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This second volume of Charles
Bettelheim's sweeping new interpretation
of Soviet history makes abundantly clear
that the Bolshevik Party's policy toward
the disintegrating worker-peasant alliance
in the 1920s shaped the future of Soviet
society.

By 1921 the peasants, who saw in the
revolution of 1917 an escape from war,
famine, and landlord oppression, were
exhausted and disaffected by the years of
civil war. The great question at that point
was how to rebuild the economy, which
meant first of all that the alliance between
city and countryside had to be reforged.
The New Economic Policy was the
Bolshevik response to this crisis. In his
review of this book (Monthly Review,
October 1977), Paul Sweezy points out
that there were two possible courses: one
was to view the problem as short term, to
placate the peasantry by incentives and
concessions, and through the growth of
agricultural production restore the
economy to at least its pre-revolutionary
levels. In this view, the problems are
primarily economic and the revolutionary
transformation of the peasantry is seen as
a distant objective.

The second way, Sweezy points out,
was to see the two basic problems facing
the Bolsheviks as inextricably intertwined,
and therefore to require policies that
would both provide the peasants with
material assistance and incentives in
order to convince them that the
cooperative route was in their own best
interests, and at the same time to remold
their outlook from that of isolated petty
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Literally, “pumping”; used for the transfer-
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Industrial and financial plan
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Preface

My purpose in the present volume is to continue my analy-
sis of the process of transformation of the Soviet socia(forma—
ztion through the years 1923-1930, defining the way in which
successes and failures were intermingled in that period, and
so prepared the subsequent victories and defeats eXEI)erienced
by the working class and the masses of the people in the
USSR.

In order to accomplish this task it is necessary to establish
what the social relations were in which the agents of produc-
tion were integrated, and to reconstitute as c]%arly as possible
the fundamental class struggles of the period being consid-
ered.’ One must also take into account the diverse forms in
which actual social relations were perceived by the masses
and also by the members and leaders of the Party. Finally, we
have to establish the significance and social implications of
the theoretical notions and political platforms around which a
series of conflicts took place.

This analysis must therefore deal with a complex objective
process developing on several different levels, and entailin
changes each of which proceeded at its own pace, even thoug
all were interlinked and affected each other. This compels us
to renounce any sort of idealistic approach claiming to “ex-
pound” the history of the USSR as the “realization” of a
certain set of “ideas”™ —whether those of Marx, of Lenin, or of
Stalin.

In other words, only a materialist treatment of the process of
transformation of the Soviet social formation will enable us
really to understand this process and draw lessons from it.

Such a treatment is all the more essential today because a
series of writings filled with open hostility to Marxism, and

11
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mainly inspired by the works of Solzhenitsyn, are directed to
presenting the history of the USSR as the “outcome” of the
ideas of Marx, Engels, Lenin, and Stalin. This idealist ap-
proach is, moreover, the “counterpart” of another one, similar
though with different “aims,” expressed in writings of pre-
dominantly apologetic character which present the history of
the USSR as the “outcome” of the decisions of the Bolshevik
Party and the Soviet state, and which furthermore assume that,
generally speaking (that is, leaving aside a few “mistakes”
which are considered to have been more or less rapidly cor-
rected), these decisions were directly dictated by “Marxist
principles,” resulting from analyses carried out in light of
these principles.

A feature common to these idealist treatments of the history
of the Soviet formation is that they relegate to the background
(when they do not purely and simply ignore them) the move-
ment of the objective contradictions, the various forms as-
sumed by class struggles, and the role played by ways of
seeing reality that were inherited from the past and affected
the aspirations of the masses and the views of the leaders
alike. For a materialist analysis of the transformation process
of the Soviet formation all these factors need to be reckoned
with.?

A materialist analysis also requires that we refuse to com-
pare the history of the USSR with any ideal “model” from
which it is supposed to have “deviated” at a certain moment,
so that from that moment everything “took the wrong turn-
ing.

%t is therefore indispensable to analyze the Soviet social
formation in its originality, so as to understand the unique
character of the gigantic upheavals that it has experienced.
Reckoning with the specific features of the history of the
USSR does not debar us (quite the contrary) from drawing
lessons from it for other countries and other periods, since
this history, in its singularity, possesses a universal bearing for
the simple reason that the universal does not exist otherwise
than in the form of the particular. But this universal bearing
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can be grasped only by means of a concrete analysis of the
movement of the contradictions, especially of those that de-
veloped on the plane of ideology.

The pages that follow will not “present chronologically” the
development of the contradictions of the period 1923-1930.
Attention will be focused on the moment when these con-
tradictions converged, giving rise, in 1928-1930, to a crisis
which appeared as a “general crisis of the NEP.” We shall see,
moreover, that some vital aspects of this crisis were connected
with the way in which the New Economic Policy was im-
plemented, and with the ambiguous forms assumed by its
gradual abandonment. In any case, analyzing this crisis will
enable us to perceive a series of contradictions as they man-
ifested themselves in their most acute form, and to trace the
way that they had developed and become intermingled in the
course of the preceding years, so that light is thrown upon
both the conditions that brought the crisis of 1920-1930 to a
head and also the class consequences of this crisis.

The contradictions analyzed in this volume concern, in the
first place, the working class. We have to see how the condi-
tions under which this class produced (that is, the characteris-
tics of the processes of production and reproduction) were
changed, but have also to describe the forms taken by the rise
in the level of consumption by the industrial workers, by the
various relations of distribution, and by the way in which the
workers were organized. Special attention has been given to
the ways whereby the workers (and other social classes, too,
especially the bourgeoisie—both the old one and that which
was in process of formation) made their presence felt in the
ideological and political “machinery” through which the
working class could either develop its own initiative, or find
its activities being oriented in one direction or another. The
successes won during the years under consideration, no less
than the setbacks suffered, had a considerable influence on
the form taken by the crisis of 1928-1930 and its outcome.

Likewise analyzed in this volume are the social relations in
which the peasantry and its various strata were integrated, the
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struggles that developed within the peasantry, and the con-
tradictions that set the peasant masses against certain deci-
sions of the Soviet government.

The contradictions analyzed often present themselves as
economic ones. It is therefore appropriate to bring to light the
social relations which both manifested and concealed them-
selves in the form of prices, wages, and profits, and the class
significance of the movements of industrial and agricultural
prices, movements which involved, to some extent at least, the
fate of the alliance between the workers and the peasants.

Our analysis deals fundamentally with political contradic-
tions, but these cannot be reduced (as is too often attempted)
merely to the conflicts between the various oppositions and
the majority in the Political Bureau. Actually, these contradic-
tions were also internal to the political line laid down by the
Party leadership, a line that included contradictory elements
which played a far from negligible role in the development of
the crisis of 1928-1930. Moreover, this political line fre-
quently contradicted the actual practice of the cadres of Party
and State, and the consequences of this practice reacted,
sooner or later, upon the political line, leading to its transfor-
mation.

Special attention must be given here to the limited means at
the disposal of the Bolshevik Party for putting many of its
decisions into effect. This limitation was a product of history.
It was connected with the Party’s inadequate presence among
the peasantry (who formed the overwhelming majority of the
Soviet people), and with the hardly proletarian character of
many parts of the state machine,® and so with the type of
relations established between these parts of the state machine
and the working people.

However, the limits restricting the activity of the Bolshevik
Party and also the possibilities for mass initiative were due not
only to political factors, but were also determined by the

development of a certain number of ideological relations. We
must therefore analyze quite closely the Bolshevik ideological
formation and. its transformations (which were themselvesmillion.
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inseparable from those taking place in the social formation as a
whole). We shall see that some of the conceptions which
played an increasing role in the Bolshevik Party, and which
were also present among the masses, often led to the existence
of some of the developing contradictions being hidden from
view, to incorrect interpretation® of those contradictions whose
existence was recognized, or to the adoption of decisions that
were more or less inadequate, in the sense that they failed in
their purpose and weakened the positions of the Soviet pro-
letariat.

The characteristic features of the Bolshevik ideological for-
mation reflected, in the first place, the limited experience
which the Bolshevik Party and the Soviet proletariat could
then draw upon. They were connected also with the conflicts
that developed in the Party before October and during the
years 1917-1923, and so with the contradictions in the
ideological formation of that period. Finally, and above all,
they resulted from the changes undergone by that ideological
formation in face of the new problems that arose and the
changes in class relations within the Soviet formation itself.

The process of change in the Bolshevik ideological forma-
tion produced contradictory effects. On the one hand, it led to
an enrichment of Marxism, to a clearer perception of the polit-
ical and economic tasks that the Soviet government had to
tackle. On the other, and at the same time, it contributed—
owing, especially, to the weakness of the Party’s ties with the
peasant masses—to the strengthening of conceptions that de-
parted from revolutionary Marxism. It should be noted, too,
that these conceptions could in some cases be given illusory
“title-deeds of legitimacy” through a mechanistic interpreta-
tion of some formulation or other employed by Marx himself.

As we shall see, a significant example of this was the role
that the Bolshevik Party gave to the formulations used by Marx
in his writings of 1846, in which “society” appears as an
“expressive totality” where the aggregate of social relations
seems to be determined by the technological conditions of
production. This happened with the well-known phrase: “The
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hand-mill gives you society with the feudal lord: the steam
mill, society with the industrial capitalist,”® which can be
interpreted in a narrowly economist-technicist sense.

A relatively large amount of space is given at the end of this
volume to the problems posed by the changes in the Bolshevik
ideological formation. These problems have, indeed, a con-
siderable bearing. Analysis of them enables us to understand
better how and why a certain number of contradictions that
developed in the Soviet social formation were imperfectly
grasped, so that the inadequate treatment they received re-
sulted in a series of unsought consequences that were increas-
ingly difficult to control.

What is said on this subject implies in the most direct fash-
ion a lesson that is of universal application. Some of the con-
ceptions alien to revolutionary Marxism that were present in
the Bolshevik ideological formation became, during the 1930s,
“established truths” which influenced a number of the parties
belonging to the Communist International. These parties
were thus induced, in historical conditions differing from
those of the USSR, to commit mistakes that were similar to
those committed by the Bolshevik Party.’

Analysis of the contradictions and transformations of the
Bolshevik ideological formation is still relevant to present-day
concerns. Even now, some of those who with justification
claim to be Marxist-Leninists have not clearly recognized
what may be mistakes in certain formulations adopted by the
Bolshevik Party which played a negative role, in the transfor-
mation process of the Soviet social formation, by weakening
the leading role of the working class.

The identification of revolutionary Marxism with some of
the formulations or theses which, though accepted by the
Bolshevik Party, were alien to Marxism, continues to do harm
to the cause of socialism in another way. Thus, what the
Bolshevik Party said, especially from the end of the 1920s on,
about the “socialist” significance of state ownership and about
the decisive role of the development of the productive forces
as the “driving force of social changes™ is repeated today by
the Soviet revisionists. By reiterating these formulas they
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laim to prove their “loyalty” to Marxism-Leninism. Other
opponents of socialism employ similar identifications, and the
results ensuing from the theses to which they relate, in order
to reject what the Soviet revolution has accomplished and
reject, also, the teachings of revolutionary Marxism, without
which it is impossible to carry forward to victory the struggle
for socialism.

At the heart of the analyses that follow, therefore, lies the
question of the relation between the process of change affect-
ing the Soviet social formation and that which affected the
Bolshevik ideological formation. This is a question of capital
importance which I have been able only to begin to deal with
here. Perhaps my essay may serve as the starting point for
“setting right-way-up” the problem referred to by means of
the mistaken expression “the personality cult.” What is meant
thereby really took shape only in the 1930s and can therefore
by analyzed only in my next volume. Nevertheless, it is not
without value to make a few methodological observations on
the subject straightaway.

In the first place, it must be said that, in order to deal
rigorously with this question, on the basis of historical mate-
rialism, one needs to analyze first of all the transformation
process of the Soviet social formation and its articulation with
that of the Bolshevik ideological formation. The question of
Stalin cannot be presented correctly unless it is situated in
relation to this dual process. Historically, Stalin was the prod-
uct of this process, not its “author.” To be sure, his role was
considerable, but the line followed by his acts and decisions
cannot be separated either from the relations of strength be-
tween classes, or from the means available to the Bolshevik
Party, or from the ideas that were predominant in the Party
and among the masses. It is by taking strict account of all these
objective determining factors that one can analyze the activity
of the Bolshevik Party, and so of Stalin, and understand how
this activity contributed to maintaining some of the conquests
of October, consolidating Soviet power, and, at the same time,
undermining some of these conquests by allowing the de-
velopment of practices and social relations which greatly
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weakened the leading role of the Soviet proletariat and pro-
foundly shook the alliance between the workers and the peas-
ants. But only concrete analysis applied to the specific forms
of the changes undergone by the Soviet social formation can
enable us to tackle these questions correctly.

Such a concrete analysis shows also to what extent Stalin
was, above all, in most cases, the man who concentrated sys-
tematically the views of the leading circles of the Party and
some of the aspirations of a section of the Soviet masses. The
nature of these views and these aspirations was not the same at
all moments in the history of the Soviet formation, and there-
fore the “question of Stalin” can be tackled correctly only by
“periodizing” it.

In any case, in the following pages I am not concerned with
these problems, since treatment of them is necessarily subor-
dinate to a preliminary analysis of the process of change
through which the Sovie t formation has passed.

Notes

1. Our knowledge of these struggles can, alas, only be very incom-
plete. The most significant factors can, of course, be grasped by
reference to the published documents, by interpreting the
speeches of the Soviet leaders and the decisions adopted by the
Party. But a more thorough knowledge of the struggles and of the
state of mind of the masses, and especially of the different strata-
composing them, will not be achieved until later, when archives
which are at present closed to researchers are opened to them,
and, above all, when, through a mighty mass movement of concern
to know their past, the Soviet people themselves come to partici-
pate in the reconstitution of their own history. Meanwhile, only
the most outstanding developments can be appreciated—which is
already a great deal.

2. In ]J. Elleinstein’s book, Histoire du phénoméne stalinien
(English-language translation, The Stalin Phenomenon), we find
an idealist approach and positions characteristic of mechanical
materialism intermingled. The developments experienced by the
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USSR are shown as the result of a certain conception of socialism
“adapted” to the specific historical conditions of Russia—to the
low level of the productive forces in that country at the start of the
Revolution and to the initial situation of its masses. Ellein-
stein writes of “a people in rags and without education” (English
translation, p. 32) and the burden of “Tsarist tradition and Or-
thodox ritual” (ibid., p. 56). It is on this “historical terrain, very
different from that of France” that a specific “type of socialism” is
said to have developed (French edition, p. 247; not included in
the English translation). A “myth of origin” thus does duty for
analysis of a complex process of transformation. Rejection of this
myth does not mean, of course, denying that the effects produced
upon the Soviet social formation by a number of contradictions
that were not brought under control (effects the bearing of which
is universal, and therefore capable of appearing elsewhere than in
the Soviet Union) did take on forms that were specifically Rus-
sian. However, what matters when we are trying to draw lessons
from the history of the Soviet Union is the content of universal
implication to be found in the changes that that country has
undergone: this is why we need to grasp them in their specific
forms (which are to be “associated” with the specific Russian
“terrain”), but also to go beyond the particularity of these forms.
. We need only recall what Lenin had to say on the matter: “The
apparatus we call ours is, in fact, still quite alien to us, it is a
bourgeois and tsarist hotchpotch . . . 7 (Lenin, CW, vol. 36, p. 606).
On this point see volume I of the present work, p. 329. For lack of
mass action to revolutionize this “apparatus,” its characteristic
features could not be radically altered.

. The most telling example of a mistaken interpretation is provided
by the attempt made to account for the “bureaucratic distortions”
of the state machinery by attributing these exclusively to the
predominance of small-scale production. Actually, these distor-
tions were also connected with the development of centralistic
political relations (which was why they got worse during the
1930s, when small-scale peasant production was tending to disap-
pear), a development that was not combated by the Bolshevik
Party since it considered that the forms of centralization character-
istic of capitalism corresponded to the requirements for domina-
tion by society over the processes of production and reproduction.
. Marx, The Poverty of Philosophy, in Marx and Engels, Collected
Works, vol. 6, p. 166.
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6. Of course, if a particular Communist Party was influenced by some
of the mistaken theses upheld by the Bolshevik Party and the
Comintern, the reason for this must be sought in the social prac-
tice of this Party, in its relations with the various classes of
society, in its internal structure, and in its greater or lesser
capacity to generate criticism and self-criticism, drawing up the
balance sheet of its own experience and learning lessons there-
from.



Introduction to the “second period”

The purpose of this volume is to show the movement of the
contradictions leading to the economic and political crisis that
opened at the beginning of 1928 and culminated, from the end
of 1929, in the complete abandonment of the New Economic
Policy (NEP) which had been inaugurated in 1921." This
abandonment corresponded to a radical alteration of political
line. The decisive moment of this alteration was called by
Stalin himself the “great turn” or “great change.”?

The analyses that follow relate to the contradictions that led
to this abandonment, to the NEP itself, and to the “great
change” that marked the real ending of it.

Only as clear a view as can be obtained of the interweaving
and transformation of the contradictions characteristic of the
Soviet formation between 1923 and 1929 can enable us to
appreciate the concrete conditions under which the USSR
entered, in 1930, a new period of collectivization and indus-
trialization, that of the Five-Year Plans. That new period will
be studied in a subsequent volume.

I. The NEP as a policy of alliance between
the workers and the peasants

The NEP is often discussed as though it were a mere “eco-
nomic policy.” The very name given to it (“New Economic
Policy”) suggests such an interpretation, and the measures
taken initially in order to implement it seem to have aimed
mainly at restoring a certain amount of “freedom of trade” and

21
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leaving the peasants a margin of initiative much wider than
they had enjoyed during “war communism.”

At the beginning of 1922, at the time of the Eleventh Con-
gress of the Bolshevik Party, Lenin was still saying: “The
chief thing the people, all the working people, want today is
nothing but help in their desperate hunger and need.”?

Nevertheless, over and above immediate appearances
(which were also a reality), and the confusion caused by the
expression “New Economic Policy,” the NEP was very much
more than an “economic policy.”* It was also very much more
than a policy of “concessions” made to the peasantry and to
some Russian and foreign capitalists.

Actually, the NEP was something other than a mere “re-
treat,” the metaphor that was first used to define it. It was an
active alliance between the working class and the peasantry:
an alliance that was more and more clearly defined by Lenin
as intended not just to ensure “restoration of the economy
but also to make it possible to lead the peasant masses along
the road to socialism, through the aid—economic, ideological,
and political—brought to them by the proletariat.®

The NEP as an active alliance between the peasantry and
the proletariat in power was a special form of the dictatorship
of the proletariat, a form corresponding to the specific condi-
tions prevailing in Soviet Russia in the 1920s.

The special features of the class alliance which the NEP
aimed to establish should not cause us to forget that this
alliance was in strict conformity with the fundamental princi-
ples of Marxism. Marx opposed Lassalle, for whom, in relation
to the working class, the other social classes constituted “one
reactionary mass.” In a passage written in June 1919—long
before the formulation of the NEP—Lenin stressed that the
dictatorship of the proletariat does not mean a dictatorship of
the working class over the masses in general, but is an alliance
between classes. He declared that whoever “has not under
tood this from reading Marx’s Capital has understood nothing
in Marx, understood nothing in Socialism . ..”"

After recalling that the dictatorship of the proletariat is the
continuation of the class struggle in new forms, Lenin added:
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The dictatorship of the proletariat is a specific form of class
alliance between the proletariat, the vanguard of the working
people, and the numerous non-proletarian strata of the working
people (petty bourgeoisie, small proprietors, the peasantry, the intelli-
gentsia, etc.) or the majority of these strata, an alliance
against capital, an alliance whose aim is the complete overthrow
of capital, complete suppression of the resistance offered by the
bourgeoisie as well as of attempts at restoration on its part, an
alliance for the final establishment and consolidation of
socialism [my emphasis—C. B.].”

For Lenin the NEP was thus neither a mere “economic
policy” nor a mere “retreat™ it was a special form of the
dictatorship of the proletariat, requiring respect for a certain
number of political orientations and fundamental principles.

The necessity of this form under the conditions of Soviet
Russia was one of the lessons that Lenin drew from “war
communism.” That experience had shown that it was impera-
tive to replace the attempted “frontal attack™ characteristic of
the years 1918-1920 by a war of position. This “war” could
lead to the triumph of socialism provided that the ruling party
clearly perceived that the terrain it stood upon at the outset
was one of real social relations which were still capitalist, and
provided that it set itself the task of helping to bring about the
conditions needed if these relations were to be controlled and
transformed, by drawing the peasant masses into this new
struggle, which was a struggle for socialism.

In his closing speech at the Eleventh Congress of the Bol-
shevik Party, delivered on April 2, 1922, Lenin was particu-
larly explicit on this point. On the one hand, he showed that
the phase of “retreat” which had at first characterized the NEP
(and which had opened at the beginning of 1921) was at an
end, that a stop must be put to that “retreat,” though not to the
NEP itself. On the other hand, he emphasized two principles:
first, the new advance must be cautious (in conformity with
the requirements of positional warfare), and, secondly and
especially, this advance must be made together with the peas-
antry.

The following formulation is particularly significant: “The
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main thing now is to advance as an immeasurably wider and
larger mass, and only together with the peasantry, proving to
them by deeds, in practice, by experience, that we are learn-
ing and that we shall learn to assist them, to lead them for-
ward.”®

The two key expressions in this formulation are: (1) “to
advance,” which shows that in 1922, as Lenin saw it, the NEP
must make it possible to go forward (and not merely to “restore
the productive forces”); and (2) “only together with the peas-
antry” which implies that the advance (the march toward
socialism) must be made together with the peasant masses,
whom the Party must “learn to assist.”

In January 1923 Lenin gave concrete definition to one of the
forms that this advance toward socialism should assume so far
as the peasantry was concerned: “If the whole of the peasantry
had been organised in co-operatives, we would by now have
been standing with both feet on the soil of socialism.” In the
same passage Lenin stressed again that, under the dictatorship
of the proletariat, a general development of cooperatives could
lead to socialism provided that it resulted not from economic
and political coercion, but from the will of the peasant masses
themselves, which accounts for this remark: “The organisation
of the entire peasantry in co-operative societies presupposes a
standard of culture among the peasants . . . that cannot, in
fact, be achieved without a cultural revolution.”®

The phrase quoted is of decisive importance, even though
in this particular passage the content of the expression “cul-
tural revolution” remains rather vague.

However, the way in which the NEP actually developed did
not depend exclusively on the Party’s rallying to the princi-
ples proclaimed. What was essential was the concrete content
of this “rallying,” the mode of intervention in the class strug-
gles which it determined, and the Party’s practical capacity to
put into deeds the measures it resolved upon. It was all that
which constituted the reality of the policy followed during the
NEP, and which had an influence—greater or less, from case
to case—on the process of reproduction and transformation of
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social relations that took place between 1923 and 1928, and
culminated in the general crisis of the years 1928 and 1929.

The analysis of the requirements and the limitations of the
NEP made by the majority of the Bolshevik Party leadership
was far from stable and consistent. It varied from time to time
and was not the same for all members of the CC.

Each interpretation appeared as the result of the combining
of two fundamental tendencies concerning the significance to
be accorded to the NEP. At different moments, one of these
tendencies was more or less predominant; and this applied
both to the Party majority itself and to the positions taken up
by one and the same Party leader.

One of these tendencies led to the NEP being reduced to a
mere “economic policy,” a “retreat,” to which one had to
resign oneself for the time being, until the situation should
make it possible to “get rid of the NEP”'” and resume the
offensive. This tendency implicitly assumed that no real of-
fensive could be undertaken until the NEP had been aban-
doned.

The other tendency—the one that was in closer conformity to
Lenin’s own line of thought!'—declared that the NEP was

above all a specific form of the alliance between the workers

and the peasants, and that this form was capable of modifica-
tion, especially in response to the rallying of the peasant
masses to the cooperatives and to collective production. The
interpretations in which this attitude was dominant did not
consider that it was necessary to “get rid of” the NEP in the
near future, but merely to transform it.

Predominance of the first of these two tendencies meant, if
taken to extremes, looking on the NEP as a capitalist road of
development, from which followed the conclusion that it
would have to be abandoned as soon as conditions made this
possible.

Predominance of the second tendency meant, on the con-
trary, agreeing that the NEP made development along the
socialist road possible, provided that the Party took the ap-
propriate measures. This interpretation thus did not present as
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mutually irreconcilable pursuit of the NEP and advance to-
ward socialism. It did not, however, deny that this advance
might include elements of subordinated capitalist develop-
ment, the effects of which must be gradually subjected to
control and then transformed by the class struggle.

Over and above all hesitations and temporary fluctuations,
the way the NEP was predominantly interpreted by the lead-
ership of the Bolshevik Party was governed by an historical
development. The interpretation that prevailed in the first
historical period (until 1925) saw in the NEP essentially a
policy of class alliances that was relatively lasting. It tended,
however, to ascribe to this alliance a content that was mainly
economic. One must emphasize that this was only a tendency,
and did not rule out the introduction of measures aiming
directly to change the political relations between the
Bolshevik Party and the peasantry—such as the policy of “re-
vitalizing” the rural soviets.

In a second phase—beginning at the end of 1925, when it
was proclaimed that the “restoration period” had been com-
pleted (this was not true, since at that time the productive
forces of agriculture had not yet been fully “restored”)—the
idea developed to an increasing extent that the NEP was
essentially provisional in character. In practice this idea found
expression in a growing gap between statements of principle,
which affirmed positions that were basically unchanged, and
the measures concretely adopted and implemented. Actually,
these measures represented to an ever greater degree a viola-
tion, on the plane of political practice, of some of the re-
quirements of the NEP, especially as regards relations with the
peasant masses. What was going on, therefore, was a gradual
abandonment of all that the NEP stood for as a policy of
active alliance between the proletariat and the peasantry.
Thus, what appeared in 1928-1929 to be a “crisis of the NEP”
was, in reality, a crisis caused by nonapplication of the
NEP—a crisis of the worker-peasant alliance.

The changes affecting the predominant interpretation of the
NEP by the Bolshevik Party enable us to understand the
nature of certain decisions taken by the Party during the years
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1923-1929, but they are far from supplying an adequate ex-
planation of them. On the one hand, a considerable number of
decisions were taken (especially from 1928 on) under the
pressure of immediate difficulties. They were more or less
improvised, and the changes in the way that the NEP was
interpreted were then brought in, more in order to furnish
retrospective justification for decisions already taken than as a
factor determining these decisions.

On the other hand, and especially, these changes in the
predominant interpretation of the NEP need to be explained
themselves. This explanation can be found only by analyzing
the changes that took place in the Bolshevik ideological forma-
tion and by relating these changes to their material basis; the
successes and failures of the policy followed, the changes in
relations of strength between the classes, and the general
movement of the economic and social contradictions that were
subject to control to a greater or lesser degree.

II. The NEP as an “economic policy” and
its results down to 1927

The most immediate aim of the NEP was to rescue the coun-
try from the famine and economic chaos in which it was sunk
after four years of imperialist war followed by three years of
civil war and foreign intervention. At the beginning, these
economic tasks were also directly political tasks.

What mattered for the Soviet government was, first and
foremost, to take the measures needed if the essential
branches of production were quickly to recover their prewar
levels, and then to surpass these levels, taking account of the
new social and political conditions resulting from the October
Revolution. By achieving this aim the Soviet government
scored a political victory. It showed its power to save the
country from the tremendous difficulties into which it was
plunged at the end of the civil war. Thanks to the measures
taken, and, above all, to the immense effort and labor put in by
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the workers and peasants, the results obtained were excep-
tionally great.

(a) Agricultural production

In 1926-1927 agricultural production took a leap forward.
Its value, in prewar prices, reached 11.17 milliard roubles,
which meant an advance of over 100 percent on 1921-1922
and 6 percent on 1913—in comparison with 1925-1926, the
previous year, when the advance was 5 percent.'> In 1926—
1927 the gross yield of grain was more than 25 percent in
excess of that in 1922-1923: it came to about 76.4 million
metric tons, as against 74.5 in 1925-1926."% At that moment,
however, the level of the prewar grain harvest (82.6 million
metric tons was the average for the years 1909 to 1913'*) had
not been fully attained; but a number of other branches of
agricultural production were progressing, despite the inade-
quacy and obsolescence of the equipment available on most
farms.

The years between 1921-1922 and 1926-1927 thus saw a
remarkable advance in agriculture. However, this advance
was very uneven between one region and another and be-
tween different branches of agriculture. Furthermore, after
1925-1926, agricultural production tended to stagnate. This
slowing-down was to have important political consequences.

(b) Industrial production

During the NEP, industrial production, too, made remark-
able progress. Production in 1926-1927 was, in terms of vol-
ume, three times that of 1921-1922. However, the progress
achieved made up mainly for the previous decline; and indus-
trial production in 1926-1927 was only 4 percent more than
prewar, whereas it was 15.6 percent more than in the preced-
ing year.'”

If we take the processing industry alone, the progress made
was very substantial. In 1927 the index for this branch of
production (with 1913 as 100) stood at 114.5. This progress
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continued, moreover, during the two subsequent years. In
1929 the index for this branch stood at 181.4, which put the
USSR at the head of all the countries of Europe for growth
in production by manufacturing industry as compared with
prewar.'®

If we compare the progress made by the different branches
of industry (manufacturing and extractive), we find that the
rates of progress were highly uneven. In 1926-1927 produc-
tion of coal and oil surpassed the prewar level to a marked
degree. Iron and steel lagged behind. As for production of
cotton goods, it exceeded the prewar figure by 70 percent."”

The progress in industrial production of consumer goods
did not show the same signs of slowing down as became
apparent in agriculture. When we compare it with the increase
in population, we see that, taken as a whole, it had progressed
at a faster rate: between 1913 and 1926 the population grew by
7 percent, reaching the figure of 147 million, 18 million of
whom lived in towns; whereas the index of industrial produc-
tion of consumer goods reached 120 in 1928 (100 being, in this
case, 1914).'8

(c) The development of exchange

One of the immediate aims of the NEP was a rapid de-
velopment of exchange between town and country (a de-
velopment which formed the material basis for the alliance
between the workers and the peasants). It was an aim to be
attained not only through increased production but also
through the establishment of economic relations satisfactory to
the peasants—who, under “war communism,” had furnished
supplies to the towns while receiving hardly any products in
return.

The NEP was, in fact, marked by an extensive development
of commodity exchange, by restoration of the role of money,
by the existence of a vast “free market,” and by the influence
of price movements upon the supply of and demand for goods
and by then influence on the orientation of some investments.
Nevertheless, the years beginning in 1921 also saw the de-
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veloping activity of a group of state organs whose operations
aimed at safeguarding expanded reproduction, to some extent,
from the direct influence of commodity relations, through the
increasing role played by planning, centralization of fiscal
revenue, and the carrying out of investment programs.

The figures available do not enable us to estimate precisely
how exchange evolved in comparison with 1913. It is certain,
however, that the amount of agricultural produce supplied to
the towns and urban trade by the peasants, in order to obtain
the money that they needed to pay their taxes, was much less
in 1926 than in 1913. Thereafter, the bulk of the selling done
by the peasants was intended to pay for their purchases of
industrial goods.

Taken as a whole, the trade turnover in 1926-1927 was 2.5
times what it had been in 1923-1924. Even if we allow for the
fact that during this period prices increased by about 50 per-
cent, the overall volume of exchange increased by more than
60 percent in three years. Besides, these figures do not include
the very big increase in sales made by the peasants in the
urban markets, sales which between 1922-1923 and 1924—
1925 multiplied by 3.3 (at current prices) and constituted at
the later date more than one—thirdp of the retail trade turn-
over."’

Another proof of the substantial increase in the volume of
exchange is provided by the rapid advance in the tonnage
carried b tEe railways, which was multiplied more than
threefold between 1922 and 1927, the year when it exceeded
the level of 1913 by 5 percent.

These few pointers serve to demonstrate the extent of the
economic recovery accomplished between 1922 and 1927.
The progress in most branches of production and exchange
continued, moreover, after 1927, so that the contrast between
this advance and the crisis experienced in the sphere of “pro-
curement” of grain stands out all the more strikingly.

To account for this crisis and the way it develope(f] we shall
need to study the contradictory forms assumed by the
worker-peasant alliance. This study is all the more necessary
because the importance and the role of these contradictions
are usually much underestimated.
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III. The consolidation of the
worker-peasant alliance and the
contradictions in the Soviet social
formation in 1923-1929

The consolidation of the worker-peasant alliance between
1923 and 1927 was based rimarigf upon the constructive
work carried out under the Feadership of the Bolshevik Party.
This work was done in the main, as we have seen, in the
sphere of production and exchange, but it was a great deal
wider in scope than that.

In the sphere of education, there was an unprecedented
increase in the numbers of people attending school. The
figure for pupils in primary and secondary schools increased,
in round figures, from 7.9 million in 1914-1915 to 11.5 million
in 1927-1928.*° As compared with 1922-1923, the increase in
numbers was 1.4 million in the towns and 2.8 million in the
countryside.*! True—and I shall come back to this point—the
content and methods of the teaching given were far from
corresponding fully to what was neec%eg for the buildini of
socialism and to what was implicit in the role that the workers
and peasants were supposed to play in that task. Nevertheless,
the quantitative progress achieved was remarkable, and real
efforts were mac})e to establish a system of education linked
with practical work in production.

In the sphere of reading by the masses, great progress was
realized. Thus, the number of books in the public libraries, in
1927, was 43.5 million in the towns (as against 4.7 million in
1913), and 25.7 million in the country areas (as against 4.2
million in 1913).** This progress was all the more significant
because, on the whole, what was published after the October
Revolution was marked by a new, revolutionary spirit, and
because the controversies of that period were wide-ranging
enough to permit the expression of such diverse trends of
thought, dogmatic tendencies and a stereotyped style were
largely avoided. All the same, we must not lose sight of the fact
that, despite what had been achieved, only a little over one-
half of the inhabitants between nine and forty-nine years of
age could read and write when the census of 1926 was taken.
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In the sphere of health, the number of doctors increased
from 20,000 in 1913 to 63,000 in 1928,* despite the substantial
emigration of doctors between 1918 and 1923. The number of
Eractitioners present in the rural districts increased rapidly,

ut in proportion to the number of inhabitants, still remained
much lower than in the towns. Improvements in material and
sanitary conditions brought about a fall in the death rate from
21.7 percent in 1924 to 18.8 percent in 1927.

The consolidation of Soviet power and of the worker-
peasant alliance had, of course, a political basis—in particular,
the special attention that the Bolshevik Party gave to the peas-
ant question (in spite of the serious limitations imposed upon
its activity by the Party’s weak presence among the rural
masses). This consolidation was bound up with the develop-
ment of the mass organizations of the working class (mainly,
the trade unions) and of the peasantry (mainly, the rural
soviets and the agricultural cooperatives).**

The consolidation of Soviet power and of the worker-
peasant alliance took place, inevitably, under contradictory
conditions. It is the way in which these contradictions de-
veloped, became interconnected, and were dealt with that
provides the explanation for what the NEP was, how it was
transformed, and why it culminated in a “crisis” expressing its
abandonment.

The basic contradiction was one that opposed the proletariat
to the bourgeoisie. During the NEP this contradiction pre-
sented itself particularly in the form of the contradiction be-
tween the private sector and the state and cooperative sector,
for the latter was, in the main, directed by the Soviet state,
itself directed by the Bolshevik Party, the instrument of the
dictatorship of tﬁ]e proletariat. In 1928 this sector contributed
44 percent of the national income, 82.4 percent of the gross
value of industrial production, and accounted for 76.4 percent
of the turnover of the retail trade enterprises. On the other
hand, only 3.3 percent of the gross value of agricultural pro-
duction came from this sector.25> As we shall see, the decisive
role played by the private sector in agriculture, and the con-
siderable one played by private trade (combined with the
growing contradictions in the policy followed by the Bol-
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shevik Party from 1926 on), partly explain the crisis that
marked the years 1928 and 1929, and the distinctive features
of that crisis.

However, the contradictions between the proletariat and
the bourgeoisie assumed other forms as well, and these we
must ana%yze—especially those which opposed the working
class to the managers of enterprises, both “private” and state-
owned, in articu%ar when the latter obstructed the workers’
initiative. This contradiction became acute during the second
half of 1928.

During the years 1923-1929 an important role was played
by the contra(ﬁction which opposed—more or less sharply at
different times—the peasantry to the Soviet government. In
1929 this contradiction became a decisive one, owing to the
way with which it was dealt. It became interwoven with other
contradictions, principally that which made the peasantry a
contradictory unity, divided into kulaki (rich peasants), bed-
nyaki (poor peasants), and serednyaki (middle peasants).

The vital significance of the supplyin% of grain to the towns
meant that the impact which the development of these con-
tradictions had upon “ﬁrain procurement?® acquired decisive
importance. Reciiroca y, it was on this plane that a series of
measures were taken that might either consolidate or disturb
the worker-peasant alliance. Owing to the way in which they
were put into effect, under conditions that we must analyze,
the measures taken from 1928 on led progressively to com-
plete abandonment of the NEP.

IV. Grain procurement, its fluctuations,
and the state of the worker-peasant
alliance

The term “procurement” refers to the operations for pur-
chasing agricultural produce carried out by the state’s eco-
nomic organs and by the officially recognized network of
cooperatives.

T]i:e regular functioning of procurement was decisively im-
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portant. Politically, its smooth progress constituted the out-
ward sign that one of the material foundations of the worker-
peasant alliance was being consolidated. Economically, this
smooth progress ensured the supplies needed by the towns
and by industry. It contributed to a certain degree of price
stability, and to the balance of payments in foreign tradf(;. In
the last-mentioned connection, indeed, grain procurement
played a role of central importance, for exports of grain were
one of the principal sources from which the foreign exchange
was obtained for financing imports, especially those that could
help industry to develop.

During the NEP, procurement was carried on in competi-
tion with the purchasing activities of the “private sector.” In
principle—an(f this was an essential aspect of the NEP from
the standpoint of the worker-peasant alliance—procurement
had to be effected on the basis of the prices at which the
peasants were willing to sell, and had to involve only such
quantities as the peasants were ready to deliver. The princi-
ples of the NEP implied that })rocurement must be a form of
marketing and not a form of requisition or taxation at the
expense of the peasant&. And that was, in fact, how procure-
ment worked down to the end of 1927.

Procurement was highly important for the peasantry, to
whom it guaranteed stable outlets for their produce. It also
constituted one of the bases for economic planning, since
correct realization of economic plans largely deEended on
satisfactory functioning of the operations for purchase of ag-
ricultural produce.

In principle, the intervention of the procurement agencies
on a sufficiently large scale enabled these agencies to exert
overall control over the prices at which this produce was
marketed—which meant also controlling the prices that pre-
vailed in “private” trade. This intervention thus constituteg if
it was carried out under proper conditions, an instrument for
implementing a price p()}i)cy in conformity with the needs of
the worker-peasant alliance. During the first years of the
NEP, the Soviet government tried to practice such a price
policy. It did not always succeed, however, for reasons to
which we shall have to return.

>
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Finally, it should be added that the development of pro-
curement was conceived not merely as an instrument to se-
cure increasing control over the market, but also as a means of
gradually ousting private trade. The struggle to oust private
trade was one of the forms of the class struggle during the
NEP: it aimed to strengthen the direct economic ties uniting
the peasantry with the Soviet government.

At the Eleventh Party Congress, in 1922, Lenin had stressed
that, in order to strengthen the worker-peasant alliance, the
Communists appointed to head the central state and coopera-
tive trading organs must beat the capitalists on their own
ground. “Here is something we must do now in the economic
field. We must win the competition against the ordinary shop
assistant, the ordinary capitalist, the merchant, who VVI]R] go to
the peasant without arguing about communism.”?’

Lenin explained that the task of the industrial and commer-
cial organs of the Soviet government was to ensure economic
linkage with the peasantry by showing that it could satisfy
the peasants’ needs better than private capital could. He
added: “Here the last and decisive battle’ is impending; here
there are no political or any other flanking movements that we
can undertake, because this is a test in competition with private
capital. Either we pass this test in competition with private
capital, or we fail completely.”?®

These principles ratitied by the Eleventh Party Congress,
were adhered to in the main until 1927. The increasing role
played by the state and coogerative sector in the general
sphere of trade therefore testified to its vitality, to its increas-
ing capacity to carry out procurement in the true sense of the
word. The reader must be given an idea of this sector’s overall
development by showing what its share was in commercial
operations as a whole. Here are some figures.

On the eve of the final crisis of the NEP (1926-1927),
wholesale trade was already largely concentrated in the state
and cooperative sector. The state’s organs dealt with 50.2
percent of it, as against 5.1 percent covered by private trade;
the balance of 44.7 percent was handled by cooperative trade,
which was itself subject to directive from the state’s organs.”

Concentration of wholesale trade under the direct control of
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the Soviet government continued to progress after 1927, but
his progress was thenceforth increasingly due to the applica-
tion of regulatory measures—which nevertheless did not
suffice to prevent a series of contradictions from developing in
the sphere of trade.

In retail trade the position held by the state and cooperative
agencies was less clearly dominant than in wholesale trade,
but in 1926-1927 they were responsible for the greater part of
this, too. At that time they contributed 13.3 percent and 49.8
percent, respectively, of the retail trade turnover, leaving 36.9
percent to private traders. In 1928 and 1929 the share held by
the latter fell to 22.5 percent and then to 13.5 percent.”’

Despite the big role played by state and cooperative trade, it
did not succeed in accomplishing all the aims assigned to it by
the Bolshevik Party and the Soviet government, especially as
regards prices and the quantities that it was expected to buy or
sell. We shall see this in detail when we come to examine how
the final crisis of the NEP developed.

Let us note for the moment that a considerable contradiction
appeared between private trade and state and cooperative
trade in the matter of prices. Private traders resold at prices
higher than those charged by the state and cooperative organs,
and so were able to offer the peasants better prices for their
products; this had a harmful effect on the procurement opera-
tions that the state endeavored to carry out on the basis of
stable prices. This contradiction stimulated the adoption of
administrative measures directed against private trade, but
such measures often seemed to the peasants to be reasons why
they were losing money, or being deprived of opportunities to
make more money.

In any case, in 1926-1927, state and cooperative trade had
succeeded in attaining a predominant position without having
had recourse, thus far (at any rate, on any large scale), to
measures of prohibition.

According to the directives laid down by the Party in a
resolution adopted at the end of 1927 by the Fifteenth Con-
gress,?! state and cooperative trade had to follow the “price
policy” decided by the Party, to enable the Soviet state to
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carry on an active policy in the buying and selling of produce,
and to subordinate commerce to the objectives of the plan.

In reality, state and cooperative trade did not at that time
succeed in gaining the control over commercial operations
that was expected of it. This became especially clear in the
crucial sphere of grain procurement. Here, difficulties arose in
the most striking way and with the most serious
consequences—a situation which we must now proceed to
examine.

(a) The progress, and then the crisis, of
procurement

The “procurement crisis” that began in 1927-1928 con-
cerned, first and foremost, grain—a group of products which
played an essential role in the feeding of the townspeople and
in Soviet exports at that time. It is therefore to the evolution of
grain procurement that we must pay attention.

It will first be observed that in 1926-1927 procurement
involved 10.59 million metric tons. Like the harvest of that
year, it was much bigger than that of the previous year (which
had been 8.41 million metric tons®? and had been carried out
with some difficulty.

In 1927-1928 the harvest was less abundant than in the
previous year, amounting to 73.6 million metric tons,* or 2.8
million less than in 1926-1927 and 0.9 million less than in
1925-1926. Procurement on a slightly smaller scale than in
1925-1926 was to be expected: actually, the reduction was
substantial, and it took place in two phases, a point that
deserves attention.

At first there was a moderate reduction: between July and
October 1927 procurement involved 3.74 million metric tons,
as against 3.96 million metric tons in the same months of the
previous year, or a reduction of 5.4 percent—less in value
when the reduction in the harvest is taken into account. Then,
between November and December, matters took a dramatic
turn. During those two months procurement accounted for no
more than 1.39 million metric tons, which meant a reduction
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of nearly 55 percent on the corresponding period of 1926
19273

Actually, the reduction was not surprising, given the shrink-
age in the size of the harvest. Nevertheless, this shortfall in procure-
ment jeopardized the supply of food to the towns. It
also jeopardized—and this was no less important for the Bol-
shevik Party—realization of the objectives of the procurement
plan, which was itself connected with the export plan.Pro-
curement targets had been increased by 1.7 million metric
tons over the figure for the preceding year,* despite the re-
duction in the harvest. The Party was therefore impelled to
react fast.

(b) The “emergency measures” and their
immediate consequences

The way in which the Party and the government reacted to
the serious fall in the amount of grain procured resulted from a
relatively simple analysis of the situation—or rather from an
oversimplified analysis which took account of only one aspect
of the contradictions developing in the countryside, an aspect
which (as will be seen) was not, in fact, the principal one.

Generally speaking, the Bolshevik Party considered that the
reduction in procurement was due mainly to holding back of
grain by the rich peasants, to a sort of “kulaks™ strike.”*® Hav-
ing analyzed the situation in this way, the Party leadership
took the view, at the beginning of 1928, that this “strike” must
be answered with restraints and requisitions. These were
what came to be called the “extraordinary” or “emergency
measures,” terms intended to emphasize the temporary charac-
ter of the measures taken.

In themselves the “emergency measures” need not have
done fundamental violence to the principles of the NEP
(which implied that recourse should not be had to requi-
sitions), for they were supposed to apply exclusively to kulaks
guilty of illegal hoarding and speculation. Their “legal basis”
was Article 107 of the Penal Code, adopted in 1926. They
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were regarded as being one of the forms of the class struggle
aimed, as the Fifteenth Congress resolution put it, at “restrict-
ing the exploiting tendencies of the rural bourgeoisie.””

If the emergency measures had in fact been applied merely
to the quantity of grain that could be seized from the kulak
farms, they would not have enabled the procurement agencies
to realize their plan, which had very high targets.

In practice, therefore, the emergency measures turned into
something quite different from a struggle against speculation
by kulaks. They constituted a measure of “economic policy”
aimed at ensuring, at all costs, transference to the state’s
granaries of a quantity of grain as near as possible to that pro-
vided for in the procurement plan. In order that this plan
might be realized, the state organs and the local Party cadres
were given very strict instructions. The cadres were
threatened with penalties in the event that the procurement
proved inadequate. As a result of the pressure brought to bear on
them, the local officials were led to requisition quantities of
grain very much larger than those they could find on the farms
of the kulaks alone. Thus, the emergency measures hit not
only the kulaks but also, and above all, the middle peasants
and even some of the poor peasants.”® Mikoyan, who was in
charge of the administrative apparatus entrusted with pro-
curement (the Commissariat of Trade), actually noted that the
bulk of the wheat “surplus” was held by the middle peasants,
and that the wheat confiscated from them was taken by means
of measures that were officially denounced as “harmful, il-
legal and inadmissible.”®® However, the local organs of the
Bolshevik Party insisted on the necessity, if the procurement
targets were to be attained, of seizing the grain belonging to
the middle peasants. A Party circular issued in the North-
Caucasian Region (Krai) gave the following guidelines:

While continuing to drain the surplus grain from kulak house-
holds, and employing whatever means are necessary to encour-
age them to sell their surplus to the state, we must bear in mind
that the main bulk of the grain reserves is, nevertheless, in the
hands of the middle peasants. For this reason, the February
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procurements will be made mainly at the expense of the sered-
nyaks in the villages, that is to say they will be amassed in small
quantities.40

Adoption of these practices gave rise to a crisis in numerous
regions and provoked discontent on the part of wide strata of
the peasantry, who thought that a return to the methods of
“war communism” was going on.

The Party’s General Secretariat received disturbing reports
about the way in which the emergency measures were being
applied, and the reactions they were arousing among the
peasantry. On February 13, 1928, Stalin sent out a circular to
all Party organizations summarizing the situation which had
led to the emergency measures being adopted and admitting
that mistakes had previously been committed by the Party,
including the CC.*' He welcomed the results obtained by the
emergency measures, so far as the amount of grain procured
was concerned, but denounced “distortions and excesses” that
had been committed in the villages and that might “create
new difficulties.” Stalin gave as examples of such excesses
“compulsory subscription to the agricultural loan, organisa-
tion of substitutes for the old interception squads, and, lastly,
abuse of powers of arrest, unlawful confiscation of grain
surpluses, etc.” concluding that “a definite stop must be put to
all such practices.”*?

These warnings resulted in a certain falling-off in the quan-
tity of grain procured during March. Nevertheless, the CC
meeting at the beginning of April adopted a resolution stres-
sing the need for a rapid return to procurement procedures
that conformed to the requirements of the NEP.*

The pressure on the peasants, then, was lightened still
further, but this relaxation was soon accompanied by a sharp
decline in procurement. For April it amounted to no more than
246,000 metric tons, as compared with a monthly average of
1,446,000 metric tons in the previous three months of 1928 and
procurement of 438,000 metric tons in April 1927.*

The Bolshevik Party leadership regarded this decline as
excessive. During the next two months the emergency mea-
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sures were applied afresh, and more severely than before.
They even affected the poor peasants (bednyaki) to an increas-
ing extent. The Party tried to organize these bednyaki for a
struggle against the kulaks, while at the same time requiring
that they surrender their own grain reserves, so as to set an
example—otherwise, sanctions would be applied to them as
well.

In the spring of 1928 the attempts to organize bednyaki and
batraki (agricultural laborers) came to nothing. At the begin-
ning of the winter a section of the poor peasants and the
laborers had helped carry out requisitions from the kulaks, but
they had then been given an incentive to help in this task and
to organize themselves: 25 percent of the produce confiscated
was assigned to them. When spring came the situation was
different: now, the procurement organizations were to cen-
tralize all the grain, the better to achieve the targets they had
been given.

In this new situation it was observed that the influence of
the kulaks over the other strata of the peasantry, far from
diminishing, increased.”” From an immediate point of view
that was narrowly economic and statistical, the results attained
by the application of the emergency measures could neverthe-
less be regarded as “favorable.” The agricultural campaign
(July 1, 1927, to June 30, 1928) terminated, indeed, with a total
procurement that came close in amount to that of 1926-
1927—10.38 million metric tons, as against 10.59 million—
despite a markedly smaller harvest. This immediate “statisti-
cal” result was of secondary importance, however. Much more
important were the middle- and long-term consequences of
the procurement crisis and the application of the emergency
measures.

Already in 1928 it became evident that these included seri-
ous negative aspects, both economic and political: the whole
set of relations between town and country had been dis-
turbed, and, above all, the worker-peasant alliance had been
damaged, since it had proved impossible to apply the
emergency measures only to kulaks guilty of speculation.

A situation was being created in which it was getting harder
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and harder for the Party to do without emergency measures.
To be able to do without them the Party would have had to
analyze thoroughly the developments that were under way,
including those connected with the form of the industrializa-
tion process then being initiated. It would also have needed to
possess political resources enabling it to restore relations of
trust with the peasantry, and the political and ideological
resources necessary to work out and introduce a different
form of industrialization.*®

But these conditions we not present. Far from renouncing
the emergency measures, the Party reverted to use of them in
1928-1929. The negative consequences entailed by these
measures were repeated in aggravated form. This led to grave
tension, both economic and political. In 1929 the tension was
such that mere continuation of the emergency measures
would have brought matters to a dead end. A situation was
developing that led to complete abandonment of the NEP,*" to
the “great change” at the end of 1929. And that carried the
Soviet formation into a new era full of violent contradictions.

During the 1930s there took place an accelerated indus-
trialization, a rapid increase in the numbers of the proletariat,
and the accession of many workers to positions of authority
and responsibility in the political, economic, and administra-
tive spheres. At the same time, however, the consequences of
the rupture of the worker-peasant alliance made themselves
felt. This rupture resulted from a collectivization “from
above™ characterized by the fact that, except for a minority, the
entry of the peasants into the kolkhoz system did not reflect an
enthusiastic conversion to collective farming.

The rupture of the worker-peasant alliance weakened the
dictatorship of the proletariat. It entailed a decline in proleta-
rian democracy, with a strengthening of hierarchical relations
and an authoritarian style of leadership. It was accompanied
by a substantial fall in grain production and stockbreeding and
a grave crisis in food supplies.
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V. The process of abandonment of the NEP

The complete abandonment of the NEP did not reflect (as
concrete analysis shows) the carrying through of any precon-
ceived “plan.” Nor did this abandonment take place in re-
sponse to the “mere requirements of the development of the
productive forces™ or to those of an “economic crisis.” If there
was indeed such a crisis, it was only the effect of a political
crisis, a crisis in class relations.

The turn that was made in 1929, a turn of immense histori-
cal importance, resulted basically from an objective process of
class struggles and contradictions that were not subjected to
control. A certain number of “decisions” taken by the Bol-
shevik Party were features of this process, but were only
subordinate factors in it. They were incapable of really direct-
ing the course taken by the process, and their social and
political “effects”™ were, generally speaking, very different
from those that had been expected.

Only by clarifying the contradictions and conflicts which
form the driving force of this historical process can we under-
stand its course and its characteristics, and draw lessons from
it. Such clarification calls for analysis of the economic and
social relations that characterized the NEP, together with the
social forces whose action brought about the transforming of
these relations.

This analysis has been attempted in the pages that follow. It
deals first with the general conditions of reproduction, and
then with the movement of the social contradictions that de-
veloped in the countryside and in the towns. This movement
was, primarily, the result of the activity of the masses engaged
in class struggle, but it was based upon the existing conditions
of production and reproduction. The direction that it took was
determined by the way that the different classes saw their
interests and their role. The role played by the way classes
saw themselves was particularly important in the case of the
proletariat and its vanguard, the Bolshevik Party, and this is
why space has been given to examination of the debates
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within the Party and the Party’s decisions, and to analysis of
the Bolshevik ideological formation and the changes it
underwent. Nevertheless, the outcome of these debates, the
nature and consequences of the decisions taken by the Party,
and the changes in its ideology cannot be explained if we
confine our analysis to developments taking place in the
superstructure of the social formation. On the contrary, a
genuine explanation requires that what happened in the
superstructure be related to the general movement of the class
struggles and to the process of reproduction and transforma-
tion of social relations as a whole.

The complexity of the relations and forces which have to be
reckoned with is considerable, as is the complexity of the
forms under which these relations and forces conditioned
each other and acted one upon another. The following analysis
is therefore focused upon what seems essential. It aims only to
illuminate the most important aspects of a historical process
the significance of which remains topical in the highest de-
gree.

Notes

1. On the inauguration of the NEP, see volume I of the present
work, pp. 477 ff.

Stalin, Works, vol. 12, p. 124.

Lenin, CW, vol. 33, p. 304.

The expression “economic policy” is equivocal, anyway: any
policy that affects the conditions of production and exchange also
affects class relations, and is therefore always an intervention in
the class struggle.
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5. See pp. 484-496 of volume I of the present work.

6. Lenin CW, vol. 29, p. 380.
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specializing in agrarian problems. In this passage Stalin did not
say that the NEP had to be abandoned forthwith. He spoke of this
as happening in a future which he left indeterminate. Mean-
while, he said, “We adhere to the N.E.P.,” explaining that this did
not imply any retreat and that “it serves the cause of socialism”
(Stalin, Works, vol. 12, p. 178). In reality, as we shall see, the
measures taken during the winter of 1929-1930 signified aban-
donment of the NEP.
Even in 1929-1930, when the NEP was being abandoned in
practice, this conception continued to be the one theoretically
upheld by the Bolshevik Party. Hence the paradox that as late as
1931, when nothing was left of the NEP, the Party was still
asserting that it had not been abandoned but was being pursued
(see below, note 20, p. 480).
Figures calculated from E. Zaleski, Planning for Economic
Growth in the Soviet Union, 1918-1932, p. 386. Zaleski’s figures
are drawn from various Soviet sources. They are, of course, only
rather approximate estimates.
These figures are given in most of the statistical sources for
the period: see in particular, S. Grosskopf, L'Alliance ouvriere et
paysanne en URSS (1921-1928): Le Probléme du blé, pp. 113,
346. In 1927-1928 the yield fell to 73.6 million metric tons (ibid.,
. 338).
F];]stimate by V. G. Groman, Entsiklopediya russkogo eksporta,
vol. I, p. 175. The harvest of 1913 was estimated at 96.7 million
metric tons by G. M. Krzhizhanovsky, in Desyat let
khozyaistvennogo stroitelstva SSSR 1917-1927, p. 34, quoted by
Grosskopf, p. 113.
See Gosplan SSSR, Pyatiletny Plan, vol. I, p. 15. These indices
relate to industry as a whole, and are calculated on the basis of
prewar prices.
In 1929, the apogee of the cycle of years preceding the great
between-the-wars crisis, the indices for production by manufac-
turing industry were 142.7 in France, 117.3 in Germany, and
100.3 in the United Kingdom (see Industrialisation and Foreign
Trade, p. 134).
See S. N. Prokopovicz, Histoire économique de I'URSS, p. 282.
Narodnoye khozyaistvo SSSR v 1961 g., pp. 7, 169.
See Prokopovicz, Histoire économique, pp. 459-460, and B.
Kerblay, Les Marchés paysans en URSS, p. 112.
See Narodnoye khozyaistvo 1958 g., p. 806.
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Lenin, CW, vol. 33, p. 275.

Ibid., vol. 33, p. 277.

See Kontrolnye tsifry na 1927-1928 gg., pp. T7-88.
Sotsialisticheskoye Stroitelstvo SSSR (1935), pp. 552-553.

See KPS.S. v rezolyutsiyakh i resheniyakh, vol. 2, p. 342.
See A. Mendelson, ed., Pokazateli konyunkturi, p. 51.

See Table 199 on p. 338 of Grosskopf, L'Alliance ouvriére.
Percentages calculated from the figures given in the work men-
tioned in note 32.

On January 1, 1928, the rural procurement plan for 1927-1928
had been fulfilled only 39.3 percent, whereas on the same date a
year previously it had been fulfilled 63.7 percent. (See M. T.
Chernov, “Opyt khlebozagotovok 1929-1930 ¢.,” in
Ekonomicheskoye Obozreniye, no. 1 [1930], p. 30, quoted in Gross-
kopf, L'Alliance ouvriére, p. 334).

During the winter of 1925-1926, when there had been a momen-
tary decline in procurement despite a good harvest, the same
interpretation tended to be given to this phenomenon: at that
time, however, it did not lead to the same measures as were
introduced in 1927-1928, and the effects of the initial decline in
procurement were quickly overcome.

See KPS.S. v rezolyutsiyakh, vol. 2, pp. 250-255.

Grosskopf, L'Alliance ouvriére, p. 336.

Mikoyan in Pravda, February 10, 1928.

Circular from the Krai Party office, North Caucasia, taken from
the Central Party Archives. See G. A. Konyukhov, KPSS v borbe s
khlebnymi zatrudneniyami v strane (1928-1929), p. 152, quoted
in M. Lewin, Russian Peasants and Soviet Power, p. 222.

See Stalin, Works, vol. 11, p. 16.

Ibid., vol. 11, p. 19.

See K.P.S.S. v rezolyutsiyakh, vol. 2, pp. 372 ff.

True, during the first quarter of 1926, procurement had brought in
only 841,000 metric tons (calculated from figures in the work
quoted in note 31).

Already in February Mikoyan had spoken of “hesitation” on the
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part of the bednyaki. A few months later it was being admitted
that many of them had even turned toward the kulaks (see
Bauman’s article, “Uroki khlebozagotovok,” in Bolshevik, nos.
3-14 [1928], p- 74).

46. Meaning a less centralized, less “modern” kind of industrializa-
tion, calling for smaller financial resources and fewer imports,
and relying to a greater extent on local resources and on the
initiative of the worker and peasant masses.

47. On this point, see below, p. 107.






Part 1
The development of commodity and

money relations and of planning in the
NEP period

Analyzing the phase of boom followed by crisis with which
the NEP came to its end requires that we take into account, for
the whole of this period, the development of two types of
social relations: on the one hand, commodity and money rela-
tions, and, on the other, the political relations resulting from
economic planning which modified the conditions of repro-
duction of commodity and money relations.

The latter type of relations did not “disappear” during “war
communism”: their fundamental condition for existence was
still present, for social production had not ceased to be the
result of “mutually independent acts of labour, performed in
isolation,” so that its products could “confront each other as
commodities,”" despite all the “bans” issued against commod-
ity exchange.

More generally, during “war communism” as during the
NEP, the length of immediate labor time remained the deci-
sive factor in the production of social wealth, social production
was still based on value, and the increase of wealth depended
on surplus labor: the producer had therefore not yet appro-
priated “his own general productive power,” as Marx put it in
the Grundrisse.?

Lenin recognized this reality when he called upon the Bol-
shevik Party to adopt the NEP. What the Bolshevik Party did,
in fact, between 1921 and 1923, was to recognize the existence
of commodity, money, and capitalist relations,® and to create
the conditions for these relations to reproduce themselves
and, thereby, to reveal themselves clearly; for the transforma-
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tion and destruction of these relations necessarily has to pass
through that phase.

Hence the putting into effect of a series of decisions, of
which the principal ones concerned the restoration of a lim-
ited private sector in industry and trade,* and, above all, an
effort aimed at reconstituting open commodity and money
relations.” This made possible accounting in money terms,
and required the presence of a currency that should be as
stable as possible.

At the same time, the Bolshevik Party was concerned to help
birth the political, ideological, and economic conditions for
the transformation and then the eventual disappearance of
these same commodity, money, and capitalist relations. A pre-
liminary stage in this direction was the establishment of a
planning apparatus which should function so as to subject the
reproduction of commodity and money relations to condi-
tions and political relations imposed by the organs of the
dictatorship of the proletariat.

Notes

1. Marx, Capital (London), vol. I, p. 132. This point has already been
made in volume I of the present work, p. 462.

2. Marx, Grundrisse der Kritik der Politischen Okonomie, p. 705. In
this passage Marx shows that the transformation of the system of
the productive forces which begins with the automatizing of pro-
duction brings about a “monstrous disproportion between the
labour time applied and its product,” and also a “qualitative im-
balance between labour, reduced to a pure abstraction, and the
power of the production-process it superintends,” with the human
being coming to

relate more as watchman and regulator to the production-
process itself. . . . He steps to the side of the production-
?rocess instead of being its chief actor. . . . In this trans-
ormation, it is neither the direct human labour he himself
performs, nor the time during which he works, but rather the
appropriation of his own general productive power, his
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understanding of nature and his mastery over it by virtue of
his presence as a social body—it is, in a word, the develop-
ment of the social individual which appears as the great
foundation-stone of production and of wealth. And when this
is so, “as soon as labour in the direct form has ceased to be
the great wellspring of wealth, labour-time ceases and must
cease to be its measure,” which puts an end to the role
played by exchange value and surplus labor.

We must obviously guard against a “technicist” interpretation of
the latter must come to an end, he does not say that this role will
come to an end by itself. An essential factor in the process of
transformation expounded by Marx is man’s understanding of
nature and mastery over it “as a social body,” and this under-
standing and mastery proceed by way of a political and ideologi-
cal revolution which dictates a different relation between men
and their labor, a relation that sees this labor as what it is, namely,
directly social labor. Hence the importance, when the workers
have taken political power, of the development of Communist
labor, which is one of the modes of transformation of the forms of
appropriation and distribution (see Lenin’s remarks on this point,
quoted in volume I of the present work, pp. 198-202.

. See on this point Lenin, CW, vol. 33, pp. 97, 312, and volume I of
the present work, pp. 500, 508.

. The private sector of industry and trade which operated at the
beginning of the NEP included both individual craft and trading
enterprises and capitalist ones. During “war communism,” though
the activity of all kinds of craftsmen had not been formally prohib-
ited, it had often been paralyzed through lack of raw materials and
means of transport. With the improvement in the general eco-
nomic situation resulting from the adoption of the NEP, craft
activity was resumed. The revival of the rural crafts played a big
role in the development of agricultural production.

As regards private capitalist enterprises, and those craft enter-
prises whose activity had been formally suspended, legal mea-
sures were taken in the summer and autumn of 1921 with a view to
enabling them to expand their production to a certain extent. A
decree of July 7, 1921, authorized “free exercise” of craft occupa-
tions and the carrying on of small enterprises employing no more
than twenty workers, in the case of those without mechanical
power, or ten workers if they used mechanical power. A decree of
December 10, 1921, restored to their former owners some of the
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small businesses which had been nationalized but were not actu-
ally operating. A decree of May 22, 1922, enlarged the right to set
up private commercial and industrial enterprises. This right was
granted to any person, whether acting alone or in association, as a
company or a cooperative, “so as to develop the productive forces”
(Article 4)—on condition that the right was not “used in a way
contrary to the economic and social aim assigned to it” (Article 1).
Besides this, it was provided from the start of the NEP that certain
state-owned enterprises could be leased out to private capitalists,
or granted as concessions to foreign capital if it seemed that their
production might thereby be increased more quickly. (See E. H.
Carr, The Bolshevik Revolution, vol. 2, pp. 299 ff., and Pro-
kopovicz, Histoire économique, pp. 274 ff.)

During the first years of the NEP (broadly speaking, until the
Fourteenth Party Congress, in December 1925), the predominant
idea was that private enterprises were bound to disappear eventu-
ally, “by themselves,” that is, through competition by state-owned
enterprises which, once they were well organized, would provide
goods at lower prices than the private ones.

At the beginning of 1925 an extension of possibilities of de-
velopment for private industry was still regarded as acceptable. In
May a decree gave official permission, under certain conditions, to
the private sector to employ as many as 100 wage earners per
enterprise, while the leased enterprises could employ several
hundred: an example is the Moscow factory called “Proletarian
Labor,” a private firm producing metal goods and employing
over 650 persons in October 1925. (See Y. S. Rozenfeld, Pro-
myshlennaya Politika SSSR, p. 494, and the supplement to
Planovoye Khozyaistvo, no. 12 [1925], p. 7, quoted by E. H. Carr,
Socialism in One Country, vol. 1, p. 359.)

As will be seen, the economic role of the private capitalist sector
in industry remained on the whole fairly limited, but the situation
was different where trade, especially retail trade, and the crafts
were concerned (see below, pp. 187 ff.).

5. This effort applied also to the production units of the state sector,
where, as we shall see, “business accounting” or “financial au-
tonomy” (khozraschet) was introduced (see below, pp. 268 ft.).



1. The reconstitution of a monetary and
financial system

Under “war communism” the currency played only a rela-
tively secondary role.! A large proportion of those products
which were not consumed by their producers were in that
period directly allocated to particular uses by the political
authority. This applied to what was produced by the factories
and also to that part of the production of the individual peasant
farms which was requisitioned. However, much buying and
selling went on clandestinely, either by way of barter or by
exchanging goods for monetary tokens. The state itself did not
stop issuing new notes, though their purchasing power fell
lower and lower with every passing month.

When the civil war and intervention ended, the constraints
of “war communism” were no longer accepted by the peasant
masses. They demanded the cessation of requisitioning, estab-
lishment of a stable fiscal system, freedom of trade, and the
reintroduction of exchange by means of money, which corre-
sponded to the form of production then prevailing in agricul-
ture. Acceptance of these demands by the Soviet government
was one of the principal aspects of the NEP.

Initially (at the beginning of 1921), requisitioning was re-
placed by a tax-in-kind, the amount of which was fixed in
advance (unlike the amount requisitioned), so that the more
the peasants produced the more produce they had at their
disposal. The total revenue from this tax-in-kind was to be
such that it would meet the needs of the army and the cost of
part of the state machine. As for the agricultural products
needed by industry and for foreign trade, they were to be
supplied in the main through exchanges of products between
the peasants and the state institutions. At the beginning of the
NEP the favored form of these exchanges was still barter, and
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only that part of the peasants’ production which was not either
consumed by themselves or absorbed by the tax or by “prod-
ucts exchange” with state institutions could be sold freely by
them in their local markets.

It very soon became apparent that the barter transactions
between the state organs and the peasants were not going
well. In October 1921 the former were given permission to
buy agricultural produce, that is, to pay for it with money. At
the same time the Soviet government increased its cash re-
ceipts by introducing new taxes which were also payable in
money. Finally, in 1923, the agricultural tax was itself changed
from a tax-in-kind to a money tax.> Thenceforth, commodity
and money relations formed the essential link between ag-
riculture and the state, between agriculture and industry, and
between the different units of industrial production, even
when these belonged to the state.

The process of reconstituting commodity production thus
entailed a parallel process of reconstituting the circulation of
money, for, as Marx said, money comes into being “spontane-
ously in the course of exchange.”® So long as social production
takes place in a private form, the social nature of the wealth
produced tends to be incarnated in money.*

I.  The process of reconstituting the Soviet
monetary system

A study of the process whereby the Soviet monetary system
was reconstituted is highly instructive. It reveals the subordi-
nation of this process to the prevailing social conditions as a
whole and to the various forms assumed by the class struggle.
It also enables us to perceive the contradictions that governed
subsequent changes in the monetary system. Only the most
important facts will be mentioned here.

When the NEP began, the monetary tokens in circulation
were issued directly by the state, by the Narkomfin (Commis-
sariat of Finance). The illusions of “war communism” re-
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quired that they be called not “currency notes” but “settle-
ment notes.” These notes, for which the everyday name was
“sovznak,” were issued in large quantities (inflation being
regarded by some as a means of “doing away with” money). In
1921 it became clear that the sovznaks, whose purchasing
power was rapidly sinking, could not fulfill functions which
must from now on be those of a currency.

On November 3, 1921, the Soviet government decided to
substitute new notes for the old ones—the new notes to be
regarded as “currency notes” and no longer as “settlement
notes.” The existence of a currency was thus officially ac-
knowledged, though Soviet citizens went on talking in terms
of svoznaks.

For lack of sufficient budgetary receipts the state continued
to issue large quantities of notes (in 1922 60 percent of
budgetary receipts was due to the issue of new notes) and the
purchasing power of the new rouble fell so sharply that in
March 1922, 200,000 new roubles were needed to pay for (on
the average) what had cost only 60,000 in October 1921 (and
which corresponded roughly to one prewar rouble).’

The budget for 1921-1922 was then drawn up in terms of
the “goods-rouble,” a unit of account which was supposed to
represent a fixed amount of purchasing power (as compared
with prewar prices). Each month the Narkomfin calculated the
purchasing power of the currency in circulation in relation to
the goods-rouble. The number of monetary units that a
debtor had to pay (e.g., the wages due from enterprises to their
workers) was revalued in accordance with the depreciation of
the currency thus recorded (for the wage earners this measure
signified the establishment of a sliding scale of wages).

The development of payments in money by state enterprises
meant that the latter had to be provided with the monetary
resources that they needed for their operations. To this end, a
resolution of the VTSIK, dated October 12, 1921, decided that
the state bank (Gosbank), which had closed in January 1920,
should be reopened.® The new state bank began functioning
on November 16, 1921.7 It operated on the basis of khozras-
chet, i.e., financial autonomy,® and therefore had to cover its
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expenditure by its receipts. Its capital was provided by the
state and its chairman appointed by Narkomfin. The bank’s
resources were at first slight: 200 milliard roubles of that
period. It could grant only very short-term loans, and those at
high rates of interest (between 8 and 12 percent a month).

The pace at which the currency continued to depreciate led
the Gosbank’s experts (among whom there were a number of
former bankers, financiers, and industrialists) to prepare a
report in which they set out proposals in conformity with the
canons of “financial orthodoxy.” This report called for exten-
sion of “free markets,” priority financial aid to light industry
(the branch best capable of bringing about a rapid develop-
ment of internal trade), review of the conditions governing the
way that the foreign trade monopoly worked, an attempt to
obtain loans from abroad, and a return to the gold standard. If
these proposals had been adopted, the Soviet economy would
soon have been reintegrated into world economy, occupying a
subordinate position as producer of certain raw materials and
agricultural products.”

These proposals were rejected by the Eleventh Conference
of the Bolshevik Party (December 1921), which, however,
emphasized the need, in order to strengthen the worker-
peasant alliance, to develop exchanges between agriculture
and industry by means of a stable currency. The conference’s
resolution on the reestablishment of the national economy
stated that it was necessary to undertake “the restoration of a
currency based on gold” and that “the first step to be taken in
this direction is the firm implementation of a plan aimed at
limiting the issue of paper-money.”"

In March 1922 calculation in goods-roubles'' was given
up. Thereafter, the state’s receipts and expenditures were cal-
culated in gold roubles. The actual payments were, of course,
made in paper money, but the quantity of paper money corre-
sponding to a certain sum in gold roubles was evaluated by
reference to the rate at which Gosbank bought gold on the
market.!?

In fact, although it fell relatively in 1922, the budget deficit
financed by currency issues continued to be considerable, and
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the decline in the purchasing power of the old currency went
on until this currency was withdrawn in 1924. A new moneta
unit was then made legal tender, with a gold backing, and
issued from the beginning of 1923 by Gosbank: namely, the
chervonets rouble.

The chervonets rouble enjoyed great stability for several
years. Soviet Russia was at that time the first country in
Europe which, after taking part in the First World War, had
succeeded in restoring a relatively stable currency, an
achievement that was obviously not due to merely technical
reasons.

II. The currency reform

The chervonets (which corresponded to ten gold roubles, or
7.7423 grams of refined gold) circulated at first alongside the
old paper rouble, which continued to depreciate quickly. Ac-
tually, the chervonets became the principal medium of pay-
ment. In January 1924 the Thirteenth Conference of the Bol-
shevik Party noted that four-fifths of the currency in circula-
tion consisted of chervonets roubles.'

The situation had become ripe for the currency reform,
which was decided on by a decree dated February 4, 1924
two weeks after Lenin’s death.

(a) The decree of February 1924

By virtue of this decree, Gosbank had supreme control over
the issue of the currency that was thenceforth to be legal
tender and which was secured on the gold held by Gosbank.
The former sovznaks were withdrawn from circulation at the
rate of 50,000 sovznaks of 1923 for one new gold rouble. The state
treasury, which had up to then issued notes to cover the
budget deficit, lost this right of issue and could thenceforth
put out only small denominations, to an amount not exceeding
one-half of the chervonets issue of Gosbank.!'*
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In 1924 the new currency enjoyed the confidence of the
peasants, at least so far as current transactions were con-
cerned. However, the loans which the Soviet government tried
to raise in the rural areas met with only limited success.”

(b) The class consequences of the
monetary system established in
1924

From the standpoint of class relations and the effects of the
class struggle upon the political line of the Bolshevik Party,
one of the essential aspects of the monetary reform of 1924 was
the effective linking of the new currency with gold.

This linkage meant that Gosbank had to intervene in the
market to maintain the rouble’s rate in relation to gold and to
foreign exchange at the official parity, which entailed a
number of consequences.

Thus, Gosbank needed to possess reserves of gold and
foreign exchange sufficient to be able to act effectively upon
the market. This dictated an export policy aimed at keeping
these reserves at an adequate level and tended to strengthen
the position of the rich peasants, who were regarded as those
best able to produce grain for export. On the other hand,
efforts at industrialization had to be relatively restricted, in so
far as industrial development was not capable of quickly sup-
plying exportable goods, but, on the contrary, necessitated
imports of equipment. The interests of the rich peasants thus
tended to be favored more than those of the peasantry in
general and those of industry and the working class. On an
international level, the Soviet Union tended to settle down in
the role of a country supplying agricultural products.

Maintaining the exchange rate of the rouble at official parity
in relation to gold and foreign currencies also dictated a re-
strictive policy where credit and budgetary expenditure were
concerned. Consequently, financial and credit policies could
not be adapted first and foremost to the internal needs of the
economy as these had been defined politically by the Bol-
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shevik Party. Economic, financial, and budgetary policy was to
some extent subject to the pressure of the world market, as
exercised through the “demands” of the functioning of the
gold standard.

The currency reform of 1924 corresponded to a political
orientation which was that of the bourgeois “experts” of Gos-
bank and Narkomfin. The Bolshevik leaders clearly did no
grasp the full implication of this political orientation. Some of
them even thought it possible to rejoice in the integration of
the Soviet Union into the European market. This was the case
with Sokolnikov, then commissar of finance, who said: “As
members of the European community, despite the special
features of our political position and although a different class
is in power here, we have become integrated into the Euro-
pean mechanism of economic and financial development.”'®

(c) The subsequent changes in the
monetary system

From 1925 on the concrete meaning of the currency reform
decided on in the previous year began to become apparent.
Gosbank was now obliged to throw significant quantities of
gold and foreign currency onto the market in order to keep the
exchange stable.'” This situation was due to the development
of increasing contradictions between the “demands” of the
functioning of the gold standard and those of a rapid develop-
ment of industrial production.

At the beginning of 1925 the CC of the Bolshevik Party did
in fact take measures aimed at depriving Gosbank and Nark-
komfin of supreme control over budgetary policy. For this
purpose a commission for the USSR budget was set up, under
the chairmanship of Kuibyshev,'® which upheld a policy of
budgetary and credit expansion directed toward activating the
development of industry.

Implementation of this policy soon became incompatible
with “support” for the rate of exchange of the rouble. In March
1926 it was decided that Gosbank must stop selling gold and
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foreign currency in order to keep the rouble at par.'® Without
saying so, the government thus broke with the currency re-
form of 1924 which had, in practice, tied the rouble to gold.

In July 1926 the export of Soviet currency was forbidden,
and in March 1928 its import as well. Thereafter, the rouble
was a purely internal currency with a rate of exchange fixed by
a government commission. The few financial centers which, in
1924, had begun to quote the chervonets rouble now ceased to
do so.?°

The rouble functioned as authentic paper money. It was still
the embodiment of the social nature of the wealth produced. It
was not a “labour voucher” such as Marx had said might exist
during the first phase of communism—for what is characteris-
tic of such vouchers is that “they do not circulate.” Later on,
this currency was to go on functioning under conditions that
remained basically the same as during the NEP, which meant
that fully socialized production still had not come into being.*!

(d) The political implications of the
abandonment of the gold standard and
the return to a paper currency

The abandonment of a currency secured on gold and the
return to a paper currency had important political conse-
quences. It meant that financial and credit policy, and also
import and export policy, were no longer as directly subject to
pressure of the international markets as they had been before.
It was now possible to tackle more actively the problem of
financing industrialization.

Moreover, abandonment of the gold standard made the sta-
bility of the currency depend essentially on the way relations
between the political authority and the different social classes
evolved. Actually, this stability was not dependent merely on
“technical measures” (that is, on adjustment of the quantity of
money and its speed of circulation to the requirements of
production and distribution), but also on a political and
ideological relation between those who held the currency and
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the political authority that issued it. This relation took the
form of “confidence in the currency.” As we know, the mone-
tary role performed by a token of value can be maintained
“only if its function as a symbol is guaranteed by the general
intention of commodity owners.” In the case of paper money,
this “general intention” acquires its “legal conventional exis-
tence” in the establishment of a “legal rate of exchange.”??

The existence of a “legal rate of exchange” does not suffice
in the least to guarantee the stability of the currency; in order
that this stability not be challenged, it is necessary that the
“general intention” of those who hold currency and com-
modities be maintained. In a class-divided society this “inten-
tion” can be preserved only if the class which is in power
firmly carries out its leading role. When its performance of this
role flags, the “legal rate of exchange” cannot save the cur-
rency from depreciating, nor, in certain circumstance, can it
prevent the emergence of exchanges effected by means other
than legal tender.

It was precisely the conjunction, toward the end of the NEP
period, of economic and monetary measures that lacked
coherence, together with the sharpening of class contradic-
tions (especially in the sphere of relations between the Soviet
government and the peasantry) that upset the working of the
monetary system. The leadership of the Bolshevik Party did
not expect this to happen. They thought that the economic and
political conditions obtaining in the Soviet Union constituted
a lasting and powerful “guarantee” of the stability of the cur-
rency; this was not really the case, as was shown particularly
by the evolution of prices and exchanges.?

The Bolshevik Party’s illusions regarding the capacity of the
Soviet government, under the conditions of the NEP, to con-
trol production, exchange, and prices by means of economic
and administrative measures reflected an underestimation of
the economic and social contradictions and of the decisive role
of the ideological and political class struggle. From 1928 on,
reality came into harsh conflict with these illusions—which
nevertheless were destined to reproduce themselves in new
forms.
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III. The budgetary system

The restoration of a basically balanced budgetary system con-
stitutes another important aspect of the economic reestab-
lishment process of the first years of the NEP. There was a
material basis for the restoration, namely, the remarkable boom
in industrial and agricultural production. There was a political
basis, too, namely the confid%nce of the worker and peasant
masses in the Soviet government. This confidence was ex-
pressed in the way the agricultural tax was paid—with a mini-
mum of coercion. (In any case, at the beginning of the NEP,
the administration was hardly representef in the rural areas.)

The restoration of the budgetary system also had an eco-
nomic and juridical basis, namely, the consolidation of the
huge state-owned sector of industry and commerce, which
furnished no small proportion of the budget’s receipts. The
budget was balancedp in 1923-1924,** and this was an essential
factor in the stabilization of the currency. In 1924-1925 there
was a budget surplus, and this happened in the following
years as well, during which time budgetary receipts and ex-
penditure increased very rapidly.?® In 1924-1925 the eco-
nomic boom was such that the forecasts of budgetary receipts
and expenditure were revised upward several times. T]il)'ue
rapid expansion of budgetary receipts continued, attainin% in
1927-1928 the figure of over 4.58 milliard roubles (not includ-
ing revenue from the transport and postal services), compared
with expenditure of 4.38 milliard. This was 75 percent more
than the figure for receipts in 1925-1926.%° In the same period,
budget expenditure on industry and electrification increased
even faster, by 173 percent.?” These sums represented,
moreover, only a fraction of the total amount of capital invest-
ment in the two sectors mentioned, which in 1927-1928 came
to nearly two milliard roubles.?

IV. The banking system

The rapid recovery in industrial and agricultural produc-
tion, the development of commercial exchanges, the equally
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rapid expansion of the bud%et and of investment were accom-
panied by restoration of a banking system. This served to tap
and redistribute monetary resources, ensure the availability of
funds for enterprises, grant them credits, and manage a sub-
stantial share OF the investment fund.

(a) The establishment of a new banking
system

The banking system thus set up (which was to continue and
develop its activity even when the NEP had been replaced by
the policy of Five-Year Plans) embraced, besides Gosbank,
which was responsible for issuing currency and looking after
the current bank accounts of the state enterprises, also a series
of specialized banks: Prombank (the bank for industry), Elekt-
robank (the bank in charge of financing electrification),
Tsekombank (the bank which financed municipal enter-
prises), and the Agricultural Bank. The network of credit
cooperatives and the savings bank completed the system. It
was closely linked with the services of the Commissariat of
Finance. It constituted a vast state apparatus emplo ing
thousands of functionaries and experts, who were usually of
bourgeois or petty-bourgeois origin. The weight and influence
of these experts made themselves felt more than once during
the NEP period: this was an aspect of the class struggle that
the Bolshevik Party was especially ill-prepared to deal with.*

While budgetary policy was strict, that was not always true
of policy relating to creci]it and the issuing of currency. Thus,
there was a rapi§ expansion in the amount of money in circula-
tion, mainly connected with the size of the bank credits made
available to the economy. Part of these credits corresponded to
increased economic activity and therefore covered a real need
for circulating funds; but another part, especially after 1925,
served to cover investments that would be productive only in
the middle or long term. The funds paid out increased the
amount of money in circulation and incomes, and ended by
exerting inflationary pressure. This situation developed con-
tradictions that were to be felt with particular acuteness from
the autumn of 1927 on.?°
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(b) The illusions connected with the
functioning of the banking system

To the illusions engendered by the restoration of a monetary
system whose functioning was supposed to be completely
controllable by the state, there were soon added similar illu-
sions connected with the existence of a powerful banking
system which was supposed to play a central role in directing
the country’s economic development.

During the first years of the NEP, the banking system was
essentially conceived as serving to exercise more effective
control over the allocation of credit. Thus, a resolution
adopted by the CC at the end of April 1924 declared: “It is
indispensable to organise a committee of banks, whose task
should be the organisation of bank credit and the avoidance of
duplication, the preliminary examination of directive plans of
credit, the fixing of co-ordinated discount rates, and the ap-
propriate distribution of banking facilities among different
regions and branches of industry.”*!

The committee of banks advocated in this resolution was
formed in June 1924. It included representatives of the prin-
cipal Soviet banks of the period.> Gosplan also participated in
this committee, which was responsible for drawing up credit
plans for submission for the government’s approval. In a few
years the banking network included thousands of branches
and managed milliards of roubles of credit.

The idea then took shape that credit plans would make it
possible to draw up real economic plans. Krzhizhanovsky, the
chairman of Gosplan, said at the beginning of 1925 that “credit
and planning are blood-brothers in a single system of sociali-
sation.” As for Kamenev, he hailed the “new commanding
height” of the economy, in which he saw a “decisive factor in
the regulation of the economy.”?

Such formulations as these could seem correct so long as the
structure of production had undergone no profound changes.
They became sources of grave illusions as soon as the size of
investments made it necessary to pay special attention to lig-
uid assets and to the use made of different categories of prod-



Class Struggles in the USSR 65

ucts. In 1927, however, the CC considered that the existence
of a state banking system linked with state-owned industry
(which supplied the bulk of industrial production) and with a
powerful state and cooperative commercial network made
possible genuine economic planning.

These illusions found expression in a resolution adopted by
the plenum of the CC held on February 7-12, 1927, after it
heard a report presented jointly by Mikoyan and Kuibyshev.
This resolution declared that the conditions had now been
created for solving the problems of developing industry and
agriculture, increasing accumulation and real wages, steadily
strengthening the socialist elements in the national economy,
and restricting the role played by private capitalists. The reso-
lution stressed the idea that the solution of all these questions
revolved around the problem of prices. Thus, the problem of
prices appeared as the essential factor in the consolidation of
the worker-peasant alliance,** while the other aspects of the
class struggle were overlooked.

In the February 1927 issue of the Party’s official journal,
Bolshevik, Mikoyan set out the thesis that a new stage of the
NEP had been reached: according to him it was no longer the
market but the “organised sector” that played the decisive
role in determining prices.*

In May 1927 the same journal expressed the view that “the
alleged contradiction between industry and agriculture” had
ceased to matter.’® These claims were carried farther in an
article published in a journal specially concerned with ag-
ricultural and peasant questions, which asserted that “the
Soviet state has brought the grain market under control to the
point where no untoward event or mistake in calculation can
henceforth threaten our plans for construction.”?’

To an increasing extent the Party’s thinking was thus domi-
nated by the illusion that the system which had been estab-
lished since 1924 would make possible control of the most
complex economic developments, including those that were
directly connected with class contradictions. This illusion was
all the more remarkable in that its claim to control was
founded upon the working of those economic apparatuses
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which were farthest separated from the masses. The masses
were kept in ignorance, moreover, even of measures that af-
fected them as directly as the prices fixed by the state. These
prices were told only to the administrative and commercial
organs and to the merchants; they were not made public.

At the end of 1927 this illusion regarding the possibility of
controlling the development of the economy—and even the
contradictions between classes—through proper functioning
of the administrative and banking system suffered its first
blow with the outbreak of the crisis in the state’s procurement
of grain.*® The secrecy surrounding decisions directly affect-
ing the masses was tﬁen denounced as a hindrance to the
exercise of “pressure of organised public opinion in the form
of Party Soviet, trade-union and other organizations, and in the
press.”®® However, these criticisms of the “excessive se-
crecy” surrounding the economic and administrative machin-
ery did not put an end either to this secrecy or to the illusions
held regar£ng the powers possessed by this machinery of
state.

Actually, these illusions reflected a conception which had
matured between 1924 and 1927 and become deeply rooted in
the Party. This conception ascribed a decisive role to the
actim’té/ of the state’s economic organs and emphasized in a
one-sided way a development of industry based mainly upon
investments (ﬁrectly controlled by these organs. It was a con-
ception radically alien to the formulations put forward by
Lenin in his last writings, especially in those reviewing the
lessons of the first five years of Soviet power.

As we know, Lenin saw the NEP as a road which could lead
to socialism provided that the Party put in the forefront the
ideological and political class struggle and thereby correctly
resolved the contradictions.*’ In order to do that, the Party
must help the working masses to transform economic rela-
tions through becoming aware of the demands of socialism
and developing economic and political practices that would
enable them to build collective forms of production and dis-
tribution and to exercise a more thorougﬁ and effective con-
trol over the state apparatuses for which the mass organiza-
tions must eventual]I))/ substitute themselves.
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The conception of the NEP which became increasingly es-
tablished from 1925 on was in contradiction with this view. It
assumed, in effect, that the NEP could lead to socialism
mainly through “good management” of the economy by the
economic an§ administrative apparatuses (possibly subject, if
necessary, to a certain amount of “pressure” from below).
Here were a set of illusions constituting an aspect of what R.
Linhart has called “an ideal N.E.P”#4!

These illusions, which were connected with practices in-
creasingly remote from the requirements of the NEP, and, in
the first place, of the worker-peasant alliance, resulted from
the class struggle, from shifts of dominance within the Bol-
shevik ideological formation,** and were reinforced by the
very nature 0% the economic relations that prevailed at that
time. These relations, which were essentially commodity,
money, and capitalist relations, determined the forms in
which the real relations were concealed and inverted, those
forms which Marx analyzed in Capital *®

The illusions which thus took shape were reinforced by the
way the Soviet economy operated at that time—presuming
formal subordination of the state-owned enterprises to the
political authority, whereas in fact this suborgination was
extremely limite(f,/ precisely because of the slight extent to
which the masses controlledy the working of the economy. All
this made economic reality particularly “opaque.”*

The existence of the illusions just described was to render
still more “unexpected” the outbreak of the crisis that began
in 1928, accounting for the sudden political turn made in 1929
and the lack of real preparation for the changes then intro-

duced.

V. The weak degree of control of the
monetary and financial system

Until the beginning of 1925 the Bolshevik Party’s control of
the monetary and banking system was relatively weak. The
integration of the rouble into the European financial sys’cem45
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imposed a number of constraints upon monetary policy and
also on credit, investment, and foreign trade policies.

The abandonment of the gold standard removed these con-
straints from without to a fairly large extent, but they were
replaced by others. Among these was the need to strengthen
the confidence of the masses in the Soviet currency, a con-
fidence that depended especially on the results of the
functioning of the Soviet economy for the working people.

In this sphere the changes that took place in the Bolshevik
ideological formation, and the practices connected with these
changes, played a very negative role.

Down to 1925 relative priority had been given to satistying
the needs of the masses, including the peasants, and this
ensured a more or less regular supply of goods for the popula-
tion and comparatively stable retail prices.

Between January 1, 1924, and January 1, 1925, the price
index maintained by the Bureau of Labor Statistics showed a
rise that was relatively slight, given the conditions of the time:
about 8 percent. In the following year the rise recorded was
only 6.6 percent.*® Between January 1, 1926, and January 1,
1928, the retail price index even fell a little (by 5.8 percent
over the two years) as the rise in retail prices in the private
sector (6.8 percent) was offset by their fall in the state and
cooperative sector (8 percent).*”

And yet, from July 1927 on, price control slackened. On the
one hand, some of the stores were no longer regularly
supplied with goods (this was especially the case with the
stores situated in country districts, which found themselves
receiving fewer and fewer industrial goods), and there oc-
curred what was called a “goods famine,” so that the prices
quoted for goods which could not actually be bought were
meaningless. On the other hand, and as a consequence of this
development, retail prices in private trade began to rise. If the
level in July 1927 may be taken as 100, these prices stood at
115.3 in July 1928 and at 150.7 in July 1929.*% The rise in price
particularly affected agricultural products of general consump-
tion: thus, between 1926-1927 and 1928-1929, market prices
increased by 220 percent for rye, 222 percent for potatoes, 68
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percent for milk, etc.” In this sphere, too, frequent shortages
added to the difficulties encountered by consumers.

After the middle of 1927 the monetary system and the price
system were less and less under control. In the last analysis,
this loss of control corresponded to a slackening in control of
the development of the class struggle. The loss of control (the
forms of which will be analyzed in the following chapters) was
expressed especially in an increase of money incomes without
any adequate counterpart in increased production of con-
sumer goods, so that there was a rapid increase in the fiduciary
circulation, which rose from 1,668 million on January 1, 1928,
to 2,773 million on January 1, 1930, an increase of 66 per-
cent.”

The rising prices, the decline in the supply of goods to the
population—especially the peasant masses—the reappearance
of inflation, etc., showed that practices were developing which
implied de facto abandonment of the NEP and the con-
tinuance eventually resulted in its complete abandonment.
Among these practices was a policy of accumulation and allo-
cation of investments which led to lasting imbalances that
bore more and more heavily on the peasantry. A new political
line was gradually establishing itself and becoming embodied
in the economic plans then being drawn up. We must now
consider the planning organs which were concerned in this,
but without forgetting that the content of the plans was, ulti-
mately, the result of a policy, an effect of the class struggles.
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2. The development of the machinery and
procedures of economic planning

As we know, the NEP was not characterized merely by open
development of commodity relations, possibilities of activity
(within certain limits) granted to individual and private
capitalist enterprises, and “financial autonomy” for state-
owned enterprises. Together with these orientations and
these measures, others were adopted which were aimed at
countering the danger that development might take place
along an “ordinary capitalist road.” To this end, organs were
set up to coordinate the different branches of economic activ-
ity and to work out plans.

The existence and functioning of these organs was not at all
sufficient to eliminate the dangers of capitalist development,
dangers that could be removed only by the application of an
appropriate political line, but they did create, within the NEP
framework, some of the preliminary conditions for progress by
the Soviet economy along the socialist road, and this was why
Lenin ascribed great importance to their establishment.

The principal function of the planning organs was political.
They prepared and accompanied the government’s interven-
tions in the process of reproducing and transforming the mate-
rial and social conditions of production. These organs served
as the fulcrum of a specific form of political practice, namely,
planning. In a class-divided society like that of the NEP (and
the one that succeeded it), planning has a class content. It is
affected by class struggles and affects the way that these strug-
gles proceed. The interventions determined by planning are
of a juridico-political nature. They take place amid the con-
tradictions of social reproduction. They mobilize in a concen-
trated way the political and ideological forces of the ruling
power in order to lead the processes of production in a certain
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direction and to alter their distinctive features, and so the
forms of the processes of appropriation and distribution.

For “planning” to take place it is necessary that the inter-
ventions in production and reproduction actually have an ef-
fect, and that they be coordinated as regards their guiding
principles. Such coordination is the purpose aimed at, but it is
far from always achieved. In the absence of adequate real
coordination, the direction actually given to the social process
of production and reproduction may differ from what is “de-
sired” by the political leadership. From the political
standpoint, however, what is decisive is the real process, not
what is imagined.

The political interventions connected with planning do not
directly modify the nature of the immediate production rela-
tions, but only the conditions for their expanded reproduction.
The place of the agents of production in relation to each other
and to the means of production is only indirectly modified by
planning—for example, when it favors the expansion of a par-
ticular form of production (to which certain means of produc-
tion are allocated by right of priority) while paralyzing another
form, which it cuts off from some or all of the material means of
production (or even the labor power) that it needs for its
reproduction. A real upheaval in the relative positions of the
agents of production always results, however, from class
struggle, from the activity of the producers, and the changing
of the actual conditions of production.

The political interventions connected with planning, and
which affect the reproduction of social relations, may be car-
ried out either directly or indirectly. One of the forms of
indirect intervention (which was typical of the NEP but did
not disappear along with it) is that which operates in the
sphere of money and prices. For example, an evolution of the
“terms of trade” to the disadvantage of agriculture (by a fall in
the prices of its products relative to those of industrial goods)
brings about a transfer of values to industry and the state
sector, and so accelerates the expanded reproduction of the
means of production at the disposal of this sector, and of the
production relations characteristic of this sector.
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Even when the Soviet government intervenes in the repro-
duction of social relations within the setting of a plan, the fact
of these interventions cannot be directly equated with prog-
ress along the socialist road: it all depends on the type of
change in social relations induced by the interventions. Con-
trary to what has often been stated, all planning is not neces-
sarily socialist: it can and often does, accompany various
forms of state capitalism. The socialist character of planning
depends, therefore, primarily on the class character of the
ruling power, but also on the content of the plans, the inten-
tion they express to create the conditions for increasing con-
trol by the working people over social reproduction.

The planning organs were established at the beginning of
the NEP. Their increasing activity in the second half of the
1920s resulted from the actual conditions under which the
Soviet economy was functioning at that time. These condi-
tions exerted an especially strong influence when the period
of restoration of industry (the reactivation of inherited equip-
ment) drew to a close and the reconstruction period began (at
the end of 1925).

From that moment, indeed, the question of the allocation of
accumulated capital arose in acute form. This allocation
would decide which industries would be given priority de-
velopment and also the technology they would employ. It thus
had a bearing on the division of labor.

When capital circulates “freely” between the various
branches of production, the question of “priorities” and of the
“technical” forms assumed by economic development is “set-
tled” by the overall and differential action exerted by class
struggles on levels and differences of wages, by the striving
for the maximum rate of profit, by the tendency for this rate to
be equalized between the different branches, and by the rela-
tions of strength between the various industrial and financial
groups. Under the pressure of these forces, accumulated capi-
tal is distributed in a determined way between the different
branches, and invested in techniques which are also deter-
mined, in accordance with the capital available to the
capitalists and with their estimates of future prospects. The
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nonrealization of these estimates, which is inevitable given
the very conditions under which capitalist expanded repro-
duction then takes place, determines the form assumed by
economic crises.

The existence of a state-owned industrial sector constitutes
a considerable obstacle to the reproduction of this mode of
distribution of capital between the different branches, but it is
not an absolute obstacle. The various industries comprising
the state sector can be left “free” to borrow, either from one or
more investment banks or on a “finance market.”! Further-
more, they can fix their prices, which to some degree deter-
mines their power to finance themselves or to repay loans.
This type of accumulation was not entirely ruled out durin
the first years of the NEP: the khozraschet of industrial ang
banking enterprises facilitated it.

Nevertheless, the centralization of the industrial sector, the
substantial size of the principal existing enterprises (and, even
more, of those that the Bolshevik Party wi;Eed to develop),
and fear (lest “market anarchy” and economic crises should
return) formed major obstacles, in the 1920s, to this form of
accumulation.

Above all, the political will of the Soviet government to
build socialism was irreconcilable with a form of accumula-
tion that implied “autonomous” development of the various
industries and reproduction of capitalist forms of manage-
ment. The existence of a state-owned industrial sector, to-
gether with the intention to build socialism, thus determined
the setting-up of planning organs (with the allocation of ac-
cumulation funds as one of their tasks) and the extension of the
activity of these organs.

In the “war communism” periothe Soviet government
had tried to guide production in accordance with the priorities
dictated by the civil war. At that time the VSNKh functioned
mainly as the organ responsible for centralized direction of
current operations. When the NEP began, a new organ
appeared—the state planning commission, or Gosplan, which
was responsible primarily for the preparation of long-term and
middle-term plans. In addition, some other organs were given plan-
ning tasks during the NEP.
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I. The VSNKH

Though the VSNKh was chiefly concerned with current
operational plans under “war communism,” a resolution of the
Ninth Party Congress (1920) entrusted it with the preparing of
a “single production plan for Soviet Russia as a wﬁole and for
the Soviet republics allied with Russia.” This plan was to
cover “the next historical period.

At the start of the NEP the role of the VSNKh tended to
diminish, owing partly to the creation of Gosplar,Zlbut also to
the development of the financial autonomy of enterprises and
the role pEtyed by Gosbank and Narkomtfin.

From 1925 on the problem of industrialization arose ever
more sharply, and the role of the VSNKh increased again. This
organ now intervened to a substantial degree in the drawing
up of various plans, and established an administrative struc-
ture aimed at preparing plans for the economy as a whole,
including agriculture and transport. Actually, owing to its
close links with the leaders of industry, the VSNKh also gave
expression to what they wanted—the development of the in-
dustrial sectors under their authority. The enlargement of the
“planning” activities of the VSNKh is thus to be seen as
connected with the increasing role that the leaders of industry
tended to play from 1925 on. This enlargement caused conflict
with Gospgn and contributed to rendering more confused the
discussions that took place concerning problems of indus-
trialization. Something will be said about this later.

II. Gosplan

Gosplan (the State Planning Commission) was, in principle,
the organ responsible for drawing up plans. Established on
February 22, 1921, it succeeded Goselro, which had worked
out a plan for electrificationl® | Tt was not an organ for taking
decisions. Like the VSNK, its task was merely to prepare
drafts which were submitted to the organs of government,
which alone had the power to take decisions and put them
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into effect. This situation was expressed in the subordination
of Gosplan to the Council of People’s Commissars (Sovnar-
kom) and the Council for Labor and Defense.

During the NEP period, Gosplan’s activity often followed
lines contradictory to that of the VSNKh. Whereas the latter
body was closely linked with the leaders of industry, the
Gosplan experts were more concerned with the problems of
agriculture and of overall economic equilibrium, which meant
that they were closer in interest to the financial organs—
Gosbank and Narkomfin.

Atthe outset, Gosplan had only about forty members, mostly econo-
mists and statisticians, seven or eight of whom were
Party members; the rest were bourgeois specialists At the
beginning of 1927, Gosplan’s staff numbered 500, many of
whom were former Mensheviks, but decisive responsibility
was in the hands of Partymembers, notably Krzhizhanovsky,
who had headed Goselr

During the second half of 1925, Gosplan worked out the first
annual plan for the national economy. This plan had no bind-
ing power, as was shown by the name given to it: “control
figures.” Covering the year 1925-1926, it was actually a mod-
est document of about 100 pages intended to guide the various
People’s Commissariats in drawing up their own operational
programs. The Presidium of Gosplan itself emphasized the
approximate nature of the document it had produced: when it
was drawn up, a great deal of needed information was lacking.

The control figures for 1926-1927 were already more
soundly based than the first set, but, as before, they were not
obligatory. However this time, when the CLD (which had
supreme oversight of economic decisions) ratified the control
figures, it announced that if the operational plans of an admin-
istrative organ conformed to the forecasts given in the control
figures, there would be no need to obtain the CLD’s ratifica-
tion of these plans.

The control figures for 1927-1928 made up a detailed
document of 500 pages. They had been compiled in close
collaboration with the sectoral and regional planning organi-
zations. A decree of June 8, 1927, strengthened, in principle,
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the predominant role of Gosplan in the drawing up of plans,
and a decision of the CC in August 1927 provided that thence-
forth the control figures, once ratified, were to constitute ac-
tual directives for the elaboration of operational plans and of
the state budgeFrom that time on, opesational plans were
drawn up along with the control figures

These facts show that the NEP, although involving de-
velopment of commodity and money relations and increased
financial autonomy for state enterprises, entailed no renuncia-
tion of endeavors to secure centralized and planned direction
of the economy. On the contrary, an important aspect of the
NEP record was the establishment of planning organs which,
in principle, made possible better coordination of the de-
velopment of the different branches of the economy.

The uncertainties of the political line decided on by the
Bolshevik Party at the end of 1925—at the very moment when
the problem of the scope of the industrialization process to be
launched, and of the forms it should take, was coming on to the
agenda—favored a proliferation of these organs. They drew up
“draft plans” that were profoundly contradictory—acting, in
fact, as “supports” for different social forces and political ten-
dencies which were then dividing the Party. As examples we
can take the existence within Gosplan of an industrial section
which in 1926 drew up a particularly generous investment
plan, and the creation within the VSNKh of a special organ,
Osvok, which became, in practice, independent of the
VSNKh, and served fqr a certain period as a support for the
“united opposition.’

III. Osvok

Osvok (Osoboye soveshchanie po vosstanovleniyu osnov-
nogo kapitala, “special commission for the restoration of fixed
capital”) was created by the Presidium of the VSNKh in March
1925. At once it set about preparing its own version of a
five-year plan, and formed sections and committees for the
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purpose. Under the chairmanship of P. I. Pyatakov (one of the
leaders of the “united opposition,” who was to be expelled from
the Party in 1927 but was readmitted after a few months of
exile), Osvok acted quite independently of the VSNKh, and
had numerous ex-Menshevik economiss well as non-Party
engineers and scientists working for it.!?

In the absence, however, of any effective participation by
the masses in the working out of the plans, and of a firmly
defined political line (the lack of which was revealed by the
scope assumed by the economic controversies of the period
and the rapid and divergent changes of content in the reso-
lutions adopted by the Party’s leading organs), the documents
emanating from Gosplan, the VSNKh, and the other organs
responsible for preparing them set targets that were unrealis-
tic and often mutually incompatible. In them were reflected
the increasingly contradictory and ill-analyzed tendencies
prevailing in the Bolshevik Party.

Under these conditions, the economic plans produced did
not enable more effective control to be established over the
contradictions: on the contrary, given their mistaken orienta-
tions and incoherences, the attempts that were made to “ap-
ply” these plans at all costs merely aggravated the contradic-
tions. In this sense, too, as we shall see, the crisis that opened in
1927-1928 was not an economic crisis but a political one—
the result of inadequacies and incoherences which were
themselves the outcome of extremely complex class struggles.

This situation was especially reflected in the frequent “revi-
sion” of the industrial programs, “revision” that was obviously
bound up with changes in the economic and political con-
juncture and the way in which this was seen by the Party. This
aspect will be illustrated by an examination of the forecasts for
industrial investment ie year 1926-1927 and the Party’s
decisions on the matter 2

These “revisions” aggravated the economic imbalances,
and caused the resulting shortages to fall more and more
heavily upon the peasantry. This was one of the forms as-
sumed, in practice, by the increasing abandonment, from 1926
on, of the requirements of the NEP. The “general crisis™ of the
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NEP was brought about by this abandonment and the result-
ing aggravated contradictions.

This abandonment and the forms it assumed call for expla-
nation. In order to arrive at such an explanation we need to
analyze the entire set of social relations and class contradic-
tions that developed during the 1920s. Given the decisive role
played by the peasantry, this analysis must begin with the
position in the countryside.
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Part 2.
The village during the NEP period.
Differentiation and class struggles.
Agricultural policy and tmnsformation
ofg social relations in agriculture

The analyses offered in the following pages relate to the
economic and social structure of the Soviet countryside to-
ward the end of the NEP. Their purpose is to throw light on
the conditions governing the articulation of class relations and
class struggles in the villages with agricultural policy and to
show how these relations and struggles led to the final crisis of
the NEP.

It was the articulation of class struggles with agricultural
policy that determined the changes which the Soviet coun-
tryside underwent between 1924 and 1929. These changes
cannot be seen as an “autonomous process,” dominated exclu-
sively by some ineluctable “internal necessity.” They cannot
be divorced from the policy followed toward the peasantry
and its various strata. In its turn, this policy needs to be related
to the development of the contradictions within the urban
sector and the way with which these were dealt—problems
that will be considered later.
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1. The social conditions of immediate
production during the NEP period

During the NEP' the bulk of agricultural production was
due essentially to the activity of peasants working on their
own individual farms. These produced partly for the peasants’
own needs and partly in order to exchange the peasants’ prod-
ucts on the market. The state farms and kolkhozes played only
a minor role. The number of peasants and craftsmen engaged
in collective forms of production was only 1.3 percent of the
total in 1924 and 2.9 percent in 19282

Commodity production of grain (the branch of production
that was of decisive importance for relations between town
and country and in connection with the crisis that began at the
end of 1927) was contributed mainly by the individual peasant
farms: in 1927 they provided 92.4 percent, while the sov-
khozgs provided only 5.7 percent and the kolkhozes 1.9 per-
cent.

I.  Remarks on the social differentiation of
the peasantry

The “individual peasant farms” constituted a heteroge-
neous “social category.” Hidden behind this expression was the
great complexity of production relations characteristic of ag-
riculture in the NEP period. To this complexity corresponded
the social differentiation of the Soviet peasantry and the class
contradictions which resulted.
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(a) The specific features of the
differentiation among the peasantry
during the NEP period

Social differentiation among the Soviet peasantry was still
relatively limited toward the end of the NEP period. On the
one hand, the division of the land realized thanks to the Oc-
tober Revolution (which was in some cases still going on so
late as 1923-1924) had resulted in its more equal distribution.
On the other, the process of social differentiation which de-
veloped during the NEP period possessed special features
which have often been pointed out. This process resulted in a
reduction in the proportion of poor peasants in the total peas-
ant population and an increase in the proportion of middle
peasants, while the economic importance of the kulaks grew
only slightly.

The slow transformation of the structure of the Soviet peas-
antry was based mainly on a twofold process affecting the
poor peasants, whereas one section of them joined the pro-
letariat, another entered the ranks of the middle peasantry and
strengthened this stratum.*

From 1925 on the specific character of this differentiation
was demonstrated by investigations sponsored by Rabkrin, by
the Commissariat of Finance, and by other administrative
bodies.” These investigations refuted the claims of the Left
opposition which alleged that Soviet agriculture was under-
going a process of capitalist differentiation leading to polari-
zation, with the proletariat being strengthened at one end,
and the rural bourgeoisie at the other.

The theses put before the Fifteenth Party Congress
explicitly recognized these distinctive features:

The peculiarities of that differentiation are a result of the altered
sociag) conditions. These peculiarities consist in the fact that, in
contradiction to the capitalist type of development, which is
expressed in the weakening of the middle peasantry, while the
two extremes (the poor and the rich farmers) grow, in our country
it is the reverse. We have a process of strengthening the middle
peasant group, accompanied, so far, by a certain growth of the
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rich peasants from among the more well-to-do middle peasants,
and a diminution of the poor groups, of which some become
proletarianised while others—the greater part—are gradually
transferring to the middle group.®

This presentation was, nevertheless, inadequate, since it
referred to “social conditions™ in general, and lead the reader
to suppose that these sufficed to account for the type of differ-
entiation noted, whereas this was not the case.

True, the type of differentiation noted was taking place
within the general conditions of Soviet power, with nationali-
zation of the land and the functioning of the mir given new life
by the Agrarian Code of 1922."

However, within the setting of these general conditions, the
form taken by the differentiation of the Soviet peasantry was
due to the political line that was followed (characterized in
particular by the tax abatements enjoyed by the poor and
middle peasants) and also, and especially, to the struggles
waged by the poor and middle peasants themselves with a
view to better equipping and organizing themselves.®

(b) Statistics illustrating class
differentiation in the Soviet peasantry
in 1927

A great variety of statistics have been produced concerning
class differentiation in the Soviet peasantry. Here I shall use
the ones calculated by S. G. Strumilin. This Soviet economist
and statistician tried to classify peasant farms in accordance
with the criteria proposed by Lenin at the Second Comintern
Congress.” By these criteria the poor peasants were those who
could get from their farms only what they needed to live on, or
who even needed to take on additional paid work in order to
survive. The middle peasants were those who had a small
surplus which, when the harvest was good, enabled them to
accumulate a little. The rich peasants were those whose
surplus was sufficiently large and regular to enable them to
accumulate and to exploit the other rural strata by employing
wage labor, practicing usury, and so on.
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These definitions, as applied by Strumilin and the Central
Statistical Board, gave the following table!'® showing the social
divisions of the Soviet peasantry in 1926-1927:

Social divisions percent
Poor peasants 29.4
Middle peasants 67.5
Rich peasants 3.1

These figures were necessarily only approximate.'’ Never-
theless, it is clear that the kulaks were few in number, and,
especially, that their share in the sale of produce outside the
village was a minor one, as is proved by statistics which,
though of different origin, agree on this point.

(c) The supply of grain to the market and
the class differentiation of the
peasantry

According to the statistics quoted by Grosskopf, in 1925 it
was the poor and middle peasants who provided most of the
grain that came on to the market—over 88 percent, as against
11.8 percent provided by the rich peasants.'

The importance of the sales of grain effected by the poor and
middle peasants (despite the relatively small size of the har-
vest calculated per head) was due to the fact that they were
obliged to sell their crops (for lack of liquid assets) in order to
pay their debts and their taxes (which fell due in the autumn)
and to make indispensable purchases of manufactured goods,
including the equipment their farms lacked, and acquisition of
which would enable them to reduce their dependence on the
kulaks. The poor and middle peasants played an even bigger
role in the provisioning of the towns, for the greater part of
the grain they sold found its way there toward the end of the
summer and in the autumn, whereas the rich peasants, in the
course of the year, sold part of their surplus on the village
market. !

These facts show clearly the erroneousness of the oversim-
plified thesis of a “kulak strike” which Kamenev put forward
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starting in 1925 to explain the procurement difficulties of
1925-1926.'* At that time, Kameneyv, relying on figures from
the Central Statistical Board which were based not on peas-
ants’ incomes but on area of land possessed,* declared that
kulak farms made up 12 percent of all peasant farms and held
61 percent of the “grain surplus.”'® From these figures
Kamenev drew the mistaken conclusion that the rich peasants
received most of the money that was made in the countryside,
and were the principal buyers of the consumer goods, and
industrially made means of production bought there. This
thesis tended to give backing to the ideas of Preobrazhensky,
who claimed that to fix high prices for industrial products
and low prices for agricultural products would not hurt the
mass of the peasantry—since the poor and middle peasants
were supposed not to participate to any great extent in com-
mercial exchanges—while it would enable the state to achieve
a higher rate of accumulation by levying a “tribute” from the
richest peasants.

Contrary to these claims, about three-quarters of the grain
sent to the towns came at that time from the farms of the poor
and middle peasants, and they bought more than 80 percent of
the manufactured goods sold in the villages,'” especially with
a view to providing better equipment for their farms, which
were gravely lacking in instruments of production.

The proportions given above for the origin of the grain put
on the market are confirmed by the figures Stalin mentioned in
his speech of May 28, 1928, to the students of the Sverdlov
University. He showed that in 1926-1927 the kulaks provided
20 percent of this grain, as against 74 percent provided by the
poor and middle peasants and 6 percent by the collective and
state farms.!®

(d) The social and political role of the
kulaks

It would, of course, be a grave mistake to deduce from these
facts that the social and political role played at that time by the
kulaks was negligible. On the contrary, it was very important.
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But its importance lay not in the sphere of production but
elsewhere: it lay in the sphere of circulation, in the commer-
cial relations the kulaks maintained with the poor and middle
peasants; in the sphere of ideology, in the illusion they offered
of possible future individual enrichment on a substantial
scale, an illusion to which a certain number of middle peas-
ants succumbed, consequently turning away from collective
forms of production; in the sphere of politics, especially
through the influence the rich peasants could exercise in the
peasants’ assemblies (the skhod)."”

The important role played by the rich peasants was rooted
in the nature of the social relations that reproduced them-
selves under the NEP: wage labor, leasing of land, hiring out
of agricultural implements, and capitalist trade. These rela-
tions enabled the kulaks to wield great influence—out of all
proportion with the number of their farms or their share in
production. It was on the basis of these social relations that
there developed the struggle of the rich peasants to exert
increasing domination over the poor and middle peasants.

However, it was one thing to recognize these facts but quite
another to conclude from them that the kulaks possessed deci-
sive economic influence in production and in the provision of
supplies for the towns, as the Trotskyist-Zinovievist oppos-
ition mistakenly did conclude.** Although the conclusions
drawn by this opposition were rejected by the Bolshevik
Party, its “analyses” left in circulation a distorted picture of
the social relations existing in the Soviet countryside. Despite
the ultimate political defeat of the opposition, the essential
elements of its analyses were present, in barely modified form,
in the interpretation that the Party leadership gave in 1928 and
1929 to the procurement crisis (when it tried to explain this
crisis by a “kulaks’ strike”) and in the way that it sought to
“deal with” the contradictions among the peasants and the
contradictions that opposed the peasantry as a whole to the
Soviet power.

We must now examine successively the role of the different
strata of the peasantry in the procurement crisis of 1927-1928,
and the role that these strata were in a position to play in
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future increases in agricultural production, especially grain
production.

II. The class foundations of the
procurement crisis of 1927-1928

In order to reveal the class foundations of the procurement
crisis of 1927-1928 it is necessary to study the way in which
this crisis proceeded. This I shall try to do in the following
pages, relying again upon the analyses made by S. Grosskopf,
who has demolished many of the “accepted ideas” on the
matter.

(a) The first phase of the procurement and
the sales made by the kulaks

During the first quarter (July to September) of the agricul-
tural campaign of 1927-1928 the quantities of grain procured
by the state and cooperative organs were, as we have seen,*!
greater than those procured in the very good year 1926-1927.
This increase was all the more remarkable because the har-
vest of 1927 was smaller than that of the previous year,?* and
the distribution of grain production was unfavorable: the re-
gions most affected by the fall in production were those de-
scribed as “having a surplus,” because their production nor-
mally served to meet some of the grain needs of the less
favored regions (those described as “having a deficit”).

Analysis shows that the increase in procurement during
July—September 1927 came mainly from the rich peasants. On
the one hand, it was they who had priority as regards means of
production and transport, since a big proportion of these
means belonged to them; on the other, they were in a hurry to
sell before the month of October, the time when the poor and
middle peasants usually brought their grain to market, thereby
lowering the obtainable price. Furthermore, since the policy
followed by the Soviet authorities in 1926-1927 had pre-
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vented grain prices from rising in the spring of 1927, the rich
peasants had no hope of a price-rise in the spring of 1928, and
this gave them an extra incentive for getting rid of their pro-
duce quickly—hence the increase in procurement in July—
September 1927.%

The accelerated delivery of grain by the rich peasants dur-
ing the summer of 1927 does not mean, of course, that they had
not stocked up a certain amount of grain. It does show, how-
ever, that in the autumn of 1927 the bulk of the “reserves”
held in the countryside was not concentrated in their hands.*

(b) The second phase of the procurement
and the struggles of the poor and middle
peasants

Thus, from autumn on it was usually the poor and middle
peasants who supplied the grain procured. In the autumn of
1927 these supplies failed to materialize.

Two immediate reasons account for what happened. First,
the fall in the supply of manufactured goods to the rural areas
in the second half of 1927. Part of the selling of grain done by
the poor and middle peasants was intended to secure the cash
they needed to buy manufactured goods, in particular the
small-scale instruments of production which they lacked. In so
far as in the autumn of 1927 there was also a decline in the
supply of these products, there was as well a decline in sales
of grain. The tax reductions which had been granted to the
poor and middle peasants also meant that the “constraint to
sell” imposed on them by their fiscal obligations was now less
acute.

Another immediate reason for the fall in procurement from
the autumn of 1927 on is connected with a certain degree of
negligence on the part of the state and cooperative organs,
which in 1927 showed particular passivity. This was due to the
fact that the official organs were now less afraid of competition
from private traders, who had been subjected to more severe
restrictions than previously. Their passivity also resulted from
the contradictory directives issued by the central authority to
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the official procurement agencies: whereas Gosplan called on
them actively to encourage the peasants to sell their crops, at
the same time directives from the Party and the government
warned them against possible competition among themselves.
The Soviet authorities were indeed concerned to prevent such
competition among the procurement organs from bringing
about a rise in the price of grain. One of the consequences of
these directives was that most of the buyers on behalf of the
procurement organs waited for the peasants to come on their
own initiative to offer them grain—which the peasants did
not do.?®

The shortage of industrial goods available in the coun-
tryside, the reduction in taxation and the greater passivity of
the procurement organs do not, however, furnish more than a
partial explanation of the fall in grain sales. To complete the
explanation we need to examine more closely the conditions
under which the poor and middle peasants carried out most
of their selling of grain.

It can be seen already from the facts given above (those that
show the high proportion of grain sold from farms where the
smallest amount was available per head) that marketing of
grain did not correspond, broadly speaking, to the existence
of a “surplus” of grain held by the peasants. Such a “surplus”
would imply that the basic needs of the poor and middle
peasants for grain (for their own food, for feeding their ani-
mals, and for building up reserves adequate to enable them to
wait for the next harvest without anxiety) had been largely
covered by their production. That was far from being the true
situation.

Actually, in 1927-1928, when weather conditions were
generally poor, the bulk of the peasants, who lacked adequate
means of production, harvested only a poor crop. To be sure,
these peasants, taken as a whole, sold large quantities of grain,
but they did so only to the extent that they were obliged to, in
order to pay their taxes or to buy industrial goods, if these
were to be had.?® Wh