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S O V I E T  V I E F V S  O F  C A P I T A L I S M  - 

CONCLUSIONS 
/ 

' I  
CI si 

His t o r  i'cal 

 changes i n  t h e  c a p i t a l i s t  w o r l d  economy have confronted  
S o c i a l i s t s  everywhere (Reformis t s  , Revis-ts , Marxist- 
L e n i n i s t s )  w i th  c e r t a i n  b a s i c  q u e s t i o n s :  Can c a p i t a l i s m  be 
r e g u l a t e d  and s tabi l ized? Can t h e  t r a n s i t i o n  t o  Socialism be 
peace fu l?  Can t h e  c a p i t a l i s t  s y s t e m  be organized  t o  p reven t  
w a r ?  The d i f f e r e n t  answers t o  t h e s e  q u e s t i o n s ,  bo th  before 
and d u r i n g  t h e  S o v i e t  p e r i o d ,  have provoked b i t t e r  con t ro -  
v e r s i e s  and have p layed  an impor t an t  p a r t  i n  de te rmining  PO.- 
litical s t r a t e g y  and tactics.  In t h e  e a r l y  postwar pe r iod  t h e  
l e a d i n g  S o v i e t  s t u d e n t  of c a p i t a l i s m ,  Eugene Varga, and h i s  
p r o f e s s i o n a l  a s s o c i a t e s  p re sen ted  t h e  Kremlin wi th  g e n e r a l l y  
a f f i r m a t i v e  answers t o  t h e s e  basic q u e s t i o n s ,  echoing  t h e  
ideas of t h e  e a r l y  neo-Marxists , Kautsky and H i l f e r d i n g .  

t h e  ideas of Varga and his c o l l e a g u e s  probably  ref lected 
c o n t r o v e r s y ,  o r  a t  least u n c e r t a i n t y ,  w i t h i n  t h e  S o v i e t  
l e a d e r s h i p  over  t h e  s t a b i l i t y  of t h e  c a p i t a l i s t  world and t h e  
cho ice  of t ac t ics  by the regime. Varga * s i n t e r p r e t a t i o n  of 
t h e  t r e n d s  i n  world c a p i t a l i s m  would have suppor ted  t h e  COQ- 
t i n u a t i o n  of t h e  tactics of t h e  w a r t i m e  c o a l i t i o n ,  by p l a c i n g  
more r e l i a n c e  upon t h e  t r a d i t i o n a l  i n s t r u m e n t s  of diplomacy 
and e x p l o i t i n g  t h e  n a t i o n a l  i n t e r e s t s  of t h e  c a p i t a l i s t  
powers r a t h e r  t h a n  upon the  s u b v e r s i v e  a c t i o n s  of f o r e i g n  
Communist p a r t i e s  and t h e  "cold war" tact ics  of expansionism 
and r e v o l u t i o n .  The Varga c o n t r o v e r s y  i l l u s t r a t e d  t h e  exis t -  
ence  of deep s t r a i n s  and f i s s u r e s  benea th  t h e  mono l i th i c  
f acade  of S o v i e t  t o t a l i t a r i a n i s m .  

The c o n t r o v e r s y  .during 1947-1948 which w a s  provoked by 

Although e v e n t s  i n  t h e  form of t h e  u n i t e d  Western r e a c t i o n  
t o  S o v i e t  power and t h e  worsening of East-West r e l a t i o n s  l e d  
t o  t h e  d e f e a t  of Varga and h i s  h igh - l eve l  backers, t h e  van- 
quished  raised q u e s t i o n s  abou t  t h e  economic s t a b i l i t y  and 
p o l i t i c a l  u n i t y  of t h e  West t h a t  have cont inued  t o  p lague  t h e  
S o v i e t  l e a d e r s h i p  up t o  t h e  p r e s e n t  t i m e .  Varga's d e f i a n t  
c h a l l e n g e  t o  t h e  Kremlin on t h e  v a l i d i t y  of Lenin ' s  t h e s i s  
t h a t  t h e  c a p i t a l i s t  powers would f i g h t  among themselves  i n s t e a d  
of u n i t i n g  a g a i n s t  t h e  USSR carried such  a u t h o r i t y  t h a t  i t  w a s  

i 



l e f t  t o  S t a l i n  allone among the Soviet leaders t o  answer Varga. 
S t a l i n ' s  o f f i c i a l  reply i n  1952 was des igned  t o  a l l a y  fears 
abou t  t h e  d e s t r u c t i v e  i m p l i c a t i o n s  of modern w a r f a r e  and 
doubtsabout  the dangerow cour se  of postwar S o v i e t  p o l i c y  

. The bankquptsy of Stal ian 's  o r thodox  answer w a s  c l e a r l y  i l l u s -  
t rated by' Malenkov*s s t a t e m e n t  in 1954 abou t  t h e  " d e s t r u c t i o n  
of c i v i l i z a t i o n "  and by subsequent  r e v i s i o n s  of S o v i e t  doc- 
t r i n e  i n  t h i s  f i e l d .  

A f t e r  1949 . S t a l i n  almost c e r t a i n l y  never  s e r i o u s l y  be- 
l i e v e d  i n  t h e  imminence of a major c a p i t a l i s t  dep res s ion .  
A f t e r  1951 the inm-eashg propaganda emphasis  on t h e  rvdis -  
u n i t y "  theme ( d i s u n i t y  between the governments of t h e  major 
c a p i t a l i s t  ~ Q W @ ~ S )  and -tbe signs of awakening S o v i e t  i n t e r e s t  
in f o r e i g n  trade i n d i c a t e d  t h e  beg inn ing  of a new phase i n  
S o v i e t  t ac t ics  a r i s i n g  from S o v i e t  r e c o g n i t i o n  of the armed 
power, economic s t r e n g t h ,  and p o l i t i c a l  cohes ion  of  the West- 
ern c o a l i t i o n  l e d  by t h e  US, Although S t a l i n  r ecogn ized  t h e  
real i t ies  of c a p i t a l i s t  s t a b i l i z a t i o n ,  he r e f u s e d  to  a c c e p t  
i ts permanency. S t a l i n 9 s  c a l l  to f o r e i g n  Communist p a r t i e s  
t o  p l a y  up "democistic rights" and " n a t i o n a l  i n t e r e s t s "  and 
his c o n c e n t r a t i o n  on problems of the  world market  i n d i c a t e d  
the d i r e c t i o n  of S o v i e t  e f f o r t s  t o  d e s t r o y  t h e  Western c o a l i -  
tion, 

I 

I 

StnlinOs campaign to impose i d e o l o g i c a l  conformi ty  on 
S o v i e t  i n t e l l e c t u a l s  a lmos t  d e s t r o y e d  t h e  research / i n t e l l i -  
gence base  of S o v i e t  a n a l y s i s  of f o r e i g n  economic t r e n d s .  
Nothing s e r i o u s  was pub l i shed  in t h e  USSR a f t e r  t h e  Vmga 
c o n t r o v e r s y p  only s t r a i g h t  propaganda. In view of the ex- 
treme 
i n g  w i t h i n  Soviet s o c i e t y  under Stalin, i t  is h i g h l y  doubt-- 
fuP that S o v i e t  f o r e i g n  ~ C Q H ~ O F ~ ~ C  i n t e l l i g e n c e  a n a l y s e s  cou ld  
have differed i n n  any significant way from t h e  pub l i shed  writ- 
ings of p r o f e s s i o n a l  economists .  Heace, i t  is ex t r eme ly  un- 
l i k e l y  t h a t  S t a l i m  cou ld  have g o t t e n  an a c c u r a t e  0 b J e c t i v a  
a p p r a i s a l  of f o r e i g n  economic trends even  i f  he  had r e a l l y  
d e s i r e d  one. The damage $0 psofessioaa~ a c t i v i t y  under S t a l i n  
has remained a t roublesome legacy of h i s  s u c c e s s o r s .  

p o l i t i c a l  p r e s s u r e s  and i d e o l o g i q a l  compulsions operat- 

The Cur ren t  S S f t ~ a t i ~ n  

The center of c u r r e n t  S o v i e t  i n t e r e s t  i n  c a p i t a l i s m  is 
t h e  q u e s t i o n  of the e f f e c t s  .of rearmament on t h e  c a p i t a l i s t  
economy, e s p e c i a l l y  the US economy. The p r e s e n t  S o v i e t  
l e a d e r s h i p  appea r s  s t i l l  to adhe re  t o  t h e  long-held b e l i e f  
t h a t  only r e a n  ament prevented  the o u t b r e a k  of major depres- 
s i o n s  i n  the United S t a t e s  i n  1945 and 1949. Professional 



w r i t i n g s  s i n c e  S t a l i n ' s  dea th  c l e a r l y  ref lect  S o v i e t  recog-  
n i t i o n  of t h e  b e n e f i c i a l  economic effects  of rearmament on 
t h e  US economy, p a r t i c u l a r l y  as the pr imary s t i m u l u s  t o  
modern iza t ion  and c a p i t a l  expansion.  The w r i t i n g s  of t h e  
l e a d i n g  J o v i e t  economists  i n d i c a t e  h igh  r e g a r d  f o r  t h e  
c a p a b i l l t i e s  of t h e  US economy and provide  no b a s i s  whatso- 
e v e r  for t h e  view t h a t  t h e  US w i l l  spend i t se l f  i n t o  u l t i m a t e  
economic c o l l a p s e .  

' 
the post-Stalin l e a d e r s h i p  h a s  been demanding from its 

economic s p e c i a l i s t s  on c a p i t a l i s m  p r e c i s e ,  q u a n t i t a t i v e  
answers on the economic i m p l i c a t i o n s  of a high  l e v e l  of 
c a p i t a l i s t  arms p roduc t ion ,  i n s t e a d  of t h e  academic prop- 
aganda t h a t  passed f o r  r e s e a r c h  h d e r  S t a l i n .  I n  t h e  ab- 
s e n c e  of such  s c h o l a r l y  s t u d i e s ,  t h e  c u r r e n t  view of Sov ie t  
s p e c i a l i s t s  on c a p i t a l i s m  appea r s  t o  have posed a c e n t r a l  
problem f o r  S o v i e t  diplomacy: how t o  f o r c e  a r e d u c t i o n  i n  
Western arms' product ion  ( l e a d i n g  t o  a n t i c i p a t e d  adve r se  con- 
sequences  on t h e  c a p i t a l i s t  economies) w i thou t  s a c r i f i c i n g  
v i t a l  S o v i e t  i n t e r e s t s .  

There i s  very f ragi le  ev idence  t h a t  the p r e s e n t  Soviet 
" c o l l e c t i v e  l e a d e r s h i p "  may n o t  be unanimous in t h e  belief 
t h a t  a US d e p r e s s i o n  l e a f i g  t o  a wor ld  economic crisis is 
imminent. Whatever t h e  d i f f e r e n c e s  w i t h i n  t h e  Kremlin over  
t h e  economic s t a b i l i t y  of t h e  c a p i t a l i s t  wor ld ,  t hek r  p o l i c y  
i m p l i c a t i o n s  under c o n d i t i o n s  of cont inued  atomic stalemate 

u s e  of p o l i t i c a l  and economic power t o  s t r e n g t h e n  t h e  S o v i e t  
s ta te ,  d e s t r o y  t h e  Western c o a l i t i o n ,  and remove Western in- 
f l u e n c e  i n  t h e  uncommitted Ueas ,of the ,  East-West s t r u g g l e ,  
The p reven t ion  or outbreak of a major economic crisis in t h e  

I would appear  t o  lead t o  t h e  same p r a c t i c a l  conc lus ion :  the 

West would n o t  on ly  a f fec t  t h e  wor ld  ba l ance  of power b u t  
a lso c o n d i t i o n  t h e  cho ice  of tactics by t h e  Kremlin. Signs 
of economic weakness i n  t h e  West cou ld  l e a d  t o  a major mPs- 
c a l c u l i t i o n  i n  S o v i e t  tactics,  as w e l l  as t o  h igh - l eve l  d i f -  
f e r e n c e s  over  t h e  tact ics  t o  be pursued. Continued u n i t y ,  
s t a b i l i t y ,  and s t r e n g t h  i n  t h e  West might be a source  of 
c o n t r o v e r s y  w i t h i n  t h e  S o v i e t  l e a d e r s h i p ,  now and in t h e  
f u t u r e ,  and p o s s i b l y  even of changes i n  i ts  composi t ion and 
p o l i c i e s .  

I 

The r e c e n t  p r e d i c t i o n  by a S o v i e t  economist ,  who is be- 
l i e v e d  t o  have c o n t a c t s  w i t h  i n f l u e n t i a l  e lements  in t h e  
h i e r a r c h y ,  of a depres s ion  i n  the US " in  t h e  n e x t  few months" 
r e p r e s e n t s  t h e  most c l e a r - c u t  S o v i e t  p r e d i c t i o n  of r e c e n t  
t i m e s .  I t  is c lear ly  premised upon an a n t i c i p a t i o n  of a 
d e c l i n e  i n  f u t u r e  US defense  o u t l a y s  and a belief t h a t  t h e  



i n t e r n a t i o n a l  market w i l l  i n  t h e  f u t u r e  become t h e  c r i t i ca l  
a r e n a  de te rmin ing  t h e  development of t h e  a n t i c i p a t e d  world 
economic crisis. I t  is p o s s i b l e  t h a t  r e c e n t  S o v i e t  tactics 
of pedd l ing  d i s c o n t e n t  i n  t h e  uncommitted areas of t h e  Near 
and Middle E a s t  may be p r e d i c a t e d  i n  p a r t  on an  assumption 
of an .i'mminent dep res s ion  h t h e U S l e a d i n g  t o  a world economic 
crisis. Elements w i t h i n  the  S o v i e t  l e a d e r s h i p  may c a l c u l a t e  
t h a t  i n  such  an  e v e n t  e l e c t i o n - y e a r  p o l i t i c s ,  economic na- 
t i o n a l i s m ,  and e a r l y  N e w  Deal p receden t s  might lead t h e  US 
t o  reduce  its' Commitments abroad, t h u s  l e a v i n g  t h e  USSR with 
a freer hand. 

economy-has been made a t  t h e  expense of i d e o l o g i c a l  or thodoxy,  
bo th  b e f o r e ,  du r ing ,  and after S t a l i n ' s  l i f e t i m e .  S ince  
S t a l i n ' s  d e a t h  some Sov ie t  economis ts ,  l e d  by Varga, have 
advanced c e r t a i n  h e r e  t i ca l  p r o p o s i t i o n s  on c a p i t a l i s m ,  and 
d e s p i t e  p r o f e s s i o n a l  cr i t ic ism these men have n o t  backed 
down, no r  have they  been s i l e n c e d  y e t  o f f i c i a l l y .  The pos t -  
S t a l i n  regime appea r s  t o  be a t t e m p t i n g  t o  e scape  t h e  dilemma 
posed by t h e  c o n f l i c t  between i d e o l o g i c a l  or thodoxy and crea- 
t i v e  a c t i v i t y  by t o l e r a t i n g  r e a s o n a b l e  h e r e s i e s  i n  the hope 
of o b t a i n i n g  a c c u r a t e  estimates of f o r e i g n  economic t r e n d s .  
Continued economic s t a b i l i t y  in t h e  West h a s  been, is now, 
and w i l l  con t inue  t o  be bo th  a headache f o r  t h e  regime and 
a r e c u r r e n t  s o u r c e  of he resy  among S o v i e t  p r o f e s s i o n a l s .  
T o l e r a t i o n  of such  he resy ,  wh i l e  i t  w i l l  almost c e r t a i n l y  0 

l e a d  t o  marked improvements i n  p r o f e s s i o n a l  a c t i v i t y ,  could  
over  t h e  long  r u n  undermine t h e  e t h o s  imposed over  S o v i e t  
s o c i e t y  and even debase t h e  i d e o m a l  appea l  of Communism 
t o  disaffected foreign i n t e l l e c t u a l s .  .Over t h e  l o n g - r u n ,  
t h e  i n t e l l e c t u a l  crisis of S o v i e t  M a r x i s m  may be r e s o l v e d  
by t h e  o f f i c i a l  acceptance  of c u r r e n t  h e r e s i e s  as estab- 
l i s h e d  or thodoxy . 

Every s e r i o u s  p r o f e s s i o n a l  a n a l y s i s  of t h e  c a p i t a l i s t  

Developments i n  t h e  f i e l d  of S o v i e t  economic r e s e a r c h  
on c a p i t a l i s m  i n  t h e  postwar p e r i o d  demonst ra te  t h e  adve r se  
effects of i d e o l o g i c a l  conformi ty  and e x c e s s i v e  s e c r e c y  on 
S o v i e t  p r o f e s s i o n a l  a c t i v i t y .  I f  e v e n t s  i n  t h i s  f i e l d  are 
viewed, as w e  b e l i e v e  they shou ld  be ,  as a microcosm of the 
l a r g e r  a r e n a  of S o v i e t  p r o f e s s i o n a l  l i f e ,  then  they  s u g g e s t  
t h a t  t h e  i n t e r p l a y  of modern t o t a l i t a r i a n  and t r a d i t i o n a l  
Byzant ine i n f l u e n c e s  d i d  immeasurable harm t o  a l l  f i e l d s  of 
postwar S o v i e t  s c i e n t i f i c  a c t i v i t y .  The s i g n i f i c a n t ,  spec-  
t a c u l a r  advances of Sov ie t  s c i e n c e  i n  t h e  m i l i t a r i l y -  a r i e n t e d  
f i e l d s  were probably  achieved a t  g r e a t  expense in terms of 
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total r e s o u r c e s .  The present  regime's heavy emphasis on 
r a i s i n g  o v e r - a l l  p r o d u c t i v i t y  and c r e a t i n g  a more favorable  
atmosphere for p r o f e s s i o n a l  a c t i v i t y  i n  a l l  f i e l d s  probably 
i n d i c a t e s ,  t h a t  i t . c a n  no longer s u s t a i n  such i n e f f i c i e n t  use 
of its q.atura1 and human r e s o u r c e s .  

. ,  
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SOVIET VIEWS OF CAPITALISM 

I .  FOREWORD I 
The 'purpose  of the p i e s e n t  s t u d y  is t o  examine t h e  ele- 

ments of c o n t i n u i t y  and change and t h e  i n d i c a t i o n s  of uncer-  
t a i n t y  and c o n f l i c t  i n  postwar S o v i e t  views of capitalism, 
and t o  a t tempt  t o  determine t h e  i m p l i c a t i o n s  of t h o s e  views 
on S o v i e t  p o l i a i e s .  As a major  component of the  o v e r - a l l  
S o v i e t  appraisal of t he  i n t e r n a t i o n a l  s i t u a t i o n ,  t h e  Sov ie t  
views of cap i ta l i s t  economic developments undoubtedly p l a y  
an  impor tan t  r o l e  i n  t h e  d e c i s i o n s  t h a t  determine Sov ie t  
p o l i c i e s  a t  home and abroad. What is the  economic s t r eng th  
and s t a b i l i t y  of t h e  c a p i t a l i s t  world? W i l l  the capitalist  
world be able t o  avoid  depress ion?  W i l l  it a t t empt  t o  escape 
depres s ion  by r e s o r t i n g  t o  war? W i l l  such  wars break o u t  
wi th in  the cap i t a l i s t  world or w i l l  t hey  be directed a g a i n s t  
t h e  S o v i e t  Union? The answers t o  these a n d  s imil iar  
q u e s t i o n s  about  the capi ta l is t  world have been a major con- 
c e r n  for the  S o v i e t  leaders and a major target f o r  S o v i e t  
e x p e r t s  s i n c e  World War 11. 

I n  a r r i v i n g  a t  t he i r  estimates of t he  i n t y r n a t i o n a l  s i t u a -  
t i o n  the  S o v i e t  leaders, by v i r t u e  of t h e  immense importance 
t h e y  a t tach  to t h e  economic aspects of Marxist  d o c t r i n e ,  have 
always pa id  c o n s i d e r a b l e  a t t e n t i o n  t o  f o r e i g n  economic develop- 
ments. S t e a d f a s t l y  adhe r ing  to the basic Marxis t  t e n e t  t h a t  
capitalism faces i n e v i t a b l e  doom, S o v i e t  spokesmen have re- 
p e a t e d l y  pred ic ted  t h a t  t h e  c a p i t a l i s t  world is approaching 
a major economic depres s ion ,  w i t h  d i s a q t r o u s  consequences 
f o r  its pol i t ical  u n i t y  and powek p o s i t i o n  r e l a t i v e  t o  the 
Communist world. I n  t h e  face of such  p r o s p e c t s  Moscow has 
obvious ly  kept  a watchfu l  eye  on f o r e i g n  economic develop- 
ments,  eve r  s e a r c h i n g  f o r  symptoms i n d i c a t i n g  t h e  t iming ,  
i n t e n s i t y ,  and d u r a t i o n  of t h e  a n t i c i p a t e d  cr is is .  

The t a s k  of a s c e r t a i n i n g  t h e  views of t h e  S o v i e t  leader- 
ship on capitalist  economic developments is conf ron ted  by 
formidable  d i f f i c u l t i e s ,  n o t  t h e  least  of which are t h e  m0no- 
l i t h i c  un i fo rmi ty  and p r o p a g a n d i s t i c  character of S o v i e t  pro- 
nouncements. How can  one be c e r t a i n  t h a t  t h e  a l l e g a t i o n s  
of S o v i e t  spokesmen n e s e a s a r i l y  reflect the  a c t u a l  t h i n k i n g  
of the leadership? Although no d e f i n i t i v e  s o l u t i o n  t o  t h i s  
problem is p o s s i b l e ,  there are c e r t a i n  t e n d e n c i e s  i n  the  be- 
hav io r  of S o v i e t  t o t a l i t a r i a n i s m  which do o f f e r  some c l u e s  
for a n a l y s i s .  I n  t he  first p l a c e ,  S o v i e t  pronouncements can 
be analyzed wi th  c o n s i s t e n c y  and c l a r i t y ,  because t h e y  are 
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dominated by c e n t r a l i z e d ,  known purposes  tha t  have been de- 
f i n e d  by t h e  l e a d e r s h i p  and t h a t  have a cons tancy  a b s e n t  in 
n o n a u t h o r i t a r i a n  states. Thus S o v i e t  spokesmen are bound to 
c l i n g  t o  the or thodox l i n e ,  u n t i l  i t  is modif ied  from above. 
Moreover,i ' s i n c e  t h e  S o v i e t  l e a d e r s h i p  prof  esses a l l e g i a n c e  
t o  a p u r p o r t e d l y  r a t i o n a l  sys t em of i d e a s ,  i t  is o b l i g e d  t o  
e x p l a i n r  e v e r y  c o u r s e  of a c t i o n  r a t i o n a l l y  in terms of o r tho -  
dox i d e o l o g i c a l  formulae.  T r a d i t i o n a l l y  c o n s e r v a t i v e  abou t  
i ts i d e o l o g i c a l  l e g a c y ,  t h e  S o v i e t  l e a d e r s h i p  does n o t  tamper 
with i t  i n  t h e  absence  of a p r e s s i n g  motive.  Hence, a n a l y s i s  
of t h e  m o d i f i c a t i o n s ,  r e a d j u s t m e n t s ,  and c o n t r a d i c t i o n s  in 
t h e s e  i d e o l o g i c a l  formulae  may not o n l y  provide 8 means of 
measuring t h e  d e p t h  and impor tance  of a c t u a l  p o l i c y  trends,  
b u t  may a lso,  when viewed a g a i n s t  t h e  background of t h o s e  
t r e n d s ,  i l l u m i n a t e  some of t h e  unde r ly ing  rea l i t i es  govesn- 
i n g  S o v i e t  t hough t  and a c t i o n .  

S i n c e ' t h e r e  is no d i r e c t  source material t h a t  t e l l s  us 
s p e c i f i c a l l y  how t h e  S o v i e t  leaders view t h e  c o u r s e  of capital-  
ist economic development or what e f f e c t  t h e i r  views have on 
p o l i c y  d e c i s i o n s ,  i t  is n e c e s s a r y  t o  r e l y  p r i m a r i l y  upon in- 
ferences drawn from t h e i r  p u b l i c  pronouncements and from t h e  
w r i t i n g s  of p r o f e s s i o n a l  S o v i e t  economists .  During t h e  pre-  
war p e r i o d  a s p e c i a l  sector of Varga's I n s t i t u t e  of World 
Economy and World P o l i t i c s  of t h e  USSR Academy of Sc iences  
w a s  r e p o r t e d l y  r e s p o n s i b l e  for basic economic i n t e l l i g e n c e  
r e s e a r c h  a n d  r e p o r t i n g  i n  t h e  USSR. I t  was t h e  p a r t i c u l a r  
miss ion  of t h i s  u n i t  t o  p rov ide  e v a l u a t e d  r e p o r t s  and  esti-  
mates t o  t h e  S o v i e t  l e a d e r s h i p  on t r e n d s  i n  t h e  c a p i t a l i s t  
economies. 

I 

Whether t h e  postwar  channel4  are t h e  same is n o t  known. 
I n  October 1947 t h e  Economics I n s t i t u t e  of t h e  USSR Academy 
of Sc iences  took over  t h e  f u n c t i o n  of t h e  I n s t i t u t e  of World 
Economy a n d  World Po l i t i c s ,  and  ContiQued t o  s u p e r v i s e  re- 
s e a r c h  on f o r e i g n  economies u n t i l  August 1955, when a new 
o r g a n i z a t i o n , '  The I n s t i t u t e  of t h e  Economy of Modern C a p i t a l -  
i s m ,  was formed i n  t h e  USSR Academy of  Sc iences .  I t  is, of 
c o u r s e ,  p o s s i b l e  t h a t  because  of t h e  cont inuous  cr i t ic ism to 
which t h e  Economics I n s t i t u t e  was exposed d u r i n g  the postwar 
period it  was DO l o n g e r  e n t r u s t e d  w i t h  an i n t e l l i g e n c e  and 
e v a l u a t i o n  f u n c t i o n .  However, En view of t h e  complexi ty  of 
t h e  d a t a  on c a p i t a l i s t  economic developments,  as w e l l  as the 
f a c t  t h a t  t he  Ecsoomics X n s t i t u t e  and its s u c c e s s o r  c o n t a i n  
t h e  foremost  collection of economic t h e o r e t i c i a n s  and t e c h ~ i -  
c i a n s  in t h e  USSR, i t  seems p l a u s i b l e  t h a t  t h e  Kremlin con- 

a n a l y s i s  and r e p o r t i n g .  The p u b l i c a t i o n s  o f  p r o f e s s i o n a l  
t i n u e d  t o  r e l y  upon p r o f e s s i o n a l  economists f o r  i n t e l l i g e n c e  ~ 
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S o v i e t  economists c o n s t i t u t e  a pr imary  s o u r c e  f o r  many of t h e  
o b s e r v a t i o n s  of t h e  p r e s e n t  s t u d y ,  and t h e y  are b e l i e v e d  to 
prov ide  a r e a s o n a b l e  p o i n t  of d e p a r t u r e  for hypo thes i z ing  on 
t h e  a c t u a l  views l i k e l y  t o  be h e l d  by t h e  Kremlin. 

Given t h e  extreme p o l i t i c a l  p r e s s u r e s  and  i d e o l o g i c a l  
cowpulsPons o p e r a t i n g  w i t h i n  t h e  Soviet t o t a l i t a r i a n  p o l i t y ,  
it seems h i g h l y  d o u b t f u l  t h a t  S o v i e t  i n t e l l i g e n c e  r e p o r t s  
(as d i s t i n c t  from p u b l i c a t i o n s  of  p r o f e s s i o n a l  economis ts )  
cou ld  have provided  t h e  Kremlin w i t h  a c c u r a t e ,  o b j e c t i v e  
a n a l y s e s  of i s r a i g n  econsgnic t r e n d s  d u r i n g  S t a l i n ' s  l i f e t j m e .  
In t h e  prewar p e r i o d  S t a l i n  h imse l f  is r e p o r t e d  to have com- 
p l a i n e d  a b o u t  t h e  p r o p a g a n d i s t i c  character of t h e  economic 
i n t e l l i g e n c e  r e a c h i n g  him, w i t h  the r e s u l t  t h a t  t h e  s p e c i a l  
sector of Vaxga's I n s t i t u t e  r e p o r t e d l y  resolved t h e  dilemma 
by c o l l e c t i n g  q u o t a t i o n s  from cap i t a l i s t  p u b l i c a t i o n s  and i n -  
t r o d u c i n g  them w i t h  t h e  caveat t h a t  t h e y  r e p r e s e n t e d  "bour- 
geois propaganda"! I t  is also i n s t r u c t i v e  t h a t  even i n  t h e i r  
o v e r t  a c t i v i t i e s  Sovie t  economis ts  were u n a b l e  i n  S t a l i n ' s  
l i f e t i m e  t o  p r e p a r e  t h e  g e n e r a l  textbook on p o l i t i c a l  economy 
t h a t  had been demanded by t h e  p o l i t i c o s  s i n c e  a t  l ea s t  1948. 
Memories of  t h e  blood purges  of t h e  t h i r t i e s  and t h e  general 
d e t e r i o r a t i o n  of t h e  domestic p o l i t i c a l  a tmosphere under  S t a l i n  
were almost c e r t a i n l y  u n l i k e l y  t o  promote any h e r o i c  searches 

government. 

I 

I f o r  objective t r u t h  by S o v i e t  p r o f e s s i o n a l s  i n  or out of the 1 

a t  is n e c e s s a r y  t o  d i s t i n g u i s h  between analyses of foreign 
economic t r e n d s  and factaaal r e p o r t i n g  on t h e  p h y s i c a l  growth 
of n a t i o n a l  pomfer. Thnaks t o  t h e  e a s y  access to i n fo rma t ion  
i n  free societ ies  a n d  the e f f i c i e n c y  o f , i t s  own c o v e r t  i n t e l -  
l i g e n c e  s e r v i c e s ,  t h e  Kremlin un4ues t ionab ly  en joyed  ueggaral- 
l e l e d  s u c c e s s  i a a  ob ta in ing  f a c t u a l  data on t r e n d s  i n  f o r e i g n  
i n d u s t r i a l  and m i l i t a r y  product ion .  The r a p i d  growth of  West- 
e r n  i n d u s t r i a l - m i l i t a r y  poaes after Korea was obvious t o  even 
the  most confirmed Soviet  Marxist. However, t h e  problem. of 
de te rmin ing  whether  t h i s  growth An p h y s i c a l  power was %eallthy** 
i n  an economic sense, whether i t  would complicate t h e  COUF~SQ 
of f u t u r e  economic development and lead t o  crises and c o l l a p s e ,  
w a s  an  a n a l y t i c a l  task for t e c h n i c i a n s  familiar w i t h  t h e  pecu- 
l i a r i t i e s  0% f o r e i g n  ~ ~ l h o m i c  and p o l i t i c a l  l i f e .  The p r e s e n t  
s t u d y  is concssaaed w i t h  the Smiet a n a l y s e s  of f o r e i g n  ecsmoxnic 
t r e n d s  and n o t  with S o v i e t  factasaa repor tBng of.physAcaP data 
on Western product ion .  

The problem of de t e rmin ing  t h e  i n f l u e n c e  of Marxist doc- 
t r i n e  on S o v i e t  views of capitda~isna is, of c o u r s e ,  of no l i t t l e  
importance.  There is ,  however; a danger  i n  tisaS&#g Mrs&Lat' 
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d o c t r i n e ,  or rather the  o f f i c i a l  S o v i e t  v e r s i o n s  of i t ,  as 
an i n f l e x i b l e  and i n t e g r a t e d  sys t em of  i d e a s ,  v a l i d  f o r  a l l  
h i s t o r i c a l  per iods.  I n  f a c t ,  v a r i o u s  e l emen t s  of Marxism 
i n  the  S q v i e t  Union have updergone e r o s i o n  and change under 
t he  i m p a c t  of i n e x o r a b l e  c i rcumstance .  The re fo re ,  from an  
i n t e l l i g e n c e  s t a n d p o i n t ,  it is pe rhaps  more u s e f u l  t o  attempt 
to i d e n t i f y  t he  s o c i a l  r ea l i t i es  u n d e r l y i n g  t h e  changing So- 
v i e t  d o c t r i n a l  formulae than  t o  a t t e m p t  t o  de te rmine  the de- 
gree 'of i n t e l l e c t u a l  c o n v i c t i o n  or i d e o l o g i c a l  zeal e n t e r  - 
t a i n e d  by t h e  S o v i e t  leaders a t  any p a r t i c u l a r  t i m e .  

Although t h e  Kremlin has endeavored t o  cloak its a c t i o n s  
behind a facade of m o n o l i t h i c  u n i t y ,  t h e  o c c a s i o n a l  e rup t ions  
of  d i s o r d e r  i n  polemics  and p o l i c y  have provided  a gl impse 
of t h e  c o n f l i c t  of f o r c e s  and movement of  ideas o p e r a t i n g  
w i t h i n  t h e  S o v i e t  h i e r a r c h y .  Even i n  the  absence of precise 
knowledge of the i n n e r  workings of t h e  S o v i e t  l e a d e r s h i p ,  
s u c h  major landmarks of postwar S o v i e t  h i s t o r y  as the Varga 
he resy  and S t a l i n ' s  las t  a r t ic le ,  t o  mention a f e w ,  have 
s e r v e d  t o  h i g h l i g h t  the basic i s s u e s  and d i s p u t e s  t h a t  con- 
f r o n t e d  the,leadership when i t  a t tempted  t o  a s s a y  postwar  
developments i n  t h e  c a p i t a l i s t  world. Given the h igh  stakes 
of S o v i e t  p o l i c y ,  the complexi ty  of the  basic problems,  and 
the  d i v e r s i t y  of t h e  con tend ing  p e r s o n a l  and group i n t e r e s t s ,  
i t  is n o t  s u r p r i s i n g  t h a t  c o n f l i c t i n g  concep t ions  of i n t e r -  
n a t i o n a l  rea l i t i es  and t h e i r  i m p l i c a t i o n s  for S o v i e t  p o l i c y  
c o n t i n u a l l y  p lague  the S o v i e t  leadership. 

on capi ta l ism,  the  p r e s e n t  s t u d y  is focused  on t h e  problem 
of the p o s i t i o n  of t h e  i n t e l l e c t u a l  i n - S o v i e t  s o c i e t y .  As 
t h e  i n d i v i d u a l  upon whom t h e  Kremlin relies for t e c h n i c a l  

I n  a d d i t i o n  t o  examining the  c o n t e n t  of  S o v i e t  t h i n k i n g  

gu idance ,  the  p r o f e s s i o n a l  is p e r p e t u a l l y  badgered by c o n f l i c t -  
i n g  demands of t e c h n i c a l  accu racy ,  p r o f e s s i o n a l  hones ty ,  pol i t -  
ical  expediency ,  and d o c t r i n a l  or thodoxy.  The changes i n  
t h e  postwar i n t e l l e c t u a l  climate and t h e  r e s u l t i n g  deforma- 
t i o n  of p r o f e s s i o n a l  a c t i v i t y  i n t o  po l i t i ca l  propaganda are 
both an  i n t e r e s t i n g  s i d e l i g h t  of - S o v i e t  h i s t o r y  and a trouble- 
some legacy  of t h e  p r e s e n t  S o v i e t  l e a d e r s h i p .  I t  is b e l i e v e d  
t h a t  t r e n d s  i n  S o v i e t  p o l i c y  toward i n t e l l e c t u a l s ,  p a r t i c -  
u l a r l y  those  i n d i v i d u a l s  f o l l o w i n g  developments i n  the non- 
S o v i e t  wor ld ,  w i l l  p rov ide  one of t h e  best i n d i c a t o r s  of 
chanfzes i n  S o v i e t  s o c i e t y  and,  more i m p o r t a n t ,  t h e  perlpanency 
of changes i n  Soqwt s ta te  policies. Developments l a  t h e  i n t e l -  
l e c t u a l  f i e l d  c o n s t i t u t e  a r ich ,  though r e l a t i v e l y  untopped, 
source of in te l l igence  on t h e  USSR. 

In a certain s e n s e , :  the p r e s e n t  s t u d y  is in t ended  as an 
inves tment  i n  t h e  f u t u r e ,  insofar as i t  is s u c c e s s f u l  in l a y i n g  
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the base f o r  a n t i c i p a t i n g  f u t u r e  developments.  I t  p u r p o r t s  
t o  c o n t a i n  n o t  an e x h a u s t i v e  r e c o r d  of the  e v e n t s  r e l a t i n g  
t o  S o v i e t  views of c a p i t a l i s m ,  b u t  rather an  a n a l y s i s  of 
t h o s e  l e a d i n g  e v e n t s  w h i c h , a r e  though t  t o  have molded t h e  
main l i n e s  of developmentz A t t e n t i o n  has been directed ve ry  
g e n e r a l l y  t o  c e r t a i n  selected e v e n t s  and c o n t r o v e r s i e s  which, 
though t h e y  took place w e l l  b e f o r e  t h e  period under i n v e s t i g a -  
t i o n ,  are b e l i e v e d  t o  be h e l p f u l  i n  a p p r a i s i n g  t h e  s i g n i f i -  
cance' of  much of l a t e r - d a y  S o v i e t  t h ink ing .  I t  is also hoped 
t h a t  t h e  pres 'eht s t u d y  w i l l  demonst ra te  t h a t  c e r t a i n  areas of 
research on S o v i e t  thought  can ,  i n  terms of t i m e  and r e s u l t s ,  
be more e f f i c i e n t l y  and s u c c e s s f u l l y  pursued w$thin t h e  i n -  
t e l l i g e n c e  community i t s e l f  rather t h a n  by e x t e r n a l  research. 
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11. AdARXIST VIEWS OF CAPITALISM: THE HISTORICAL SETTING 

1. Since  its. appearance as a r e v o l u t i o n a r y  f o r c e  i n  Europe, 
Marxism 4has been t h e  ceater of e n d l e s s  i n t e l l e c t u a l  con t rove r sy  
and b i t t e r  f a c t i o n a l  d i s c o r d  between Marxis t s  and reformists 
w i t h i n  e a c h  n a t i o n a l  p a r t y  and w i t h i n  t h e  soc i a l i s t  movement 
a t  large. The emergence of new c o n d i t i o n s  i n  l a te  n i n e t e e n t h  
c e n t u r y  c a p i t a l i s a - - t h e  s t a b l i z a t i o n  and expansion of pro- 
duc'tion a t  home and ove r seas ,  t h e  g e n e r a l  r ise  i n  l i v i n g  s t a n d -  
a rds ,  t h e  growth of t h e  middle class i n  i n d u s t r y  and govern- 
ment, t he  i n c r e a s e  i n  l a b o r ' s  p o l i t i c a l  i n f l u e n c e ,  and the 
broadening base  of par l i amen ta ry  democracy--registered a pro- 
found e f f e c t  on t h e  r e v o l u t i o n a r y  t r a d i t i o n s  and p o l i t i c a l  
programs of s o c i a l i s t s  everywhere.  In response  t o  t h e s e  
s o c i a l  changes ,  t h e  i n t e l l e c t u a l  and p o l i t i c a l  leaders of 
European s o c i a l i s m  sought  new p e r s p e c t i v e s  upon which t o  base 
t h e i r  soc ia l  ph i losoph ies  and shape  t h e i r  p o l i t i c a l  programs. 

2.  The e f f e c t s  of t h e  changes i n  c a p i t a l i s m  were t o  
s t r i k e  a t  t h e  very  founda t ions  of Marxism and t o  c h a l l e n g e  
many of its basic concepts .  Could c a p i t a l i s m  be r e g u l a t e d  
and s tab i l ized?  Could t h e  p r o l e t a r i a t  g a i n  power p e a c e f u l l y  
w i t h i n  t h e  framework of t h e  c a p i t a l i s t  s tate? Could the 
c a p i t a l i s t  states e n t e r  i n t o  a new phase of combining t o  s h a r e  
i n  t h e  d i v i s i o n  of world resources? The d i v e r g e n t  answers  
g iven  t o  t h e s e  basic q u e s t i o n s  by Marxists and r e f o r m i s t s  
marked t h e  t u r b u l e n t  h i s t o r y  of t h e  s o c i a l i s t  movement and 
produced i n t e r m i n a b l e  debate and i r r e c o n c i l a b l e  d i f f e r e n c e s  
over  bo th  t h e  o r i g i n a l  s u b s t a n c e  of Marxist t heo ry  and t h e  
p r e s s i n g  q u e s t i o n s  of s t r a t e g y  and tactics. The changes in 
Capi t a l i sm i n  t h e  pe r iod  b e f o r e  World War I genera ted  af 
i n t e l l e c t u a l  fe rment  which w a s  exp res sed  p o l i t i c a l l y  i n  t h e  
format ion  of d i s c o r d a n t  groupings  w i t h i n  t h e  Second I n t e r -  
n a t i o n a l ,  t h e  p r i n c i p a l  wings of which were headed by Edward 
Ber-nstein on t h e  R igh t ,  Karl Kautsky i n  t h e  Cen te r ,  and Lenin 
on t h e  extreme L e f t .  

3. - B e r n s t e i n ,  whose d o c t r i n e s  became known as r e v i s i o n -  
ism and whose s u p p o r t e r s  i nc luded  a m o t l e y  grouping of social  
r e f o r m e r s ,  b e l i e v e d  t h a t  t h e  fundamental  t e n e t s  of Marxism 
had been g e n e r a l l y  i n v a l i d a t e d  by t h e  later developments i n  
c a p i t a l i s m .  H e  observed t h a t  t h e  p r o s p e c t s  f o r  g r e a t  p o l i t -  
i ca l  c a t a s t r o p h e s  had been d iminished  by t h e  democra t i za t ion  
of t h e  modern c a p i t a l i s t  n a t i o n s ,  and he ld  t h a t  t h e  c o l l a p s e  
of c a p i t a l i s m  w a s  n o t  imminent. Hence, he argued a g a i n s t  
t h e  adop t ion  of tactics t h a t  assumed t h e  immediate !outbreak 
of a great social r e v o l u t i o n ,  and he preached e v o l u t i o n  and 
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c o l l a b o r a t i o n  r a t h e r  t h a n  r e v o l u t i o n  and class c o n f l i c t .  
He p o i n t e d  t o  t h e  g r a d u a l  improvement of t h e  workers '  l o t  
though such  measures  as f a c t o r y  l e g i s l a t i o n ,  t r a d e  union 
a c t i o n ,  and d e m o c r a t i z a t i o n ,  and ma in ta ined  t h a t  t h e  g r a d u a l  
movement$(torward of t h e  working class was e v e r y t h i n g ,  t h e  
f i n a l  a i m  of s o c i a l i s m  noth ing .  In  de fense  of t h e  n a t i o n a l  
s tate and t h e  p e a c e f u l  t r a n s i t i o n  t o  s o c i a l i s m ,  B e r n s t e i n  
i n s i s t e d  t h a t  t h e  i n t e r e s t s  of t h e  workers  tended t o  become 
i d e n t i c a l  w i t h  t h o s e  of. t h e  h i g h l y  developed democra t ic  
state. I n  g e n e r a l ,  he doubted t h e  i n e v i t a b i l i t y  of s o c i a l i s m  
and i n s t e a d  a rgued  i n  f a v o r  of its d e s i r a b i l i t y .  

4. Kautsky , whose s u p p o r t e r s  cons ide red  themselves  
l lorthodox U r x i s t s "  and formed t h e  l a r g e s t  group i n  t h e  
Second I n t e r n a t i o n a l ,  w a s  d u r i n g  t h e  p e r i o d  of t h e  prewar 
I n t e r n a t i o n a l  its l e a d i n g  t h e o r i s t ,  who in la ter  l i f e  w a s  
t o  become a s e v e r e  c r i t i c  of t h e  S o v i e t  regime. Although 
Kautsky , l i k e  h i s  Russian Menshevik a d h e r e n t s ,  was a d d i c t e d  
t o  " r e v o l u t i o n a r y  phraseology" and s u b s c r i b e d  t o  t h e  or thodox 
Marxis t  concep t s  of class, crisis, and r e v o l u t i o n ,  he stressed 
i n  The Road t o  Power (1909) t h a t  t he  p r o l e t a r i a t  could  " w e 1 1  
a f f o r d  t o  t r y  as l o n g  as p o s s i b l e  t o  p r o g r e s s  through s t r i c t l y  
l e g a l  methods a l o n e .  ** Unlike Berns t e i n  , he accep ted  Marx's 
l a w s  of t he  decay of c a p i t a l i s m ,  b u t  he tended t o  i n t e r p r e t  
them i n  terms of p e a c e f u l  development,  p l a c i n g  emphasis on 
t he  i n e v i t a b i l i t y  of s o c i a l i s m  as t h e  c l imax of a very  l eng thy  
p rocess  of development i n  which t h e  c o n t r a d i c t i o n s  of cap i ta l -  
i s m  would become i n c r e a s i n g l y  e v i d e n t .  Although r ega rded  by 
Lenin i n  t h e  p e r i o d  b e f o r e  World War I as a r e v o l u t i o n a r y  
Marx i s t ,  Kautsky in p r a c t i c e  advocated a program of g r a d u a l i s m  l 

and re form.  
p r o l e t a r i a t ,  by u t i l i z i n g  the  i n s t r u m e n t s  of l i be ra l  democracy, 
cou ld  i n c r e a s e  its s t r e n g t h  w i t h i n  t h e  framework of t h e  c a p i -  
t a l i s t  s ta te  and o b t a i n  fundamental  concess ions  from t h e  
c a p i t a l i s t s .  

l lultra-inperia&iLsm," which w a s  b i t t e r l y  a t t a c k e d  by Lenin i n  
Imper i a l i sm,  The Highes t  S tage  of C a p i t a l i s m  (1916). Follow- 
ing i n  t h e  f o o t s t e p s  of Rudolf H i l f e r d i n g ,  t h e  German neo- 

I 

Abhorr ing  v i o l e n c e ,  ,Kautsk,y b e l i e v e d  t h a t  t h e  

5 .  During World War I Kautsky developed t h e  concept  of 

Marxis t  , Kautsky advanced t h e  t h e s i s  t h a t  peace fu l  e x p l o i  ta- 
t i o n  of world r e s o u r c e s  by a l l i e d  c a p i t a l i s t s  was p o s s i b l e .  
He argued t h a t  economic monopolies were compat ib le  w i t h  
nonmonopol i s t ic  , n o n v i o l e n t ,  nooexpans ionis  t methods i n  
p o l i t i c s ,  and ma in ta ined  t h a t  imper i a l i sm w a s  no t  t h e  o n l y  
o r  even t h e  f i n a l  s t a g e  of modern c a p i t a l i s m ,  a s  Lenin was 
la te r  t o  assert ,  b u t  on ly  one of t h e  forms of t h e  p o l i c y  of 
modern c a p i t a l i s m  a g a i n s t  which t h e  P r o l e t a r i a t  shou ld  s t r u g g l e .  



By s u g g e s t i n g  t h e  p o s s i b i l i t y  t h a t  t h e  c a p i t a l i s t  world could  
be o rgan ized  e i t h e r  by agreement between t h e  great monopolies 
or  by the dominat ion of t h e i r  most powerful r e p r e s e n t a t i v e s ,  
Kautsky raised doubts  t h a t  were t o  con t inue  t o  t r o u b l e  Marxis t s  
everywhe,$e. 

s c h o l a r l y  a t t a c k  a g a i n s t  Marx's t heo ry  of t h e  i n e v i t a b l e  col- 
lap,se:of c a p i t a l i s m  f o r  economic r e a s o n s  was Rudolf B i l f e r d i n g ,  
t h e  theo re t i ca l1  spokesman of t h e  German Independent S o c i a l i s t  
P a r t y  and a u t h o r  of Finance C a p i t a l  (1910). H i l f e r d i n g  d i -  
rected h i s  a t t e n t i o n  t o  t h e  growth of monopolies under capi- 
t a l i s m  a n d  a r r i v e d  a t  a conc lus ion  d i f f e r e n t  from Marx's,  
namely, t h a t  through c o n c e n t r a t i o n  c a p i t a l i s m  might g a i n  
i n t e r n a l  s t a b i l i t y .  I n  i n t e r n a t i o n a l  r e l a t i o n s ,  he foresaw 
t h e  development of a #*general  ca r te l  through which the  c a p i -  
t a l i s t  monopolies c o u l d  j o i n t l y  e x p l o i t  wor ld  resources. I n  
h i s  l a te r  y e a r s  H i l f e r d i n g  became a main advoca te  of the con- 
c e p t  of "organized" or "planned" c a p i t a l i s m .  He argued  t h a t  
as t h e  r e s u l t  of f i n a n c i a l  and i n d u s t r i a l  c o n c e n t r a t i o n ,  
t h e  f l u c t u a t i o n s  i n  t h e  b u s i n e s s  c y c l e  would tend  t o  become 
m i l d e r  as t i m e  went on, and t h a t  i n s t e a d  of i n e v i t a b l e  c o l l a p s e  
t h e  cycle might take t h e  shape of mere cont inuous  rises and 
f a l l s  i n  p roduc t ion  and p r o f i t s .  Hence, H i l f e r d i n g  l a i d  t h e  
theore t ica l  basis f o r  t he  t r a n s i t i o n  of monopoly c a p i t a l i s m  
i n t o  a planned economy s u s c e p t i b l e  t o  e v e r - i n c r e a s i n g  p r e s s u r e  
and c o n t r o l  by t h e  working c lass .  

i s m ,  Lenin stood as the  uncompromising exponent  of a l l  t h e  
r e v o l u t i o n a r y  a s p e c t s  of Marxism: He stressed the i r r e c o n -  
c i l a b i l i t y  of t h e  class c o n f l i c t  and advocated t h e  m i l i t a n t  
s t r u g g l e  of t h e  p r o l e t a r i a t  a g a i n s t  a l l  t h e  i n s t i t u t i o n s  of 
t h e  bourgeois  s tate.  I n  h i s  Imper ia l i sm and la ter  i n  S t a t e  
and Revolu t ion  (1917), Lenin waged a r e l e n t l e s s  t h e o r e m  
s t rugg le  a g a i n s t  t h e  s o - c a l l e d  "Kautskian pe rve r s ions"  of 
Marx. He  denied  t h e  p o s s i b i l i t y  of c a p i t a l i s m  overcoming t h e  
anarchy  of product ion  by monopoly-capi ta l i s t  p l ann ing  and of 
a non-expans ionis t  c a p i t a l i s m .  In  r e p l y  t o  Kautsky 's  con- 
c e p t  of "ultra-jonperialism,". h n i n  s ta ted t h a t  t h e  g e n e r a l  
l a w  of t he  uneven development of c a p i t a l i s m  would r ende r  
any i n t e r i m p e r i a l i s t  agreement ephemeral and a mere p re lude  
t o  new c o n f l i c t s  f o r  t h e  r e d i v i s i o n  of t h e  world.  According 
t o  Lenin ,  t h e  c a p i t a l i s t  s tates were d e s t i n e d  t o  s u f f e r  from 
c r i s d s  of overproduct ion  which they  would seek t o  overcome 
by a i t e m p t i n g  t o  secure f o r e i g n  markets .  I n  t h e  r e s u l t a n t  
compe t i t i on  t h e y  would c l a s h  in i m p e r i a l i s t  wars which would 
weaken t h e  c a p i t a l i s t  front and pave t h e  way f o r  t h e  u l t i m a t e  

6. '  The first of t h e  r e f o r m i s t s  t o  di rect  a wel l -organized ,  

7 .  Agains t  t h e s e  r e f o r m i s t  i n t e r p r e t a t i o n s  of c a p i t a l -  
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v i c t o r y  of t h e  p r o l e t a r i a t .  For Lenin and h i s  S o v i e t  s u c -  
cessors, imper i a l i sm was t h e  u l t i m a t e  f i n a l  s t a g e  of c a p i -  
talism i n  which t h e  d e c i s i v e  s t r u g g l e  f o r  its overthrow was 
t o  be fought .  

and r e f o r m i s t s  over  t r e n d s  i n  c a p i t a l i s m  l a y  a t  t h e  r o o t  of 

World. War I. I n  Western Europe, where reformism had taken  
f iFm hold  and  had sapped t h e  roots  of r e v o l u t i o n a r y  f e r v o r ,  
t h e  s o c i a l i s t  p a r t i e s  were t o  y i e l d  t o  t h e  demands of n a t i o n a l  
i n t e r e s t  and t o  fo rmula t e  programs of social  democracy w i t h i n  
t h e  framework of t h e  c a p i t a l i s t  s y s t e m .  I n  R u s s i a  t h e  Marxist- ' 

/ I  

8 '' These theo re  t i c a i  d i v e r g e n c i e s  be tween Marxists 

I t h e  ac tua l  d i f f e r e n c e s  i n  t h e i r  behavior  d u r i n g  and a f t e r  ! 

L e n i n i s t  concep t s  of c a p i t a l i s m ,  which had played such  a 
v i t a l  p a r t  i n  t h e  shap ing  of Bolshevik s t r a t e g y  and tact ics ,  1 

w e r e  t o  f i n d  a c o n c r e t e  proving  ground f o r  r e v o l u t i o n a r y  I 
1 

a c t i o n .  To t h e  S o v i e t  l e a d e r s  confronted  wi th  t h e  d u a l  t a s k  
of governing a n a t i o n a l  s ta te  and c a r r y i n g  o u t  a world re- 
v o l u t i o n ,  t h e  very  q u e s t i o n  of s u r v i v a l  and s u c c e s s  depended 
upon t h e  accuracy  of t h e i r  a p p r a i s a l  of t h e  forces a t  work 
w i t h i n  t h e  c a p i t a l i s t  world. 

9. Since  examinat ion of t h e  d i v e r g e n t  i n t e l l e c t u a l  
and p o l i t i c a l  t r e n d s  i n  S o v i e t  and Western Marxism i n  t h e  
i n t e r w a r  pe r iod  is beyond t h e  scope  of t h e  p r e s e n t  s t u d y ,  i t  
may be u s e f u l  t o  assess t h e  r e l e v a n c e  of t h e  e a r l y  con t ro -  
v e r s i e s  t o  l a t e r - d a y  th ink ing .  F i r s t ,  t h e s e  e a r l y  c o n t r o v e r s i e s  
i l l u m i n a t e  t h e  c r i t i ca l  importance of t heo ry  i n  Marxist 

i n g  t o  e x p l a i n  s c i e n t i f i c a l l y  t h e  p rocess  of social  develop- 
ment,  t heo ry  w a s  t h e  a n v i l  on which th? p r a c t i c a l  problems of 
s t ra tegy  and tac t ics  were hammer'ed o u t .  Second, even a f t e r  
t h e  monoli th  of S t a l i n i s t  t o t a l i t a r i a n i s m  had enveloped 
S o v i e t  s o c i e t y  and had pu lve r i zed  o p p o s i t i o n ,  t heo ry  remained 
t h e  v e h i c l e  i n  which con t rove r sy  w a s  exp res sed ,  d i s c i p l i n e  
e n f o r c e d ,  and p o l i c y  r a t i o n a l i z e d .  Because t h e o r e t i c a l  ce r t i -  
tude  was r e q u i r e d  t o  e n s u r e  i d e o l o g i c a l  appea l  and t o  s a n c t i f y  
p o l i t i c a l  a c t i o n ,  t h e o r e t i c a l  e r r o r  was t o  be r ega rded  as of 
t h e  most s e r i o u s  consequence. L a s t l y ,  t h e  fundamental  ques- 
t i o n s  of t heo ry  and p o l i c y  t h a t  had been argued over  i n  t h e  
e a r l y  c o n t r o v e r s i e s  were, d e s p i t e  t h e  e x i s t e n c e  of n a t i o n a l  
boundar ies  and i r o n  c u r t a i n s ,  t o  remain t h e  l egacy  of S o v i e t  
Marxism d u r i n g  t h e  i n t e r w a r  p e r i o d  and af terwa-rd.  The 
changes i n  c a p i t a l i s m  which had provoked t h e  e a r l y  d i s p u t e s  
over Marxism were t o  con t inue  t o  a f f e c t  t h e  base  of S o v i e t  
a t t i t u d e  and p o l i c y .  

thought .  To Marxists adhe r ing  t o  a u n i v e r s a l  phi losophy seek- I 
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111. THE VARGA HERESY AND ITS AFTERMATH 

The Varga Heresy 

10. I t  is clear from t h e  major speeches of the  S o v i e t  

, 
C! 

,, 
. I  

leaders i m m e d i a t e l y  af ter  World War I1 t h a t  t h e y  b e l i e v e d  
t h e  i p t e r n a t i o n a l  s i t u a t i o n  p r e s e n t e d  both improved oppor- 
t u n i t i e s  for e x p a n d i n g  S o v i e t  power and i n c r e a s e d  dangers  
t o  t h e  USSR e m a n a t i n g  from the cap i t a l i s t  w o r l d ,  p r i m a r i l y  

) t h e  US. On t h e  one hand, t he  d e s p e r a t e l y  weakened condi-  
t i o n  of Western Europe and  large par t s  of A s i a ,  t h e  convul- 
s ions  i n  t he  US economy a t t e n d i n g  t h e  conve r s ion  from war 
t o  peace, and t h e  p r o s p e c t s  f o r  a d e v a s t a t i n g  economic de- 
p r e s s i o n  in t h e  capi ta l is t  wor ld - -a l l  these provided  grounds 
for optimism. On the  other hand, t h e  tremendous i n c r e a s e  
i n  t h e  power and i n f l u e n c e  of t h e  US in w o r l d  a f fa i r s  gave  
cause  for grave  concern.  I n  view of these p e r s p e c t i v e s ,  
t h e  S o v i e t  leaders r e q u i r e d  an assessment  of t h e  forces a t  
work in t h e  c a p i t a l i s t  w o r l d  upon which t o  base t h e  broad 
g u i d e  l i n e s  of postwar po l i cy .  Io  t h i s  assessment  of the  
world s i t u a t i o n ,  great importance w a s  unques t ionab ly  attached 
t o  f o r e i g n  economic developments,  which t h e  Kremlin had 
t r a d i t i o n a l l y  r ega rded  as de te rminan t s  of p o l i t i c a l  a c t i o n .  

11. The Kremlin 's  e f f o r t s  to  come t o  g r i p s  w i t h  
postwar i n t e r n a t i o n a l  real i t ies  faced great d i f f i c u l t i e s  
a r i s i n g  from the  domestic campaign t o  e n s u r e  p o l i t i c a l  con- 
t r o l  and restore ideological orthodoxy. Concerned over  
t h e  g e n e r a l  w a r t i m e  r e l a x a t i o n  of p p l i t i c a l  c o n t r o l s  and 
t h e  widespread hopes of t h e  S o v i e t  people for change, t h e  
Kremlin had begun a small-scale campaign, even before t h e  
w a r  had ended,  t o  wipe o u t  t h e  effects of Western i n f l u e n c e  
and t o  impose a r i g i d  s t ra i t - jackekof  ideological ortho- 
doxy on S o v i e t  soc i e ty .*  S t a i i n ' s  speech of February  1946 

c l e a n i n g  by h i g h l i g h t i n g  t h e  cont inued  dangers  f a c i n g  the 
USSR from the capi ta l i s t  wor ld .  I n  contrast  w i t h  t h e  pre- 
v i o u s  t r e a t m e n t  of $he w a r  as a " f i g h t i n g  a l l i a n c e  of demo- 
c ra t ic  states against  fascism," S t a l i n  scrapped the w a r t i m e  

' c o a l i t i o n  ideology and placed t h e  c o n f l i c t  s q u a r e l y  i n  t he  

. had f ixed t h e  r a t i o n a l e  for  such  a n  ideological house- 

*For an  e x c e l l e n t  summary of t h e  ear ly  stages of t h i s  
development ,  see John S. C u r t i s s  a n d  Alex. Inke leq ,  "Marxism 
i n  t h e -  USSR:-the Recent Revival" ,  - P o l i t i c a l  Sc ience .  
Q u a r t e r l y  , September 1946 . 
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c o n t e x t  of t h e  s t r u g g l e  of t h e  two sys t ems  o f  c a p i t a l i s m  
and socialism, Fol lowing t h i s  speech ,  t h e  pace  of t h e  . 
ideological campaign was s t epped  up,  and its scope  was 
widened t o  cove r  a l l s t h e  p r o f e s s i o n a l  groups  i a  t h e  USSR. 

12. , 'Although t h e  S o v i e t  economis ts  were among t h o s e  
t o  feel t h e  f u l l  weight  of the i d e o l o g i c a l  campaign, they  
were i n i t i a l l y  treated less h a r s h l y  and more p e r f u n c t o r i l y '  
than  the '  o t h e r  p r o f e s s i o n s  i n  t h e  USSR. I t  is possible 
t h a t  t h e  r e g i m e , ' a c u t e l y  aware of t h e  d i s r u p t i v e  conse- 
quences of p r e v i o u s  purges ,  d i d  n o t  w i s h  to  demoralize t h e  
cadres upon which i t  relied for  a n a l y s e s  of foreign economic 
developments.  I n  June 1946 t h e  f i r s t  i s s u e  of C u l t u r e  and 
L i f e ,  t h e  organ  of t h e  department  of propaganda and agi ta-  
tion of t h e  central  committee, con ta ined  a n  attack on Soviet  
economists f o r  t h e i r  f a l l u r e  t o  produce any monographs on 
foreign economic developments,  The October i s s u e  of  t h e  
j o u r n a l  c r i t i c i z e d  t h e  " t h e o r e t i c a l  backwardnesstt  of t h e  
p r i n c i p a l  S o v i e t  o r g a n i z a t i o n  r e s p o n s i b l e  for t h e  s t u d y  
of c a p i t a l i s m ,  t h e  I n s t i t u t e  of  World Economy and World 
Po l i t i c s ,  headed by t h e  foremost  S o v i e t  economist ,  Eugene 
Varga. With t h e  exception of t h e s e  r o u t i n e  barbs, how- 
e v e r ,  t h e  economists s t u d y i n g  c a p i t a l i s m  were spared sharp 
P a r t y  c r i t i c i sm u n t i l  mid-1947 and 1948. 

I !. 

13. The p u b l i c a t i o n  of Varga's book, Changes in t h e  

in September 194 6 touched off a c o n t r o v e r s y  which spanned  
a p e r i o d  of  o v e r  two y e a r s  and  which. r e f l e c t e d  the con-  
f l i c t i n g  c u r r e n t s  of i deo logy  and r e a l i t y  u n d e r l y i n g  
postwar  S o v i e t  views of capi ta l i sm. ,  Varga had been com- 
miss ioned  by the  central  committee d u r i n g  t h e  w a r  t o  pro- 
duce an  a n a l y s i s  of t h e  impact of t h e  war on thc: capital- 
ist economy. Varga ' s  book and t h e  c o n t r o v e r s y  it pro- 
voked were focused on t h e  central  problem of  whether  t h e  
w a r  had produced changes i n  t h e  essent ia l  s t r u c t u r e  of  
c a p i t a l i s m .  I n  many r e s p e c t s ,  t h e  i s s u e s  r a i s e d  i n  t h e  
c o u r s e  o f  t h i s  c o n t r o v e r s y  echoed t h o s e  t h a t  had been 
debated  by Marxists and r e f o r m i s t s  b e f o r e  World War I ,  and,  
j u s t  as i n  t he  earlier p e r i o d ,  t h e  d i v e r g e n t  views'of 
t h e  bhanges i n  c a p i t a l i s m  c o n t a i n e d  i m p o r t a n t  ideological 
and p o l i t i c a l  i m p l i c a t i o n s .  I n  a d d i t i o n ,  t h i s  e a r l y  pos t -  
war c o n t r o v e r s y  has  s p e c i a l  s i g n i f i c a n c e  because  i t  r e p r e -  
s e n t e d  one  of t h o s e  rare, f l e e t i n g  moments i n  S o v i e t  h i s t o r y  
when men spoke t h e i r  minds f r e e l y  and expres sed  t h e i r  real 
t h o u g h t s  a b o u t  t h e  o u t s i d e  world. 

Economy of C a p i t a l i s m  as a Resu l t  of t h e  Second World W ar 9 
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14. Varga ' s  book is s i g n i f i c a n t  n o t  o n l y  because i t  
was t h e  f i r s t  S o v i e t  assessment  of t h e  over-all conse- 
quences o f  t h e  war, b u t  a l s o  because  Varga occupied a 
p o s i t i o n  o f , p r o f e s s i o n a l  pre-eminence and  great p o l i t i c a l  
i n f l u e n c e  Bmong S o v i e t  econoniists.  Varga was t h e  l e a d i n g  
S o v i e t  e x p e r t  on t h e  economy o f  c a p i t a l i s m  and t h e  a u t h o r  
of many t h e o r e t i c a l  works on  t h e  c a p i t a l i s t  b u s i n e s s  cyc le .  
H i s  a b i l i t y  t o  b r i n g  h i s  s t a t i s t i ca l  a n a l y s e s  i n t o  pre- 
cise cor respondence  w i t h  t h e  P a r t y  l i n e  had once l e d  
T r o t s k y  t o  c a l l ' h k m  t h e  " t h e o r e t i c a l  Po lon ius  of t h e  Comin- 
t e r n "  who was "always ready  to  prove  s t a t i s t i c a l l y  t h a t  
t h e  c l o u d s  i n  t h e  sky  look l i k e  a camel's back, b u t  i f  
you prefer, they  resemble a f i s h ,  and i f  t h e  P r i n c e  de- 
sires i t ,  they  bear w i t n e s s  t o  'socialism i n  o n e  coun t ry .* t t  
An old- t ime Hungarian Bolshevik who had emigra ted  to  t h e  
USSR after the  f a i l u r e  '01 t h e  B e l a  Kun r e v o l u t i o n ,  Varga 
had access t o  t h e  h i g h e s t  P a r t y  circles. H e  was known t o  
have p e r s o n a l l y  adv i sed  S t a l i n  on economic matters i n  t h e  
prewar p e r i o d ,  and h i s  I n s t i t u t e  r e p o r t e d l y  had a d i r ec t  
channe l  t o  the  P o l i t b u r o ,  in forming  t h e  l e a d e r s h i p  on 
f o r e i g n  economic developments. I n  view of  t h i s  background, 
Varga's views were bound to  c a r r y  great weight  among pro- 
f e s s i o n a l  economists and h igh  P a r t y  o f f i c i a l s .  In  f ac t ,  
ideas i n  many ways similar t o  Varga's had been c i r c u l a t i n g  
among t h e  a r t i c u l a t e  elements of S o v i e t  s o c i e t y  f o r  a t  
least a y e a r  before t h e  p u b l i c a t i o n  of Varga's book. 

15. While g e n e r a l l y  adhe r ing  t o  the  gloomy t e n e t s  
of Marxism on t h e  long-run cour se  of developments i n  the  
c a p i t a l i s t  economy, Varga advanced certain p r o p o s i t i o n s  
i n  h i s  book t h a t  n o t  only r a n  c o u n t e r  t o  D f f i c i a l  S o v i e t  
d o c t r i n e ,  b u t  a l so  cha l lenged  t h e  v e r y  founda t ions  of 
t h e  pol ic ies  then  be ing  developed by t h e  S.oviet leaders. 
The m o s t  impor t an t  and c o n t r o v e r s i a l  o f  t h e  ideas developed 
by Varga may be summarized as fo l lows:  

a. Role of  t h e  State. The c r u x  of Varga's argument 
was t h a t  Fhe wartime i n t e r v e n t i o n  by t h e  c a p i t a l i s t  s ta te  
i n  the o p e r a t i o n  of t h e  economy had tended t o  o f f s e t  t h e  
a c t i o n  o f  t h e  fundamental  laws de termining  t h e  development 
of capitalism, and t h a t  such  i n t e r v e n t i o n  would remain 
more impor t an t  i n  t h e  postwar p e r i o d  than  b e f o r e  t h e  war. 
H e  i n s i s t e d  t h a t  t h e  wartime c a p i t a l i s t  s ta te  r e p r e s e n t e d  
t h e  interests of t h e  entire bourgeoisie IS 8 whole, and 
n o t  o n l y  t h e  i n t e r e s t s  of t h e  large monopolies. (He later 
a d m i t t e d  i n  t h e  debate over h i s  book t h a t  t h e  c a p i t a l i s t  
s ta te  was a l s o  i n c r e a s i n g l y  s e n s i t i v e  t o  t h e  i n t e r e s t s  of 
t h e  working class and consumers.) Varga argued t h a t  t h e  
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c a p i t a l i s t  s ta te  had been forced by t h e  e x i g e n c i e s  of 
t h e  war to  i n t e r v e n e  i n c r e a s i n g l y  i n  t he  o p e r a t i o n - o f  
t h e  economy and t o  s u b o r d i n a t e  t h e  p r i v a t e  intere.ij;ts of 
t h e  powerfu8 monopolies t o  the common interest of waging 
t h e  war . i j '  * b- 

t h e  wartime economic i n t e r v e n t i o n  by the cap i t a l i s t  s ta te  
had rBdrtced t h e  anarchy  p r e v a i l i n g  i n  c a p i t a l i s m  i n  t i m e s  
o$ peace. While ' c a r e f u l l y  p o i n t i n g  o u t  t h a t  s u c h  s ta te  
i n t e r v e n t i o n  w a s  n o t  llplanning*' i n  t h e  S o v i e t  s e n s e ,  he 
con t inued  t o  stress its importance d u r i n g  periods of 
emergency. H e  p r e d i c t e d  t h a t  t h e  scope of s ta te  r e g u l a t i o n  
would d imin i sh  af ter  t h e  e n d  of t h e  war, b u t  t h a t  t h e  
i s s u e  of p l a n n i n g  would become u r g e n t  once more w i t h  t h e  
advance of a new economic c r i s i s .  

,. 
. I  

b. P lann ing  under  Cap i t a l i sm.  Varga main ta ined  t h a t  

C. The Class  Struggle .  Varga p r e d i c t e d  t h a t  t he  
class s t r u g g l e  i n  postwar capitalism would take the  form 
of a s t r u g g l e  between the  b o u r g e o i s i e  and t h e  p r o l e t a r i a t  
f o r  a greater share i n  t he  a d m i n i s t r a t i o n  of the  s ta te .  
T h i s  p r o p o s i t i o n ,  w i t h  its clear o v e r t o n e s  of gradua l i sm 
and reformism, impl ied  t h a t  t h e  class s t r u g g l e  would be 
waged w i t h i n  t h e  framework of t he  capt ia l i s t  s ta te  and 
t h a t  t h e  working class would n o t  be p r o g r e s s i v e l y  exc luded  
from p o l i t i c a l  power, as S o v i e t  propaganda and Marxist 
d o c t r i n e  m a i n t a i n e d .  Th i s  view, coupled  w i t h  Varga's con- 
cepts of s ta te  i n t e r v e n t i o n  and r e g u l a t i o n  under  capitalism, 
sugges t ed  t h a t  there might be a p e a c e f u l  t r a n s i t i o n  from 
capitalism t o  socialism. 

d. The S t a t u s  of Co lon ie s  and Empires. - A f t e r  s t u d y i n g  
B r i t a i n ' s  imperial  r e l a t i o n s  d u r i n g  t h e  war, Varga con- 
c luded  t h a t  t h e  r e l a t i o n s h i p s  between the  c o l o n i a l  powers 
and the  c o l o n i e s  had altered t o  t h e  b e n e f i t  of t h e  c o l o n i e s .  
He observed a tendency of t h e  c o l o n i e s  t o  become less e c o t - .  
nomica l lydependent  upon the c o l o n i a l  powers and t o  approach 
t h e  s t a t u s  of  o r d i n a r y  cap i ta l i s t  c o u n t r i e s .  P o i n t i n g  t o  
t h e  i n c r e a s e d  power of t h e  c o l o n i e s  a r i s i n g  from t h e i r  
emergence as a creditor n a t i o n s  a f t e r  the war, Varga fore- 
saw a period of concess ions  by t h e  c o l o n i a l  powers to  the  
c o l o n i a l  a s p i r a t i o n s  for  n a t i o n a l  independence. 

I 

e. The Eas te rn  European Satell i tes.  Varga d i scoun ted  
t h e  economic importance of t h  e S a t e l l i t  8s i n  t h e  w o r l d  
b a l a n c e  of power. He  asserted t h a t  the r e l a t i v e  importance 
of  t h e  S a t e l l i t e  economies was too small t o  affect  the  
g e n e r a l  p e r s p e c t i v e s  f o r  t he  o v e r - a l l  development of 
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capitalism i n  t h e  postwar period. Even worse from an  
ideological s t a n d p o i n t ,  Varga characterized the Sa te l l i t e  
economies as a form of s ta te  c a p i t a l i s m ,  s i t u a t e d  midway 
between capi , ta l i sm and sociallsm, 

capitalism, Varga made s e v e r a l  s p e c i f i c  forecasts regard- 
ing t h e  f u t u r e  c o u r s e  of t h e  c a p i t a l i s t  b u s i n e s s  cyc le .  
Dashing c o l d  water on S o v i e t  e x p e c t a t i o n s  of a n  e a r l y  
collapse of capitalism, Varga p r e d i c t e d  t h a t  i t  would 
take a t  least t e n  y e a r s  before a major economic d e p r e s s i o n  
e r u p t e d  in t h e  cap i t a l i s t  wor ld ,  I n  h i s  o p i n i o n  &he ,US, 
Canada, and t h e  n e u t r a l  c o u n t r i e s  would e n j o y  p r o s p e r i t y  
for  two t o  three y e a r s ,  after which they  would experience 
a r o u t i n e  c r i s i s  of  overproduct ion .  T h i s  crisis would 
n o t  become s e v e r e  or widespread,  however, u n t i l  after the 
d e v a s t a t e d  economies of Western Europe and A s i a ,  a i d e d  
by  credits from the US, had reached the i r  prewar l e v e l s  
of produc t ion .  Then and o n l y  then ,  Varga i n s i s t e d ,  would 
a l l  the  fundamental  c o n t r a d i c t i o n s  i n  t h e  c a p i t a l i s t  sys tem 
become sharpened  and lead to  a major world-wide economic 
crisis . 
qext economic depres s ion  were undoubtedly of great impor- 
t a n c e  t o  S o v i e t  policy-makers,  t hey  were c l e a r l y  over- 
shadowed by h i s  a p p r a i s a l  of the  changes i n  t he  e s s e n t i a l  
s t r u c t u r e  of capitalism. If Varga's a n a l y s e s  of t h e  changes 
in capitalism were correct, then  t h e y  raised a s t r o n g  possi- 
b i l i t y ,  d e s p i t e  t h e  appearance  of s t a t i s t i ca l  p r e c i s i o n  
i n  h i s  own p r e d i c t i o n s  of t h e  approaching .depress ion ,  t h a t  
capitalism might escape a f i n a l  collapse e n t i r e l y  by mak- 
i n g  c e r t a i n  modilbications i n  its basic s t r u c t u r e .  They 
also raised s e r i o u s  doubts  abou t  the s u c c e s s  of t h e  cold 
war p o l i c i e s  then  b e i n g  implemented by the  S o v i e t  leaders. 
Thus, i t  is n o t  s u r p r i s i n g  t h a t  both t h e  p r o f e s s i o n a l  aad 
Party c r i t i c s  of Varga and h i s  s u p p o r t e r s  were qu ick  t o  
seize and c o n c e n t r a t e  on these h e r e t i c a l  p r o p o s i t i o a s ,  
rather than  spend much t i m e  on h i s  specific p r e d i c t i o n s .  

t 
16. .,Following h i s  a n a l y s i s  of t h e  w a r t i m e  changes i n  

17. Although Varga's spec i f ic  prognoses a b o u t  the 

18. Varga's book was s u b j e c t e d  t o  extensive cri t icism 
i n  May 1947 a t  a three-day formal s e s s i o n  of twenty S o v i e t  
s c h o l a r s . *  The s e r i o u s n e s s  w i t h  which t h e  Soviet  l e a d e r -  
s h i p  viewed t h e  i s s u e s  raised by Varga is demonstrated by 

*The p a r t i c i p a n t s  a t  t h i s  session are l i s t e d  i n  Appendix 
I .  
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t h e  f a c t  t h a t  u n l i k e  t h e  s i t u a t i o n  i n  l i t e r a t u r e  a n d  p h l l o s -  
ophy where the  P a r t y  i n t e r v e n e d  b l u n t l y  and  d i r e c t l y  i n  
t h e  person  of Zhdanov, t h i s  meet ing was p r e s i d e d  o v e r  by 
a professioqal, K.V. .Os t rovi tyanov,  head of the  Economics 
I n s t i t u t e  q.f t h e  USSR Academy.of Sc iences .  The P a r t y  leader- 
s h i p  was ,gppa ren t ly  i n t e r e s t e d  i n  r e c e i v i n g  a p r o f e s s i o n a l  
assessment  of Varga's f i n d i n g s  before i n d u l g i n g  i n  ideolog- 
i c a l  h i s t r i o n i c s .  In contrast  t o  subsequen t  s e s s i o n s  
dea l ipg  k i t h  t h e  t r e n d s  i n  capitalism, t h i s  meeting was 
d i s t i n g u i s h e d  by' r e l a t i v e l y  s e r i o u s  s c h o l a r l y  debate, i n '  
l a r E e  par t  u n c l u t t e r e d  by p e r s o n a l  v i l i f i c a t i o n  and pol i t -  
ical i n v e c t i v e .  

19. Although Varga w a s  wide ly  c r i t i c ized  a l o n g  ortho- 
dox l i n e s  fo r  a l l  h i s  heret ical ,  reformist p r o p o s i t i o n s ,  
h i s  s e v e r e s t  c r i t i c s  ( t h e  economists  A.N. Shneyerson, A. I .  
Kats, Motylov, I .N.  Dvorkin and K.V. Ost rov i tyanov)  reproached 
him s h a r p l y  for having  s e p a r a t e d  economics from p o l i t i c s  and 
ignored  t h e  "genera l  crisis of c a p i t a l i s m "  and the  s t r u g g l e  
between t h e  two sys tems of capitalism and socialism. In . 
t h e  c o u r s e  of t h e  debate a t  t h i s  s e s s i o n ,  as w e l l  as i n  the  
later cr i t ic ism,  Varga was attacked for h i s  p o s i t i o n  on 
t h e  d e c e p t i v e l y  scholast ic  q u e s t i o n  of t h e  o r i g i n s  of the  
"general crisis of cap1 talism, u which a c c o r d i n g  t o  Varga 
had o r i g i n a t e d  a t  t h e  beginning  of t h e  t w e n t i e t h  c e n t u r y  
i n s t e a d  of wi th  World War I and t h e  Russian Revolu t ion ,  as 
s e t  f o r t h  i n  o f f i c i a l  S o v i e t  d o c t r i n e .  I n  t he  j u n g l e  of 
S t a l i n i s t  symbol i sm,  t h e  real i s s u e s  were (1) whether the 
breakdown of capitalism a n d  t h e  s h i f t  i n  p o l i t i c a l  power * 

w i t h i n  t h e  cap i ta l i s t  s t a t e  could  develop  a u t o m a t i c a l l y  or  
had t o  r e s u l t  f r o m  w a r  and r e v o l u t i p a  ( t h e  former view was 
ascribed t o  Varga by h i s  c r i t i c s ,  and he neve r  disowned it) 
a n d  (2) whether there could  be an  i n t e r m e d i a t e  stage between 
capi ta l ism and socialism (Varga had characterized t h e  
S a t e l l i t e s  as s ta te  c a p i t a l i s t ) .  I n  r e p l y  t o  h i s  c r i t i c s ,  
Varga s ta ted t h a t  he was p r e p a r i n g  a s t u d y  of the poli t ical  
r e s u l t s  of t h e  war which would s e r v e  as a companion piece 
w i t h  h i s  economic treatise. 

20.  Desp i t e  t h e  g e n e r a l  cr i t ic ism of Varga's i n t e r -  
p r e t a t i o n  of the  changes produced i n  capitalism by the war, 
t h e  r e s u l t s  of t h e  debate were inconc lus ive .  With the ex- 
c e p t i o n  of h i s  t r e a t m e n t  of t h e  S a t e l l i t e s ,  Varga stood 
h i s  ground f i r m l y  a n d  advanced some of h i s  theoretical P O P -  
o s i t i o n s ,  even f u r t h e r .  C i t i n g  developments i n  Great Bra t -  
a i a , ,  he p o i n t e d  o u t  t h a t  a t  t h a t  v e r y  moment c e r t a i n  forms 
of planning--admit tedly u n l i k e  the S o v i e t  var ie ty--were 
b e i n g  undertaken i n  some capi ta l i s t  c o u n t r i e s .  Moreover, 

I 
~ 
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some of Varga's c o l l e a g u e s  i n  h i s  I n s t i t u t e  ( t h e  economis ts  
I .A.  Trakhtenberg ,  M.I. Rubiash te in ,  Sh.B. L i f ,  V.A, Maslenni- 
kov, L.Ya. Eventov, and La. Mendelson), as w e l l  as t h e  
h i g h l y  regarded economist  S,,G. S t r u m i l i n ,  whi le  s u b m i t t i n g  
p a r t i a l l p ! t o  t h e  g e n e r a l l y  c r i t i c a l  t e n o r  of t h e  debate, 
defended,:'Varga a g a i n s t  cha rges  t h a t  he  had ignored  t h e  
r ea l i t i e s  of t h e  cap i ta l i s t  wor ld .  I n  sum, t h e  p r o f e s s i o n a l s  
who had been commissioned t o  re-examine Varga's p rovoca t ive  
conc lus ions  on t h e  s ta te  of contemporary capitalism could  
come t o  no basic' agreement among themselves. 

The Campaign Agains t  Heresy 

21. Faced w i t h  unp leasan t  answers  a b o u t  economic t r e n d s  
i n  t h e  c a p i t a l i s t  worid and i n c i p i e n t  h e r e s y  w i t h i n  t h e  r a n k s  
of its p r o f e s s i o n a l s ,  t h e  Kremlin was n o t  slow i n  r e a c t i n g  
i n  t r a d i t i o n a l  f a s h i o n  w i t h  a ready-made ideological pro- 
phy lax i s .  S u r p r i s i n g l y ,  t h e  first s h a r p  Pa r ty  c r i t i c i sm 
was n o t  directed a t  Varga b u t  a t  a work of one  of h i s  I n s t i -  
t u t e  c o l l e a g u e s ,  L.Ya. Eventov, The War Economy of England 
(1946). T h i s  book, e d i t e d  by  I.A. Trakhtenberg ,  was'a schol- 
a r l y  and r e l a t i v e l y  objective work which was a p p a r e n t l y  w r i t t e n  
i n  t h e  s p i r i t  of t h e  wartime c o a l i t i o n  and which w a s  g e n e r a l l y  
sympa the t i c  t o  economic developments i n  the UK, T r a i n i n g  
its s i g h t s  OD Eventov's book, t h e  a u t h o r i t a t i v e  P a r t y  organ 
Bolshevik  (15 J u l y  1947) attacked the f o l l o w i n g  p r o p o s i t i o n s :  
t h a t  t h e  w a r t i m e  d e l a y  i n  opening  t h e  second f r o n t  w a s  con- 
n e c t e d  w i t h  inadequa te  a l l ied product ioD rather t h a n  e v i l  
a n t i - S o v i e t  motives; t h a t  B r i t a i n ' s '  c o l o n i a l  i n t e r e s t s  had 
s u f f e r e d  t o  t h e  advantage of h e r  c o l o n i e s ;  t h a t  accep tance  of 
t h e  US l o a n  and a l l i a n c e  w i t h  t h e  US were the o n l y  a l t e r n a -  
t i v e s  open t o  t h e  L a b o r i t e  government; t h a t  B r i t i s h  na t iona l -  
i z a t i o n  #as p r o g r e s s i v e  and rea l i s t ic ;  and t h a t  ?'the war, 
i n c r e a s i n g  t h e  economic role of t h e  s ta te ,  expanding  its func- 
t i o n s ,  moves capitalism t o  a h i g h e r  level.'t With regard t o  
t h e  l as t  p o i n t ,  Gventov w a s  charged w i t h  f o l l o w i n g  Kautsky's 
t h e s i s  of a ''new phase," a "new leve l"  of capitalism. More- 
o v e r ,  i n d i c a t i v e  of i n c r e a s i n g  v i r u l e n c e  of t h e  P a r t y  attack 
on the Varga s c h o o l  was t h e  c r i t i c i sm of t h e  ant i -Varga 
economis t ,  M.N. Smit ,  for f a i l i n g  to  expose Eventov 's  doc- 
t r i n a l  errors i n  her -book review- (Sovetskaya Kniga No. 1, 
1947) earlier i n  t h e  year .  

22. The tempo of t h e  ideological campaign a g a i n s t  t h e  
Varga s c h o o l  was s t epped  u p  i n  the second h a l f  of 1947, 
cu ' lminat ing i n  a d m i n i s t r a t i v e  s a n c t i o n s .  I n  September 
Bolshevik  c r i t i c a l l y  reviewed t h e  May d i s c u s s i o n  of t he  

I 
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economis ts  and  a t t a c k e d  Varga's c o l l e a g u e s  f o r  f a i l i n g  t o  
r e p u d i a t e  him. L a t e r  i n  t he  y e a r  P o l i t b u r o  member Zozne- 
sensky ' s  book, The War Economy of the USSR d u r i n g  World 
War 11, appeared  and carried a b i t te r  a t t a c k  against  t h e  
economists '  s h a r i n g  Varga's #iews, though n o t  ment ioning  
him by qame. F i n a l l y ,  on 7 October Pravda announced t h e  
merging' of Varga 's  I n s t i t u t e  w i t h  t h e m c o n o m i c s  In-  
s t i t u t e  i n t o  a s i n g l e  I n s t i t u t e  headed by Ostrovi tyanov.* 

23. D e s p i t e  t h e s e  heavy blows t h e  Varga school 
k e p t  p lugg ing  h i s  l i n e  up t o  t h e  t i m e  of t h e  merger i n  h i s  
I n s t i t u t e  j o u r n a l ,  World Economy and World Pol i t ics .  I n  
August i n  a n  a r t i c l e  on Angl6'-American r e l a t i o n s ,  similar 
t o  o n e  he had c o n t r i b u t e d  t o  Fore ign  A f f a i r s  ( Ju ly  1947), 
he  wrote t h a t  despite t h e i r  contradict ions the US and B r i t -  
a i n  were u n i t e d  i n  t h e  c h i e f  aims of t h e i r  f o r e i g n  p o l i c y ,  
which was d i r e c t e d  a g a i n s t  t h e  USSR. A t  o n e  p o i n t  he  alsc 
treated t h e  Marsha l l  P lan  as advantageous t o  B r i t a i n  be- 
cause  it would receive s o r e l y  needed credits.  I n  October, 
w r i t i n g  on t h e  t h i r t i e t h  a n n i v e r s a r y  of  t h e  Revolu t ion ,  
he gave a reformist c h a r a c t e r i z a t i o n  of t h e  p r o s p e c t s  for  
t h e  p e a c e f u l  t r a n s i t i o n  from capitalism t o  socialism i n  
Western Europe, d e s c r i b i n g  how even the  European bourgeoi- 
s i e  f a t a l i s t i c a l l y  accepted  n a t i o n a l i z a t i o n ,  s tate economic 
c o n t r o l ,  and I1planning." I n  November L.A. Mendelson wrote 
an  a r t ic le  i n  which he ,  l i k e  Varga, p r e d i c t e d  a shor t - t e rm 
upswing i n  t h e  postwar b u s i n e s s  c y c l e  s t i m u l a t e d  by consumer 
spending  d e f e r r e d  d u r i n g  t h e  w a r .  H i s  u s e  of t h e  concep t  
"de fe r r ed  demand" was la ter  denounced by h i s  c r i t i c s  as 
a d e n i a l  o f  t h e  Marxist v l l a w f t  of t h e  a b s o l u t e  and r e l a t i v e  
impoverishment of  t h e  workere under  cap$ta l i sm.  , I n  view 
of  t h i s  s i t u a t i o n ,  i t  is unde r s t andab le  why t h e  P a r t y  
dec ided  t o  s t o p  p u b l i c a t i o n  of Varga's mouthpiece a t  t h e  
e n d  oP t h e  yea r .  

c 

24. Throughout 1948 t h e  f u l l  force of  t h e  i d e o l o g i c a l  
j u g g e r n a u t ,  p r o p e l l e d  by t h e  post-Cominform l i n e  of m i l i -  
t a n t  s t r u g g l e  between two sys tems,  was directed a t  t h e  
Varga s c h o o l  a n d  its heresies. Article, i n  the p r o f e s s i o n a l  
and P a r t y  journals  s c a t h i n g l y  a t t a c k e d  t h e  s c h o l a r l y  works 
of  Varga and h i s  former I n s t i t u t e  colleagues--works which 
c o l l e c t i v e l y  r e p r e s e n t  t h e  best and most p roduc t ive  ach ieve -  
ment of postwar Sovie t  economic s c h o l a r s h i p . *  These works,  

T st ructure '  of t h e  new I n s t i t u t e  is found 
i n A q i g f f ? n  - 
*ef accou:t of  t h e  cri t icism i n  1948 d i r e c t e d  a t  
t h e  economis ts  r e p r e s e n t i n g  t h e  Varga s c h o o l  and t h e i r  
h e r e t i c a l  works is to  be found i n  Appendix 111. 
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some of which were d i scove red  to  c o n t a i n  germs of H i l f e r d i n g ' s  
"organized" capitalism and Kau t s k y  's "ultra-irnperialism;* were 
denounced as un-Marxist, u n m i l i t a n t ,  and reformist. No less 
t h a n  f i v e  pajor s e s s i o n s  of the  new Economics I n s t i t u t e  
were convened i n  1948 t o  tr$at t h e  problems of contemporary 
capitali,&, f o u r  of which were devoted l a r g e l y  t o  denouncing 

Moreover, widespread 
pe r sonne l  changes were made i n  the  sectors of t h e  Economics 
I n s t i t u t e  s t u d y i n g  capitalism; i n  t h e  SeCtor on C a p i t a l i s t  
Bus iness  Conditkons a l o n e ,  t h e  impor t an t  %ody r e s p o n s i b l e  
f o r  c o l l e c t i n g  and processing a l l  the  d i v e r s e  s t a t i s t i ca l  
data on t he  c a p i t a l i s t  c o u n t r i e s ,  there w a s  a complete t u r n -  
o v e r  of personnel.** 

. t h e  heresies of t h e  Varga school .*  

25. ID t h e  face of such  an a s s a u l t ,  t h e  u n i t y  of t h e  
Varga school began to 'c rumble .  While  some of h i s  adher-  
e n t s  remained r s i l en t ,  post of them r e c a n t e d  p u b l i c l y ,  and ,  
i n  the poisoned s p i r i t  00 S o v i e t  p o l i t i c s ,  t u r n e d  v i c i o u s l y  ' 

on each other. Varga h imsel f  became the object of t h e i r  
c r u e l  attacks, and i n  a symbolic d i s p l a y  of P a r t y - l o y a l t y  
he prepared  s e v e r a l  v e r y  hos t i l e  and p r o p a g a n d i s t i c  art icles 
on US p o l i c y  for  t h e  j o u r n a l  New Times. 
i n  t h e  face of threats, a c c u s a t i o n s ,  and the unsavory s p e c -  
.- of widespread p r o f e s s i o n a l  d e g r a d a t i o n ,  Varga retreated 
OD o n l y  a f e w  minor p o i n t s .  ID October he admi t t ed  t ha t  the 
t o n e  of h i s  book w a s  too temperate and t h a t - t h e  s e p a r a t i o n  - 
of economics from pol f t ics  was er roneous .  However, he n o t  
o n l y  held h i s  ground on h i s  major theoretical heresies, 
b u t  also d e l i v e r e d  a most t e l l i n g  counterblow a t  h i s  adver-  
saries . 

In an October meet iug of t h e  Economics I n s t i t u t e ,  
a t  which m.any of Varga's associates f u l l y  r e c a n t e d  t h e i r  
errors after having  been soundly  denounced, Varga h u r l e d  
a n o t h e r  c h a l l e n g e  t o  t h e  Soviet leadership on the  i n v i o l a -  
b i l i t y  of t h e  L e n i n i s t  t h e s i s  of t h e  i n e v i t a b i l i t y  of war 
between t h e  imperial is t  c o u n t r i e s .  I t  w a s  on t h i s  v e r y  

-table l i s t i n ' g  t h e  formal postwar  s e s s i o n s  of Soviet  
economists d e a l i n g  w i t h  capitalism is p r e s e n t e d  i n  Appendix 
IV. 

Y e t  th roughout  1948, 

26. 

**Appendix V c o n t a i n s  a list of  t h e  known per sonne l  i n  
t h i s  Sector i n  Varga's old I n s t i t u t e  i n  1947 and  i n  its 
s u c c e s s o r  i n  1952-1953. 
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p r i n c i p l e - - t h a t  the  growing c o n t r a d i c t i o n s  be tween . the  
i m p e r i a l i s t  c o u n t r i e s  would l e a d  f i n a l l y  t o  war and co l lapse- -  
t h a t  t h e  S o v i e t  leaders based t h e i r  hopes for  u l t i m a t e  vic-  
t o r y .  Varga main ta ined  t h a t  t h e  overwhelming economic and 
m i l i t a r y , s u p e r i o r i t ' y  of  the;VS i n  the c a p i t a l i s t  camp, as 
w e l l  as  t h e  p r e s s i n g  domest ic  and colonial  problems of t h e  
imper i a l ' i s t  powers, made war between them ex t r eme ly  improb- 
able i n  the p r e s e n t  p e r i o d ,  I n  t h e  l i g h t  of s u c h  l lpowerful 

I a n t i t h e s e s , t t  Varga d e f i a n t l y  called for a re-examinat ion of 
t h e  e fundamenta l .Lenin is t  t h e s e s  on t h e  o r i g i n  and n a t u r e  of 
war. The s p e c t e r  of Kautsky's 11ul t ra- imperial ism91 which i 
Varga had p u b l i c l y  raised w a s  t o  haunt  t h e  Soviet  l e a d e r s h i p  I 
th roughout  t h e  postwar  pe r iod .  i 

27.  I n  1949 t h e  powerful  wave of an t i cosmopo l i t an i sm 
flooded over i n t o  t h e  #ideological c u r r e n t ,  and  together 
t h e y  were able to sweep away t h e  l a s t  remnants  of Varga's 
30-month heresy.  Varga r e c a n t e d  for h i s  h e r e t i c a l  m i s t a k e s  
in t h e  March i s s u e  of  Problems of Economics, t h e  j o u r n a l  t h a t  
had,replaced Varga ' s  own house organ.  H e  a d m i t t e d  t h e  error 
o f  h i s  r e f o r m i s t  p r o p o s i t i o n s  on t h e  i n c r e a s e d  economic role  
of t h e  s t a t e ,  capi ta l is t  p l ann ing ,  r e l a t i o n s  between t h e  
c o l o n i a l  powers and t h e  c o l o n i e s ,  and t h e  p e a c e f u l  t r a n s i t i o n  
from c a p i t a l i s m  to  socialism. Y e t ,  s u r p r i s i n g l y ,  he  w a s  
s i l e n t  a b o u t  h i s  long-range p r e d i c t i o n s  of economic depres-  
s i o n  and h i s  c h a l l e n g e  t o  t h e  L e n i n i s t  t heo ry  of t h e  i n e v i t a -  
b i l i t y  of war. Th i s  s i l e n c e ,  perhaps ,  may have been t h e  
r e a s o n  he  and h i s  a d h e r e n t s  were ag-ain denounced a t  a March 
s e s s i o n  of t h e  Economics I n s t i t u t e  f o r  t h e i r  llhali-wayll re- 
cantations.  

I 

I m p l i c a t i o n s  of t h e  Varga Heresy 

28. The Varga case is s i g n i f i c a n t  a o t ' o n l y  because  it 
i l l u s t r a t e d  how t h e  P a r t y  mobi l ized  S o v i e t  i n t e l l e c t u a l s  be- 
h ind  its programs, b u t  also because  it involved  i s s u e s  t h a t  
were i n t i m a t e l y  r e l a t e d  t o  S o v i e t  p o l i c y .  The o u t l i n e s  of 
t h e s e  i s s u e s  may be d i s c e r n e d  i n  t h e  c o n t r o v e r s y  ove r  Varga's 
views. According t o  Varga, t h e  S o v i e t  leaders would be con- 
f r o n t e d  w i t h  t h e  fo l lowing  p r o s p e c t s  an t h e  postwar pe r iod :  

talism, t h e  c a p i t a l i s t  s tates would be a b l e  t o  remain power- 
f u l  and t o  p r e s e r v e  a u n i t e d  f r o n t  for  a l o n g  period of t i m e .  
Consequent ly ,  any f u t u r e  war would n o t  be between t h e  capi- 
t a l i s t  powers, b u t  between them and t h e  USSR; 

a, Given t h e  l i k e l i h o o d  of a s t a b i l i z a t i o n  of  capi- 
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b. In t h e  h i g h l y  i n d u s t r i a l i z e d  cap i t a l i s t  coun- 
t r ies ,  t h e  class s t r u g g l e  upon which t h e  Kremlin relied 
f o r  t h e  expansion of its power would be modi f ied  and slowed 
down. Xn fact ,  i n , t h e  major c o u n t r i e s  of  Western Europe 
i t  was a r r e a d y  be ing  r e p l a c e d  by a s t r u g g l e  f o r  a s h a r e  
i n  t h e  p a r t i c i p a t i o n  by t h e  working class and b o u r g e o i s i e  
i n  t h e ' d i r e c t i o n  ,of t h e  s t a t e ,  as Varga had p r e d i c t e d ;  

t h e i r  economic and p o l i t i c a l  s t a t u s ,  t h e  beginning  of in- 
d u s t r i a l i z a t i o n ,  and t h e  growth of  t h e  n a t i v e  b o u r g e o i s i e  
would r e d u c e  t h e  prospects f o r  s u c c e s s f u l  r e v o l u t i o n a r y  
a c t i v i t y  f o r  many y e a r s ;  

c ,  In t h e  c o l o n i a l  c o u n t r i e s ,  t h e  improvement i n  

d e  With con t inued  economic so lvency  in t h e  capi- 
t a l i s t  world and the  gradual  t r a n s i t i o n  toward socialism 
through t h e  v a r i o u s  n a t i o n a l i z a t i o n  and w e l f a r e  programs 
sponsored  by the -work ing  class,  t h e  changing c a p i t a l i s t  
world might  deve lop  a n  ideo logy  t h a t  cou ld  compete w i t h  
Communism for u n i v e r s a l  a l l e g i a n c e  by o f f e r i n g  b o t h  eco- 
ncauicsecurity and  p o l i t i c a l  freedom. Such a development 
might  e v e n t u a l l y  have a d v e r s e  repercussions w i t h i n  t h e  
S o v i e t  system. In sum, i m p l i c i t  i n  Varga's estimate of 
t h e  c a p i t a l i s t  world was a s t r o n g  argument i n  f a v o r  of 
c o n t i n u a t i o n  of t h e  t ac t i c s  of t h e  wartime c o a l i t i o n ,  a t  
least 011 a l e v e l  o f  m i l i t a n t  compe t i t i on ,  r a t h e r  than  , 
s u p p o r t  f o r  t h e  t ac t i c s  of t h e  v'cold warf' t h a t  were 
a c t u a l l y  adopted.  1 

~ 

I 

29. The p e c u l i a r  t r e a t m e n t  of t h e  Varga heresy-- 
t h e  toleration of  w i d e  d ive rgenc i? s  betyeen artdcles on 
c a p i t a l i s m  and t h e  P a r t y  l i n e ,  t h e  long  d e l a y  in s i l e n c i n g  
t h e  Varga school, and t h e  cont inued  f a i l u r e  to  d i s c r e d i t  
Varga comple te ly  and to  remove him from i n f l u e n t i a l  posi- 
t i o n s  even after he  had r e f u s e d  to recant -sugges ts  t h e  
existence of  h igh - l eve l  u n c e r t a i n t y ,  and probably  even 
d i s s e n s i o n ,  ove r  t h e  i s s u e s  raised by Varga and t h e i r  i m -  
p l i c a t i o n s  f o r  S o v i e t  p o l i c y .  D e s p i t e  t h e  p r o g r e s s i v e  
t i g h t e n i n g  of  ideological d i s c i p l i n e  a f t e r  t he  S t a l i n g r a d  
v i c t o r y  and t h e  i n c r e a s i n g  stress on t h e  dangers  a r i s ing  
from capitalism, some economis ts  of t h e  Varga s c h o o l  
cont inued  up t o  t h e  end  o f  1947 t o  w r i t e  books and ar t ic les  
in t h e  s p i r i t  of t h e  wartime c o a l i t i o n .  Many of t h e s e  
works,  p a r t i c u l a r l y  t h o s e  on postwar economic developments 
in t h e  UK, were f a i r l y  o b j e c t i v e  a n a l y s e s ,  r e f l e c t i n g  
t h i n l y  d i s g u i s e d  admi ra t ion  for t h e  developments t hen  
t a k i n g  p l a c e  in t h e  c a p i t a l i s t  economy. In view of t h e  
p a t t e r n  of  S o v i e t  p o l i t i c a l  b e h a v i o r ,  t h e  cont inued  e x p r e s s i m  

- 20- 
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*Ruth F i s c h e r ,  a n  o l d - t i m e  G e r m a n  Communist and a n  
acqua in tance  of Varga, h a s  s t a t e d  t h a t  g iven  Varga's 
s t r o n g  confo rmis t  t emperamen t ,  h i s  behav io r  would be i n -  
conceivable w i t h o u t  h igh - l eve l  s u p p o r t .  

of s u c h  views la te  i n  1947 and,  p a r t i c u l a r l y ,  Varga 's  
s tubborn  r e f u s a l *  t o  r e c a n t  under  p r e s s u r e  i n  1948 
s u g g e s t  t h a t  e l emen t s  e x i s t e d  w i t h i n  t h e  S o v i e t  leader- 
s h i p  which were d e s i r o u s  e i t h e r  of c o n t i n u i n g  on t e r m s  
of f r i e p d s h i p  w i t h  t h e  Wes't, or a t  least, of t e m p o r a r i l y  
d e l a y i n g  t h e  adopt ion  of t h e  r e v o l u t i o n a r y  "cold-war" 
t a c t i c s  t h a t  were t o  cu lmina te  i n  t h e  Korean war. 

:30. Although f i r m  ev idence  is l a c k i n g ,  t h e r e  is 
some in fo rma t ion  i n d i c a t i n g  t h a t  d i f f e r e n c e s  over cap i t a l -  
ist economic t r e n d s  and t h e  tact ics  to  be employed may ' 

have f i g u r e d  in t h e  postwar  jockey ing  for  power i n  t h e  
S o v i e t  h i e ra rchy .  Molotov is r e p o r t e d  t o  have been a t  
o d d s  w i t h  Mikoyan over t h e  q u e s t i o n  of Soviet  p a s t i c i p a -  
t i o n  in t h e  Marshall Plan.** Molotov is said t o  have 
argued t h a t  t h e  Marsha l l  Plan would f a i l  because  of  t h e  
imminence of 8 depres s ion  in t h e  US and o p p o s i t i o n  by 
B r i t i s h  i m p e r i a l  and European n a t i o n a l  i n t e r e s t s .  
Yikoyan a l l e g e d l y  claimed t h a t  Molotov underes t imated  
t h e  economic s t a b i l i t y  of t h e  US and ignored  the changes 
i n  t h e  US economy begun under  t h e  New D e a l .  Hikoyan is 
rumored t o  have b e l i e v e d  t h a t  c a p i t a l i s m  might be capable 
of p e r p e t u a t i n g  i tself  as a sys tem for  a l o n g  p e r i o d  of 
t i m e  and  t h a t  t h e  USSR could  n o t  e x i s t  i n d e f i n i t e l y  
and b u i l d  an adeqwate economy w i t h o u t  t r a d e  w i t h  t h e  

o f  t h e  t r e a t m e n t  of the  Varga he resy  and the c i r cums tances  
su r round ing  S o v i e t  bloc r e j e c t i o n  of t h e  Marsha l l  Plan. 

s p e c u l a t i o n  abou t  t h e  p o l i c y  i m p l i c a t i o n s  of Varga's 
views may be p e r m i s s i b l e .  I f  elements d i d  a c t u a l l y  
ex is t  i n  t h e  S o v i e t  h i e r a r c h y  who s h a r e d  Varga 's  views 
a n d  d e s i r e d  t h e  c o n t i n u a t i o n  of t h e  tac t ics  of t h e  war- > 

t i m e  coal i t ion,  then  t h e y  probably  would have h e l d  
t h a t  S o v i e t  i n t e r e s t s  cou ld  be advanced more success -  
f u l l y  through S o v i e t  governmental  policies than  through 
f o r e i g n  Communist p a r t i e s .  They would have argued t h a t  
t h e  p r o s p e c t s  for s u c c e s s f u l  Communist subve r s ion  i n  

West. Whether arguments l i k e  these a c t u a l l y  occur red  I 
c annot  be confirmed, b u t  t h e y  do seem p l a u s i b l e  in l i g h t  I 

i 
31. In t h e  absence of reljable in fo rma t ion ,  some i 

I 

**For a more d e t a i l e d  t r e a t m e n t  of t h i s  s u b j e c t ,  see 
t h e  CAESAR s t u d i e s .  
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Western Europe were dim, and t h a t  r e v o l u t i o n a r y  Communist 
action would a l i e n a t e  t h e  r i s i n g  n a t i v e  bourgeoisie i n  
t h e  c o l o n i a l  and underdeveloped areas. They would have 
h e l d  t h a t  S o v i e t  p o l i c y  shou ld  be d i r e c t e d  a t  t h e  n a t i o n a l  
i n t e r e s , l s  o f  t h e  great powers, a t  p l a y i n g  one n a t i o n  . 
agains* ' -another .  They would have main ta ined  t h a t  t h e  
s p e c t e k  of  r e v o l u t i o n ,  coupled w i t h  "cold-wartt s ta te  
p o l i c i e s ,  would f r i g h t e n  t h e  b o u r g e o i s i e  t o  u n i t e  and 
de fend  i t s e l f  a g a i n s t  t h e  common danger. In sum, t h e  
p o l i c i e s  impl ied  by Varga's estimate of t h e  c a p i t a l i s t  
world were, t o  a large exten t ,  similar t o  t h o s e  f i n a l l y  
accep ted  by S t a l i n  i n  h i s  last y e a r s  and pursued w i t h  
s u c h  unprecedented vigor by h i s  s u c c e s s o r s .  - 

32. The f a t e  of t h e  Varga h e r e s y  a n d  the  subsequent  
c o u r s e  o f  S o v i e t  p o l i c y  s u g g e s t  t h a t  e x p e c t a t i d n  o f  an  
e a r l y  and d e v a s t a t i n g  c a p i t a l i s t  economic c r i s i s  may have 
f i g u r e d  l a r g e l y  i n  t h e  d e c i s i o n s  reached  by Moscow i n  
t h e  e a r l y  postwar pe r iod .  It would be mis taken ,  how- 
e v e r ,  t o  exagge ra t e  t h e  importance of t h i s  p a r t i c u l a r  
f a c t o r ,  s i n c e  t h e  fo rmula t ion  of  S o v i e t  p o l i c y ,  l i k e  t h a t  
of any n a t i o n a l  power, undoubtedly r e f l e c t e d  the  htdr I 

p l a y  of a complexi ty  of d o m e s t i c  and f o r e i g n  cons ide ra -  
t i o n s .  I f  t h e  K r e m l i n  had a c t u a l l y  a r r i v e d  a t  a f i r m  
d e c i s i o n  t h a t  a c a p i t a l i s t  crisis was imminent, it is 
h i g h l y  u n l i k e l y  t h a t  Varga would have b e e n ' p e r m i t t e d  t o  
e x p r e s s  h i s  c o n t r a r y  views for  so long  a t i m e .  I n  t h e  
f i n a l  a n a l y s i s  i t  w a s  t h e  p r e s s u r e  of e v e n t s ,  i n  t h e  
form of t h e  Western r e a c t i o n  t o  S o v i e t  power and t h e  
worsening of East-West r e l a t i o n s ,  t h a t  dec ided  t h e  fa te  
of Varga 's  ideas and s e t  t h e  c o u r s e  o f . S o v i e t  p o l i c y .  
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I V ,  SOVIET VIEWS OF CAPITALISM: 1948-1952 

The Deformation of S o v i e t  Economic Scholarship/Intelligence 
I 

4 :  

'33: To the  s t u d e n t  of  i n t e l l e c t u a l  h i s t o r y ,  t h e  p e r i o d  
between Varga's i n t e l l e c t u a l  demise and S ta l in ' s  d e a t h  was a 
pe r iod  p r o f u s e  w i t h  myths, b u t  devoid  of ideas. 
o f f i c i a l  d i savowal  and condemnation of Varga's views,  S o v i e t  
a n a l y s i s  of t h e  c o u r s e  of c a p i t a l i s t  economic developments 
became h e a v i l y  biased and d i s t o r t e d  by t h e  r i g i d  r equ i r emen t s  
for i d e o l o g i c a l  conformi ty  imposed by t h e  S o v i e t  l e a d e r s h i p .  
A s  a consequence,  what w a s  f o r m e r l y  s e r i o u s  s c h o l a r l y  a n a l y s i s  
of t h e  c a p i t a l i s t  economy became t ransformed i n t o  academic 
propaganda conforming t o  the prede termined  p a t t e r n  of Marxist 
dogma,* The t h e s i s  of an approaching  economic d e p r e s s i o n  i n  
t h e  US and its development i n t o  a wor ld  economic c r i s i s  of 
major p r o p o r t i o n s  became a s t a p l e  of  academic propaganda. 
S i n c e  i t  is h i g h l y  d o u b t f u l  t h a t  t h e  S o v i e t  l e a d e r s h i p  a f t e r  
1949 e v e r  s e r i o u s l y  b e l i e v e d  in t h e  imminence of a major 
c a p i t a l i s t  depressaon ,  t h i s  t h e s i s  w a s  obv ious ly  des igned  
f o r  domest ic  and f o r e i g n  propaganda purposes--to r e a s s u r e  
t h e  S o v i e t  people  t h a t  t h e i r  economic s t a t u s  w a s  better than  
t h a t  of Americans and t o  warn t h e  a l l i e s  of  t h e  US t h a t  too 
close economic dependence on t h e  US w i t h  its impending 
economic crisis would have d i s a s t r o u s  e f f e c t s  f o r  them. 

With t h e  

I 

34. Although t h e  p a t e n t l y  p r o p a g a n d i s t i c  l i n e  adopted 
by the S o v i e t  leaders and t h e i r  academic p r o p a g a n d i s t s  on 
c a p i t a l i s t  economic developments probably  had l i t t l e  i n -  
f l u e n c e  on S o v i e t  p o l i c i e s  i n  t h i s  period, t h e  developments 
i n  t h i s  propaganda, and p a r t i c u l a r l y  t h e  problems a t t e n d i n g  
its implementa t ion ,  are worthy of a t t e n t i o n  f o r  s e v e r a l  
r e a s o n s .  In t h e  first p l a c e ,  t h e  v a r i a t i o n s  i n  t h e  propa- 
ganda l i n e  cast some l i g h t  on t h e  changing S o v i e t  estimate 

* A 1  ist  of t h e  pub l i shed  works of Varga's I n s t i t u t e  i n  
1946 and 1947 And t h o s e  of t h e  Econosaics I n s t i t u t e  i n  1953 
is found i n  Appendix V I .  A g l a n c e  a t  t h e  t i t l e s  a l o n e  shou ld  
c l e a r l y  i l l u s t r a t e  t h e  deformat ion  of S o v i e t  s c h o l a r s h i p .  
The appendix  a l s o  c o n t a i n s  a sample list of t y p i c a l  themes 
f o r  d i s s e r t a t i o n s  on c a p i t a l i s m  prepared  by t h e  I n s t i t u t e  
i n  1950. 
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of i n t e r n a t i o n a l  reali t ies and on t h e  subsequent  t e n d e n c i e s  
.toward change i n  S o v i e t  tactics. Equa l ly  impor t an t ,  t h e  
problems a r i s i n g  from t h e  r e o r g a n i z a t i o n  of Varga's I n s t i t u t e ,  
t h e  dif$iculties,experienced by p r o f e s s i o n a l  economis ts  i n  
f i l t e r i n g  t h e i r  f i n d i n g s  ;through i d e o l o g i c a l  l e n s e s ,  and t h e  
g e n e r s l  d e t e r i o r a t i o n  i n  p r o f e s s i o n a l  a c t i v i t y  were such  that 
i t  is h i g h l y  q u e s t i o n a b l e  whether t he  S o v i e t  leaders could  
have g o t t e n  an  accurate a p p r a i s a l  of f o r e i g n  economic develop- 
ments i n  t h i s  p e r i o d ,  even i f  t h e y  had d e s i r e d  one. Thus de- 
s p i t e  c o n s t a n t  P a r t y  demands f o r  " s e r i o u s ,  '' " o r i g i n a l ,  (' and 
" t h e o r e t i c a l l y  da r ing"  s t u d i e s  on c a p i t a l i s m ,  most S o v i e t  
economis ts ,  f e a r i n g  the consequences of error, w e r e  c o n t e n t  
t o  r e d u c e  t h e i r  work t o  r e h a s h i n g  d o c t r i n a l  themes, r e p e a t i n g  
h igh - l eve l  p r o n o u n c e m e n t s , , ~ ~  i s s u i n g  p r o p a g a n d i s t i c  a r t ic les  
and l e c t u r e s .  The few who dared  t o  r e p o r t  economic t r u t h  
abou t  t h e  o u t s i d e  w o r l d  i n v i t e d  p r o f e s s i o n a l  disaster.  

35. The 1947 r e o r g a n i z a t i o n  and t h e  c o n s t a n t  p r e s s u r e  
of i d e o l o g i c a l  conformi ty  l e f t  t h e  research base of S o v i e t  
a n a l y s i s  of c a p i t a l i s m  i n  a con t inued  state of d i s o r g a n i z a t i o n  
throughout  S t a l i n ' s  l ifetime. Throughout t h i s  p e r i o d  t h e  
director  of t h e  Economics U s t i t U t e ,  Os t rov i tyanov ,  and h i s  
d e p u t i e s ,  V. P. Dyachenko and F. V. Samokhvalov, were t o  
complain b i t t e r l y  t h a t  few s c h o l a r l y  works on contemporary 
c a p i t a l i s m  were be ing  pub l i shed ,  t h e  m a j o r i t y  of works be ing  
"educa t iona l  OF p r o p a g a n d i s t i c  i n  f u n c t i o n .  '' In 1948 no 
s c h o l a r l y  works on c a p i t a l i s m  were pub l i shed  by t h e  Economics 
I n s t i t u t e  and i n  1951 only one work w a s  r e l e a s e d .  A s  late 
as 1951 i t  w a s  r e p o r t e d  t h a t  t h e  v i t a l  S e c t o r  on C a p i t a l i s t  
Bus iness  Condi t ions  d i d  n o t  produce a s i n g l e  work "because 
q u a l i f i e d  personnel  could  n o t  be found for t h e  a n a l y s i s  of 
t h e  accumulated material." Apparent ly  t h e  d i scove ry  a yea r  
earl ier of a cel l  of "bourgeois ob jec t iv i smPt  i n  t h e  I n s t i -  
t u t e  had n o t  aide'd the procurement of competent personnel!  
Thus i t  is n o t  s u r p r i s i n g  t h a t  i n  late 1952 and e a r l y  1953 
t h e r e  were rumblings of change i n  t h e  I n s t i t u t e  and cal ls  
f o r  a "dec i s ive  r e o r g a n i z a t i o n .  '' 

I .  , 

36. Faced wi th  such  d i f f i c u l t i e s ,  many S o v i e t  s p e c i a l -  
ists s p e n t  t h e i r  t i m e  w r i t i n g  s c h o l a s t i c  e s s a y s  on Marxist 
d o c t r i n e  and a t tempted  t o  avo id  t h e  impor t an t  q u e s t i o n s  of 
contemporary c a p i t a l i s t  development, a p p a r e n t l y  i n  t h e  hope 
t h a t  t h e  P a r t y  l i t e r a r y  hacks would treat  t h e s e  ques t ions .  
The P a r t y  r e a c t e d  t o  t h e s e  d i v e r s i o n a r y  maneuvers by chaxg- 
ing  i n  C u l t u r e  and L i f e  (21 October 1950) t h a t  the j o u r n a l  
Problems of Economics, s u c c e s s o r  t o  Varga's j o u r n a l ,  had 
devoted only  one s u p e r f i c i a l  r ev iew i n  1949 t o  t h e  develop- 
ment of t h e  "latest economic crisis" of c a p i t a l i s m .  Xt is 



worth n o t i n g  t h a t  V. Leonidov, a u t h o r  of t h e  c r i t i c i z e d  
a r t i c l e ,  (*ob. of E c o n . N a . 9 ,  1949) had compared t h e  US 
r e c e s s i o n  of l a te  194g w i t h  t h e  great 1929 crash, b u t  had 
c a r e f u l l y  r e f r a i n e d  from s e t t i n g  'a date for  t h e  h e r a l d e d ,  
b ig  degres s ion .  As a co&equence of t h i s  cr i t ic ism,  t h e  
e d i t o e i a l  board of t h e  j o u r n a l ,  which had remained i n t a c t  
s i n c e  e a r l y  1948, s u f f e r e d  i n  e a r l y  1951 t h e  first of its 
many r e o r g a n i z a t i o n s .  

climate f o r  s e r i o u s  s t u d y  w a s  t h e  f a t e  t h a t  b e f e l l  L. S. 
Mendelson's book in 1950. T r e a t i n g  a s u b j e c t  far  removed 
from c u r r e n t  e v e n t s ,  Mendelson had w r i t t e n  a h i g h l y  theo r -  
e t ica l  and voluminous Marxis t  h i s t o r y ,  1 9 t h  Century Economic 
Crises and C y c l e s  (1949). Although t h i s  work had been pre-  
pared l a r g e l y  be fo rb  t h e  w a r  under t h e  aegis of Varga's In-  
s t i t u t e ,  i t  had been s o  c a r e f u l l y  worked over 'by the  s taff  Of 
t h e  Economics I n s t i t u t e  t h a t  its f i n a l  d r a f t  had been warmly 
p r a i s e d  by Ost rovi tyanov i n  1948. Never the l e s s ,  in 1950 
Pravda (29 September) d i scovered  " se r ious  errors" i n  the work 
a n d h a r p l y  c r i t i c i z e d  its a u t h o r ,  as w e l l  as its e d i t o r ,  
P. K. Figurov,  and r ev iewer ,  F. I. Mikhalevsky. Mendelson, 
i n  a n  a p p a r e n t  a t t e m p t  t o  describe more or less o b j e c t i v e l y  
c e r t a i n  f e a t u r e s  of caf i i t a l i s t  development,  had erred i n  
p o r t r a y i n g  t h e  p r o g r e s s i v e ,  r a t h e r  t h a n  the  n e g a t i v e ,  s i d e  
of c a p i t a l i s m .  In t h e  wi t ch  hun t  t h a t  ensued,  Figurov w a s  
found t o  have r e p e a t e d  errors similar t o  Varga's on t h e  
n a t u r e  of t h e  c a p i t a l i s t  s ta te  i n  t w o  pamphlets w r i t t e n  i n  
1948 and 1949, and he w a s  removed f r o m  h i s  I n s t i t u t e  p o s t  
as head of t h e  Sec to r  on Imperial ism.  Despi te  t h r e e  y e a r s  
of i d e o l o g i c a l  d i s c i p l i n i n g ,  sqme S o v i e t  economists  still 
d i d  n o t  f u l l y  unders tand  t h a t  t hey  were meant t o  be propa- 
g a n d i s t s  f o r  t h e  regime and no th ing  else. 

c 

37. Pe'rhaps t h e  best i l l u s t r a t i o n  of t h e  d e t e r i o r a t i n g  

38. In a l a r g e r  s e n s e ,  t h e  e v e n t s  of t h i s  p e r i o d  p o i n t  
up n o t  only t h e  p i t f a l l s  f a c i n g  S o v i e t  economists  s t u d y i n g  
c a p i t a l i s m  b u t  a l s o  t h e  s e r i o u s  crisis f a c i n g  Marxis t  doc- 
t r i n e  i t se l f  i n  t h e  USSR. The r e p e a t e d  tendency toward 
error or he resy  by S o v i e t  p r o f e s s i o n a l s  de r ived  n o t  from 
t h e i r  p o l i t i c a l  courage o r  i n t e l l e c t u a l  p e r v e r s i t y  b u t  
from t h e  f a i l u r e  of t h e  changing e lements  of i n t e r n a t i o n a l  
r e a l i t y  t o  conform t o  a predetermined mythologica l  p a t t e r n .  
Thus t h e  i n h e r e n t  i n c o m p a t i b i l i t y  "to a n a l y s e  thoroughly  
and s e r i o u s l y  t h e  p rocesses  which occur i n  t h e  contemporary 
cap i t a l i s t  economies and t o  show b r i l l i a n t l y  t h e  greatest 

Or 

. 1  

-25- 



advan tages  of t h e  S o c i a l i s t  sys tem of economy" (Pravda,  
10 December 1950) w a s ,  and s t i l l  is, t h e  s o u r c e  
r e p e a t e d  h e r e s i e s  i n  o f f i c i a l  S o v i e t  Marxism.* 

t*The"Approaching US Economic C r i s i s " :  Dogma v s  R e a l i t y  
* .  

, l  
39. Although t h e  t h e s i s  of a n  approaching  economic c r i s i s  

i n  t h e  US con t inued  t o  be expounded by S o v i e t  l e a d e r s  and re- 
f b e c t e d  i n  S o v i e t  economic w r i t i n g s  throughout  t h e  postwar  
p e r i o d ,  i t  r e c e i v e d  i ts  b i g g e s t  boost d u r i n g  t h e  US r e c e s s i o n  
of 1948-49. Spokesmen i n  t h e  P a r t y  p r e s s  asserted t h a t  t h e  
crisis j u s t  begun in t he  US would  s h o r t l y  embrace the e n t i r e  
c a p i t a l i s t  world.  Malenkov, making h i s  debut  as a n  October 
Revolu t ion  o r a t o r  i n  1949, comple t e ly  ignored  t h e  g r a d u a l  up- 
swing i n  t h e  US b u s i n e s s  c y c l e  la te  i n  t h e  y e a r ,  and l a i d  f a r  
g r e a t e r  stress on economic d e t e r i o r a t i o n  i n  t h e  US t h a n  had 
'Zhdanov i n  1946 and Molotov i n  1947 and 1948. However, wh i l e  
he impl ied  t h a t  t h e  US w a s  worse off t h a n  i t  had been on t h e  
eve  of t h e  g r e a t  d e p r e s s i o n ,  Malenkov d i d  n o t  commit h imsel f  
on t he  a n t i c i p a t e d  d a t e  of t h e  a r r i v a l  of  a f u l l y  developed 
depres s ion  i n  t h e  US. The a lmost  comple te  absence  of  s u c h  
r e f e r e n c e s  i n  t h e  October  Revo lu t ion  speeches  of Bulganin i n  
1950 and Beria i n  1951 i n d i c a t e s  t h a t  t h e  l e a d e r s h i p  had 
t u r n e d  its a t t e n t i o n  t o  more r ea l i s t i c  c o n s i d e r a t i o n s ,  t h e  w a r  
i n  Korea. 

' 40. The Korean w a r  and the  consequent  Western rearmament 
s h a t t e r e d  S o v i e t  e x p e c t a t i o n s ,  ( j u s t i f i e d  or not )  of  a major  
c a p i t a l i s t  d e p r e s s i o n ,  and produced r e a d j u s t m e n t s  i n  t h e  prop- 
aganda l i n e  of an approaching  economic crisis. 
t h e  ou tb reak  of t h e  war, S t a l i n ' s  o l d , t h e s i s  of  t h e  effects 
of w a r  on t h e  c a p i t a l i s t  economy was r e s u r r e c t e d  and adopted  
as t h e  o f f i c i a l  l i n e :  

S h o r t l y  a f t e r  

"What does p l a c i n g  t h e  economy of a c o u n t r y  on a m i l i -  
t a r y  f o o t i n g  mean? 
m i l i t a r y  d i r e c t i o n ;  deve loping  t o  t h e  utmost  t h e  produckion 

I t  means g i v i n g  i n d u s t r y  a one-sided,  

* For more r e c e n t  examples: (1) I n  1951 Pravda (29  August) 
c r i t i c i z e d  a l e a d i n g  S o v i e t  economist  on Japan ,  Y a .  Pevzner ,  
f o r  f a v o r a b l y  t r e a t i n g  t h e  US-sponsored postwar  a g r a r i a n  re- 
f o r m  i n  Japan i n  h i s  book, The Monopoly C a p i t a l  of Japan  
During t h e  Second World War and A f t  er, ed.  by I(. Popov (1950);  
and (2) I n November 1952 a t  a session o f  economis ts ,  one A. M. 
Alekseyev criticized a c o l l e c t i v e  work of t h e  I n s t i t u t e ,  The 
S i t u a t i o n  and S t r u g g l e  of  t h e  Working Class of  Western Eu-e 

952) f o r  n o t  expos ing  t h e  bourgeo i s  t h e o r y  t h a t  taxes t e n d  
t o  e q u a l i z e  t h e  incomes of  a l l  classes i n  bourgeo i s  s o c i e t y .  

I 
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of goods n e c e s s a r y  f o r  war and n o t  f o r  consumption by t h e  pop- 
u l a t i o n ; .  r e s t r i c t i n g  t o  t h e  u tmost  t h e  p r o d u c t i o n  and,  es- 
p e c i a l l y ,  t h e  s a l e  of  ar t ic les  of  g e n e r a l  consumption by the 
p o p u l a t i o n ,  and c o n f r o n t i n g  t h e  c o u n t r y  w i t h  an  economic 
c r is i s5.)l1” ,‘ 

. .. 

. ,  
J u s t  as S o v i e t  spokesmen had argued t h a t  t h e  a r t i f i c i a l  

s t i m u l a t i o n  of  t h e  Marsha l l  P l a n  and t h e  h i g h  l e v e l  o f  e a r l y  
pgstwar  m i l i t a r y  p roduc t ion  had t e m p o r a r i l y  postponed t h e  ex- 
pec ted  US crisis immediately a f te r  t h e  war, t h e y  con t inued  
p r e d i c t i n g  a f t e r  1950 t h a t  Western rearmament would o n l y  tempo- 
r a r i l y  d e l a y  t h e  o n s e t  of  a new, more d i s a s t r o u s  cap i ta l i s t  
d e p r e s s i o n .  

41. The task of S o v i e t  academic propaganda a f t e r  1950 
was t o  prove  t h i s  dictum l a i d  down by S t a l i n  and to  adhere  
s t r i c t l y  t o  t h e  P a r t y  demand of making e v e r y  work on c a p i t a l -  
i s m  an  ind ic tmen t .  Such a r t ic les  as A. Bech in ’ s  i n  1951 (Prob. 
of Econ.No. 3) m e c h a n i s t i c a l l y  s p e l l e d  o u t  t h e  c o n s e q u e n c e s  
of m i l i t a r i z a t i o n :  d e s t r u c t i o n  of t h e  p r o c e s s  of  c a p i t a l  f o r -  
ma t ion ;  r e d u c t i o n  of n o n m i l i t a r y  p roduc t ion  and p e r s o n a l  con- 
sumption;  enr ichment  of monopolies;  i n f l a t i o n  and reduced pur-  
c h a s i n g  power; i n c r e a s e d  n a t i o n a l  debt and i n s o l v e n c y ;  concen- 
t r a t i o n  of produc t ion  and u l t i m a t e  i s o l a t i o n  of t h e  monopol i s t  
warmongers; and ,  f i n a l l y ,  r e v o l u t i o n a r y  a c t i o n  under  working 
class l e a d e r s h i p .  S e r i o u s  s c h o l a r s  l i k e  I .  A .  T rakh tenbe rg ,  
t h e  l e a d i n g  S o v i e t  e x p e r t  on c a p i t a l i s t  f i n a n c e  and a f e l l o w  
heretic w i t h  Varga, wrote  i n  1952 (Prob. of  Econ. No. 10) t h a t  
t h e  h i s t o r y  of t h e  c a p i t a l i s t  b u s i n e s s  c y c l e  demonstrated t h a t  
each s u c c e s s i v e  crisis became l o n g e r  and more d e s t r u c t i v e  
wh i l e  t h e  p e r i o d s  between crises became p r o g r e s s i v e l y  s h o r t e r ,  
t h u s  s u g g e s t i n g  t h a t  t h e  approaching  crisis would be t h e  most 
d e s t r u c t i v e  i n  h i s t o r y . *  Other  economis ts ,  i n c l u d i n g  Varga, 
wrote  similar p r o p a g a n d i s t i c  ro t .  However, even i n  t h e i r  
e f f o r t s  t o  d i s t o r t  t h e  facts and prove t h a t  t h e  Western masses 
were s u f f e r i n g  unbearably  under t h e  b u r d e r s  of rearmament ,  t h e s e  
academic p r o p a g a n d i s t s  gave i n a d v e r t e n t  t e s t imony  t o  the 
growing power of t h e  Western c o a l i t i o n ,  as ev idenced  by t h e  
s u b s t a n t i a l  d e c l i n e  i n  t h e  doc to red  S o v i e t  f i g u r e s  on US UD- 
employment, from 18 m i l l i o n  i n  1949 t o  1 2  m i l l i o n  in 1953.** 

* H e  r e p e a t e d  t h i s  o b s e r v a t i o n  a t  a s e s s i o n  of S o v i e t  econo- 
m i s t s  i n  J anua ry  1953 convened t o  d i s c u s s  S t a l i n ’ s  last  art icle.  

** For t h e s e  “unemployment” estimates, see the articles by 
Varga i n  Pravda (19 March 1950) and Os t rov i tyanov  i n  Psob. of - Ecm No. IZ!7TJ53. 
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The most p r e c i s e  p r e d i c t i o n  of t h e  t i m i n g  of t h e  c o l l a p s e  of  
c a D i t a l i s m  and t h e  complete  v i c t o r y  of Communism w a s  t h a t  by 
G . - V .  Kozlov i n  1952 ( b o b .  o f  Econ. No. 4)-- the second h a l f  
of  t h e  2 0 t h  cen tu ry !  

: r  

i 2 .  Although S o v i e t  p r e d i c t i o n s  of t h e  impending doom 
of c a p i t a l i s m  became i n c r e a s i n g l y  dis tor ted and s t r i d e n t  dur- 
i n g  t h e  "hqte-America"' and "germ warfare"  campaigns of  1951 
apd .1952,  t h e r e  were s i g n s  i n  b o t h  S o v i e t  propaganda and p o l i c y  
of a d i f f e r e n t  S o v i e t  estimate of  t h e  world s i t u a t i o n  and a 
r e a p p r o a s i a l  o f  S o v i e t  s t r a t e g y .  A s  1951 ended,  S o v i e t  propa- 
ganda began t o  l a y  heavy stress on d i s u n i t y  w i t h i n  the Western 
c o a l i t i o n .  While such  e x p l o i t a t i o n  of c a p i t a l i s t  " c o n t r a d i c -  
t i o n s "  w a s  a time-honored Communist tact ic ,  Moscow now began 
t o  ex tend  t h e  l ist  of  weaknesses i t  had been s t r e s s i n g  t o  i n -  
c l u d e  t h o s e  between' t h e  US and o t h e r  Western governments.  
H e r e t o f o r e ,  i t  had l a r g e l g * h e w e d  t o  t h e  Cominform l i n e  t h a t  
t he  Western European governments,  however r e l u c t a n t l y ,  had 
been a c c e p t i n g  US dictates .  Indeed ,  Molotov, i n  h i s  Pravda 
ar t ic le  ( 2 1  December 1949) commemorating S t a l i n ' s  7 O t m h -  
day,had p o i n t e d  t o  t h e  t w o  camps, one headed by t h e  USSR, t h e  
o t h e r  by t h e  US and Great B r i t a i n . '  A l s o ,  i n  c o n t r a s t  t o  Beria 's  
October  Revo lu t ion  speech  i n  1951, Pospelov i n  t h e  f o l l o w i n g  
yea r  dropped t h e  t h e s i s  of  a more s h a r p l y  d e f i n e d  p o l a r i z a -  
t i o n  between t h e  two camps and i n s t e a d  s t r e s s e d  t h e  growing 
c o n t r a d i c t i o n s  i n  t h e  West and t h e  i n e v i t a b l e  economic crisis, 
While S o v i e t  propaganda on c a p i t a l i s m  i n  t h i s  p e r i o d  f a i l e d  
t o  r e f l e c t  t h e  f a c t s  of i n t e r n a t i o n a l  l i f e ,  S o v i e t  p o l i c y  
was a p p a r e n t l y  beginning  t h e  a g o n i z i n g  r ead jus tmen t  t o  t h e  
rea l i t i es  of c a p i t a l i s t  economic s t a b i l i t y ,  m i l i t a r y  power, 
and p o l i t i c a l  u n i t y .  .- 

u n i t y "  theme, a n o t h e r  development r e f l e c t i n g  a growing aware- 
n e s s  of c a p i t a l i s t  economic s t r e n g t h  was t he  re-smergence of  
emphasis  on East-West trade. During t h e  s i x  months p reced ing  
t h e  opening  of  t h e  Moscow Economic Conference i n  A p r i l  1952, 
S o v i e t  propaganda sounded a s t r i d e n t  c r e scendo  h a i l i n g  t h e  
mutual  advantages  of norma l i z ing  world t r a d e  re la t ions.  Al- 
though t h i s  propaganda had t h e  obvious  a i m  of  wrecking t h e  

'Western t r ad t !  c o n t r o l s  program and l i t t l e  a c t u a l l y  r e s u l t e d  
from it d u r i n g  S t a l i n ' s  l i f e t i m e ,  t h e  b o u n t i f u l  p ropagandis -  
t i c  p r o p o s a l s  of  Nes te rov ,  t h e  p r e s i d e n t  of t h e  S o v i e t  Cham- 
ber of Commerce, to  Western Europe and t h e  underdeveloped 
areas of S o u t h e a s t  A s i a  and t h e  Middle E a s t  d i d  foreshadow 
t h e  d i r e c t i o n  i n  which h igh - l eve l  S o v i e t  thought  w a s  heading.  
Even b e f o r e  S t a l i n ' s  d e a t h  S o v i e t  t r a d e  r e p r e s e n t a t i v e s  a t  
t h e  ECE meet ing  i n  Geneva were t a l k i n g  in p r a c t i c a l  terms, 

43. Simul taneous ly  wi th  t h e  i n c r e a s e d  stress on the " d i s -  
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i n  marked c o n t r a s t  t o  t h e i r  p r o p a g a n d i s t i c  performances i n  p re -  
v i o u s  meet ings .  Fol lowing  t h e  p a t t e r n  se t  by Eenin i n  t h e  
autumn of  1921) and r e p e a t e d  by S t a l i n  b e f o r e  t h e  XIVth P a r t y  
Congress  i n  1925, t h e  beg inn ing  of s e r i o u s  trade o v e r t u r e s  
t o  the ; : ' c ap i t a l i s t  c o u n t r i e s  r e f l e c t e d  a r e c o g n i t i o n  of t h e  
tempo$ary s t a b i l i z a t i o n  of c a p i t a l i s m  and an e q u i l i b r i u m  i n  
t h e  world ba l ance  of  power. S o v i e t  p o l i c y  appeared  t o  be re- 
sponding  t o  L e n i n ' s  dictum of  1920: 

w 

"We'must be c l e v e r  enough, by r e l y i n g  on t h e  
p e c u l i a r i t i e s  of  t h e  c a p i t a l i s t  world and e x p l o i t i n g  
t h e  greed  of c a p i t a l i s t s  for r a w  materials, t o  ex- 
t ract  from i t  s u c h  advan tages  as w i l l  s t r e n g t h e n  ou r  
economic posit ion-however s t r a n g e  t h i s  may appear--  
among t h e  c a p i t a l i s t s . "  

I 

S t a l i n  ' s  "Economic Problems of Socialism"* 

44. As 1952 came t o  a c l o s e ,  t h e  S o v i e t  view of t h e  
c a p i t a l i s t  world economy was se t  down a u t h o r i t a t i v e l y  i n  
S t a l i n ' s  a r t ic le  Economic Problems of S o c i a l i s m  i n  t h e  USSR. 
T h i s  work w a s  un ique  o n l y  i n  t he  s e n s e  that  t h e  h igh  p r i e s t  
of Communism had f o r m a l l y  woven i n t o  one  c o h e s i v e  f a b r i c  a l l  
the main t h r e a d s  of or thodox though t  tha t  had been shap ing  
d u r i n g  t h e  e n t i r e  postwar  p e r i o d .  The ideas developed by 
S t a l i n - - t h e  b reak ing  away of  t h e  "Peop le ' s  Democracies" from 

market ,  t h e  deepening of t h e  crisis of t h e  world c a p i t a l i s t  

count r ies - -had  a l l  been fo rmula t ed  and d i s c u s s e d  i n  t h e  de- 
bate ove r  Varga ' s  book and a f t e r w a r d s .  Thus S t a l i n ' s  ar t ic le ,  . 
c a r r y i n g  a l l  t h e  force and a u t h o r i t y  of an  u t t e r a n c e  e x  
c a t h e d r a  f o r  Communists t h roughou t  t h e  world,  fo rma l i zed  So- 
v i e t  views t h a t  had been c r y s t a l l i z i n g  fo r  soma t i m e  on t h e  
contemporary world s i t u a t i o n  and t h e  tasks of  S o v i e t  p o l i c y .  

system, and t h e  i n e v i t a b i l i t y  of  wars between c a p i t a l i s t  j 

45.  The major premise  of S t a l i n ' s  a n a l y s i s  of  t h e  world 
s i t u a t i o n  was t h a t  t h e  t i d e  of Communist t e r r i t o r i a l  expansion 
was ebb ing  t e m p o r a r i l y  as a r e s u l t  of t h e  p a r t i a l  s tab i l iza-  
t i o n  and c o n s o l i d a t i o n  of c a p i t a l i s m .  By p o i n t i n g  t o  t h e  
p r e s e n t  l i m i t e d  g o a l s  of t h e  Communist "peace" movement i n  
non-Communist c o u n t r i e s ,  S t a l i n ' s  ar t ic le ,  i n  e f f e c t ,  re- 
flected a clear r e c o g n i t i o n  t h a t  t h e  o p p o r t u n i t i e s  f o r  t h e  

*lints art icle h a s  been examined i n  de t a i l  i n  many 
p u b l i c a t i o n s ,  i t  w i l l  be treated h e r e  i n  o n l y  t h o  m o s t  g e n e r a l  
t e r m s .  
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immediate over throw of  c a p i t a l i s m  by s u b v e r s i v e  a c t i o n  of  Com- 
munis t  Parties'or by armed a g g r e s s i o n  had narrowed c o n s i d e r -  
a b l y . *  A t  t h e  same t i m e ,  t h e  emphasis  on t h e  i n t e r n a l  and ex- 
t e r n a l  " c o n t r a d i c t i o n s v T  i n  t h e  c a p i t a l i s t  world system c l e a r l y  
p l aced  , t h e  development an'd a g g r a v a t i o n  o f  t h e  c a p i t a l i s t  eco- 
nomic , .%r i s i s  and t h e  s t r u g g l e  among c a p i t a l i s t  s ta tes  i n  t h e  
i n d e t b r m i n a t e  f u t u r e .  The t o n e  of  t h e  ar t ic le  w a s  e s s e n t i a l l y  
one of "u l t ima te"  e v e n t s  and of s i t u a t i o n s  i n  the contemporary 
world t h a t  would n o t  c o n t i n u e  " f o r e v e r  and e v e r . "  
c 

1 )  

46. However, a l though  S t a l i n  r ecogn ized  t h e  e lementary  
r ea l i t i e s  of  capi ta l is t  economic s t a b i l i z a t i o n ,  p o l i t i c a l  u n i t y ,  
and m i l i t a r y  s t r e n g t h ,  he den ied  t he i r  permanency. H i s  c a l l  
t o  f o r e i g n  Communist p a r t i e s  t o  pick up  t h e  banners  of "bourgeois  
democra t i c  r i g h t s "  and " n a t i o n a l  independence and n a t i o n a l  sov- 
e r e i g n t y "  w a s  des igned  t o  e x p l o i t  separate n a t i o n a l  i n t e r e s t s  
a g a i n s t  t h e  common i n t e r e s t s  of t h e  armed c o a l i t i o n  l e d  by t h e  
US. A t  t h e  same t i m e ,  it set t h e  t u n e  f o r  a r e t u r n  t o  t h e  
tact ics  of  diplomacy by t h e  USSR. Moreover, S t a l i n ' s  concen- 
t r a t i o n  on t h e  problems of t h e  c a p i t a l i s t  world market re- 
flected a belief t h a t  S o v i e t  bloc economic p o l i c y  could, th rough  
the  imag ina t ive  and s e l e c t i v e  a p p l i c a t i o n  of  its growing eco- 
nomic power, a f f e c t  t h e  c o u r s e  of economic and po l i t i ca l  de- 
velopment i n  t h e  committed and uncommitted areas in  t h e  E a s t -  
West s t r u g g l e .  Perhaps  S t a l i n  even imagined t h a t  he could  
a c h i e v e  through Communist economic f i a t  t h a t  which Marxis t  
"laws" of social development had f a i l e d  t o  ach ieve ,  t h e  u l t i -  
mate economic c o l l a p s e  of capitalism. 

47. Xn r e a f f i r m i n g  t h e  v a l i d i t y  of  L e n i n ' s  t h e s i s  of t h e  
i n e v i t a b i l i t y  of wars between t h e  imp,er ia ' l is t  s ta tes  and s ta t -  
i n g  t h a t  t he  c o n t r a d i c t i o n s  between t h e  c a p i t a l i s t  s ta tes  were 
g r e a t e r  t h a n  t h e  c o n t r a d i c t i o n s  between them and t h e  S o v i e t  
bloc, S t a l i n  provided  a n  o f f i c i a l  answer t o  t h e  c h a l l e n g e  
raised by Varga f o u r  y e a r s  earlier.** S t a l i n ' s  resort t o  t h e  
mythology of Marxis t  or thodoxy w a s  i n t e n d e d  to  still t h e  f e a r s  

* This w z i n  marked c o n t r a s t  w i t h  t h e  r e v o l u t i o n a r y  g o a l s  
which had r e g u l a r l y  been announced i n  t h e  Cominform journal, 
For A L a s t i n g  Peace, FQr A P e o p l e ' s  Democracy, s h c o  1947. 
S G  in p a r k i c u l a r  t h e  a r t i c l e  ,by Maurice Thorez in t h e  i s s u e  
of 16 December 1949. 

** S i g n i f i c a n t l y i  Vargo p r a i s e d  S t a l i n ' s  work and r e c a s t e d .  
u( f o r  h i s  i d e o l o g i c a l  e r r o r  a t  a session of  t h e  Economics In -  

s t i t u t e  in November 1952. 
... . 
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t h a t  had been r a i s e d  i n  the  minds of r a t i o n a l  men over t h e  i m -  
p l i c a t i o n s  of niodern technological progress and the  doubts t h a t  
had developed about the  dangerous course of S o v i e t  p o l i c y  i n  
t h e  pos$war per iod .  
i n t e r n a t i o n a l  realities s e f l e c t e d  t h e  bankruptcy of Marxist 
orthodoxy and formed t h e  troublesome l e g a c y  of h i s  s u c c e s s o r s .  

The inadequacy of S t a l i n ' s  answers about 

I 
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V. POST-STALIN SOVIET VIEWS OF CAPITALISM: 1953-1955* 

Varga ' s  New Book: S t a l i n i s m  I n  F lux  (Heresy R e - V i s i t e d )  

The main s t red of c u r r e n t  S o v i e t  thought  on t h e  
c a p i t a l i s t  world economy has cont inued  t o  fo l low t h e  cour se  
e s t a b l i s h e d  du r ing  S t a l i n ' s  l a s t  y e a r s .  
cgnt inued  t o  p o i n t  t o  t h e  approaching economic crisis i n  t h e  
US and t o  t h e t d i s a s t r o u s  consequences of t h e  arms race on t h e  
economies and peoples  of t h e  c a p i t a l i s t  world.  With but  one 
excep t ion ,  t h e y  have f a i l e d  t o  f i x  a f i r m  date for t h e  onse t  
of t h e  new crisis, and have by d e f a u l t  p r o j e c t e d  such f o r e c a s t s  
i n t o  t h e  inde te rmina te  f u t u r e  (e .g . ,  Kaganovich's r e c e n t  Octo- 
b e r  Revolu t ion  p r e d i c t i o n  of t h e  t o t d  v i c t o r y  of Communism i n  
t h e  20th  Century) .  They have cont inued  t o  d e p i c t  t h e  economic 
p l i g h t  of t h e  "explo i ted"  workers and p e a s a n t s  of t h e  indus- - 

t r i a l i a e d  and c o l o n i a l  c o u n t r i e s  i n  t h e  darkest c o l o r s ,  making 
such  temporary ad jus tments  as are r e q u i r e d  by t h e  ephemeral in- 
terests of S o v i e t  p o l i c y  o r ,  more r e c e n t l y ,  t h e  " s p i r i t  of 
Geneva." Never the l e s s ,  d e s p i t e  t h e  f o r c e  and d i r e c t i o n  of t h e  
main stream, t h e r e  have developed,  i n  t h e  backwaters and eddys 
of S o v i e t  thought  s i n c e  S t a l i n ' s  dea th ,  c e r t a i n  movements of 
ideas t h a t  a lmost  c e r t a i n l y  reflect more a c c u r a t e l y  t h e  under- 
l y i n g  rea l i t i es  of c u r r e n t  S o v i e t  t h i n k i n g  on c a p i t a l i s m .  

49. Varga ' s  l a tes t  book, The Fundamental Problems of t h e  
Economics and P o l i t i c s  of Imper ia l i sm ( a f t e r  t h e  SecQnd World 
War) (A ugus t  1- , r e p r e s e n t s  a good example of both  t h  e main 
5Eeam of S o v i e t  thought  on c a p i t a l i s m  and its c o n f l i c t i n g  
c u r r e n t s .  T h i s  book, which wag prepared  l a r g e l y  du r ing  S t a l i n ' s  
lifetime but  which appeared af ter  S t a l i n ' s  dea th ,  d e r i v e s  its 
importance from t h e  fact t h a t  i t  was widely acclaimed i n  the 
USSR as t h e  " f i r s t  o u t s t a n d i n g  comprehensive work on t h e  pos t -  
w a r  economics and p o l i t i c s  of imper ia l i sm."  As t h e  only  major 
S o v i e t  work on c a p i t a l i s m  spanning  both  t h e  S t a l i n i s t  and 
p o s t - S t a l i n i s t  p e r i o d s ,  Varga ' s  book is i n s t r u c t i v e .  because 
i t  p o i n t e d l y  r e f l e c t s  t h e  myths of t h e  former pe r iod  and sug- 
gests t h e  problems of t h e  la t ter .  I n  Varga ' s  book, c e r t a i n  
impor tan t  q u e s t i o n s  of c a p i t a l i s t  economic development which 
i n  S t a l i n ' s  t i m e  were brushed off p r o p a g a n d i s t i c a l l y  have for 
t h e  f i r s t  t i m e  been t r e a t e d  as s e r i o u s  s u b j e c t s  f o r  i n q u i r y .  

46. 
S o v i e t  spokesman have 

* The p o s t - S t a l i n  m o d i f i c a t i o n s  i n  S o v i e t  t h i n k i n g  on t h e  " in-  
e v i t a b i l i t y  of wars" t h e s i s  w i l l  n o t  be cons idered  i n  t h i s  
s e c t i o n ,  because they  have r e c e i v e d  adequate tqeatment  e lsewhere.  
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50. Varga ' s  most recent work, as a r i d i c u l o u s  carica- 
t u r e  of c a p i t a l i s t  economic development, r e p r e s e n t s  h i s  com- 
p l e t e  p r o f e s s i o n a l  submission t o  t h e  P a r t y  criticism of h i s  
e a r l y  postwar  treatise.  Fol lowing t h e  dictates of orthodoxy,  
t h e  bu lk  of  Varga ' s  book ; re f l ec t ed  n o t  on ly  a l l  t h e  d i r e c t i v e s  
and t K e m e s  of postwar o f f i c i a l  S o v i e t  thought  on capi ta l . i sm 
cu lmina t ing  i n  S t a l i n ' s  ar t ic le ,  bu t  a l s o  some d i s t o r t e d  nu- 
ances  of h i s  own. For example, he so e x c e s s i v e l y  exaggera ted  
t h e  :Marxist  concept  of " c o l o n i a l  e x p l o i t a t i o n "  ( e . g . ,  t r e a t i n g  
western a n d * s o u t h e r n  France as " i n t e r n a l  c o l o n i e s "  of n o r t h e r n  
France,  and t h e  a g r i c u l t u r a l  and mining s ta tes  of t h e  ITS as 
"colonies"  of v a r i o u s  monopolies!) t h a t  he even shocked the 
p r o f e s s i o n a l  s e n s i b i l i t i e s  of c e r t a i n  Sov ie t  economists  (Mos- 
cow Univ. H e r a l d  No. 4,  1954). Moreover, fo l lowing  the then  
h e l d  P a r t y  l i n e  on I n d i a ,  he treated t h e  Congress P a r t y  leader- 
s h i p  i n  t h e  darkest  c o l o r s ,  a t t a c k i n g  i t  as r e p r e s e n t i n g  t h e  
r e a c t i o n a r y  n a t i v e  bourgeo i s i e  and t h e  f e u d a l  landowners. By 
e a r l y  1954, a f t e r  t h e  l i n e  on I n d i a  had changed, his cr i t ics  
were t o  f i n d  t h i s  view stsomewhat s i m p l i f i e d "  (Pvoh. o f  E c c n .  
No. 5 ,  1954,  and Kommunist, No. 3, 1954) .  In .sum9 t h e  bulk of 
Varga ' s  book is a t r i b u t e  t o  S t a l i n i s m  and r e p r e s e n t s  t h e  
apogee of S o v i e t  academic propaganda on c a p i t a l i s m .  

51. Neve r the l e s s ,  while  Varga has  become a s k i l l e d  
mouthpiece for  his Kremlin masters, he has  a l s o  remained  a 
good economist w i th  perhaps a better unders tanding  of c a p i t a l -  
ist economic p rocesses  than  any o t h e r  Sov ie t  i n t e l l e c t u a l .  He 
demonstrated t h i s  i n  t h e  conc lus ions  t o  h i s  book, which were 
undoubtedly w r i t t e n  after S t a l i n ' s  dea th ,  by r a i s i n g  an i s s u e  
t h a t  has  s i n c e  b e c o m F R E  s u b j e c t  of l i v e l y  deba te  and t h e  
c e n t r a l  problem of c u r r e n t  Sov4et economic thought on c a p i t a l -  
i s m  - The q u e s t i o n  of t h e  e f f e c t s  of rearmament on t h e  e a p i t a l -  
ist economy. Th is q u e s t i o n  h a s  been a t  t h  e r o o t  of a l l  t h  e de- 
c e p t i v e l y  s c h o l a s t i c  debates '  among S o v i e t  economists  over  t h e  
c h r o n o l o g i c a l  d e l i n e a t i o n s  of  t h e  postwar bus iness  c y c l e  and 
its v a r i o u s  phases .  What t h e s e  men have been a c t i v e l y  a t tempt-  
i n g  t o  determine i n  t h e i r  t h e o r e t i c a l  c o n t r o v e r s i e s  ove r  t h e  
d a t i n g  of c y c l e s  is t h e  r e l a t i v e  importance of m i l i t a r y  and 
n o n m i l i t a r y  f a c t o r s  i n  t h e  c y c l i c a l  r ises and f a l l s .  

52. Varga cha l lenged  t h e  o v e r s i m p l i f i e d  S t a l i n i s t  prapo- 
s i t i o n  t h a t  c a p i t a l i s t  rearmament leads d i r e c t l y  and immediately 
t o  a r e d u c t i o n  of  n o n m i l i t a r y  product ion  and pe r sona l  consump- 
t i o n ,  a d e s c r i p t i o n  app ly ing  more a c c u r a t e l y  t o  t h e  s i t u a t i o n  
i n  t h e  S o v i e t  economy where f u l l  empldyment of r e s o u r c e s  is 
planned.  
ism, p a r t i c u l a r l y  i n  t h e  US, supplements ,  rather than  competes 
wi th ,  t h e  o t h e r  i n d u s t r i a l s e C E o r s ,  and t h a t  i t  l e a d s  t o  a 

Varga dec la red  t h a t ' m i l i t a r y  product ion  under c a p i t a l -  
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temporary expansion of t o t a l  i n d u s t r i a l  p roduct ion  as a r e s u l t  
of b r i n g i n g  i n t o  employment p roduc t ive  forces t h a t  had n o t  pre-  
v i o u s l y  been u t i l i z e d .  While contemporary S o v i e t  economic 
t h o u g h t , h a s  accepted  t h e  t h e s i s  t h a t  rearmament l e a d s  to a t e m -  
po ra r~ : ' upswing  i n  t h e  bukiness  c y c l e ,  deforming its development, 
it hap denied Varga's view t h a t  m i l i t a r y  product ion  supplements  
i n d u s t r i a l  product ion.* Acceptance of t h e  l a t t e r  concept  would 
imply not  o n l y  a fundamental r e v i s i o n  of or thodox Marxis t  
thought on the  s t r u c t u r e  of t h e  cap i ta l i s t  economy bu t  also a 
nega t ion  o f ' t h e  t h e o r y  of t h e  d e s t r u c t i v e  consequences of rearma- 
ment on the  c a p i t a l i q t  economic system. 

a g a i n  a heretical equa t ion  i n t o  t h e  Marxis t  mythological  cosmos, 
by s u g g e s t i n g  t h i s  t i m e ,  in t h e  worlds  of h i s  c r i t i cs ,  " tha t  
t h e  i n t e r n a l  f o r c e d  of capitalism and its l a w s  have somehow 
ceased t o  o p e r a t e  and t h a t  t he  development of c a p i t a l i s m  now 
is determined by ar t i f ic ia l  m i l i t a r y - i n f l a t i o n a r y  f a c t o r s "  

(Kommunist No. 3, 1954);  S u r p r i s i n g l y ,  despite h i s  obvious 
he resy ,  Varga has n o t  been o f f i c i a l l y  criticized, and open de- 
bate--the first real one i n  many years--has cont inued  t o  rage 
i n  the S o v i e t  economic community r i g h t  up t o  the p r e s e n t  t i m e .  

53. I n  effect, what Varga had done was t o  i n t r o d u c e - o n c e  

I '  

'' 54. Varga's c r i t i cs  have charged t h a t  he is no t  alone i n  
ho ld ing  such  views, and, wh i l e  no one has openly embraced them 
i n  p r i n c i p l e , t h e r e  have been t ac i t  admissions of s u p p o r t ,  
Varga ' s  former a s s o c i a t e ,  I. A. Trakhtenberg ,  w r i t i n g  i n  the , 
June 1955 i s s u e  of Kommunist a t  a t i m e  when the US economy w a s  
e n j o y i n g  an unprecedented economic boom, stated t h a t  while the  
g e n e r a l  * f l a w s f '  of c a p i t a l i s t .  development were immutable, "it 
would be i n c o r r e c t  t o  i g n o r e  t4e s i g d f i c a n c e  of m i l i t a r y -  
i n f l a t i o n a r y  f a c t o r s ,  which can s t i m u l a t e  r e v i v a l ,  de l ay  the  I 

e r u p t i o n  of a crisis, change t h e  c o u r s e  of a crisis, and change 
t h e  form, sequence, and p r o s p e c t s  of  a crisis." H e  t hen  went 
on t o  s a y ,  q u i t e  c o r r e c t l y ,  t h a t  on ly  i n  the  f i n a l  a n a l y s i s  
would rearmament lead t o  a r e d u c t i o n  of l i v i n g s t a n d m d s  be- 
cause  i n  t h e * s h o r t  run  "the i n f l a t i o n a r y  method of accumulat- 
i n g  monetary r e s o u r c e s  through t h e  budget t empora r i ly  creates 
a d d i t i o n a l  purchas ing  power. As a r e s u l t  the  gene ra l  purchas ing  

I 
l 

* Along-wi th  many o t h e r s ,  A. Bechin, a u t h o r  of t h e  much pub- 
l i c i z e d  p r e d i c t i o n  i n  September 1955 of  an expec ted  US crisis 
of overproduct ion  " i n  the n e x t  f e w  months',! has denied tha t  . 
m i l i t a r y  product ion  supplements o v e r - a l l  i n d u s t r i a l  p roduct ion ,  
but, s i g n i f i c a n t l y ,  he was n o t  r e f e r r i n g  t o  t h e  US economy 

I i n  t h i s  i n s t a n c e .  (Prob. of Econ.No. 9, 1955) 
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power i n c r e a s e s ,  which s t i m u l a t e s  t h e  growth of product ion."  
T h i s  comple te ly  undermines t h e  o f f i c i a l  S o v i e t  Marxist r o t  
about  t h e  "law of t h e  a b s o l u t e  and r e l a t i v e  impoverishqent a f  
t h e  worqing class under  c a p i t a l i s m . "  

rearmament on capitalism is s i g n i f i c a n t  from a practical 
s t a n d p o i n t  because it c l e a r l y  demonst ra tes  t h a t  p r o f e s s i o n a l  
Spvfe t  economists ,  l i k e  t h e i r  less p r e t e n t i o u s  Western c o u n t e p  
p a r t s ,  are fnl a quandary over  t h e  p r e c i s e  economic i m p l i c a t i o n s  
of a h igh  l e v e l  of arms product ion .  Moreover, i n  c o n t r a s t  t o  
what passed f o r  economic r e s e a r c h  under S t a l i n ,  when s c h o l a r s  
handled d i f f i c u l t  problems by d u s t i n g  o f f  a few q u o t a t i o n s  from 
t h e  Marxis t  classics, Sov ie t  economists  now are beginning t o  
look  c l o s e l y  and s e r i o u s l y  a t  t h i s  problem and o t h e r s  l i k e  i t .  
T h i s  deba te  a l s o  i l l u s t r a t e s  the crisis wi th in  Sov ie t  Marxism, 
i n  t h e  sense t h a t  Sov ie t  p r o f e s s i o n a l s  must r e p e a t e d l y  and 
d e l i b e r a t e l y  circumvent t h e  bankrupt  d o c t r i n a l  tenets  i n  o r d e r  
t o  e x p l a i n  t h e  complex phenomena of modern i n d u s t r i a l  s o c i e t y .  
S t i l l  more impor tan t  from a p o l i t i c a l  s t a n d p o i n t ,  t h o  central  
focus  of S o v i e t  economic thought  on what their  p ropagand i s t s  
ca l l  t h e  " m i l i t a r i z a t i o n  of t h e  Western economy" appea r s  t o  
r e f l e c t  t h e  Kremlin 's  long-held c o n v i c t i o n  t h a t  t h e  long- 
awaited c a p i t a l i s t  world dep res s ion  has  been postponed only 
by t h e  h igh  l e v e l  of Western arms product ion .  The c u r r e n t  
S o v i e t  view of c a p i t a l i s m  has  t h u s  posed a c e n t r a l  problem f o r  
S o v i e t  diplomacy: how t o  f o r c e  a r e d u c t i o n  i n  Western arms 
product ion  wi thout  s a c r i f i c i n g  v i t a l  S o v i e t  in terests?  

I 
I L  

$5. The c u r r e n t  t h e o r e t i c a l  deba te  about t h e  e f f e c t s  of 

"'The Approaching US Economic C r i s i s : ' '  A New T w i s t ?  

56. The end of t h e  war i n  Korea rand t h e  p rospec t  of a 
r e d u c t i o n  i n  t h e  Western arms bui ld-up appeared t o  e n l i v e n  real 
S o v i e t  i n t e r e s t  i n  t h e  c a p i t a l i s t  world economy and r e s t o r e  
c o n v i c t i o n  i n  t h e  long- inac t ive  hopes f o r  t h e  approach of a 
new, s e v e r e  US economic cr is is .  During t h e  f i n a l  stages of t h e  
long-drawn-out armistice n e g o t i a t i o n s ,  S o v i e t  spokesmen began 
t o  react o p t i m i s t i c a l l y  to t h e  f i r s t  signs of f l u c t u a t i o n  i n  
t h e  US b u s i n e s s  c y c l e  i n  t h e  second q u a r t e r  of 1953.' Appear- 
i n g  c l o s e l y  on t h e . h e e l s  of h i s  Pravda ar t ic le  of 24 May, which 
had noted t h e  s i g n s  of t r o u b l e  i n  t h e  US economy, Vargass book 
carried t h e  f o l l o w i n g  conclus ion:  

"The economic s i t u a t i o n  of t h e  c a p i t a l i s t  wos3.d i n  
1952 p r a c t i c a l l y  demonst ra tes  what has always been clear , 

t o  Marxists: product ion  f o r  war cannot  s o l v e  t h e  prob- 
l e m s  of t h e  market--the problems of sale. The c a p i t a l -  
ist economy clear ly  s t a n d s  on t h e  eve of a new economic 
crisis. '' 
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I '  . . 
..*: 

On 18 October and a g a i n  on 28 Janua ry  1954, Varga wrote 
articles i n  Pravda i n  which h e  f i r s t  observed  t h a t  the US was 
heading  l t s t r m f o r  a crisis of overproduction' '  and later 
d e c l a r e d  t h a t  th,e a n t i c i p a t e d  crisis had a l r e a d y  begun. 

$7. Although o t h e r  S o v i e t  spokesmen p icked  u p  h i s  oue 
and ekpanded i t  much f u r t h e r ,  Varga c a r e f u l l y  avoided  pinpoint+ 
i n g  t h e  p r e c i s e  role t h e  t h e n  developing  US " c y c l i c a l  crisis" 
would p l a y  i n  t h e  "ever-deepening ' g e n e r a l  crisis of  capital-  
i s m . ' "  T h e * i n c l i n a t i o n  t o  r e c o g n i z e  t h e  c o m p l e x i t i e s  of  cap- 
i t a l i s t  economic p r o c e s s e s ,  t o  a s c e r t a i n  and examine s c i e n t i f -  
i c a l l y  a l l  t h e  facts, whether f a v o r a b l e  t o  Marxist d o c t r i n e  or 
n o t ,  and t o  submit  t o  o r i g i n a l  a n a l y s i s ,  seems characteristic 
of Varga,  i n  c o n t r a s t  t o  t h e  d i s to r t ed  dogmatic i n t e r p r e t a t i o n s  
of h i s  contemporar ies .  For example, t h e  economist A. K a t s  wrote  
an a r t i c l e  i n  May *'proving" how American economis ts  were fal-  
s i f y i n g  unemployment s t a t i s t i c s  i n  order t o  cover  u p  t h e  de- 
t e r i o r a t i n g  c o n d i t i o n s .  He "est imated" US employment a t  rough- 
l y  21 m i l l i o n , ,  i n c l u d i n g  11 m i l l i o n  f u l l y  unemployed, 6.5 
m i l l i o n  p a r t i a l l y  unemployed, and 3.4 m i l l i o n  i n  t h e  armed 
forces! (Prob. of Ecoll .No. 5 ,  1954) 

of 1953 t h e  p o s t - S t a l i n  l e a d e r s h i p  s h a r e d  Varga ' s  c a u t i o u s  
optimism, t h e n  t h e y  were p robab ly  convinced that  t h e  West w a s  
f a c i n g  s u b s t a n t i a l  economic d i f f i c u l t i e s , *  b u t  were u n c e r t a i n  I 

c once rn ing  t h e i r  e x t e n t ,  d u r a t i o n ,  and f u t u r e  i m p l i c a t i o n s .  
I t  a p p e a r s  almost c e r t a i n  t h a t  S o v i e t  p o l i c y  d u r i n g  t h e  B e r l i n  
Conference was n o t  p r e d i c a t e d  upon an e x p e c t a t i o n  of  imminent 
c o l l a p s e  of  t h e  Western economies. An i n d i c a t i o n  of  t h i s  

t h e  t h e n  c u r r e n t  c a p i t a l i s t  economic d i f f i c u l t i e s  were marked- 
l y  m i l d  and b r i e f ,  framed w i t h i n  t h e  s t a n d a r d  propaganda con- 
t ex t  of t h e  s t r u g g l e  between c a p i t a l i s m  and socialism and t h e  

I ,  

' I  
/ I  

5 8 .  I f  i t  is t r u e ,  as seems l i k e l y ,  t h a t  as o f  t h e  end 

I 
c a u t i o n  w a s  wi tnessed  i n  t h e  m+d-Marc.h 1954 Supreme S o v i e t  
e l e c t i o n  speeches  of  t h e  S o v i e t  leaders. T h e i r  r e f e r e n c e s  t o  I 

j 

* T h i s  view was also r e f l e c t e d  i n  t h e  c o n v e r s a t i o n s  Gunnar 
Wyrdal, Execu t ive  S e c r e t a r y  of t h e  ECE, had i n  e a r l y  1954 w i t h  
numerous S o v i e t  economists .  According t o  t h e  widely c i r c u l a t e d  
a c c o u n t s  of Myrdal ' s  t r i p  t o  t h e  USSR, many S o v i e t  economis ts  
con t inued  t o  b e l i e v e  t h a t  a US d e p r e s s i o n  was i n e v i t a b l e .  They 
also were r e p o r t e d l y  v e r y  eager t o  t a l k  about  world c o n d i t i o n s  
and t o  l e a r n  about  t h e  o u t s i d e  world,  f i r s t - h a n d  knowledge of 
which had been almost imposs ib l e  t o  o b t a i n  under  S t a l i n .  
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demonst ra ted  s u p e r i o r i t y  of  t h e  l a t te r .  T h i s  was i n  marked , 

c o n t r a s t  t o  t h e  l e n g t h y  c i t a t i o n s  c h a r a c t e r i s t i c  of  t h e i r  1950 
e l e c t i o n  speeches  and t h e  speeches  at t h e  1 9 t h  P a r t y  Congress .  

A h i n t  of t h e  d i r e c t i o n  toward which s e r i o u s  S o v i e t  
t h o u g h t s  on r e l a t i o n s  wi th  t h e  c a p i t a l i s t  world were d r i f t i n g  

f i e l d  of S o v i e t  f o r e i g n  economic p o l i c y .  Malenkov's b r i e f ,  al- 
most p a r e n t h e t i c a l ,  remark about making t h e  t rademark "Made I n  
The USSR" s t a n d  f o r  q u a l i t y  on t h e  wor ld  market  and t h e  pro- ,  
gram announced earlier f o r  i n c r e a s i n g  g r a i n  s u r p l u s e s  f o r  f o r -  
e i g n  e x p o r t s ,  as w e l l  as  for o t h e r  purposes ,  s u g g e s t  t h a t  the 
S o v i e t  leaders may have in t ended  t o  develop  commercial rela- 
t i o n s  w i t h  t h e  West on a f a i r l y  long-term basis.  I n  c o n t r a s t  
t o  S t a l i n ' s  s te r i le  e a r l y  postwar  p o l i c y  of economic i s o l a t i o n  
and wa tch fu l  w a i t i h g  f o r  t h e  impending c a p i t a l i s t  crisis, t h e  
p o l i c y  of h i s  s u c c e s s o r s  is t o  employ t r a d e  as b o t h  a s o u r c e  
of  needed goods and a p o l i t i c a l  weapon, whether o r  n o t  t h e  long-  
a n t i c i p a t e d  c a p i t a l i s t  d e p r e s s i o n  develops .  

60. Although Varga predicted, i n  an Engl ish- language 
broadcast t o  American aud iences  i n  A p r i l  1954, t h a t  "a terr i -  
ble c a l a m i t y  l i k e  t h e  g r e a t  c r a s h  of  t h e  e a r l y  t h i r t i e s  w a s  
approaching  wi th  i n c r e a s i n g  speed , "  t h e  f l i g h t  of S o v i e t  prop- 
a g a n d i s t i c  f ancy  soon se t t led  down t o  r e a l i t y  as t h e  US Cycle 
ceased to  move downward and began its steadyupward c l imb l a t e  
i n  t h e  y e a r .  From mid-1954 up t o  t h e  p r e s e n t  t i m e  S o v i e t  
spokesmen, w i th  one e x c e p t i o n ,  c a r e f u l l y  avoided s e t t i n g  a date 
for t h e  impending US c r a s h ,  and i n s t e a d  t u r n e d  c h a r a c t e r i s -  
t i c a l l y  t o  t h e  themes of e x p l o i t a t i o n ,  mi se ry ,  and bloodshed 
under  c a p i t a l i s m .  When t h e  ecpnomist  S. Vygodsky denied  i n  
A p r i l  1955 t h a t  t h e  " f a c t o r  of  m i l i t a r i z a t i o n  w a s  a l r e a d y  ex- 
haus ted  and t h a t  m i l i t a r y - i n f l a t i o n a r y  b u s i n e s s  c o n d i t i o n s  
were n o t  v igo rous  enough t o  d e l a y  t h e  movement of  t h e  crisis," 
i t  seemed t h a t  S o v i e t  thought  on t h e  c a p i t a l i s t  world economy 
had s o b e r l y  r e s i g n e d  i t s e l f  t o  t h e  fact of f o r e i g n  economic 
p r o s p e r  i t y . 

61. However, i n  September 1955, a s t r a n g e  n o t e  was 
sounded i n  a p r o f e s s i o n a l  j o u r n a l  by t h e  economist ,  A .  Bechin,  
a r e l a t i v e  newcomer among S o v i e t  s p e c i a l i s t s  on c a p i t a l i s m . *  

59: 

was sounded i n  Malenkov's e l e c t i o n  speech  and r e f l e c t e d  i n  t h e  I 
i 

b Bechin d i d  n o t  p a r t i c i p a t e  i n  any of t h e  impor t an t  postwar 
economic c o n f e r e n c e s  in t h e  USSR d e a l i n g  wi th  t h e  world cap- 
i t a l i s t  economy. See Appendix I V  f o r  a table l i s t i n g  t h o s e  
c o n f e r e n c e s .  
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In an art icle i n  Problems of Economics, c h a r a c t e r i z e d  by high 
p r o f e s s i o n a l  competence, r e l a t i v e l y  l i t t l e  propaganda, and  
reliance on o f f i c i a l  US s o u r c e s ,  Bechin predicted tha t  a 

'world economic crisis" s,imilar t o  t h e  great depres s ion  of 
f h e k 3 O g s  "would soon begin." He added ,  "It is q u i t e  p o s s i b l e  
t h a t . d t s  beginning w i l l  be marked by a f r e s h  c u r t a i l m e n t  of 
produc t ion  i n  the UPI which can be expec ted  i n  t h e  n e x t  f e w  
months." T h i s  r e p r e s e n t s  t h e  most c l e a r - c u t  p r e d i c t i o n  of 
a n y ' s o v i e t  Fconomist i n  r e c e n t  t i m e s .  

62.  Bechin argued t h a t  t hose  factors t h a t  had s t a v e d  
o f f  crises i n  t h e  US i n  1945 and 1949--increased e x p o r t s ,  re- 
armament or ' f m i l i t a r i z a t i o n , "  and replacement  and expansion 
of f i x e d  capital--were now be ing  i n c r e a s i n g l y  o f f s e t  by o t h e r  
c o u n t e r v a i l i n g  f ac to r s - - inc reased  unemployment, t h e  "pauperiza-  
t i o n  of t h e  masses of s m a l l  farmers," i n c r e a s e d  f e d e r a l ,  s ta te  
and p r i v a t e  debt,  and growing i n f l a t i o n .  Moreover, these d i f - ,  
f i c u l t i e s  i n  t h e  US economy were be ing  exace rba ted  by growing 
compe t i t i on  f r o m  Western Europe and Japan,  t h e  n a t i o n a l  econo- 
m i e s  of which had a l r e a d y  reached and su rpassed  their  prewar 
l e v e l s  of o u t p u t ,  as w e l l  as by t h e  general narrowing of t he  
c a p i t a l i s t  world market fo l lowing  World War 11. While draw- 
i n g  h i s  p r e d i c t i o n s  i n  f a i r l y  sharp terms, f o r e c a s t i n g  t h a t  
t h e  nex t  world capitalist  b u s i n e s s  c y c l e  would probably be 
more seve rq  than  t h a t  of t h e  1930fs, Bechin ended h i s  art icle 
on a pragmatic no te  by c a l l i n g  f o r  f u r t h e r  s e r i o u s  i n v e s t i g a -  
t i o n  of thq  s u b j e c t .  

I 
1 

63. BFchin's t r ea tmen t  of the r o l e  of " m i l i t a r i z a t i o n "  
i n  t h e  approaching depres s ion ,  and p a r t i c u l a r l y  its effect  
on t h e  economies of d i f f e r e n t  C a p i t a l i s t  c o u n t r i e s ,  is i m -  
p o r t a n t  both f o r  what i t  inc luded  and what it omi t t ed .  On 
t h e  one hand, l i k e  other S o v i e t  economists ,  he denied  i n  
g e n e r a l  t h e  t h e o r e t i c a l  p o i n t  raised by V a r g a  t h a t  m i l i t a r y  
product ion  is a unique form of product ion  supplementing t o t a l  
i n d u s t r i a l  p roduct ion .  H e  adopted t h e  s t a n d a r d  S o v i e t  l i n e  
that f l r n i l i t a r i z a t i o n , r f  while t e m p o r a r i l y  s t i m u l a t i n g  growth 
i n  m i l i t a r y  and related product ion ,  leads t o  f*impoverfsh- 
m e n t o f t h e  masses" and a growing d i s p a r i t y  between t o t a l  
p roduct ion  and consumer demand. However, it is c l e a r  that 
he was r e f e r r i n g  t o  c o u n t r i e s  "which have no s u r p l u s  of 
product ion  c a p a c i t y Y n  i.e., Western Europe and Japan but  n o t  
t h e  US. H e '  treated " m i l i t a r i z a t i o n "  as the  pr imary SOUPCB 
of Postwar US i n d u s t r i a l  moder iza t ion  and c a p i t a l  expansion.  

n remained t h e o r e t i c a l l y  or thodox,  w i th  the  ex- Hence, Bech 
c e p t i o n  of  
plugged t h e  
others. On 

is t r ea tmen t  of t h e  US economy, but in effect he 
same p r a c t i c a l  c o u r s e  as Varga, Trakhtenberg ,  and 
the  o the r  hand, a l though  he argued t h a t  t h e r e  was 
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l i t t l e  p rospec t  f o r  expanding US e x p o r t s  and capital i n v e s t -  
ment, he s i g n i f i c a n t l y  f a i l e d  t o  mention t h e  f u t u r e  ou t look  
f o r  m i l i t a r y  product ion .  Hence, it is reasonab le  to i n f e r  
from Bechin ' s  h e a l t h y  r ega rd  f o r  t h e  s t i m u l a t i n g  economic 
effects' of US m i l i t a r y  product ion  that he predicated h i s  e s t i -  
mate ,of an approaching economic crisis i n  t h e  United States 
upon 'an  assumption that de fense  e x p e n d i t u r e s  would soon de- 
c l i n e .  

& 

64. Moreover, t h e  heavy stress placed by Bechin on the  
importance of f o r e i g n  trade t o  t h e  economies of Western 
Europe and Japan i n d i c a t e s  a belief t h a t  the capitalist 
world market w i l l  i n  t h e  f u t u r e  become the  c r i t i ca l  a r e n a  
c o n d i t i o n i n g  the development of t h e  long-an t i c ipa t ed  wor ld  
economic crisis, In echoing  S t a l i n ' s  theme on the  d i s i n t e -  
g r a t i o n  of t h e  s i n g l e  world market, Bechin focused a t t e n t i o n  
on a f i e l d  i n  which Sov ie t  p o l i c y  has mani fes ted  ac ' t ive  
i n t e r e s t  s i n c e  S t a l i n ' s  death.  S'talin's s u c c e s s o r s  may be 
more convinced than  the  o l d  despo t  that  economic p o l i c y  can  
be used t o  reduce  t h e  areas of Western i n f l u e n c e  and even t o  
exacerbate t h e  i n t e r n a l  d i f f i c u l t i e s  i n  t h e  capi ta l is t  e c o m m i e s .  

65. There are some grounds for  b e l i e v i n g  t h a t  Bechin ' s  
views and p r e d i c t i o n s  may reflect the  t h i n k i n g - o f  i n f l u e n t i a l  
e lements  i n  t h e  Sov ie t  h i e r a r c h y ,  even though t h e y  have n o t  
been picked up by S o v i e t  propaganda m e d i a  no r  echoed by S o v i e t  
spokesmen. 
ic=: (April. 1953 and J u l y  1954) on domestic economic p o l i c y  
have acted as bellwethers of s h i f t s  i n  Sov ie t  p o l i c i e s  and 
propaganda.* I n  the  first ar t ic le ,  which preceded by f o u r  
months Malenkov's announcementl ( 8  August 1953) of the "new 
cour se , "  he i n t i m a t e d  t h a t  Marxis t  t h e o r y  c l e a r l y  pe rmi t t ed  
t h e  b r i n g i n g  together of the  rates of i n d u s t r i a l  growth of 
Group I (heavy i n d u s t r y )  and Group I1 (consumer i n d u s t r y )  i n  
t h e  USSR. In t he  second art icle,  w r i t t e n  a f u l l  six months 
before Shep i lov ' s  s p e c t a c u l a r  Pravda b l a s t  (24 January  1955) 
a g a i n s t  t h e  advoca tes  of p r i o r m r  consumer goods, Bechin 
c r i t i c ized ,  on t h e o r e t i c a l ,  i d e o l o g i c a l ,  and p o l i t i c a l  grounds,  
t h o s e  economists  who were a rgu ing  t h a t  t h e  growth rate of Group 
I1 should  exceed t h a t  of Group I du r ing  the  e n t i r e  pe r iod  of 

Two of h i s  p rev ious  ar t ic les  i n  Problems of Econom- 

* The i n t e l l i g e n c e  con ta ined  i n  t h e s e  ar t ic les  o n l y  s e r v e s  
t o  emphasize t h e  va lue  of t ime ly ,  a c c u r a t e ,  and s y s t e m a t i c  ex- ' 
p o l i t a t i o n  of Russian-language p u b l i c a t i o n s ,  p a r t i c u l a r l y  the 
p r o f e s s i o n a l  j o u r n a l s .  
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t r a n s i t i o n  t o  Communism. A f u r t h e r  i n d i c a t i o n  of Bech in ' s  
h igh  s t a t u s  among i n f l u e n t i a l  P a r t y  circles may be i n f e r r e d  
from t h e  fact t h a t  he was chosen by P r a v d a ' s  e d i t o r s ,  on 13 
May 1954, t o  answer a reader's q u e s t m n  the  s o c i a l i s t  
econow,y. ,<L 

66. I n  view of t h e  p o s s i b i l i t y  t h a t  Bechin 's  p r e d i c t i o n s  
r e p r e s e n t  t he  views of i n f l u e n t i a l  e lements  i n  the  S o v i e t  h i e r -  
a r chy ,  some s p e c u l a t i o n ,  and it is clearly o n l y  t h i s ,  about  
t h e i r  p o s s i b l e  p o l i c y  i m p l i c a t i o n s  may be warranted.  Expecta- 
t i o n  of t h e  ou tb reak  a great world dep res s ion  tr iggered by a 
d e c l i n e  i n  US defense  o u t l a y s  may be one of the  chief r e a s o n s  
f o r  t h e  u n r e s t r a i n e d  conf idence  now be ing  d i sp layed  by t h e  So- 
v i e t  leaders. They may c a l c u l a t e  t h a t  t he  ou tb reak  of such  
an  economic crisis i n  t h e  US d u r i n g  a p r e s i d e n t i a l  e l e c t i o n  
yea r ,  when p o l i c y  is normally subord ina ted  t o  p o l i t i e s ,  would 
f i n d  t h e  US l eade r sh ip  incapab le  of coping  w i t h  t h e  s i t u a t i o n  
d e c i s i v e l y .  They may a l s o  reckon t h a t  the  ou tb reak  of such a 
crisis might  lead t o  the s t r e n g t h e n i n g ,  and even the  possible 
v i c t o r y ,  of i s o l a t i o n i s t ,  ii'lltran@t$'SWa$fStic f o r c e s ,  and t h a t  
the US, fo l lowing  the  p a t t e r n  set d u r i n g  the  e a r l y  N e w  D e a l  
y e a r s ,  might be f o r c e d  t o  c u t  back its f o r e i g n  economic and 
p o l i t i c a l  commitments.* 
c a l c u l a t i o n s  by t h e  present  S o v i e t  leaders, as w e l l  as the con- 
f i d e n c e  gained a t  Geneva t h a t  the West would n o t  u s e  f o r c e  t o  
se t t le  o u t s t a n d i n g  i n t e r n a t i o n a l  d i s p u t e s ,  may i n  pa r t  e x p l a i n  
t h e  r e c e n t  a c t i o n s  of t h e  Sov ie t  leaders i n  peddl ing  d i s c o n t e n t  
i n  t h e  uncommitted areas of the  Near and Middle  E a s t .  

.. 
> 

Thus t h e  possible e x i s t e n c e  of such 

67. If some such  c a l c u l a t i o n s  are r e a l l y  p r e s e n t  i n  cu r -  
r e n t  t h i n k i n g  of  the p r e s e n t  S,oviet leaders and a c t u a l l y  form 
a basis f o r  t h e i r  behavior  s i n c e  t h e  summit conference ,  t hen  
the  f a i l u r e  of t h e  a n t i c i p a t e d  depres s ion  t o  develop and any 
s e r i o u s  setbacks s u f f e r e d  by S o v i e t  diplomacy might in time 
lead t o  d i f f e r e n c e s  among t h e  leaders ove r  t h e  s i t u a t i o n  i n  
t h e  West and its i m p l i c a t i o n s  f o r  S o v i e t  p o l i c i e s ,  as w e l l  as 
t o  p o s s i b l e  changes i n  the c u r r e n t  leadership i tself  i n v o l v i n g  
t h e  emergence of more compromising, less i n t r a n s i g e n t  ele- 
ments.  

68. It  is p o s s i b l e  t ha t  such  h igh- leve l  d i f f e r e n c e s  ove r  
t h e  economic s t a b i l i t y  of the  West and the  v a r i o u s  alterma- 
t i v e s  open t o  t h e  USSR a l r e a d y  e x i s t  and may be reflected i n  

3 -February 1954 d i s c u s s i o n  of his book, Varga stressed 
the importance of the economic b a s i s  of i s o l a t i o n i s t  t e n d e n c i e s  
i n  t he  US which, i n  h i s  op in ion ,  *'in c e r t a i n  p o l i t i c a l  s i t u -  
a t i o n s  can  be u s e f u l  t o  t he  Sovie ts . "  (MOSCOW Univ. H e r a l d  No. 
4,  1954) 
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Mikoyan's cand id  remark abou t  T t h e  hangeb i n  c a p i t a l i s m  s i n c e  
Marx a t  t h e  r e c e n t  Indones ian  N a t i o n a l  Day r e c e p t i o n  i n  Mos- 
cow on 17 August.* PQss ib ly  such  s p e c i a l i s t s  as Mikoyan and 
Saburov, who have been t o  t h e  Uni ted  S t a t e s  and who p robab ly  
have a more real is t ic  view of  t h e  world economic s i t u a t i o n ,  
b e l i e v e . t h a t  any a d v e n t u r i s t i c  p o l i c i e s  p r e d i c a t e d  on t h e  
imminent c o l l a p s e  of c a p i t a l i s m  might  lead t o  dangerous,  un- 
intende,d consequences,  p a r t i c u l a r l y  i n  t h e  e x p l o s i v e  Middle 
East.,g'!'They may r e g a r d  such  p o l i c i e s  as t h r e a t s  t o  t h e  eco- 
nomiq"s t ab i1 i ty  and n a t i o n a l  s e c u r i t y  of  t h e  S o v i e t  s ta te .  

ers:of t h e  m i l i t a r y  i m p l i c a t i o n s  of  t h e  atomic stalemate h a s  
raised t o  t h e  f o r e f r o n t  t h e  p o l i t i c a l  and economic a s p e c t s  
of  i n t e r n a t i o n a l  power. Whatever t h e  d i f f e r e n t  views now h e l d  
by  t h e  S o v i e t  l e a d e r s h i p  abou t  t he  s t a b i l i t y  of t h e  c a p i t a l i s t  
world economy, t h e i r  p o l i c y  i m p l i c a t i o n s  seem t o  l e a d  t o  t h e  
same p r a c t i c a l  c o n c l u s i o n  under  p r e s e n t  world c o n d i t i o n s :  the  
a p p l i c a t i o n  of  n a t i o n a l  p o l i t i c a l  and economic power t o  
s t r e n g t h e n  t h e  S o v i e t  s tate,  d e s t r o y  t h e  armed W e s t e r n  c o a l i -  
t i o n ,  and remove Western i n f l u e n c e  from t h e  uncommitted areas 
of t h e  East-West s t r u g g l e .  The p r e v e n t i o n  o r  ou tb reak  of a 
major economic d e p r e s s i o n  i n  t h e  West would n o t  o n l y  a f f e c t  
t h e  ba l ance  of world power b u t  a l s o  de te rmine  t h e  choice of 
tact ics  t o  be employed by t h e  Kremlin in t h e  p u r s u i t  of its 
o b j e c t i v e s .  S i g n s  of economic weakness i n  t h e  West, real 
or imagined, cou ld  conce ivab ly  l e a d  t o  major m i s c a l c u l a t i o n s  
i n  S o v i e t  p o l i c y ,  as w e l l  as 20 h igh- l eve l  d i f f e r e n c e s  ove r  
a l t e r n a t i v e s  open to t h e  Kremlin. 

69. The appa ren t  accep tance  by t h e  p r e s e n t  S o v i e t  lead- 

Rebu i ld ing  t h e  Research Base: The D i l e m m a  of  Planned Change I 
I 

70 .  S i n c e  S t a l i n ' s  d e a t h  t h e  f o r c e s  for change i n  t h e  I 

USSR which d u r i n g  h i s  l i f e t i m e ,  were working deep benea th  t h e  
base and s u p e r s t r u c t u r e  of S o v i e t  s o c i e t y  have g r a d u a l l y ,  
though i n t e r m i t t e n t l y ,  moved c l o s e r  t o  t h e  s u r f a c e .  A t  
t i m e s ,  these forces, impel led  by t h e  a s p i r a t i o n s  of t h e  So- 
v i e t  people  f o r  i n t e l l e c t u a l  t r u t h  and social  j u s t i c e ,  have 

f o r c e d  back i n t o  l i n e .  A t  o t h e r  t i m e s ,  t h e  regime,  d e s i r o u s  
f o r  p u r e l y  p r a c t i c a l  r e a s o n s  of  r e p a i r i n g  t h e  damage t o  pop- 
u l a r  morale  and p r o f e s s i o n a l  a c t i v i t y  i n c u r r e d  under  S t a l i n  
and of e x p l o i t i n g  t h e  " c r e a t i v i t y  of t h e  masses," h a s  i t s e l f  
promoted the  c o u r s e  of change and h a s  even v a c i l l a t e d  o v e r  
e s t a b l i s h i n g  its prope r  l i m i t s .  I n  a c e r t a i n  sense, t h e  
p r e s e n t  p e r i o d  of Russ ian  h i s t o r y  may be viewed as an  ex- 
periment  i n  which t h e  regime h a s  been f o r c e d  by c i r cums tance  

I advanced beyond t h e  l i m i t s  imposed by t h e  regime, o n l y  t o  be  I 

3 This  candid  s t a t e m e n t  l e n d s  c redence  t o  t h e  r e p o r t s  i n  1947 



t o  s e e k  a new modus operandi  i n  the  r e l a t i o n s h i p s  between state 
and s o c i e t y ,  o m i c h  g i v e s  g r e a t e r  p l a y  t o  group and i n d i v i d -  
u a l  i n t e r e s t s  wi thout  a f f e c t i n g  t h e  e s s e n t i a l s  of s t a t e  power. 
The outcome of t ' h i s  experiment  w i l l  p robab ly  depend n o t  o n l y  
on thd '  degree  o f  success 'enjoyed by t h e  regime i n  a c h i e v i n g  
its 'goals, bu t  a lso on developments o u t s i d e  t h e  r ange  of So- 
v i e t  power. 

71. Adseries of developments i n  t h e  f i e l d  of S o v i e t  re- 
s e a r c h  on c a p i t a l i s m  have r e f l e c t e d  t h e  spontaneous  o u t b u r s t s  
of change and t h e  regime's e f f o r t s  t o  c o n t r o l  and d i rec t  them 
i n t o  channe l s  s e r v i n g  its i n t e r e s t s .  The d i s c u s s i o n  ove r  
Varga ' s  la tes t  book i n  February  1954 p r o v i d e s  a good i l l u s t r a -  
t i o n  of t h e  f o r c e s  c u r r e n t l y  a t  work i n  t h e  USSR. The atmos- 
phere  pervading  t h i s  d i s c u s s i o n ,  u n l i k e  t h a t  p r e v a i l i n g  under  
S t a l i n ,  w a s  s e r i o u s ,  s c h o l a r l y ,  and calm, even though Varga 
had r a i s e d  a s p e c t e r  of  h e r e s y  on a v i t a l  p o i n t  and i t  had 
r e c e i v e d  s u p p o r t  by s e v e r a l  s p e a k e r s .  Moreover, t h e  unusual  
behav io r  of one I. G. Blyumin p o i n t e d l y  emphasized the chang- 
i n g  climate of  op in ion .  Blyumin, a P r o f e s s o r  of Economics a t  
Moscow S t a t e  U n i v e r s i t y ,  had r i s e n  t o  prominence i n  t h e  Eco-  
nomics I n s t i t u t e  for h i s  n o t o r i o u s  hatchet-work on t h e  bour- 
g e o i s  p o l i t i c a l  economis ts ,  Keynes, Schumpeter, e tc . ,  and 
t h e i r  i n a d v e r t e n t  c o u n t e r p a r t s  i n  t h e  USSR, t h e  Varga schoo l  
of  t h e  e a r l y  postwar  p e r i o d .  Y e t  a t  t h i s  s e s s i o n  he openly  
subscr ibed--he w a s  c r i t i c ized  for so doing--to t h e  p o s i t i o n  
of Y a .  A. Kronrod (Prob.  of  EcoaNo.  1, 1954) t h a t  n o n m i l i -  
t a r y  factors w e r e  no less a cause  of pos twar  US p r o s p e r i t y  
than  t h e  " m i l i t a r i z a t i o n "  of t h e  US economy. When even 
Blyumin t u r n e d  h i s  mind t o  s e r i o u s  problems, he  t o o  came up 
wi th  h e r e t i c a l  answers .  How t h e  w o r h  had tu rned!  

i .  

72.  The r ecove ry  of S o v i e t  s c h o l a r s h i p  from t h e  trauma 
of  S t a l i n i s m  is nowhere better r e f l e c t e d  t h a n  i n  t h e  work of  
t h e  h i g h l y r e s p e c t e d .  academician,  I .  A. Trakh tenbe rg .  I n  
1952 he gave ev idence  of  h i s  comple te  c a p i t u l a t i o n  t o  or thodoxy 
by  s t r e s s i n g  t h e  s t a n d a r d  themes: t h e  g r e a t e r  d e s t r u c t i v e -  
n e s s  of s u c c e s s i v e  economic c r i s e s ;  t h e  "impoverishment of 
t h e  masses" as t h e  immediate, direct  r e s u l t  of "militariza- 
t i on" ;  and " m i l i t a r i z a t i o n "  as t h e  s o l e  source of  capi ta l is t  
growth, etc. (P rob .  of  Econ.No. 10, 1952). I n  1955, however, 
he  c r i t i c ized  t h o s e  economis ts  who stated t h a t  c a p i t a l i s m  w a s  
a lways i n  a state  of  crisis, t h a t  i t  no l o n g e r  had p r o s p e c t s  
f o r  f u t u r e  growth.  (Kommunist No. 9 ,  1955). H i s  t r e a t m e n t  of 
t h e  r e c e n t  p a s t  was also more ob , j ec t ive ,  p o i n t i n g  o u t  t h a t  
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o n l y  t h e  US economy had expe r i enced  a tfcrisislt i n  1953. *(See 
S. Vishnev i n  Kommunist No.3, 1954 f o r  c o n t r a s t . )  In g e n e r a l ,  
w h i l e  keeping w e l l  w i t h i n  ideological bounds, Trakhtenberg 
h e a v i l y  emphasized t h e  s i g n i f i c a n t  e f f e c t s  o f  c o n c r e t e  and 
changing c o n d i t i o n s  on t h e  c a p i t a l i s t  b u s i n e s s  Cycle ,  t h u s  
l e a v i n g  , t h e  door  Open f o r  :future he resy .  

ists on c a p i t a l i s m  is i l l u s t r a t e d  by t h e  cr i t ic ism o f  Trakh- 
t e n b e r g D s  l a t e s t  book, The Monetary-Credit System o f  Capi ta l -  
i s m  A f t e r  the. gecond World W ar (Moscow, f-954) , by t h e  econo- 
m i s t .  ,A. Alekseev , (P rob. of Econ.No.12, 1955) .Trakhtenberg 
w a s  charged w i t h  having treated the q u e s t i o n  of t h e  e f f e c t s  
of i n f l a t i o n  on workers '  r e a l  wages i n  a d e c l a r a t i v e  f a s h i o n  
w i t h o u t  p r e s e n t i n g  any ev idence .  Moreover, he w a s  c r i t i c i zed  
for having fa i led t o  a r g u e  e m p i r i c a l l y  h i s  p o s i t i o n  OD t h e  
impor t an t  q u e s t i o n  of t h e  ro le  o f  m i l i t a r y  p roduc t ion  i n  t h e  
c a p i t a l i s t  economy. TTTrakhtenberg,t t  a c c o r d i n g  t o  h i s  c r i t i c ,  
"ended h i s  a n a l y s i s  where i n  f ac t  he  shou ld  have begun.IT ' 

In o t h e r  w o r d s ,  he and o t h e r  Soviet economists  are DOW b e i n g  
called upon s u b s t i t u t e  a n a l y s i s  for c l i c h d ,  a noteworthy 
change in S o v i e t  p o l i c y  toward p r o f e s s i o n a l s .  

74. Following i n  t h e  wake of these changing v iews ,  t h e  
bu reauc r -a t i c  leaders o f  t h e  economic community, as w e l l  as 
t h e  P a r t y  leaders, have at tempted t o  d i r e c t  t h e i r  c o u r s e  and 
c o n t r o l  t h e i r  pace ,  les t  t h e y  s h o u l d  come i n t o  open c o n f l i c t  
w i t h  h i g h  p o l i c y .  In academic d i s c u s s i o n s ,  s c h o l a r l y  a r t i c l e s ,  
and s p e e c h e s - - p a r t i c u l a r l y  t h e  r e c e n t  speech  by the new head 
of t h e  Economics I n s t i t u t e ,  V.P. Dyachenko, (Prob. of Eco. 
N o . 1 0 ,  1955)--the renewal  o f  deep ,  s e r i o u s  i n t e r e s t  i n  t h e  
cap i t a l i s t  world economy has  been wide ly  encouraged. Dyachenko 
c a n d i d l y  admi t t ed  t h e  obvious  f a C t  t h a t  i n  S t a l i n ' s  day So- 
v i e t  s t u d y  of c a p i t a l i s m  was c h a r a c t e r i z e d  by ideological 
s l o g a n s ,  e p i t h e t s ,  and r i t u a l s ,  b u t  DO s c h o l a r l y  r e s e a r c h .  
S o v i e t  economists have been warned t h a t  the p r o g r e s s i v e  
achievements of capitalism s h o u l d  n o t  be ignored  ( e s p e c i a l l y  
when t h e  regime is a t t e m p t i n g  t o  borrow advanced f o r e i g n  tech-  
n ique ) .  They have been charged w i t h  t h e  need to  produce s e r i o u s  
s t u d i e s  on s u c h  s u b j e c t s  as t h e  market  problem, "militariza- 
t i o n , "  t h e  postwar b u s i n e s s  c y c l e ,  etc. ,  and t h e y  have even 
been s c o l d e d  f o r  i g n o r i n g  the l l v a r i a t i o n s  i n  the  c o n d i t i o n s  
of t h e  workers and peasantsT1 i n  the d i f f e r e n t  c a p i t a l i s t  cow- 
tr ies.  

41 
I .  

73. The new approach t o  t h e  t a s k s  f a c i n g  S o v i e t  s p e c i a l -  

* Also i n  c o n t r a s t  t o  p r e v i o u s  a c c o u n t s  (see t h e  once a u t h o r -  
i t a t i ve  t ex tbook  P o l i t i c a l  Economy (1954),p.290.), Bechin 
s ta ted  t h a t  t h e  economic "crisisvv i n  1949 had o c c u r r e d  o n l y  
i n  t h e  US and n o t  i n  any  o t h e r  areas. 
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75. The regime has  attempted t o  i n s t i t u t i o n a l i z e  these 
m a n i f e s t a t i o n s  of i n t e l l e c t u a l  f e rmen t  on c a p i t a l i s m  by set- 
t i n g  up  on 19 A u g u s t  1955 a new body w i t h i n  the USSR Academy 
of S c i e n c e s ,  the I n s t i t u t e  of  the Economy of Modern Capi ta l -  
ism. Thus f a r  no  d e t a i l s  have been r e l e a s e d  abou t  t h e  per- 
s o n n e l  and s t r u c t 6 r e  of t h i s  o r g a n i z a t i o n ,  and no works have 
appea rea  under  its aegis. '*However, i f  t h i s  body s h o u l d  a t -  
temot'to emulate  t h e  work of  i ts p r e d e c e s s o r ,  Varga's o l d  
I n s t i t u t e ,  and i f  S o v i e t  s t u d e n t s  of the economy of c a p i t a l -  
i s m  t,ake heed of  t h e  r e c e n t  p o i n t e d  cr i t ic ism of  t h e i r  p a s t  
achievements ,  $he r e s u l t s  s h o u l d  a t  l eas t  prove i n t e r e s t i n g ,  
and perhaps even dangerous t o  t h e  p r o t e c t o r s  of ideological 
orthodoxy. 

7 6 .  In  a n t i c i p a t i o n  of  s u c h  possible o u t b u r s t s  of 
h e r e s y ,  t h e  P a r t y  d e l i v e r e d  a warning i n  the September i s s u e  
o f  Kommunist (No.,.14, 1955). The i m p o r t a n t  e d i t o r i a l  d e a l i n g  
with MolotovYs r e c e n t  ideological  error a lso c o n t a i n e d  a ref- 
e r e n c e  t o  a heret ical  work by t h e  economist A. Kats which 
a l l e g e d l y  emphasized t h e  decay o f  capitalism l e a d i n g  t o  its 
a u t o m a t i c  c o l l a p s e .  Th i s  work by Kats, "The D i s i n t e g r a t i o n  
of Capi ta l i sm,"  w a s  t h e  object of s e v e r e  p r o f e s s i o n a l  c r i t i -  
cism n e a r l y  a decade ago, was tho rough ly  d i s c r e d i t e d  by every-  
one ,  and w a s  never  released for p u b l i c a t i o n .  If t h e  P a r t y  
was rea l ly  i n t e r e s t e d  i n  r o o t i n g  o u t  h e r e s y ,  why d i d  i t  res- 
s u r r e c t  a dead  work from t h e  d i s t a n t  pas t  and lgnore t h e  c u r -  
r e n t  impor t an t  h e r e s y  raised by Varga? The P a r t y  is a p p a r e n t l y  
a t t e m p t i n g  t o  avo id  t h e  e f f e c t s  on morale and work of a r i g i d  
enforcement of conformity.  I n s t e a d ,  t h e  p r e s e n t  l e a d e r s h i p  
a p p a r e n t l y  desires, perhaps t o  a greater e x t e n t  t h a n  i n  any 
p r e v i o u s  p e r i o d  o f  S o v i e t  h i s t o r y ,  a c c u r a t e  a p p r a i s a l s  of 
f o r e i g n  economic developments,  provided t h e y  remain w i t h i n  
r e a s o n a b l e  i d e o l o g i c a l  bounds. , 

77 .  The a c t i v i t y  since S t a l i n ' s  d e a t h  i n  t h e  f i e l d  of 
S o v i e t  a n a l y s i s  of developments i n  t h e  c a p i t a l i s t  world economy 
r e p r e s e n t s  a microcosm of t h e  forces a t  work in the larger 
arena of S o v i e t  s o c i e t y .  
t o  follow t h e  d ic ta tes  o f  or thodoxy,  some Soviet  spec ia l i s t s ,  
p a r t i c u l a r l y  t h o s e  of h i g h  s t a n d i n g ,  have bypassed t h e  l i m i t s  
of ideo logy  and s k i r t e d  along heretical  ground in their at- 
tempts t o  report a c c u r a t e l y  and h o n e s t l y  the  real i t ies  of 
t h e  c a p i t a l i s t  economy. These heretics have obv ious ly  been 
encouraged by t h e  repeated i n s i s t e n c e  of t h e  p o s t - S t a l i n  re- 
gime for  t h e  unvarnished facts  a b o u t  t h e  o u t s i d e  wor ld ,  in 
contrast t o  S t a l i n ' s  r e p e a t e d  emphasis on r e h a s h i n g  p r e d e t e r -  
mined ideologica l  myths. Moreover, d e s p i t e  c r i t i c i sm by t h e i r  
c o l l e a g u e s ,  t h e s e  men have n o t  backed down, nor have t h e y  been 
s i l e n c e d  y e t  o f f i c i a l l y .  

Although t h e  m a j o r i t y  have con t inued  

\ 
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78 .  What are the  f u t u r e  p r o s p e c t s  for t h e  development 
of S o v i e t  views of capitalism? The c u r r e n t  s i t u a t i o n ,  i n  
which the regime tolerates o c c a s i o n a l  he resy  i n  t he  hope of 
o b t a i n i n g  a c c u r a t e  reports of f o r e i g n  economic t r e n d s ,  may, 
of course, con t inue  i a d e f i n i t e l y .  However, t h e  t o l e r a t i o n  
of such  p r o f e s s i o n a l  s u b t e r f u g e  cou ld ,  i n  t i m e ,  undermine 
t h e  e tbbs of S o v i e t  s o c i e t y  a m o n g a r t i c u l a t e  e l emen t s  i n  t h e  
p o p u l a t i o n  and even debase t h e  i d e o l o g i c a l  a p p e a l  of Communism 
to disaffected i n t e l l e c t u a l s  abroad. The regime could  even 
r e t u r y  t o  a r i g i d  i n s i s t e n c e  on orthodoxy,  w i t h  a l l  its at-  
t e u d i n g  advecse  consequences on morale and p r o f e s s i o n a l  
a c t i v i t y .  Such a p o l i c y  could  have dangerous consequences 
OD its f o r e i g n  i n t e l l i g e n c e  a c t i v i t i e s .  The l a s t  and  mosk 
d i f f i c u l t  c o u r s e  open t o  the regime would be to accept of- 
f i c i a l l y  t h e  changes t h a t  have taken  place i n  capitalism, 
changes which make u n l i k e l y  a r e p e t i t i o n  of t he  Great Depres- 
s i o n  of t h e  1930s. , 

79. Over t h e  long r u n ,  e v e n t s  outside t h e  sphere  of 
S o v i e t  power w i l l  p robably  have as much to  do with t h e  changes 
i n  S o v i e t  views of capitalism as e v e n t s  i n s i d e  t h e  USSR. 
I n  t h e  p a s t ,  as the p r e s e n t  s t u d y  has t r i e d  t o  p o i n t  o u t ,  
t h e  real i t ies  of i n t e r n a t i o n a l  l i f e  in t h e  form of the  con- 
t i n u e d  economic s t a b i l i t y  and progress of t he  West have re- 
p e a t e d l y  produced he resy  a n d  confus ion  i n  theminds  of a r t i c u -  
la te  S o v i e t  c i t i z e n s .  The con t inued  economic p r o s p e r i t y ,  
p o l i t i c a l  u n i t y ,  and m i l i t a r y  s t r e n g t h  of the  West w i l l  a l -  
most c e r t a i n l y  lead to  t h e  r e c u r r e n c e  of heresy amoag S o v i e t  
i n t e l l e c t u a l s ,  and perhaps even d i v i s i o n  w i t h i n  the r a n k s  
of t h e  Soviet  l e a d e r s h i p .  Over t h e  long r u n ,  t h e y  may even 
erode t h e  ideological basis of t h e  East-West s t r u g g l e  and  
h e l p  t r ans fo rm the  c u r r e n t  heresies i n t o  established orthodoxy. 

I I 
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A P P E N D I X  I 

PARTICIPANTS AT MAY 194'7 DISCUSSION OF VARGA'S BOOK 
- - .  

M. A. Ary?hnov 

2. V. Atlas 

I 

4 . * ,  

P. K. Figurov 

E. I. GurviFh 

A. I. Kats 
I 

:., 

. ?.. L, A. Mendelson% 

V. E. Motylov 

K. V. OstroVityanoV 

V, V. Reikhardt 

M, I. Rubinshtein* ** *** 
A, N. Shneyerson 

M. N. Smit-Faulkner 

S. G. Strumilln 

I. A, Trakhtenberg * ** *** 
Po A, Khromov 

Sh. B. Lif* ** 
V. A, Maslennikov* *** E. S, var& 

NOTE: A translation of the complete transoript of 
the three-day proceedings -is putjPshed in 
Soviet Views on the Post-War World E c o m q  
-(Washington, 1948) 

* 

%* 

*** 

Known members of Varga's Institute of World Econonv and World 
Politics. 

Members of Varga's Institute who had aided him in the preparation 
of his book, along with other members: S, M. Vishnev, M. L. 
Bokshitsky, A, Yu. Shpirt,'Pu, Vintser, L. A, Leontiev, and 
R. M. Elagid. 

Members of the editorial collegium of Varp's Institute journal, 
World Econonw and World Politics, along uith L. M. Ivanov, 
R. S. Levina, S. M. Vishnev, and I. M. Lemin. 
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A P P E N D I X J I  

I 

STRUCTURE OF THE JXONOMICS INSTITUTE IN 19485 
I' I 

Directo$ 
Acting JDirector, 
Geputy Director, 
Deputy Director, 

K . ' V .  Ostrovityanov (1948 - 1955) 
F, V. Samokhvalov (1952) 
V. A. Maslennikov (October 1950) 
V. P, Dyachenko (1950) 

" 
a ,  

Sectors Sector Heads 

American Countries- - - - - - - - - - - - - - - M, I, Rubinshtein (?.ate 1950) 
Bri t ish m i r e -  - - - - - - - - - - - - - - - - L. 1. IvanOV ( h t e  19$0) 
Capi ta l is t  Business Congitions- - - - - - - - - V. P, Glushkov (1950 +) 
Oriental Countries & National-Colonial Problems 
People's Democracies- - - 0 - - - - - - - - P. X. Figurov (1948) 
Ehropean Capitalist  Countries - - - - - - - - - S. M, Vishnev (1948) 
Imperialism & General Crisis of &pital i& - - P, K, Eigurov (dismissed 
History of Economic 'Illought i n  1950) 

Group f o r  Study of Situation of the Working Class and Workers' Movement 
in Capitalist  Countries (Staffed by only 4 persons in 1948) 

Capital Circulation i n  the.Nationa1 Economy of the USSR, 
The Distribution of Productive Forces. 
The Economic Regions of the USSR. 
Economic Statist ics. .  
The Economy of USSR Agriculture. 
The Economy of USSR'Industry and Transport. 
The History of the National Ekonoqy of the USSR. 
The Pol i t ica l  Economy of Socialism. 

4 

Pos t-Graduate s Division 
Editing and Publishing Division 
Informition Division 
Party Organization - - - - - - - - - - - - - - I. A. Anchisbkin Sew. i n  1949) 
Post&raduates Party Group 
Scient i f ic  Library 

I 

*The Ins t i tu te  was organized within the USSR Acadv of Sciences and was 
subordinated t o  The State Planning Commission, then headed by Politburo 
member N. A. Vomesensky. 
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APPENDIX 111 
TfIE HERESIES OF THE VARGA SCHOOL: 1945-1947 

A. Chronolom of Heretical Work6 on CarAtalism: 1945 - 1947 

Note: Works containing clear ly  here t ica l  formulation8 
are labelled ,?H," those which were merely 

i o b j  ective or 3acking militancy a re  labelled 
"0, It 

, I  , 
{ ?  

I .  

. I  

l a ,  Articles 
c 

E. Var&,'"The Decisive Role o f  the  S t a t e  i n  t h e  War Economy 
of Capi ta l is t  Countries,I1 World Economy and World 
P o l i t i c s *  January 1945 E. 

L, Ya. Eventov, "Changes,b the US Economy During the  War," 
41;La,nned Economv Jan./Feb. 1945 $2, 

I. A, Trakhtenbarg, !?The Transition o f  Capi ta l is t  Countries 
From War Economy t o  Peace Economy," Planned Economy 
May/June 1945; repeated i n  the Supplement t o  $.E. and 
K,g, A p r i l b y  1946 Y. 

I. M. Lemin, "The International Situation i n  1945," -and 
W.p. Jan./Feb. 194.6 0. 

S. Vishnev, "Industry of the Capi ta l is t  Countries After the 
War," Planned Economy No. 2, March/April 1946 0. 

R. Levina, I'The Food Situation i n  .&e Ca i ta l is t  Countries 
After ,ihe War," Planned Economy Mery P June ' 1946 9. 

Varga, "Peculiari t ies .of ,<he Internal 'and Foreign Policy of 
Capi ta l is t  Countries i n  We Epoch of  tihe General Crisis 
of Capitalism," W.E. and W.P. June 1946 g. 

W.E. and W.P. September 1946 Q. 
R. Levina, "The Postwar Food Crisis and Its Causes," 

L. Ya. Eventov, "Nationalization of Industry i n  England," 

Varga, "Anglo-American Rivalry a6d Partnership, " F o r e i p  

W.E. and W.P. April 1947 5 

Affairs July 1947 H. 
/ 

US And Eneland," , llStrungle And CooDeration Between %%e 
~ 

W.E. and W.P. August 1947 H. 

* Hereafter referred t o  a5 W.E. and W.P. 
. . .. . . , '  '.!-., ; .,A!,'> .'v,.. ' 
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, "Socialism And Capitalism After 30 Years,Ir W.E. and W.P. 
October 1947 a. 

L. Mendelson, ''Crises and Cycles In the Epoch Of The General 
Crisis of Capitalism,!' W.E. and W.P. November 1947 1. 

, 
r '  

2. & * ,  

. f  

L. Ya. Eventov, The War Economv of Englanq. ed. by I. A. 
Trakhtenberg (June 1946) E. 

/ '  E. S, Virka, Changes Rn the Econonv of Cqpitalisn aa ,a Result 
of .%be Second World War (September 1946) 5. 

1 

A. Shpirt, > 

L. I. Frei, Queskions,,o'f the Foreign Trade Policv,df Foreim 

I. A. Trakhtenberg, The Financial Results/of ,the- (1946) 0. 

M. L. Bokshitsky Technical Economic Changes I n  US Industry 
During The Sacond World War, ed. by I. A:Trakhtenberg 
(January 1947) H. 

1 Second Gorld War (Sept6mbtr 1946) 0. 

States (194.6) 0. 

I. M. Lemin, Foreim Policy of Great Britain From Versaille&& 
bocarno (April 1947) 0. ' 

V. Lan, n e  U.S.A. From,thc First .to t he  Second World War 
(May 1947) P. 

World War, ed. by L. Ya. Eventov (June 1947) 0. 
S,. Vishnev, UdusrtrJqpf t h e  Caoitalist Countries rn the Second 

I. A.  Trakhtenberg, ed., The War Econornv.of ,%ha Capitalist Countries 
&n t he  Transition .to Peacetine Econok (December 194.7) B. and 0, 
Indluding the following Articles: 

(1) I. A. Trakhtenberg, Y3asic Characteristica,o? t h e  Transition 
of Capitaliet Countries From War Economy to Peace Economy1' E. 

(2) S. Vishnev, !'The Labor Force" 0. 

(3) 

( 4 )  L. Roitburg, Ferrous Metallurgy" 0. 

( 5 )  

M. Bokshitsky, "The Auto Industry" 9. 
11 

A. Santalov, "The Oil Industry" 0. 

( 6 )  L. Eventov, "The Productive Apparat Q. 
I . * -  

' :. 1 
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(7) Sh, Lif ,  l1State Industry" 

(8) E. Gorfinkel, t l Internat ional  Trade" 

(9) Y a .  Vintser,  "Export of Capi ta l  

61' ' (10) V. Eessonov, "Sion-Ferrous Metallurgy" 

ll>l 

,. 
. f  

(11) M. Rubinshtein, "Chemical Industry" 

(12) A .  Shpir t ,  "The Coal Industry" 
4 ,  

N. N. Lyubiaov, ed., Financial  Systems o f  Foreim Sta tes  (1947) 

P. Maslov, &f.sthods of Ec 0- ' (1947) 0. 

K. I. Lukashav, The ImDerialist Strurrrrle For Raw Materials And 
Sources Of &w Materials (1947) 0. 

I 

B. The Of f i c i a l  &&gg&&& 194.7.- 2948 

1. The Varga school's controversial  ideas about capitalism had been 

c i r cu la t ing  a t  least  since the beginning of 194.5 and continued t o  be advanced 

throughout 1947. 

h i s  t heo re t i ca l  heresies  i n  1948.) 

(As indicated i n  the  discussion above, Varga alone maintained 

In  general, t h e  controversial  views of the 

Varga school were of two va r i e t i e s ,  some c l ea r ly  here t ica l ,  o thers  merely ob- 

j ec t ive  accounts of c a p i t a l i s t  development. Many of the  exponents of t he  con- 
I I 

I 
i 
l 

1 

t r o v e r s i a l  views (including Varga himself), perhapa because of persona1 anxiety 

over t h e i r  careers  i n  the  event of a s h i f t  i n  o f f i c i a l  a t t i t udes ,  continued t o  
I 

write militant,polemical a r t i c l e s  h o s t i l e  t o  the  West. Nevertheless, the  

members o f  t h e  Varga achool were not challenged fo r  the.ir errors of  omission 

and commission f o r  nearly two and one-half yeara, and some of them, par- 
\ 

titularly Trakhtenberg,trent for a time even fu r the r  than Varga on ce r t a in  

h e r e t i c a l  point 5 .  

2. Before the open Party intervention ear ly  i n  1948 (I. Laptev i n  -!& I 
I 

26 January), t h e  c r i t i c i sm of t h e  Varga school was r e l a t ive ly  mild and scholarly. I 
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This is illustrated most clearly by the treatment accorded M. L. Bokshitsky's 

doctoral dissertation on technological changes iq US industry by the Learned 

Council of the Economics Institute on 24 February 1947. The formal opponents 

sf the diasertation, G. Krizhizhanovsky, M. Rubinshtein, and S. Vygodsky, 

oonsidered;;t a serious scientific work, and the Council recommended that 

Bokshitsky be awarded his doctorate. 

publ.i&d it wasAa;ttacked for its 

and for intimating the possibility of "class peace" between US labor ana 

r .' 

. j  

By early 1948 after the monograph had been 

unmilitant "technical-economic approach" 
4 

management. (I. N. Dvorkin in ETanned Economv Janfieb 194g) i.-/ 

3. Tho first professJona1 review of Varga's book was devoid of doctrinal 

hysteria or personal invective, even though the critic,. A. I. Shncyerson, 

disagreed with Varga's formulations on the economic role of the bourgeois state, 

the position of the colonies, and the status of Soviet Satellites in Eastern 

Europe. 

since Shneyerson was Varga's severest critic at the May discussion of his book. 

(Incidentally, it is of some interest to note that Shneyerson faired well aa a 

Party economist in the postwar period, as evidenced by his high position in 

1954 

the Party Central Committee.) 

(planned Economy No. 3 May/June 1947). This is particularly surprising 

Professor of Economics in the important' academy of Social Sciences under ' 

4 .  E. N. Dvorksn's review in Bolshevik (15 July 1947) of Eventov's book 

on Britnin'a wartime economy wa8 the first sharp attack of the Varga school. 

Among other things, he charged that Eventov was following Kautaky's l i ne  that 

capitalism could enter i n t o  a "new phase'' of development inatead of ending in 

imperialism, war and ultimate collapse. 

authoritative Party organ, carried an article by I. Gladkov critically review- 

ing the inconclusive May discussion of Varga's book by the professionals. 

On 15 September 1947 Bolshevik, the 

C1j.I $: r: it . 
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Gladkov repeated all the major points of criticism and added that some of the 

participahts,,instead of criticizing Varga'a errors, proposed merely to talk 

over with him the need f o r  refoqnulating a number of his concepts. 
4 :  I .. .. 

5 .  Lgptev's Pravda article on 26 Januxry 1948 and Ostrovityanov's 

critical speech at the annual meeting o f  the Economic Institute on the following 

day initiated the full-scale offensive against the Varga school. 

sharply attacked the books by Varga, Bokshitsky, Vishnev, Eventov,. and Shpirt, 

as well as the two articles that had been written by Varga after the May dis- 

cusaion. 

by member6 of the Varga school (see the chronology in Section A above) came 

under a heavy barrage of criticism. 

were catalogued by Ostrovityanov in October 1948 a b  follows: 

c 
* *  

Ostrovityanov 

, 
In the period following this polemical onslaught,the books and articles 

4 

The llreformist" errors of the Varga school 

"These errors lie in ignoring and distorting the Leninist- 
Stalinist theory of imperialism and of.the general crisis 
of capitalism; in glosaing over the class contradictions of 
contemporary capitalism; in ignoring the atruggle of the two 
systems, in non-Marxist assertions concerning the decisive 
role of the bourgeois atate in capitalist countries; in t h e  
existence... of a narrow technical-economic approach to the 
treatment of the 
attitude; in bourgeoi8 objectivism; in an uncritical attitude 
toward bourgeois data; and in admiration of bourgeois science 
and technique." 

economy of 'foreign 'countries; in an apolitical 

Ostrovityanov Capped hi3 criticism with an ominous warning to Varga personally 

for atill refusing to recant: 

know to what sad consequences stubborn insistence on one's error9 leads." 

"From the history of our Party you should 

Here indeed uas a clear echo of the blood purges of the late 30'a! 

6 .  The offfcial countexa%thcK. after January 1948 developed chrono- 

logically as follows: 

cc. +gb&? \,: 



(1) (Bolshevik 15 February 1948): 1. Dvorkin c r i t i c i z e d  Vishnev's 

book fo r  echoing Varga's views on the  broad representat ive character of the,  

bourgeois state during the  war. 

No. 1) by.'L. Mendclson for  h i s  hamil i tant ,  object ive approach t o  capitalism. 

Vishnev was at tacked i n  March (Frob. of Eco, 
, I  

. ,  
(2) (Bolshevik 15 March 1948): L. Gatovsky attacked the  authors 

of <he .col lect ive work edi ted by I. A. Trakhtenberg, The War Economv Of T:ha 

CaDitalist Countries And The Transi t ion To Peace Econonrv, f o r  being "prisoners 

of bourgeois methodology." H e  especial ly  took t h e  ed i to r  t o  task  f o r  h i s  

views t h a t  bourgeois state regulationshad changed t h e  c a p i t a l i s t  system of 

pr iva te  en terpr i se  and t h a t  the  state represented general  nat ional  i n t e r e s t s  

instead of monopoly i n t e r e s t s  only. 

o f  t h e  book were c r i t i c i z e d  a t  a session of t h e  

s lav ish ly  recanted for t h e i r  I' 

A t  t he  end of t he  month, the  authors 

Economics I n s t i t u t e  and they  

(3) Between March and Nay 1948 t he  Economics I n s t i t u t e  held a se r i e s  

of acssiong a t  which Soviet s t a t i s t i c i a n s  were c r i t i c i z e d  f o r  t h e i r  unc r i t i ca l  I 
acceptance of bourgeois s t a t i s t i c s ,  pa r t i cu la r ly  on l i v i n g  standards i n  the 

West. 

under heavy f i r e  fo r  t r e a t i n g  the  c a p i t a l i s t  economies i n  "rosy tones." 

(See Frob. o f  ECQ. No. 5 ,  1948). 

I n  t h i s  discussion t h e  work8 o f  bokshitiky, Vishnev and Varga came 

I 
( 4 )  (Bolshevik 15 May 194s): N. Rubinshtein attacked Lemin's book I 

I 

on Great Br i t a in ' s  foreign policy f o r  "bourgeois objectivism" and f o r  i t s  

unc r i t i ca l  treatment. 

( 5 )  (Bolshevik 30 June 1948): M. Maripin c r i t i c i z e d  V. Lan's book 

on US. foreign policy as the  work o f  a ttbourgeois apologist.t '  

charged with t r e a t i n g  the  "transformation" of t h e  bourgeois s t a t e  from a t oo l  

of monopoly cap i t a l  i n t o  some kindof$s!Aprackss  agency. 

Lan was 

L ' 

He was attacked 
/ 



I 

*.,' 

. -  ('I 

for considering the possibility of compromises between Wall Street and the 

working class. 

, (6) In June, A. Shneyerson delivered a report on capitalism before , ,  
$ 8  t 

the Eco<omics Institute in which he delivered a general criticism of Varga's 

views. 
c 

(7) {Planned Economy July/August 194.g) : Shneycrson attacked two 

articles that Varga had mitten in the June 1946 issue of his journal. He 

criticized Vargzl f o r  stating that the llgeneral crisis of capitalism" had 

started early in the 20-dh Century before the October Revolution and that during 

World War I1 the conflict between the wartime allies in their struggle against 

fascism had been 

(8) (EEb. of Ecoc No. 5 ,  October 1948): A,,. Kochetkov criticized 

the books of L. I. Frei and K, 1. Lukashev for their objectivism. The former 

was attacked for uncritical references to "planning" under capitalism and 
I 

~ 

for depicting basic changes in the situation of the colonies, the latter 

for raieing the possibility of Anglo-American oo-operdttolonin exploiting 

overseas oil reserves. 
k I 

I 

(9) (planned Econoq Nov/Dec 19k8): M. Mgznikov delivered a compre- 

hensive critique of Varga's heresies, charging that in essence Varga had de- 

veloped a new variant of Hilferding's thesis of  "organized" or "planned" 

capitalism. He insisted that Varga had a "reformist" view of the state as 1 

i 
I an organ for reconciling clasa antagonism and attacked Varga' s "opportunist" 

view of t he  peaceful transition from capitalisn to socialism. He also I 

I 

critiqised L. Mendelson for arguing at the May 1947 diacussion that Varga's ~ 

I 
I 

position on the bourgeois state was only "too one-sided." 



(10) (&&&g& 15 December 1948): I. Kuzhfnov attacked 

Mendelson's art ic le  of November 1947 for expounding the theory of "deferred 

demand," which implied that the ,tz'orkcrs i n  the capitalist  oountries were en- 

riched ,quring the  war, instead of impoveriahed in accordance with Soviet 

brxist theory. 

prsdiotion of ah upsurge of US. production in the early postwar period. 

4: , i  

Mendelson was also aCtacked for repeating Varga's 
c , 

\:. 

I 
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A P P E N D I X  IO 

_DATE 

7,14,21 May I47 

27 January 848 

29-30 March #I48 . 

March-May 148 

June (I48 

October 148 

March 'h9 

June 149 

June 1950 

j October 1950 

November 1950 

10 December 150 

February 1952 

b-5 November '52 
7-10 January r53 

12-19 February t5b 

22 August 1955 

POSTWAR SESSIONS OF SOVlE3' ECONOMISTS ON CAPITALISM 

THME 

Vargacs 1946 Book . '  

Annual Review of Economic Work 

Critique of Collected Work * 
Critique of S ta t i s t i ca l  Work 

Report on Capitalism In Crisis 

Annual Critique of Eko. Work 

cr i t ique : llsourgeois 
Cosmopolitanism8' 

Colonial Situation After 
The War 

Critique F3y C u l t u r e  & Life 

Report on "State-Capitalist 
Tendenaiesl' 

Pravda's Critique d Hendel- 
songs Book 

Critique of Prob. of &on. 
' 

Mendel.sop*s Heretical Book 

Critique of shortcomings 

Stalinls Article 

S t d i n t s  Article 

Vargals 1953 Book , 

Critique of Eco. Work 

RAPPOKPEUR 

K, V. Ostrovityanov 

K. V. Ostrovityanov 

0. A. KOZlOV 

V. S. Nemchinov 

A. I. Shneyerson 

Ostrovityanov 

A. I. Pashkov 

O s t  rovityanov 

------------ 

A. I. Shneyerson 

V. P. Dyachenko 

A, I. Pashkov 

V. P. Dyachenko 

* The War Economy of the Capitalist  Countries and the Transition t o  Peace 
Econoq, edited by I . A. Trakhtenberg (Mo - Y & k  

. -5q- 

SPONSOR 

Eco. Inst. 

Eco. Inst. 

Eco. Inst. 

ECO. Inst o 

Eco. Inst. 

Eco. Inst. 

.Eco. Inst. 

Eco. Inst. & 
Paci. Ocean 
Inst. 

Staff & Party 
Bur0 of Eco. 
Inst .  

Eco. Inst. 

Eco. Inst .  

Edi tors  of 
Prob. of Econ. 
& Directors of 
Econ. Inst .  

Eco. Inst. I 

B p t .  O f  ECO. 
& Law of USSR 
Acad. of Sci. 

Eco. Inst. I 

Eco. Inst .  & 
Dept. of Eco. 
& Law of Acad. 

Moscow State 
University 

Dept. Heads 
of Higher Edu. 
I n s t  . 



A P P E N D I X  -.- V. 

fERSONNEL CHANGES I N  SECTOR ON CAPITALIST BUSINESS CONDITIONS 

INSTITUTE OF WRtQ ECONOMY &,WORLD POLVICS 
4.  0' 1947 ,I 

., .. $ 

L. A. Mendelson A. Petrushov 
Yu. Vintser .' M. Skebel'skaya (Cen. Eur.) 
S. Drabkina (U.S.) * 'R. Raaumova 
I. Zhivova (U.S.) K. Dimitrov (Eas. Eur,) 
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the  personnel i n  the  Sector during 1948-1951 is  not 

available, although it was reported i n  1951 tha t  the 

staff of 22 persons di! not prpduce any l 'scientific 

workw i n  t ha t  year "because qualified personnel were 

not available .for analysis of t he  accumulated material." 
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I . 
(Collective Work) 

i ta r iaa t ion  of the U. S. Economy and the  Vorsening of th .  Workerst Situation 

I. 0. Blyumin, .A Critique of Contemporary English Bourgeois Pol i t ica l  Economy 

E. S. Varga, The Fundamental Problems of the Economics and Pol i t ics  of Imperialism 
i:(after the Second World War) 

* .  

V. S. Volo&, Keynes--Ideologist of Monopoly Capital 

M. V. ganilevich, The Situation and Struggle of the  Working Class of the Latin 
merican Countries 

I. Dvorkin, The Ideology and Policy of the  Right  Laborites i n  the Service of 
Monopoly 

N. I. Mnogoletova, The Economic Expansion of American Monopolies 
I s i  

G. A. Oborina, The Situation and S t r u g g l e  of the I t a l i a n  Working Class After the 
Second World War. 

M. N. Snit, The Situation of the Working class i n  the  U. S., England, and France 
after World War 11. 

V. V. Sushchenko, Expansion of American Imperialism i n  Canada After World War 11. 

TYPICAL THEMES OF DISSERTATIONS ON CAPITALISM PRKPARED BY THE ECONOMICS INSTITUTE 
IN 1950 -- -._ 

(See Problems of Economics No. 5, 1950, pp. 108-109 for  complete l i s t )  

"The Development and Struggle of Two Campi--The Democratic, Anti-Imperialist 
Headed By The USSR and the Dqerialist, Anti-Democratic Headed By the USA.tr 

"The Leading Role of the USSR i n  the Peoples1 Struggle Against Imperialist 
Reaction For a Durable, Just  Peace. 

I'Economic Crisis i n  the Period of Monopoly Capitalism (USA, England, France, 
Germany, and others).I' 

tlParasitism and the  Decay of Capitalism on the Eve, During, and After the Second 
World War (e.g., USA, England, France, and others)." 

"The Degradation of Agriculture i n  the Colonies and Semi-Colonies .I' 

!!The Absolute and Relative Impoverishment of the Proletar ia t  of the Capi ta l is t  
Countries i n  the Period of the  General Crisis of Capitalist.11 

, I .  ,L L .  . 
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A€TrnDIX VII. 

SOVIET USE OF VESTERN SOURCES 

I' 
/ I  

, I  
$! * I .  * .  

.'' Soviet economic research on t h e  world cap i t a l i s t  economy 

bpth during and a f t e r  S ta l in ' s  l ifetime has been characterfzed by 

extensive coverage, intensive use, careful select ivi ty ,  and delib- 

c 
4 ,  

erate dis tor t ion of  %stern sources. From the standpoint of source 

coverage alone, Soviet research on foreign economies dieplays a 

degree of familiarity and sophistication that OUT own intelligence 

community would do we11 t o  emulate. However, i n  terms. of over -a l l  

I 

objectivity,  the resu l t s  leave much t o  be desired. Soviet economists 

rarely, if ever, f a l s i f y  Western statistics; instead they d i s to r t  

them i n  a masterfully Mschiavellian mannere The latter is partic- 

u l a r ly  the rule  whenever they deal with Western s t a t i s t i c s  on l iv -  

ing conditions, a f i e l d  of inquiry that could be r i g h t f u l l y  described 

as the "Achilles Heel" of Soviet research on foreign economies. 

The most &pent* quoted Western source on l iving conditions is 

the hbor  Fact Book, published by the Communist-Front organiza- 

t ion,  The Labor Research Association of the Unit& St8teS. 

A f a i r l y  representative i l lus t ra t ion  of Soviet coverage 

of Western eources may be found i n  the first chapter of Varga's 

book, The Fundamental Problems of the Economics and Pol i t ics  of 

Imperialism (After the Secona World %r) (Moscow, 1953). These 

sources are l i s t e d  below in t h e i r  order of appearance, with the 
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works by Communists o r  fellow-travellers listed parenthetically: 

,, Monthly Bullet in  o f . S t a t i s t i q o f  the United Matiom 
2)' S t a t i s t i c a l  Yearboo'k of the United Nations 

Annuaire Statlst ique de La France 
S t a t i s t i c a l  Abstract of the Unl'bed States 
Federal Reserve Bulletin 

Monaly Labor Review 
(The Worker Magazine) 
Economist, Records and S t a t i s t i c s  
Monthly Bulletin of  S t a t i s t i c s  
The New York Times 
Economic Survey of Asia and the Far East (UN) 
Survey of Current Business 
Us New and World Report 
Neue ZUrcher Zeitung 
Economist 
(The Black Market Yearbook) 

(Frederick Lundberg, America's Sixty Families) (in Russian 1948) ' 
S t a t i s t i c a l  Yearbook of the Wnited States 
?lables t o  the Economic Survey of Europe (UN) 
Le Monde 
US Budget 
'mnieur Officiel  du  Commerce e t  de l*In&trie 
The Times 
(Rarry P o l l i t t ,  Looking Ahead, Iondon 1947) 

.;' 

c Economic Reports of the PresSctent I 
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B I B L I O G R A P H Y  

, I  

PRE-R~OLUTIONAF~Y PEFZIQD , 
. #  

{: 

. I  

I,. Pr3nlarY Sources 
' t  

)of c a p i t a i m ,  

----------, The State and Revolution, English Edition, 
(MeY -3 1932)- 

I 

11.. Secondam Sources 

Maurice Dobb, 

Merle Fainsod, 

Rudolf Schlesbger, Marx-His Time and Ours (London, 1950). 

Joseph A. Schumpeter, Capitalism, Socialism, and Democracy 

Folitical Economy and Capitalism (N.Y., 1937). 

International Socialtsm and the World War 
(Cambridge, 1935) 

by., 19421- 

f b  

POSTWAR, PERIOD, 

,. .. 

prim;ruIy Souroes i 

World Econow and World Politics (in Russiap) 1915-1947. 
%IS was the montllly organ of Virga~s OM Institute of World E C O ~ W  

Problema of Economics ( i n  Russian) March 1948- -November 1955. 

Academy of  Sciences 

and World P O l i t b S b  

is I s  the monthly journal of the Economics Institute of the USSR 

( in Russian) January/February 19b!&September/Octr 
h i s  is t he  bimonthly organ of Gosplan, The State P1-W 

c o d t h e  b 

. . .  
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Bolshevik (5.n Russian) January I947--September 1952; 
Kommunist ( in  Russian) October 1%2--Dece&r 1955. This fortnightly 
is the authoritative organ of  the Central Committee of the Soviet 

C&ent Digest o f  the So&& Press, 1949--1955, This weekly was re- 
b d  upon for  full and partial translations of a r t ic les  i n  Pravda, 

' Isvest  !&-. Its quarterly indexes were invaluable. 

Communist Party. 
, /  

and other Soviet publications from late 1948 up- 

. 
Soviet Vik& on the Postwar World Economy, translated by Leo Gru l iow 
XWashingta n, 1948). 

Secondary Sources 
I 

Frederick C Bamhoorn, Vhe Varna Controversy and Its Implicationst', 
The American Slake & East European Review,-October 1948, is usefG 
f o r  its detailed anal ssis of VarRa's 1946 book. The author overlooks 
the work of other p r i k p a l s  i n  &e Varga school, however, and his 
treatment concentrates primarily on the fmposition of the ideological 
straitjaciiet' on the SBviet :. in te l l igents ia  i n  the postwar period. - 
Fkederick C. Barghoorn, The Soviet Image of the Unfted States ' 
(N.Y., 1950) is  good descriptively but weak analytically. 

Rudolf Schlesinger, "!€he Discussions on E. Varga's Book on Capi ta l is t  
War Econon@', Soviet Studies, June 1949, compbmnts Barghoorn's 
article by deal- with the in te l lec tua l  issues raised by the Varga 
controversy, Although reference is made to some heret ical  works of 
the period, the coverage is f a r  from corpplete. L ike  Barghoorn, the 
author avoids po l i t i ca l  interpre'tation, 

Soviet Affairs, an organ of the Office of Intelligence Research, 
Department of State. 
deal with the Varga controversy are models of intelzigent inteqreta- 
tion of Soviet thought-concise, accurate, scholarly, and readable. 
Unfortunately, far less attention and sophisticated analysis has 
been devoted to the period after Vargars in te l lec tua l  demise, par- 
t i cu la r ly  developments i n  the p o s M t a l i n  period, than In  the ea r l i e r  
period. 

The ar t ic les  in this monthly publication which 


