sec·
tor would be bound to strike for higher pay, better conditions and more
democratic participation in management. How could they be denied them?

These problems are inevitable and have no solution. In a developed society the
market sector would be quickly reduced in size and scope, but in a backward
society this was not possible. Trotsky faced these problems which were indeed
raised in the twenties, but saw them only in the most general class form. Alone
point, he saw Stalinism as the expression of the bureaucratic apparatus, which
found itself in conflict with its erstwhile allies, the growing petite bourgeoisie of the
twenties.38 From this perspective it would be clear that socialism in one country is
nonsense.!t also follows that Stalinism did not tum against money and the market
by accident. NEP was only a holding operation and could not possibly have lasted
very long. Logically, the Stalinist economy, which arose from the failure to intro­
duce tbe planned economy, had to follow. But the planned and market economies
could not co-exist under existing conditions in the USSR.

Trotsky failed to foresee that the Stalinist economy could last some time, al­
though it was not a mode ofproduction and did not have classes. Nonetheless, it is
possible to understand Stalinism using TI'otsky's method and initial starting point.
That is, a Stalinist regime is necessarily non-market and non-Socialist. Reform is
impossible. It must either disintegrate and be overthrown orgo back to capitalism.
The USSR had a limited life based on the expansion of the absolute surplus
product and it bas exhausted it.
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