Understanding Eastern Europe

f we were to undertake the task of ex-

plaining developments in Eastern
Europe, we will begin by testing the fol-
lowing hypothesis; The prablems confront-
ing the countries of Eastern Europe are
problems of socialist construction and not
of socialism itself; such problems were
wrought about by errors, mistakes, or
weaknesses in socialist construction; and
such errors, mistakes, or weaknesses were
the outcome of an incotrect theory of
socialist construction, 1. e, the problems
are not inevitable consequences of socialist

construction per se, but of the wrong en-

gineering design of socialist construction,

This hypothesis actually follows guite

obviously from a few premises that are not

really that exceptional. If we take into ac-
count the self-evaluation of the Eastemn
European countries that they are socialist,
and if we assume that a socialist system
ls one that must have gone a long way
towards abolishing antagonistic contradic-
tions so that relatively peaceful change wil
e institutionalized, then we can only con-
clude that these countries have not yet, in
fact, completed the phase of socialist con-
struction, and -are experiencing the "birth
pangs” of a new soclal order, because of
the apparent turbulence in the demands for
change in most of these countries.

By the same token, if these countries
are still in the phase of socialist construg-
lion -- that phase of transcending capitalist
mechanisms and institutions - then # is 1o
be expected that socialist activists, not
lpast of whom are the communist parties,
should, in fact, be at the forefront of
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poonomic, social, and political processes
and movements (l.e., if socialism is indeed
superior to capitalism, which we accepl
here as a postulate), That capitalist
demands and calls for the dismantling of
communist parties are apparently dominant
in the turmoil in Eastern Europe point fo
a loss of confidence in a socialist agenda
due to errors, mistakes, and weaknesses
in socialist construction.

While it is true that in the construction
of any social order, o self-conscious agent
or an actor with a well defined mission
may commit some errors and mistakes
along the way, or undertake actions which
may not be the best possible moves for
the fulfillment of the task, it is to be ex-
pected that if the programmatic agenda, -as
well as the strategies and tactics, are con-
sistent with objective possibilities, then er-
rors, mmistakes, and weaknesses will be
self-correcting, The simple reason is that all
these will lead to development which
diverges from objective possibilities, un-
masking them for what they really are.

This article suggests that the
problems of socialist — construction in
Eastern Europe have deeper roots to be
found in the theory that is applied in
socialist construction itself. This theory
could be inadequate, if not  outrightly
wrong, for either of two reasons, or both:
1) the socialist vision ftself may be er-
roneous; or 2) the mechanisms, processes,
strategies, and tactics of realizingthe vision
in practice may be faulty,

Testing  the Hypothesis

The hypothesis specifierd above can
gasily be tested in principle. The first step
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Is 1o specify a (if not the) general theory
of socialist construction which may involve:
a} specitying the general outlines of a
socialist order; and b) mapping out, alsain
general terms, the processes, mechanisms,
and other means, or the conditions they
must fulfill, of building socialism (naturally
on the basis of an antecedent capitalist
arder). The next step is to particularize this
general theory, if necessary, (especially part
(b), since {a) can be assumed to be In-
variant) by taking into account the par-
ticularities of the various Eastern European
countries.

The third step is to compare the actual
mechanisms, processes, and means
employed by the Eastern European
countrigs in socialist construction with the
theory of socialist construction developed
in the first two steps.

The tourth step is to derive hypotheses
or predictions regarding economic, political
and ideological tendencies in the Eastern
European countries on the basis of the
divergences between the theory and actual
practice of socialist construction in these
countries.

The fifth step is to test the hypotheses
or predictions in stepfour by actual obser-
vations. The specification of these
hypotheses or predictions will, of course,
incorporate specification of methods of ob-
servation or measurement and verification.
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In implementing these procedures for
testing the major hypathesis in the previous
section, 1t might already be possible to
specify hypotheses or predictions for
specific types of divergences betwean
theory and practice after the second step.
It is,in factadvisable to do this in case the
process of comparing actual practice with
theory can Influence the specification of
hypotheses in step four.

In any event, the test procedures
enumerated above are rather straightior-
ward, They are, however, by no means
easy. In fact, we foresee vigorous objec-
tions from certain guariers.

The first point that may be raised is that
the whole exercise is based on an Ideallst
bourgeois framework.  Specifically, the
guestion is, how can we seriously propose
to grapple with the problems facing the
Eastern European socialist countries by
evaluating them, even If only partly, on the
basis of asocialist vision, nay, a blueprint?
All this smacks of utopianism alien to Mar-
dism. The process of socialist construc-
tion, some people would contend, Is a
dialectical process where, presumably, the
means determine the ends, just as the
ends determine the means, in a dialectical
fashion.

But this objection, f not ridicuious, is
beside the point. Inthe first place
socialist countries are consciously and
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defiberately  constructing a  new  social
arder that is supposed to replace {dialecti-
cally, it you will) capitalism, then it follows
thal & pre-conceived plan must exist. It
may simply consist of the fundamental
structure of the new order, bul It s a
blueprint honetheless.  In talking about a
socialist vision, we mean no more than
this. In the second place, the theory of
socialist construction to be used may even
dispense with a socialist vision!

If problems arise In the implementation
of our research framework, they may rest
on the difficulty, not ihe impossibiity, of
specifying the theory of socialist constiuc-
tlon, But if, aiter more than a hundred
years, Mandst [heralure canno! yield a
robust enough thaory acceptableal ieast o
Marxis! academics, then we may well have
to abandon Marzlsim as a science.

Such a robust theary can be con-
structed, The next section outnes what
we think is the socialist vislonand derives
the theory or laws tl:af socialist construction

We will also, indicate in very general
termms what the ‘possible conssguences are
of a divergence bhetween the theory and
practice of socialist construction, In what
way soclaiist construation i Eastern
Europe has depatted from, In & manner of
spes:"r*.;:_{j comect practies, and why [l is
now, therefore, reapingthe bilter frults.
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Qur aim here is not to make definftive
statements; rather, It isto demonstrate the
feasibility and frultfulness of our proposed
research framework, This is yetto be fully
implemented, if not by us, then hopefully
by a team of researchers as concerned as
we all are. What follows, therefore, is a
very tentative assessment of developments
in Eastern Europe.

The Theory of Secialist Construction

Communism, of which socialism is but
its first stage, Is a mode of associated
producers. The two stages are differen-
tiated from each other by the distribttional
criteria, "from each according to his ability,
fo each according fo fhiswaork™ forthe first
stage, and ‘from each according io his
ability, to each according to his needs” for
the second. Soclglism, in other words, is
itseli a mode of assoclated producers, and
it s this mode that we refer to when
socialism iz mentioned here,

The preceding specification of socialism
is the most explicit that we can find In
Mane. As a concepl interpreted within the
contaxt of Marzism, it s already very rich
in possibilities, or rather, in terms of ap-
proprizte restrictions. The concept seems
to Imply, and we talke 1t to imply, freedom,
demaocracy, and equality at the level of the
aconomy, since the concept can be inter-
preted as a generalization of peer group
amangamenis.  Cerainly, the manner of
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producing the means of life can hardly
gualify as an association of peers if people
are compelled towork; or that workers are
unequal In various important respects; or if
workers have no say on imporant matters
regarding their lives.

Obwiously, freedom, democracy, and
equality as substantive rights among as-
soclated producers have materal prereq:
uisites for their realization. For instance,
the bellef that the process of production
will get to be more and more complex in
the course of technological development,
such that skills requirements wil become
more and more varlegated, resulting in
aven more complex and difficult processes
In coordinating work (to name a fow
aspects of the labor process), suggests
that workers will get to be even more un-
atual in the course of time. But this,
precisely, leads to a greater appreciation
of an aspect of Marx's vision.

The sociallst vision includes the abolition
of the distinctions between mental and
manual work, between town and country,
and between agricultural production and
industrial production. If this vision is real-
lzed, then the seeming inevitability of ine-
quality among producers evaporates. What
this realization implies is that, even if it is
trug that different skills are required for dif-
ferent tasks, or that hierarchical structures
are necessary and Inevitable, what is also
true Is that any worker can do any one of
these tasks. To dramatize the point, as-
sume that a particular production
enterprise has 1,000 workers divided equal-
ly to perform 100 different tasks. On any
particular day, the 1,000 workers can be
assigned randomly among the 100 different
tasks and yet production can proceed
smoothly.

Under this condition, equality becomes &
realty. And so with democracy and
freedom, for, insofar as men are equal in
terms of basic, presumably acquired, men-
tal and manual abilities, the possibility for
sell-management of production and
mobility in productive employment is maxi-
mized, What Is true of a single enterprise
is true for all enterprises, and lor society
as awhole,
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The problem with this conception, even
it consistent and coherent, is not that it
cannot be concelved, It is, quite simply, a
fantastic dream, a utopia.

It is precisely for this reason that Mar-
xists, as a rule, recoil from an explicit
elaboration of the ultimate socialist vision:
the conception, the idea, cannot be
proven. But neither can they completely
forsake a vision of a future soclety, Mar-
xism teaches them that soclalism is a
projection inta the future of the objective
possibilities created by capitalism, cir-
cumscribed by the laws of social develop-
ment

In the final analysis, therefore, soclalism
is. made operational by a series of visions
or a serigs of feasible structures of society,
which we might conventionally call
soclalist, starting with the first one belng
constructed from a capitalist order,
presumably with the precision of natural
sclence. Any of these structures in the
series may not be the socialist society, for
that is yet to unfold, From a theory of the
socialist society, soclalist theory is therefore
transformed into the theory of construction
of socialism,

But there seams to be a paradox here.
If the series of leasible structures of society
starting presumably with the second and
ending with the ultimate socialist order,
cannot be constructed without falling into
utopianism, how can a theory of socialist
construction itself be constructed? Perhaps
this theory of construction Is yet to be
constructed as the series of feasible
socialist structures are being constructed.
But how can these structures be con-
structed if the theory is yet to be con-
structed?

The paradox is resolved by noting that
whatever is the nature of the first feasible
socialist structure that is and ecan be con-
structed scientifically out of capitalism,
such a structure can only be constructed
if the process of construction is consistent
with the laws of social change, In other
words, the theory of socialist canstruction
is not a theory sui generis; It is embedded
in the general theory of social change, |t
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can be enriched, as all thecries are in the
course of practice, as each of the feasible
socialist structures unfolds; It is never
newly constructed all the time.

For this reason, the incorporation of
maximum demands for freedom,
democracy, and equalily, as features of
faasible socialist structures, need not be
derived from the concept of a mode of
associated producers; rather, they can be
derived from previous historical develop-
ment, where freedom, democracy, and
equality have expanded, as progressive so-
cial structures succeeded one another in
time.

Freedom, democracy, equality. Their
maximization Is certainly consistent with
koth the ultimate socialist vision of a
mode of associated producers, and histori-
cal change hitherto. We take this goal,
therefore, as the bedrock of a theory of
soclalist construction.  In other words,
socialist construction s the process of
developing material forces of production,
mechanisms, institutions, etc., which maxi-
mize freedom, demodracy, and equality. Let
us posit this differently and In law-like
fashion: Only if each of the successive
stages in the construction of post-capitalist
sociely maximizes freedom, democracy,
and equality will the process of construc-
tion move progressively and smoaothly
towards sociafism. It follows from this that
violation of the law will mean stagnation,
retrogression, or counfer-revalution.

Unfortunately, political variables like
freedom, democracy, and equality are hard
to pin down and measure. Hence, it
would be simpler if the law of socialist
construction is translated In economic
terms. This is easier said than done. A
possible recourse is to identify the fun-
damental socio-economic variables that
restrict freedom, democracy, and equality.
For this purpose, we propose that un-
earned incomes such as rent or guasi-rent,
the number of unearned statuses and posi-
tions of authority and power, and economic
wastes be used to measure the degree of
restrictions on freedom, democracy, and
equality. In other words, the hypothesis is
that, If unearned incomes, the number of
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unearned statuses and positions of power
and authority, and economic wastes are nil,
then the maximum possible degree of
freedom, democracy, and equality will be
enjoyed by people as allowed by the level
of development of the material conditions
of production and life. We wil only try to
indicate here the plausibility of this
hypothesis.

As a general rule, rents are brought
about by absolute scarcities, and the per-
petuation of this type of private income In
itself implies both the lack of freedom and
inequality. For instance, a group of
specialist surgeons can constitute themsel-
ves into a college, and only its fellows will
be allowed to render the specialization re-
quired. The result would be an artificial ab-
solute scarcity In the supply of such ser-
vice, and the fellows can charge their
patients more than what that specialist ser-
vice would normally command, Part of the
fellows' income would take the form of
rent, and the more restrictive entry into the
college is, the higher rent will be. On the
other hand, if competence is the only re-
quirement for entry (and if so, the college
would, in fact, be irelevant), rent as a
portion of the doclors' incomes will disap-
pear.

' Numerous examples of rent-seeking can
be enumerated; but they all lead to the
same conclusion as in the previous ex-
ample: lack of freedom and inequality. I
real democracy prevails, then the
prevalence of rent incomes may disappear,
since people can be assumed 1o value
freedom and equality, and to act for their
realization. Obviously, the magnitude of
rent Incomes also Indexes absence of
democracy, and the mechanisms that bring
this about may be tied up with the rent
appropriators’  actively putting  restrictions
on democralic processes.

In the case of unearmed statuses and
positions of authority and power, these are
artifacts of social and political processes.
The bellet, for example, that one person
does not earn the right to a super-ordinate
position requiring skills of coordination and
supetvision of some activity undertaken by
numerous subordinates implies that it isnot
one's skill of coordination and supervision
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that puts one there. Some other
mechanisms or criteria are involved in the
process of selection. In short, again, these
are manffestations of the absence or
restricted nature of freedom, democracy,
and equality among the people in general,
and among the people with the specific
expertise, in particular. Expand the number
of such unearned positions and tothat ex-
tent you magnify the restrictions on

freedom, democracy, and equality.

Similarly, economic wastes which, as a
general rule, involve the expenditure of
economic resources without the production
of use values or socially necessary ser-
vices, sublract as much, or even rmore,
from the social fund that could have gone
into, among other things, education and
other socially necessary services designad
to eradicate the economic and material
basls of inequality. 'tis difficult to toll what
the socinlogical and peychological  costs
that detract from freedom and democracy
are, but intution tells us that such costs
attendant to the generation of economic
wastes are not insignificant.

The preceding examples are by nho
feans proofs of the hypothesis that un-
earned incomes, statuses, and posftiona of
authority and power, and economic wastes
are -the fundamental socio-economic vari-
acles that restrict freedom, democracy,
and equality, The validity of the
hypothesis is nevertheless assumed. Given
this premise, thelaw of sosialist consiructian
may be restated thus: Cnly if unearnad
incomes, the number of unearned Statuses
and positions of power and authorlty, and
economic wasies are ninimized will the
process of socialist construction move
progressively  and  smoothly  towards
soclalism,

Explaining Events iuw  Fastern Burope:
A Tentative Statement

The problems of the Eastern European
countries stem primarily from wrang theary:
These countries were guided oy a theory
of socialism rather than by a theory of
socialist construction,  Thus, ey werg
guided by the faw of planned development
(l.e, they denjed the validity of the faw of
valie in socialist construction) thev were

obsessed by the aboliion of private
property; and they misinterpreted the no-
tion of dictatorship of the proletariat as the
dictatorship of the Communist Party. They
were guided in their endeavors by Marxist
texts, but these texts may have been
wrong; aor  they may have been
misinterpreted.

We say that these countries were
guided by a theory of socialism and not
by a theory of socialist construction. And
this is paradoxical. On the one hand, there
does not seem to exist a systematic
elaboration of the material prerequisites of
the mode of associated producers
(presumably because, as indicated above,
of the utopian undertones of such an ex
ercise); on the other hand, the law of
operation, or the mechanism of regulating
production, of such a mods, namely,
central planning ungoverned by the law of
value, was broadly applied.  Absence of
private property is also an institutional law
for socialism as the mode of associated
producers, MNone of these socialist
countries  have reached that utopian
socialist state, but they were broadly apply-
ing the laws appropriate to that state, It is
this contradiction which has brought about
the ¢risis in Eastern Europe: the faws of
viopia were applied to a far from parfact
wiorld.

Even in the most advanced capitalist
countries in the world today, such as the
United States, the first stage in socialist
construction {(assuming a succesasful
proletarian revolution today), cannot just
forego the law of value and private propear-
ly, Far one thing, unless and until the
development of productive Torces fespecial
ly of human capacities) has reached a
stage that makes possible a perfectty COmp-
putable economy, fe, an economy where
eX afnie  plans are routinely fulfiled ex
post, the law of value, or the regulation of
production via the law of value {or pricest)
will remain the most efficient regulatory
davice.

Thiz is not to say that there wil be no
central planning in the soclalist system far
the socialist United States we are envision-
ing. In fact, ecentral plamning is the
mechanlsm that will make the law of valua
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work even more exactly. The price system
is most effective for marginal adjustments.
while central planning will 1ake care of the
appropriate  structural changes, and the
provision of public goods where the price
mechanism Is known to fall.

For another reason, the suspension of
the operatlon of the law of value will intro-
duce arbitrariness In rewarding work.  In
the mode of associated producers, where
workers are Interchangeable in all produc-
live tasks, one's work Is the same as
inyone else's, so that all the workers can
3o rewarded equally in terms of labor time
But even here, there are fine points to
;onsider which we need not go into.) But
n the sociallst system we are considering,
such Is not the case. If so, what criterion
will be used to convert one hour's work by,
gay, the manager ({(as produclive coor-
dinator far one) Into its equivalent amount
ol unskilled work? Marx, In facl, asked this
question, but he finessed It by saying that
the conversion takes place behind the
backs of the capitalists, But what is be-
hind them | not the market 7

People may have to be reminded that
the law of value is the regulatory
mechanism which sees to it thal resources
go into the production of use values, and
the things get to be use values ifthat Is
what the people need. Unless and until
perfect computation is possible, it may be
better practice to perfect its operation, and
centtal planning combined with markets
doas just this.

With respect to cagitalist private proper-
ty, the lssue to settle s whether it has
tecome a barrier to develcpment, After g,
capitalist privale property was the vehicle
of development for an era that had put to
shame all the material development of all
pravious eras. 1t Is, of course, true that
capitalist private propery In advanced
capltalism has, as a rule, become the bar-
rier 1o social and economic development
But this Is sobecause monopoly capital
has become dominant; it is monopoly capi-
tal which has become the brake to further
development,

In the first stage of sociallst construction
In acvanced canitalist countries, however
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not all forms of private property are back-
ward or barriers to development. |ndeed,
with manopoly capitalism, an extremely un-
even process of development is
strengthened, such that the dynamism of
certain fractions of capital (i. e, the
dynamism of capltalism in its progressive
stage), as in the service industries and
even in cenain segments of industry and
agriculture, is thwarted by monopoly capi-
1al.

Moreover, It is by no means the case,
when the distinctions between mental and
manual labor, agriculture and industry, and
town and country still exist, that a sig-
nificant number of the people canhot
achieve the full realization of their human
potential by owning material means of
production. Thus, in the first stage ol
socialist construction in advanced capitalist
countries, private property, while no longer
dominant, will still have a role to play in
the development of productive forces. They
will, certainly, wither away, as further ad-
vances under soclalist construction  will
make private property redundant, But they
cannot be made to wither bway by fiat
without costs.

If, therefore, the law of value will remain
an eflicient mechanism, and private proper-
ty will stil have a progressive role In the
first stage of socialist construction In an

‘advanced capitalist countpy, then It follows,

perhaps with the force of logical necessity,
that they will remain so in countrles con-
structing socialism from a lower base of
economic and social development.

Thus, once mare. we conclude: the East-
erm European countries asarule. applied tha
wrang theory in the construction of socialism.
But what could be the consequences of apply-
ing the wrong theory?

If the operation of the law of value is
suspended under a regime of central plan-
ming that Is far less than perfect. then what
Kornai calls economics of shortage obtains,
with the folliowing as someof its main fea-
tures

1) excessive and unnecessary Inven-
taries of intermediate products are ac-
cumuiated

HASARINLAN 15




“Fofl. o AGRWST

A MARKET ECONOMY Y

January 29, 1990 #177 International Viewpoint

2) most of these Inventories of materials
become outright wastes.

3) even labor power is hoarded (i e,
enormous slacks in labor are experienced).

4) unnecessary or sub-standard inpt
substitutions reach significant magnitudes.

5) exchanges between enterprises be-
come necessary, but exchanges are
governed more by personal and other non-
economic considerations between
enterprise managers,

6} access to consumer goods increas-
ingly vields privileges to people in
authority,

7) statuses and positions of power and
authority are not rightfully earned. (This
Is due primarily to the reduction of the
dictatorship of the proletariat to  the
dictatorship of the Party.)

Moreover, with the obsessive drive
towards soclalist (Statel) property, certain
consequences could be expecled. Agricul-
tural production and productivity are the
main casualties. Of all the productive sec-
tors of any economy, the agricultural sec-
tor is the last to free itself from the
vagaries of nature, and from the dominant
control over the labor process by the Im-
mediate, Individual producer, Thus, the
drive towards large collective, cooperative,
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or state farms Is counter-productive. Fur-
thermore, such large undertakings call for
numerous administrative, supervisory, or
other positions of authority, filled up, In
most cases, through lhe bureaucratic
mechanisms of State and Party. Thus,
economic wastes, and privileged positions
{since unearned on the basis of economic
efficiency criteria) are magnified.

From the list of errors, mistakes, and
weaknesses mentioned above, flowing
primarily  from incorrect theory, it is now
easler to understand why the turmol in
Eastern Europe appears to be leading the
region along the capitalist path. Since the
ills proceed from the undialectical negation
of two fundamental Institutions of
capitalism, namely, private’ property and
the price mechanism, then it would appear,
even to the peoples of Eastern Europe, that
capitalism is the solution. Since these
problems also stem from the dictatorship
of Communist Parties ideologlcally passed
off as the dictatorship of the proletarat,
then it would also appear to the peoples
of Eastern Europe that capitalist democracy
is also part of the solution.

And now, finally, it seems that, what
Max Weber was supposed to have said to
George Lukacs, Is coming to pass:
Socialist construction in backward
countries will give socialism a bad name
for a hundred years. If we accept this
proposition, the question then is, when do
we begin to count to a hundred?
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Appendices

I Cansistency ine e Mavinizatgon of Twe Goal Fuspetons Witk Identical Argusents

In a paper presented ot oa seminar al the University of the Philippines School of Eeonomics (LPSH) on 10
November 198%, entitfed "A Mathematical Pormalization of Mardan Poliical Economy” (2od Deafl Ms 132 1), we
crplained, on  the basis of Mamian assumptions, the [undamental propositions in Marx's Tamous "Preface” 1o A
Comiribution 1o the Critque af Poliical Eeowomy, (A copy of the paperis available sl the UPSE Library)

The paper presented the societal problem thal is postulated in (he following simptificd for
1) Maximize: NE = Zpf, q) - Cu (i, 1 g)
(#q)

wher:

M = net surplus as a fraction of toml labor Z = suiplus labkor as a fraction of total labor, ds 21
L = level of development of productive forees, 0« < F;

R = production relations, &< £ < 0

Cu = unproductive labor as a fraction of total labor, 0« Ci <2 1

g = level of operation of the econommy, 045 ¢4 1,

In reality, [, aad M oarc cight-timensional, aod 435 dimensional veetors, mespectively. For simplicity, we assume that
Loand R are scalars. An A close o pero basically means extreme concentration of owneship and contiol over
means of production, ‘and an & close o unity conversely implies simost total sccal owmeship and condral over the
BAMIE TS,

In the present text, the societal goal 35 to maximize some function of the varables frecdom, democracy, and equoalicy,
cach of wiich may be measured in the intereal (@ 1) where, forinstance, & valve of freedom closc 1o eera implics
almost complete absence of freedom, and almost absolue frecdom for the opposite case of a value close o unity, The
cise fur democracy and eguality is similar to that for freedom, [ both goal functions are mobilized o devive faws of
sovial change, then the natural question to raise is, are both functions consistent, i e, would they yvield wdentical results?
To answer this question, assume that, for [ = Lo,oan optimal value 2% and g* have been obained, In Fg §owe
diew the Cu oamd 2% curves in terms of R oand given g% Al R*® in Fig 1, lhe diference between 2% and  Cw
vields NZ* the optinn] wlue of AF. Obviously, R* is the optimal wioe of &, e, R* conslitules the appropriate
relations piven L= Lo. = there some sense in saying that at NF = WEZ* the goal Tunclion i (he text above,

Fig. 1
Cup 2
z.

Cu? I
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Cul !
I '
! |
[ ! I
Cu I i 1
I I I
| I |
|l i i
i
i I |
I | |
i " I

| I ! 7 R
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25 = SF DOE) is alio masdmived, o, docs § also atraie s maximum at R oamd g% piven that L= Lo owhen
F (freedom), I (democsacy,) and  E {equality) arve functions of R, [, amd g7

Gining back 1o Flg 1, suppose that ® << B*  Tn this case, ownenship and contrel over means of production are
mare cancentrated than they should fdeally be (at 84, In this case, one may interprer the siluation as that wherd the
number of "mriagers” running the coconomy is smaller than the ddeal, so that anoacificial scareity cxists. Thus, rent
income Js being appropriated,  For cxample, at R4, the maegnitude of this menlis the difference betwecn Ol and
Cu* In PFlg 10 We argucd above thdl ke preseoce of rent dncomies i o prima faeie evidence Tor the presence of
strictions on freedom, demaocracy, and cqualily,

Similirly, nl R = 82 the reverse silvation exisest There s poeuter saclal control over pmdoction, {0, thepe are
more "maeagers’ aow thanoal 5% This situation can be interproted either s the Sluotion where siotuses and positions
of power and authority are ool Ceprmed”, or one whone extra-sconomie droanpements o the fecraibment of "monager!
are present. An intuitive example here isoone where membership in some "froterniny” o club” {such as hetanging o
the top 40U families) entitles. members 1o otoupy various renumeratbve positions in public s well 65 privete buasness
Surplus measured as (w2 - Cw* s dissipated unproductively, which magnitede moy index the nvmber ol Munciy
seatuges-and pogiteens of power abd authority which, a5 we have anrued, impose redlrictions on [reedom, demooraty,
copuslity

nic

It may appeas that hoth phenomens are mutvally excfusive. ol this appeass 5o only Decouse ® ls frested a8 @
seplar. Recalling that & is in fect 3 45-dimensional veclor, simultancous ocenrrenee of such phenomens s aol excluded,

Now, congider the case where gz g% and Z2£ Z% The same Pl Lomay be uwsed with 2% ddplaced & 2
Moreover, the O furve may not botom out-at 8% und s minimun viles may he ditfecent froem G0t Bul el us
asgume for simplicity that this C4 curve indeed botoms oul at H* Ronethelss even ot 8% ged geg® N2 < NI
and - of covrse el L

The situation envigsaged above & one where msowrces are either dbe or i not, they are being used anproductively,
or wastefully, and the waste i measured by Z¥F— 20 As we Hoveargeed abowe, such waties i thomselves reserisd
fréedom, democmacy, and equality or they may simply progy for resteietiong on all thres waviables buugit abeat by

other mechanisms,

The point. therefore, s that f NZ &5 aol madmon, cetaln aveldable restrictlons on Freadont, democcy, and
cauality cxist, Al NZ*, all these dre removed, and Whe madmem possible values of K 0 and £ are pitained,
Whatever form 8 takes, 5 will be maximum 2t BY ¢® where N2 s maximum as long as the pictial derbvatives of the
function wirth respect fo 8 arguments are positive,

In short, the maximizations of A ard & yickd identical results,

There 4 & minor point that needs 1o be mentioned, In the text, for purposes of empincal msearch, we substiisie
thic minimization of some [unctions of rents, wasles, and uncarped statuses and positons of authorty und power for
the maximization of & The meason for this i the elusive propeities of 8 0 emd £ as [ sz micgsiremenl &
concemed,  From the immediately preceding discussion, il s ebvious that fhe wariables that e substibeed e nol
really thal ersy 10 messure gither; neither are NZ® oF any NZ o Toe thal mallcr. We ean onle be conseled by the
fact that approximate measurements ane possible mo prnciphe

I The Essence of the Dictatoriship of the Prodetavial ’

oThe essence of the notioh of @ diciatorship of the proletariat con dlsn be clarified by Lhe model distessed in the
paper mentioned abose, and the present text, Conasider Fig, 2 . There, we present our resulls i Stylived form bueause
of the scalar treatment of the vectors L apd R

The line al in Fig 2 represents the tajectony of society in s development i ac all Gmes and for all walues o
Lo the social struetures represented by B are the optinml social steuctures, & e, freedom, demecrney, dnd equality, or
net social surplus, are maximized 8t sl times under the inevitable restrictions. mposed  only by L or the lewel of
deselopment of the material forces of produetion,

Al L= Lo o social onler s omaugurated with R = Beo Thesivation & such tkat all R [ulliling the condibon
Ro g R o= R! are allowed and accepled by the Stare, laws, and fdeolopy that are inawgueaicd jogeiher wilh the
astendance of Ro. Tlewelopment procecds smoothly slong the ol loe as L incresses Trom Lo G L1 Indesd, the
appropriateness of the State, laws, apd ideology facilitaccs this- dovelopment.  Flowever, stacling [rom L0 The Siate
s, and ideology become ossificd, Classes  determined by K1 no longer Bavor sny change in class relafions.

Nonctheless, the development of [ proceeds with A remuoming constant ol &5 lu (a1, as shown in the
paper, the elsses i favor of 87 will have fo systomaticsily develop productive (orces of onby 1o presoove their class
positions,  But, since 8 remalns fived a1 87 s Lo oincreases from L7 tewards L2 the socinl stucture is ingressinply
beeoming a barrier fo the development  (better still, utllization) of prodective forees as he divergence Defweon
producible owipot (and surples) and actual outpur increases.  Inferms of the longuige of the present alicls, coonamis
wastes, inefficiencies, tentseeking, and other privileges Incresse syslematizally from LI oo L2 oro 1o put it dilferently,
reatrictions on freedom, democmey, and equality, are magnified,

Al L2 piven the scenmdo preseated above, scrments of the popokation who will benefit from the clindnotios of olf
of these abermtions eventually marshall soflicient power 1o owenhmw the existing repime (870, o pul in place o new
one staring wilh B2, The same socielal provesses cepeal themsches, | e, the dovelopmicats from B2 fo 84, and fom
R o B avequalitatvely the same os the developmients Trom Be do A2 Only now, They are tokieg place at mach
herher leveld of development of productive forces.

Such are (he processcs (hat Man o analyvied, and from which be derved: the Lews of socal change o umocy
summarted i the fimous "Prefaie”, The main chameteristi of such processes b5 that  develapments o (O wiile]
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Fig. 2

[ Ly L&

hasically the result of numerous uncoordinated actions and reactions in society as @ whole, and the laws of soclal change
were, thus, operating blindly, Nonetheless, blind as they have been, the teend of historical devefopment, as we have secn,
demonstrates  the expansion of human freedom, democracy, and cquality.

Mow assume Lhat the capitalist order was inawgurated at L4 R4 in Fig. 2 and the situation is now verging on
L& The Marxist thesis aboul the role of the working class in the liberation of mankind i that, with history behind
it, omd the leamed lessons [rom this historys (among which is (hal private properly is now basically the main
barrier to development, in the sense that it prevents the full ulilization of productive resources and the attainment
of magimum freedom, democeacy, and equality), it will be the principal agent in the development of a classless (private
propertyless! ) society, since it is alrcady properiyless i

This new social omder will be inavgurated ar L6, £6 Buet ac Lo, B, the new sodial order |s nob yel the classless
socicty envisioned (when Rw [, L also appeoaches unity and 2 approaches 1 assympietically). The essence of the
new order inaugurated ar L6 A6, of the dictatorship of the prolctanat, is thal, hepcefonh, the trajeciory of social
and historical development will Follow the solid path along ab starting with of, uitimately ending with the truly classless
soctety of the future, as @ conscious process of desclopment. '

Let us repéat; The essence of the dictatomhip of the proletariat is that from the inaugutation of fls power, the
laws of social development will, heaceforth, be consciously applied, From being blind laws o which men,  independent
of their will, are subjected, the laws will be subjectively and objectively applied, The principal laiw, as we have seen is
this Whatever the level of development of productive forces s, starting with L, relations will be such that Freedonm,
democracy, and equality will be maximized. A derivative law is thist sincc maximization of fresdom, democracy, and
equality 5 4t the same lime the maximization of net social surplus product, then the development of productive  fomes
will alse be maximized uwnder the dictatorship of the proletariat,

I Where the So-Called Socialise Countries Wenr Wiong

The hypothesis about what went wrong with the so-called socinfist coentries is now practically @ logical deduction.
Consider Tig. 3 which is exactly identical to Fig. 2 above except for afew additional features.

The stylized facts are the following: (1) When the so-calicd socialist countrics starred socialist comstruction,
capitalism was already monopoly capitatism ready for sociafist revolution. This is represented by Lhe situation L4, K3
in Fig 3 (2)These counirics were already over-ripe for the capitalist revolution at the time they began socialist
construetion. ‘This is represented by the sitwation L) R in Fig, 5 (3) Bevolution in these counmics used Lhe lessons
from history represented by developments from (@) or earlicr, wp o fc) which was then sgen as the socislist possibility
at Lo, RS (Fg 3

Mg stylived represemtation of events, revolutions in the so-cabled socialist countries ook hem from the State L
R3 o L' R6 (fi Belicving that what they had inaugurated was soclalism, practically a clasless sociely, and applyving
anagpect of 1he derivalive Taw mentioned n Appendix 11 above, namely, that development of productive forces will be
maximized under the dictatomship of the prodctanat (but forgetting the fact that the precondition of the daw s the
maximization of netsocial surplus product, which is the first fundamental law of sovialist construction, also staled as
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Fig, 3
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the maximiation of frecdom, democracy, and cquality], these sociaiist srmiries followed o path ol development Jakbelled
je in Fig 3

In the meantime, ke advanced capitalist countrics aiven the challenge and cxperigness of Ihose sie-cibled  socialise
countrics, followed a path of development lubelled dein Fig. 3. For the most advanced of lhese su-calied socialist
cowaleies, its currenl situation night be depicted as point in Fig 3, while  an advanced capitalist country s al poinl
§. The other socatled socialist countiics could pow beo anpwhere between points & and { or presumably A and 4
Dot this is of secondary Importance.

The sucress of sceialist counires ls primarily rooted in the facl that the time it took the most advanced of them
lo move from [ to i was much shorter (70 years], than for capitalism 1o move from & @ j [where bl counities huve
practically the same lavel of developnient of productive forces), which took ie 200 yearsl Dy almosr cuery reckaning, il
is spoctacular, Bul il would hawe Been more spectacular had the path dh been followed. This Tolloss Coms the fact
that sfong db, masimum el soclal surples is reatized.

Hoth the most advanced socialist country (and all the ather socialist countries! ), and advanced cupitalis Couitries
are, however, operling sube-opplimaily.

Unfortunately, the sdvanced capitalist countries are operating less sub-optimally than the most pdhvanced socialist
country, Thus, it would appear that Lhe capitalist puth is superior 1o the sociakist path (the fr pah in 15 3y And
g0, activists in the so-called socialist eruntries siifl see a bright [ulere in the fje path, They hawe beet, and they will
e, cncouisged by externul forces 10 fraverse i

When people ask il thoe s a Uird way, aparn from the fir and dfe ways, believing thal there 1m0 allier, they
ciribit mmy of e Following! nadvely, lgaoranics, slupidity, or counterremlulioaany conning O course, There 15 o third
way, the Tght way, namely, the ab pailb, Dt the question is, do the peopls in the so-called sovidlsl counties who
showld kmow, kaow 17 Perhaps Mr. Gorbachey knewms it but it takes more (han oné man QoW o Bring  the sociatist
counirics back fo the correc avenue.

What went wrong with the socialise ceanomies then? The answerappears simple; the T Uhal they [ollowed, and
the programmatic agenda that they implemented, were all wong

2 AC A RIMLAN _ {5t Quarier 1990



