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Abstract 

The collapse of the USSR in 1991 appeared to mark the end of an era of state led 
development as a response to economic backwardness. The Soviet model had already 
ceased to inspire similar state led approaches in the rest of the world but now it 
demonstrably failed in its leaders' self-defined mission - `to catch up and overtake' 
the advanced west. The papers in this portfolio reflect an attempt to come to terms 
with the Soviet experience - its origin, character and fate. But they also set this 
discussion within the wider context of global inequalities in a way that tries not only 
to make sense of the past but also to offer some understanding of the current 
constraints of economic convergence in the former Soviet Union in general and 
Russia in particular. In this way, the papers seek to engage both with specific debates 
about the USSR and wider questions of global political economy. 

The pieces selected here reflect the particular urgency in these debates created by the 
situation in the last five years as it has become obvious that the high hopes of the 
immediate post transition period were not being met. Instead there was economic, 
social and political turmoil in the fragments of the former USSR and a growing 
degree of intellectual anxiety as predictions unravelled. The papers were written as 
interventions in current debates, structured by an attempt to lay out a distinctive 
approach in the following terms: firstly, the argument that an explanation of the 
history of the USSR has to start from an understanding of its relationship to the wider 
global system; secondly, that this understanding has to be informed by a critical 
approach both to the development of global capitalism and in the USSR in particular; 
thirdly, that this requires both theoretical engagement and a strongly grounded 
empirical approach; fourthly, that together these point to the need to question both the 
conventional wisdom about the significance of the Soviet experience and the 
approaches usually adopted in more radical accounts. 
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1. Introduction to Thesis and the Author's Work 

The papers presented here for the award of a PhD by publication and the accompanying 
introduction are part of an ongoing project. This is an attempt to understand the dynamics 
of development in Russia as an example of a backward society trying to industrialise and 
compete in a world characterised both by increasing integration and massive inequalities 

- national and social. Its origins go back to the early 1970s when as a post-graduate 
student I registered for an M. Phil/Ph. D in Economic History at the London School of 
Economics. Circumstances conspired to prevent the completion of that research. This is 
why this portfolio of work is being presented nearly three decades on. The subject matter 
of the original research reflected an attempt to come to terms with the problem of 
backwardness and development. This interest has remained up to the present day 
although it has developed in quite different ways to those which I first began to explore. 
The theme of the original research was `Foreign Competition and the Development of the 
Russian Agricultural Machinery Industry before 1914'. Its aim was to examine how two 
processes interacted. One was agricultural development and, in particular, the extent to 
which technical change was evident in the Russian countryside before 1917. The other 
was the tensions between the development of a protected national industry and superior 
foreign competition. 

Although the research was not completed, it had advanced sufficiently to allow me to 
gain a full time post at Wolverhampton. But for many years I was unable to teach 
anything other than essentially post-1917 and often post-1945 economic history and 
contemporary European studies. It became increasingly difficult to sustain the original 
research and new opportunities arose as a result of my growing interest in Soviet 
development. These led to the publication in 1985 of my first book, Nikolai 13ukharin and 
the Transition from Capitalism to Socialism. ' 

My interest in Bukharin developed because he, more than any other early twentieth 
century Marxist, had a sense of capitalism as a global system and one in which the state 
played an increasingly central role. The particular way in which the Soviet system 
developed, and Bukharin's attempt to understand this, could therefore be explored not, as 
was conventionally done in Soviet Studies, as if that society were peculiar and a law unto 
itself, but as an extreme example of tendencies which were apparent across the global 
economy. At the centre of this still controversial proposition is the idea of state 
capitalism. This was a theory which, I argued on the basis of Bukharin's original insights, 
was not simply a theory of the USSR. It was also a theory of a possible immanent 
tendency within the wider capitalist system. As the full list of publications presented with 
the thesis should make clear, at the same time as I was interested in this issue I was also 
exploring aspects of western development, not least its labour and social history. 
Hopefully this familiarity with other lines of research meant that the integrated analysis I 
was trying to move towards rested on more than superficial comparisons as was often 
alleged by those who rejected the idea that the USSR and its satellites needed to be 

'Nikolai Bukharin and the Transition from Capitalism to Socialism. London: Croom 
Helm, 1985 
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understood in terms of the wider logic of the capitalist system. But in practice the fact 
that I was developing several different lines of research presented something of a 
problem in the 1980s. 

Having completed my book on Bukharin I wanted to write a detailed, local analysis of the 
way in which the Revolution degenerated in St. Petersburg/Petrograd. I spent some two 
years working on the background to such a study even as my other interests continued. 
This work was important in giving me an insight into published early Soviet sources. But 
I increasingly came to realise that practical issues would limit my capacity to complete 
the type of study that I wanted to carry out. One was the lack of access to unpublished 
Soviet sources and to oral accounts because of the restrictions that existed before 1987. 
The other was that my `vernacular' Russian (rather than `social science' Russian) was 
poor and the chances of improving it were remote given my personal circumstances. By 
1987 I was resigned to abandoning a major interest in `Soviet Studies' in favour of 
research in Western and British fields of economic history and economic and social 
development. 

My interest in the development of the `Soviet system' was rescued by its break-up and 
the new problems that it presented as well as the new opportunities that arose to write on 
it. Since 1988 I have been largely, though still not exclusively, concerned to analyse the 
past, present and likely future of the USSR-Russia and its former satellites. But the very 
fact that the break up of the Soviet system involved a closer degree of integration into the 
world economy meant that I was able to pursue this in the context of an interest in themes 
that I had already established. I was fortunate in the mid 1990s to begin collaboration 
with Dr. Rumy Husan. This has involved publications on the possibilities of global 
development, the transition and its continuing human costs, as well as on-going 
publications on the issue of changing patterns of health and safety at work in Russia (and 
Hungary). Although these papers have been jointly published, each has had a lead author 
and the papers presented in this portfolio are taken from those of which I was the lead 
author. 

In 2002 I published a history of the USSR from a state capitalist perspective which was 
fortunate to receive some positive, if critical, attention. 2 My aim in this book was to try to 
use the analysis that I and others had developed to confront the detailed facts of Russian 
development between 1917 and 2000. This was followed in 2003 by a book, written with 
Dr. Husan, on the history of mortality in modem Russia and its relationship to political 
repression, war and economic development. 3 The approach used in these books militated 
against a consideration of some of the deeper theoretical issues raised by the history of 
Russia. The portfolio of papers collected is not a fully consistent and theorised 
compliment to these books. But its aim is to go some way towards providing a more 
rigorous spine to the discussion of `state capitalism' and the value of this idea in 
understanding Soviet development and its disintegration. 

2 Russia. Class and Power in the Twentieth Century, London: Bookmarks, 2002. 
3 (with Dr. R. Husan) A Century of State Murder? Death and Public Policy in Russia, London: Pluto Press 
2003. 
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The introduction that follows tries to set these papers in a wider context by focusing on 
five themes: the problem of states, capital and backwardness; nineteenth century growth 
and the position of Russia; the nature of the Russian Revolution and its subsequent 
degeneration; state capitalism in Russia 1928-1991; and the crisis and transition in 
Russia. 
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2. The Problem of States, Capital and Backwardness 

'Whoever studies and looks only at Russia will never understand anything, I venture to 
say, of the Russian Revolution' (With apologies to Alexis de Tocqueville) 

The purpose of this portfolio of papers is to address the ways in which capitalism has 
developed historically, focusing primarily on the problem of the state and economic 
backwardness and situating the experience of the Soviet Union, its development and 
collapse and transition in this wider context. In this section of the introduction I will 
review the way in which the papers are underpinned by specific positions in two major 
areas of debate - the relationship of the state to capitalist development in general and the 
specific issue of the state and economic backwardness. In particular I want to argue that 
the global economy is constituted by the mutual interaction of units of capital and states 
which play both a wider political role and an economic role. Although the balance of 
`state' and 'private' elements changes, global capitalism has not existed, does not exist 
and cannot exist in the future without both elements being present. This world economy 
is necessarily also structured by unequal development and unequal power - it is built on 
'asymmetrical power' in all its dimensions. States can play a more or less direct 
development role but their capacity to act is itself determined partly by the way that they 
interact externally and partly by the way they interact internally with local class forces. 

1.1. States and Capital 

The most difficult society for any observer to analyse is his or her own. It seems least 
strange and therefore the observer is blind to its peculiarities. Nothing illustrates this 
better than the failure of both conventional and Marxist accounts to develop a clear 
analysis of why capitalism is organised as a world of competing private and state capitals. 

Table 2.1 shows one measure of the way in which the number of states has risen over 
time. Table 2.2 shows the way in which the level of state activity has also increased in a 
series of states that most commentators would accept were unproblematically part of the 
capitalist system. To an observer looking at capitalism from the outside, the data in these 
two tables might suggest that whatever people mean by the term `capitalism' it would 
surely involve recognition of the central role of states. Yet in the literature on capitalism 
(from whatever political direction) there is a significant gap. There has been a basic 
failure to explain why we live in a world of many states where the level of state activity 
appears to have grown over the longer-run and where, market rhetoric to the contrary, it 
does not seem to be falling much. An outside observer might be no less disconcerted by 
the way in which attempts to fill this gap have usually been premised on the argument 
that the role of the state is in some sense in conflict with key elements of capitalism as a 
mode of production. 
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Table 2.1 Number of Members of the United Nations 

1945 51 
1950 60 
1960 99 
1970 127 
1980 154 
1990 159 
2000 189 
2002 191 

Source: www. un. org/overview/growth. htm 

Table 2.2 Total Government Expenditure as % of GDP at Current Prices, Western 
Europe, the United States and Japan, 1913-1999 

1913 1938 1950 1973 1999 
France 9 23 28 39 52 
Germany 18 42 30 42 48 
Netherlands 8 22 27 46 44 
United Kingdom 13 29 34 42 40 
Japan 14 30 20 23 38 
United States 8.0 20 21 31 30 

Source: A. Maddison, The World Economy. A Millennial Perspective, Paris: OECD, 
2000, p. 135 
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Conventional economic theory finds itself in a dilemma here. At its core is a celebration 
of the market. The jewel in the crown of market theorising is the theory of comparative 
advantage. This shows that everybody's income is maximised in a world of free trade. In 

such a simple model the state becomes irrelevant and this is reflected today in some of 
the cruder strains of globalisation theory. Those who have developed the basic structure 
of market economic theory have tended to take the (nation) state for granted. Market 
theory is therefore usually cast as a theory of how the economy of a state is best 

organised internally and comparative advantage as a theory of how the position of a state 
can best be maximised externally - it is a theory of state advantage. Adam Smith 
famously wrote about `The Wealth of Nations' and Ricardo, as did all the classical 
economists, took the role of competing states for granted and developed the theory of 
comparative advantage in state-bound terms. ' 

In what was to become Germany, Friedrich List went further and attacked classical 
writers precisely because they did not see the extent to which their arguments were 
consistent with the advantage of their own state. 

Between each individual and entire humanity ... stands the nation, with its special 
language and literature, with its peculiar origin and history, with its special 
manners and customs, laws and institutions, with the claims of all these for 

existence, independence, perfection and continuance for the future, and with its 
separate territory; a society which, united by a thousand ties of mind and of 
interests, combine itself into one independent whole ... and ... is still opposed to 
other societies of a similar kind in their national liberty, and consequently can 
only under the existing conditions of the world maintain self-existence and 
independence by its own power and resources. 2 

The refusal of classical political economy to confront the implicit assumption of state 
power in the arguments for free trade was, List argued, part of the mechanism by which 
political economists were able to disguise their local interests in a more cosmopolitan 

1 The assumption that the state is in some sense a natural form also figures prominently in Mill as can be 
seen in the following classical defence of the infant industry argument of trade protection. 

The only case in which, on mere principles of political economy, protecting duties can be 
defensible is when they are imposed temporarily (especially in a young and rising nation) in the 
hopes of naturalising a foreign industry, in itself perfectly suitable to the circumstances of the 
country. The superiority of one country over another in a branch of production often arises from 
having begun it sooner. There may be no inherent advantage on the one part, or disadvantage in 
another, but only a present superiority of acquired skill and experience ... 

But it cannot be 
expected that individuals should, at their own risk, or rather to their certain loss, introduce a new 
manufacture and bear the burden of carrying on until the producers have been educated to the 
level of those with whom the processes are traditional. A protective duty, continued for a 
reasonable time, might sometimes be the least inconvenient mode in which the nation can tax itself 
for the support of such an experiment. But it is essential that the protection should be confined to 
cases in which there is good ground for assurance that the industry which it fosters will after a 
time be able to dispense with it; nor should the domestic producers ever be allowed to expect that 
it will be continued to them beyond the time necessaryfor a fair trial of what they are capable of 
accomplishing. J. S. MiII, Principles of Political Economy, 1848. 

2 F. List, The National System of Political Economy, (trans 1901), London: Longman, 1901, p. 174. 
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guise. The argument for free trade only made sense for the most advanced countries 
which needed access to the markets of weaker states. To achieve this they had to 
persuade the weaker states that economic subjugation was in their own interest and 
therefore, as List put, they had to 'kick away' the ladder which had been the means of 
development of their more powerful states and might have been the means of 
development of weaker states. But List too, as the quotation above makes clear, had an 
uncritical view of the nature of the state - nation as a natural unit. 3 

Within conventional accounts a more sophisticated approach can be seen in the work of 
those who ask what conditions are necessary for markets to function effectively? Hayek 

and others, while opposing state intervention in the workings of the market, nevertheless 
see the state as a necessary precondition for the existence of effective markets because 
these must be bound by a rule of law that only the state can provide. Thus the Hayek-type 

argument represents an advance over a crude market account but it still does not tell us 
why we have a world of competing states rather than a single global state performing this 
role. 

Much Marxist writing also stumbles on the same problem. At the political level, the state 
is often seen as `the executive committee of the ruling class'. Let us leave aside the 
problems that this view might pose in political terms. The central difficulty for us is that 
if capitalism is a global system then the problem is why there is not a world ruling class 
but rather one organised in sometimes co-operating, sometimes warring factions through 
competing states. 4 A less political approach encounters the same difficulty. In the 1970s 

and 1980s, the `state derivation school' offered an analysis of why capitalism needed the 
state in terms which bore some loose resemblances to the Hayek argument. 5 For these 
Marxist writers capitalism is system of generalised commodity production but 

3 Both Mill and List imply that nation precedes state and in some sense determines it. This is what is 
known as an primordialist view of the nation. We do not have space to discuss this view here. The 
analysis that follows is based on the 'modernist' idea that nation and state in Western Europe develop 
from the same structural process and that, in many parts of the world, state precedes nation. These ideas 
are discussed by me in related papers not presented here. These contain fuller references to this debate 
M. Haynes, 'Istorikut i ideyata za natsiyata (The historian and the idea of the nation)', Istoricheskii pregled 
(Bulgaria), no. 5-6,1998, pp. 204-217 available in English as M. Haynes, The Historian and the Idea of 
the Nation, University of Wolverhampton, Russian and East European Centre, Discussion Paper no. 6, 
January 2000; M. Haynes, 'Setting the Limits to Europe as an Imagined Community'. in M. Cole & G. Dale 
eds., Migration in the European Union, Oxford: Berg, 1999, pp. 17-42; M. Haynes, 'History as a 
Commodity: Simon Schama and The History of Britain', forthcoming in Socialist History 2006. 

4 One tradition in international relations now seeks to address this by arguing that globalisation is 
producing a transnational ruling class on the basis of the development of economic, social 
and political links which not only connect states and the ruling groups within them but embryonically 
transcend national forms. R. Cox, Production, Power and World Order: Social Forces in the Making of 
History, New York: Columbia University Press, 1987; K. Van der Pijl, The Making of an Atlantic Ruling 
Class, London: Verso, 1984; Transnational Classes and International Relations, London: Routledge 
1998; S. Gill, Gramsci, Historical Materialism and International Relations, Cambridge: Cambridge 
University Press, 1993; Globalization, Democratization and Multilateralism, Basingstoke: Macmillan, 
1997. Power and Resistance in the New World Order, London: Palgrave Macmillan, 2002; L. Sklair,, The 
Transnational Capitalist Class, Oxford: Blackwell, 2001. 

s J. Holloway, & S. Picciotto (eds), State and Capital: A Marxist Debate, London: Edward Arnold, 1978; 
S. Clarke, The State Debate, London: Macmillan, 1991 
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commodity producers could not themselves secure the conditions for the system's 
continued reproduction. They needed an `outside' force to create laws, currencies, 
regulations, enforce contacts etc as well as provide the necessary elements of successful 
capitalist development such as education and welfare which are in the collective interests 
of capital `a whole'. This line of thought produced many important insights but again it 
left unanswered the question of why many states rather than one global state? 

The reluctance to admit the extent to which the state plays an active role in the 
development of capitalism as part of its normal functioning derives from a traditional 
view, on left and right alike, that the state is somehow a force that can negate capitalism - 
it is necessary to create the structure within which capitalism develops but it cannot 
become capital itself as `state capital', except at the margins. A glance at table 2.2 should 
show the intrinsic difficulties of this position. Yet it is an assumption which most 
accounts take as read. To explain the role of the state and the inter-state system, writers 
are then often driven to argue that there are two interacting but essentially interdependent 
systems -a global capitalist system and a global inter-state system. This solution can be 
found in the works of many writers on the right and the left alike. It has the great 
advantage of allowing the conventional wisdom - that the essence of capitalism is 
privatised commodity production, markets and so on - to be left intact. Historically, it 
usually allows commentators to argue that the autonomous development of the inter-state 
system preceded the development of capitalism (and in some accounts helps give rise to 
it). 6 It also allows the possibility that were capitalism to disappear, the inter-state system 
might transcend it and continue to function beyond it. Economically and politically it 
allows both Marxist and non Marxist versions of the idea that capitalism can be 
threatened by too great an expansion of the role of the state and that societies 
characterised by the highest levels of state activity (e. g. Russia in the twentieth century) 
thereby cease to be capitalist. 

I would argue that these arguments perpetuate a series of debilitating confusions. The 
first is what we might call the logical-historical problem. If the inter-state system 
logically precedes capitalism then some independent explanation must be offered for its 
existence, separate from the development of capitalism. This, then, creates a historical 
problem. It makes the development of the inter-state system appear too early in history 
and misreads the pattern of development in mediaeval Europe. In contrast I would argue 
that capitalism emerges logically and historically as an inter-state system in which each 
element depends on the other. 7 

Secondly, it forces us to counterpose state and capital in an unhelpful way. If the inter- 
state system is an internal part of capitalism as a mode of production then the expansion 

See, for example, C. Tilly, `Reflections on the history of European state-making' in C. Tilly eds., The 
Formation of Nation States in Western Europe, Princeton, NJ: Princeton University Press, 1975; C. Tilly, 
Coercion, Capital and European States, AD 990-1990, Cambridge: MA: Basil Blackwell, 1992; M. Mann, 
The Sources of Social Power, Volume 1: A History of Power from the Beginning to 1760 A. D., 
Cambridge: Cambridge University Press, 1986 and The Sources of Social Power, Volume 11: The Rise of 
Classes and Nation- States, 1760-1914, Ca, mbridge: Cambridge University Press, 1993. 
C. Barker, ̀ Industrialism, capitalism, value, force and states, some theoretical reflections, ' unpublished 
manuscript, 1998; C. Harman, A People's History of the World, London: Bookmarks, 1999. 
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of the role of the state does not necessarily threaten the integrity of the system as a whole. 
It then becomes possible to anal se a whole series of state actions and forms as 
expressions of state capitalism. 

Thirdly, this helps to point to the need to see capitalist competition as having a series of 
forms of which market competition is but one expression. This capitalist competition can 
also extend to political and military competition. Inter-state conflict and war is, therefore, 
not only a necessary part of capitalism but it is an integral way of restructuring and re- 
reordering the system. 

Fourthly, recognising this allows us to treat the state as an actor in its own right. This has 
been the central insight of the realist analysis of the inter-state system. States are actors 
and they act in terms of power. It is true that realists do not explain this so much as take it 
for granted and this is their weakness. But Marxist theories which seek to solve this 
problem by dissolving the state end up by missing the crucial point that the realists 
`celebrate'. This produces, I would argue, not only a misreading of past and present but 
also future in terms of the possibility of what Hardt and Negri call `a stateless sovereignty 
which is everywhere and nowhere. 9 My argument is that states continue to be, in 
Skocpol's words, the `actual organisations controlling (or attempting to control) 
territories and people. ' 10 The state can have a degree of autonomy from the political 
forces within its borders but it cannot have an autonomy which allows it to transcend 
capitalism. The capitalist system is bigger than any state within it and the mutual 
interaction of states help to constitute it . 

These ideas, in no sense peculiar to the author, have formed part of the structure within 
which the ideas of the portfolio papers have been developed. In 1985, I set them out 
through an analysis of the work of the early twentieth century Russian Marxist Nikolai 
Bukharin. He had argued that capitalism existed as a world economy of competing states 
and capitals, each of which were necessary to each other. Bukharin saw capitalism as a 
world economy torn between pressures to globalisation and nationalisation. The balance 
could change but neither of the two dynamics could be emancipated from each other. In 
the next two decades the discussion of the state has developed but these arguments 
remain controversial. More recently, however, they have been the subject to some 
important work parallel to the arguments of this portfolio which it is worth noticing here. 
Gareth Dale has prefaced his analysis of the development of the rise and fall of the East 
German economy with an analysis of the geopolitics of capitalism and the constitution of 
the capital-state relationship. " Emma Bircham draws in part on some of the ideas set out 
by the author in previous papers to develop a critique of conventional approaches to the 
inter-state system in international relations as a whole and what is known as international 

a M. Haynes, 'Capitalism in Marx's time and ours', International Socialism, no. 19, Spring 1983, pp. 49- 
84; C. Barker, 'The state as capital, ' International Socialism, series 2, no. 1,1978, pp. 16-42; C. Harman, 
'State and capitalism today', International Socialism, series 2, no. 51, pp. 3-54. 

9 M. Hardt M. & A. Negri, Empire, Cambridge MA: Harvard University Press, 2000, passim. 10 T. Skocpol, States and Social Revolution. A Comparative Analysis of France, Russia and China, 
Cambridge: Cambridge University Press, 1979, p. 31. 
G. Dale, Between State Capitalism and Globalisation. The Collapse of the East German Economy, 
Berlin: Peter Lang, 2004, pp. 21-38. 
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political economy in particular. '2 Bircham also attempts to create the basis for a more 
constructive account in terms of some of the arguments we have just set out. The third is 

a more developed attempt to show how such an analysis can explain the development of 
international law. This can be found in China Mir ville's book Between Equal Rights. 
Here he argues that international law exists at the intersection of generalised commodity 
production on a world scale and inter state relations. 13 He therefore tries to situate the 
emergence of both of these elements and to show how they affected the development of 
international law and also set limits to it. The analysis that follows can therefore be seen 
as a further development of these arguments, applied in this instance to the development 

of Russia in the past century. 

1.2 States, Capital and Backwardness 

The second context of the papers presented here is set by the historical development of 
national inequalities in the world economy. These have created contrasting patterns of 
development and backwardness both between states and within them. This is a pattern, 
which, following Trotsky, is often referred to as one of uneven and combined 
development. 14 

The immediate origin of these inequalities lies in the development of the industrial 

revolution in North-Western Europe and especially the United Kingdom at the end of the 

eighteenth century. 15 How big was the gap at this time? The first attempts to create 
rough estimates of output per head suggested that by the mid eighteenth century western 
Europe in general, and the United Kingdom in particular, might have had per capita 
incomes several times those of the world's poor countries in the 1950s. These 

calculations foundered because they used conventional exchange rates. Bairoch's 

pioneering attempt to calculate historical incomes per head using purchasing power 
parities suggested a range of only 2: 1.16 Maddison subsequently refined another set of 
calculations. He used these to suggest a bigger gap than Bairoch, though one smaller than 
the pre Bairoch estimates and in fact closer to the Bairoch range. However Shahid Alam 

12 Emma Bircham, The International Political Economy of Actually Existing Capitalism: Rethinking 
Globalisation and the Retreat of the State, Ph. D Thesis (International Relations) LSE 2005 

13 China Midville, Between Equal Rights. A Marxist Theory of International Law, Leiden & Boston, Brill, 
2005 

14 Trotsky's ideas about uneven and combined development evolved over time. They are at the core of his 
History of the Russian Revolution, London: Sphere, 1967. 

's Inequalities born of industrialisation were predated by inequalities resulting from the prior development 
of capitalism in Western Europe. Debate exists as to why capitalist development first occurred in 
Western Europe and how different Western Europe was both quantitatively and qualitatively prior to 
1750. Although these questions are not the focus of the work presented here they have been touched on 
in my earlier essays. See, for example, M. Haynes, 'Columbus, the Americas and the Rise of Capitalism', 
International Socialism, no. 57, Winter 1992, pp. 55-100. 

16 Comparing output per head on the basis of exchange rates is misleading because exchange rates are 
determined ultimately by goods exchanging internationally. Most goods and services do not enter the 
international economy. Purchasing power parity rates attempt to capture non tradables better. Exchange 
rate calculations will undervalue output in poorer countries and therefore over-estimate the GDP gaps. 
purchasing power parity rates can raise poor country incomes by up to 3-5 times by more appropriately 
valuing their total output. 
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has shown that Maddison's data, except if extremes are chosen, does suggest normal pre- 
industrial gaps within Bairoch's 2: 1 range and that gaps within this range are consistent 
with complementary data on real wage levels, agricultural productivity, manufacturing 
output per head, urbanisation levels and anthropometric data. This is consistent with my 
own view. Significant qualitative differences began to emerge in Western Europe from 
the sixteenth century as capitalism began to develop but took time to manifest themselves 
in quantitative terms. '? 

It is obvious that if one part of the world begins to develop and the rest does not then any 
existing quantitative and qualitative gap will be increased. An optimistic interpretation of 
development is that such a gap would be a temporary one. Sooner or later development 
will spread and other states will begin autonomous development. If the growth rates of 
these later starters were to be faster than those of the early movers then this would allow 
for general development across the globe and a converging pattern. There would be an 
eventual diminution in inequality and perhaps even, most optimistically, generalised 
equality in levels of development and income. The idea that development creates a 
temporary increase in inequality and then leads eventually to a decrease, has been found 
in discussions of income and wealth inequality within countries; regional inequalities, 
and inequalities between countries on a global scale. This view, initially formulated by 
Simon Kuznets, predicts aU shaped curve between the possible indicator of inequality 

and development in time as is indicated in figure 1.18 

Were this pattern to exist we should see clear evidence of an international `catch-up' 

effect and those countries succeeding in catching up might form `convergence clusters'. 
Some evidence for this exists for some states and for some periods. However if we 
consider the problem on a global scale the picture is quite different. For most states and 
most of humanity the picture is one of what Lant Pritchett called `divergence - big time', 
`the overwhelming feature of modern economic history is a massive divergence in per 
capita incomes between rich and poor countries, a gap which is continuing to grow '. 19 
This gap can be measured not only by comparing levels of output per head in the richest 
and poorest states but conventional measures of dispersion. 

17 See P. Bairoch, 'Europe's Gross National Product, 1800-1975, ' Journal of European Economic History, 
vol. 5 no. 2,1976 Fall, pp. 273-340.; A. Maddison, 'A comparison of levels of GDP per capita in 
developed and developing countries, 1780-1980, ' Journal of Economic History, vol. 43 no. 1, March 

, 
1983, pp. 27-41; P. Bairoch, 'How and why not? Economic inequalities between 1800 and 1913: some 
background figures, ' in J. Batou ed., Between Development and Underdevelopment: The Precocious 
Attempts at Industrialisation of the Periphery, 1800-1870, Geneva: Librarie Droz, 1991; M. Shahid 
Alam, Poverty from the Wealth of Nations. Integration and Polarization in the global Economy Since 
1760, Basinstoke: Macmillan, 2000, pp. 24-35. 

18 See J. L. Van Zanden, 'Tracing the Beginning of the Kuznets Curve: Western Europe during the Early 
Modern Period', The Economic History Review, 48 (4), 1995, pp. 643-664. 

19 L. Pritchett, 'Forget convergence: divergence past, present and future, ' Finance and Development, June 
1996, pp. 40-43; L. Prichett, 'Divergence big time', Journal of Economic Perspectives, vol. 11,1997, pp. 
3-17. Pritchett's work grew initially from preparatory work for the World Bank's 1995 World 
Development Report. Robert Wade offers an elegant brief review of the evidence of global inequality 
and the various methods by which it can be calculated in R. Wade, 'Winners and Losers', Economist, 26 
April 2001. 

15 



Inequality 

Income per capita 

Figure 2.1 The Kuznets Curve of Inequality 

Table 2.3 Ratio of Richest to Poorest Fifth of States 

1820 3 
1870 7 
1913 11 
1960 30 
1990 60 
1997 74 

Source: Human Development Report 1999. Globalisation with A Human Face, New York 
United Nations, 1999 
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One problem, therefore, is to understand why there is an apparent long run tendency for 

global capitalist development to produce widening national extremes of wealth and 
poverty. But what of movement within the extremes? At the start of the twentieth century 
development and industrialisation were clearly underway in Europe, North America, 
Australasia and Japan but there was little evidence of it beyond these areas and it 

appeared to stay this way until the second half of the twentieth century, As Sidney 
Pollard put it, 

There was then for a considerable time no newcomers to the industrial scene. 
With the doubtful exception of Manchuria, China, India and probably Argentina 

and Brazil, the countries in which industrialisation had not taken root before 
1900, showed no development in that direction in the following decades either, 
until the end of the Second World War. It was as if the world industrialisation 

process had run out of steam, or alternatively, as if the countries that remained 
backward after 1900 lacked too many conditions to make the jump over the ever 
higher threshold. 20 

However since 1950, within this pattern of divergence at the extremes, there is evidence 
of catch up by some significant convergence clusters in different parts of the world. The 

question is how extensive these were, how and why they have developed and to what 
extent their successes are generalisable? 21 These are questions that we will take up later 

when we come to evaluate the relative success of the Soviet model of development before 
its collapse. 

Having identified the issue of relative backwardness we now have to consider how it 

should be understood and the role of the state. In 1960 Walt Rostow published his essay 
on The Stages of Economic Growth. Rostow pictured national growth as an autonomous 
process. All countries would pass through similar stages before arriving at American 

style opulence. It was possible to assist this process but essentially, once underway, 
growth was `self-sustaining'. What is of interest to us here is not the detailed debate that 
Rostow's work stimulated but the way its underlying assumptions characterised and 
continue to characterise a whole strand of thinking about the problem of backwardness 

and development. In particular he assumed that the world economy provides a benevolent 

environment for development to occur; that countries which had yet to develop were not 
dissimilar to the countries of Western Europe before their development began; that 
development, when it occurs, involves countries following a similar pattern to a similar 
destination. Here his argument is almost a caricature of the comment that Marx made in 
Capital, `The country that is most developed industrially only shows, to the less 
developed, the image of its own future. ' 22 The long history of economic divergence 
before Rostow wrote his book should perhaps have cautioned him about the problematic 

20 S. Pollard, Typology of Industrialisation Processes in the Nineteenth Century, London: Harwood 
Academic Publishers, 1990, pp. 87-88. 

21 It is worth noting, however, that Prichett could write in 1996 that 'since 1980 only 10 developing 
countries have had growth rates that were more than 1 percentage point higher than the average for high 
income countries' 'Forget convergence ... ' op cit, p. 41. Yet most economic discussion since that time 
has focused on the positive chances of convergence. 

22 K. Marx, Capital, vol. 1, Harmondsworth Middlesex: Penguin, 1976, p. 9. 
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character of development. The uneven pattern since then suggests that these assumptions 
are still in need of challenge. 

Firstly, the world economy is competitive. Conventional neo-classical economic theory 
suggests that all countries gain from free trade and that even in the absence of the 
movement of capital and labour, trade will tend to equalise the rewards of factors of 
production. With the movement of capital and labour the tendency towards factor-price 
equalisation (and, in the longer run, development) should be even stronger. The failure 
for this to occur more widely is then explained by policy choices and barriers to the 
market. 23 Such accounts are naive. They neglect the way in which the world economy is 
structured not simply by market competition but competition in which the market is 
necessarily conditioned by unequal economic and political power. These competitive 
inequalities mean that the global system reproduces both economic and social inequalities 
and also major conflicts - not least military competition and war. 24 

Secondly, countries which have had problems with development are not echoes of 
Western European countries before their industrialisation. The global inequalities which 
exist are reproduced internally within states in terms of what appear (compared to 
western Europe) to be `distorted patterns of development'. Underdevelopment is not a 
virgin state but a state that has developed as a result of interaction with the global 
economy and more advanced states. For example, the superior productivity of the 
Western European states enabled their industrial products to out-compete the craft 
industries that existed in many parts of the world leading to a significant degree of de- 
industrialisation. The new development that occurred alongside this led to a `mottled 
pattern' of development where advanced sectors grew up alongside and in relation to 
backward sectors whose own situation reflected the interaction of survivals from the past 
with the consequences of global integration. 25 

23 Two generations after Rostow this is essentially the same argument offered by an orthodox economist 
like Pritchett. Although he recognises the difficulty of convergence growth he insists that 'the future will 
be determined by policy actions and there is no iron law that dictates divergence' 'Forget convergence .. ' 
op cit., p. 42. Growth, for economists like Pritchett, is a product of 'deep' integration with the global 
system and market friendly external policies. Pritchett recognises that such policy choices are not easy. 
In the past 'the likelihood of having good policy choices was lower the poorer a country might be 

... ' 
but 'if a country's initial income is low and its government pursues growth oriented policies, then very 
rapid growth may be possible' ibid, p. 42 (my italics). 

24 Writing before the First World War, the economist Stanley Jevons set out the link between markets and 
British military power in this way, 'It is mainly our system of Free Trade which gives our country the 
greatest commerce per head of population of any country of the world, and this enables and requires us 
to maintain the largest merchant fleet and navy. ' Quoted H. S. Gerald Jordan, 'Pensions not 
Dreadnoughts: the Radicals and naval retrenchment' in A. J. A. Morris ed., Edwardian Radicalism 1900- 
1914. Some Aspects of British Radicalism, London: Routledge, 1974, pp. 162-179. A century on this idea 
was echoed by Thomas Friedman in his celebration of the way that globalisation is bound up with US 
military power, 'the hidden hand of the market will never work without the hidden fist. Macdonald's 
cannot flourish without McDonnell Douglas. And the hidden fist that keeps the world safe for Silicon 
Valley technologies to flourish is called the US Army, Air Force, Navy and Marine Corps. ' T. Friedman, 
The Lexus and the Olive Tree, London: Harper Collins, 1999, p. 464.. 

25 The term 'mottled' is used by David Landes in his The Unbound Prometheus, Technological Change and 
Industrial Development in Western Europe from 1750 to the Present, Cambridge, Cambridge University 
Press, 1969. 
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Thirdly, it follows, that there is no single development pattern. 26 This argument was put 
elegantly by Alexander Gerschenkron whose work, for all the criticisms raised of it, still 
continues to be an inspiration for those wanting to think of development historically. 27 
Whereas the first two problems were mostly focused on by serious critics of conventional 
theoretical approaches, Gerschenkron's work was seen as much more mainstream 
although it created uncomfortable problems for all commentators. Gerschenkron went 
significantly beyond conventional approaches by trying to systematise what we might 
call a political economy of growth. He recognised that in the world economy economic 
and political competition intertwined. Countries which failed to develop were not only 
threatened economically by their more advanced competitors, they were also threatened 
politically and militarily. This was most obvious in the Third World and was expressed in 
the sharpest form in the colonisation of the weak by the strong. But it was no less evident 
in Europe where states like Germany, Austro-Hungary, Tsarist Russia and the Ottoman 
Empire were threatened with the loss of great power status if they did not develop 
economically. Gerschenkron thought about this relationship in terms of challenge and 
response. Later developing states had to industrialise in the `spaces' left by the early 
starters - they had to find their way in a different and sharper competitive environment. 
These later developers would often lack elements that characterised the early developing 

states. If they were to be successful they had to find substitutes for these missing 
elements. Development, because of the pressures and penalties of backwardness, would 
come to have a more forced character and, if the market failed to find the substitutes, the 
state as development agent would have to step in. 28 

26 Kenny and Williams in an important 'insider critique' argue that the growth models which have 
informed conventional approaches since the 1960s have failed because they are characterised by 
ontological and epistemological universalism. This is a rather complex way of saying that growth 
models: 

1. Assume that all economies are susceptible to the same kind of analysis. 
2. Systems can be reduced to discrete variables 
3. Interactions between variables function similarly across the range of cases examined (i. e. time 

and place) 
4. Interactions can be modelled 
5. Accurate and comparable data can be used to make the data operational through cross country 

regressions 
6. This will lead to 'silver bullet' to create growth or a combination of 'silver bullets'. 

They suggest that 'in a more explicit way than earlier theories, the "Washington Consensus" was 
underpinned by a belief that all economies are similar and they will respond in a similar manner to the 
same policy change' C. Kenny & D. Williams, 'What do we know about economic growth? Or, why don't 
we know very much? ', World Development, vol. 29 no. 1,2000, p. 4. 

27 A. Gerschenkron, Economic Backwardness in Historical Perspective, Cambridge Mass., Harvard 
University Press, 1962; Continuity in History and Other Essays, Cambridge Mass.: Belnap Press, 1968. 

28 Gerschenkron was no radical critic of the world economy. He was led to predict a structured variation 
with increasing scope for state development but he 'saved' his argument for the 'market' by arguing that 
this differentiation was temporary - as states developed so their development pattern, once underway 
would begin to converge back. Most famously he suggested that in a state like Germany, characterised 
by moderate backwardness relative to Britain, the banks would play a key substituting role compared to 
private enterprise in the mobilisation of capital. In Russia the state would have to perform the 
function that neither private businessmen nor the banks could play. However on the eve of 1914 
development in Russia was beginning to be more successful and the state was beginning to step back 
allowing more scope for the initiative of the banks and eventually the native business class. 
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This argument (elements of which, unattributed, echoed those set out by Trotsky many 
years before) offers us a key insight. But in Gerschenkron's formulation there are still 
serious problems. He never attempted a theorised or even conceptualised analysis of the 
nature of relations in the world economy. His sensitivity to the interaction of economic 
and political competition was exactly that -a sensitivity to a factor rather than a serious 
unravelling of the nature of the factor. He hesitated to indicate how far his analysis was 
supposed to extend geographically. His own writing was on Europe. Attempts were made 
to apply his ideas outside it - most notably to Japan but he, himself, never clearly 
articulated a sense of the role of his argument in a wider global context. Gerschenkron's 
argument was also essentially optimistic. If substitutes were necessary then it appeared 
that they would be found. However, later he wrote on Austria, as `an economic spurt that 
failed' and this seemed to allow that substitutes might not be forthcoming. 29 The most 
important weakness here was his failure to get to grips theoretically and in a systematic 
empirical manner with the constraints that might limit the capacity of the state to lead 
development. Even if the state did generate the momentum to lead development there 
remained the question of whether this could be sustained and at what cost? The portfolio 
papers and the rest of the introduction try to build on these arguments and locate and 
explain the development of Russia with their aid. 

29 See A. Gerschenkron, An Economic Spurt that Failed: Four Lectures in Austrian History, Princeton 
N. J.: Princeton University Press, 1977. Gerschenkron had earlier analysed the case of Bulgaria in terms 
of a development failure. See A. Gerschenkron, Economic Backwardness in Historical Perspective, 
Cambridge Mass., Harvard University Press, 1962 
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3. Nineteenth Century Growth and the Position of Russia 

'The Lord God has given us vast forests, immense fields, wide horizons; surely we 
ought to be giants living in a country like this, ' Anton Chekhov, The Cherry 
Orchard, 1904. 

For many commentators, the nineteenth century remains the classical period of capitalist 
development. Economic growth took off in the core countries. The barriers between 
countries, especially after 1860, were systematically reduced, creating something of a 
`golden age' in the international economy. Levels of economic integration were higher on 
some measures than those which existed at the start of the twentieth first century. Keynes 
captured this in the lyrical passage at the start of his The Economic Consequences of Me 
Peace, written after the shock of 1914-1918.1 There were major revolutions in transport 
and communications which dramatically decreased the cost of the movement of goods, 
people and capital. This caused a huge rise in international trade as a share of production; 
foreign investment as a share of capital accumulation; and international migration. The 
trade shares were only surpassed (and then not for all countries) towards the end of the 
twentieth century and the levels of labour mobility and capital investment of that time 
have still to be regained. 2 The global economy also achieved levels of price integration in 
many commodity markets in excess of those existing today. 

Because of this it has become important for economists and historians who argue for the 
unmitigated benefits of the market, to show that there is evidence of convergence growth 
in the nineteenth century data. As Branko Milanovic, a critic of many aspects of the 
globalisation debate despite working for the World Bank, writes, `the period 1870-1913, 
the heyday of imperialism and colonialism, is made to appear as the period of universal 

'What an extraordinary episode in the economic progress of man that age was which came to an end in 
August 1914! ... The inhabitant of London could order by telephone, sipping his morning tea in bed, the 
various products of the whole earth, in such quantity as he might see fit, and reasonably expect their early 
delivery upon his doorstep; he could at the same moment and by the same means adventure his wealth in 
the natural resources and new enterprises of any quarter of the world, and share, without exertion or even 
trouble, in their prospective fruits and advantages; or he could decide to couple the security of his 
fortunes with the good faith of the townspeople of any substantial municipality in any continent that 
fancy or information might recommend. He could secure forthwith, if he wished it, cheap and 
comfortable means of transit to any country or climate without passport or other formality, could 
despatch his servant to the neighbouring office of a bank for such supply of the precious metals as might 
seem convenient, and could then proceed abroad to foreign quarters, without knowledge of their religion, 
language, or customs, bearing coined wealth upon his person, and would consider himself greatly 
aggrieved and much surprised at the least interference. But, most important of all, he regarded this state 
of affairs as normal, certain, and permanent, except in the direction of further improvement, and any 
deviation from it as aberrant, scandalous, and avoidable ... the internationalisation of [economic and 
social life] ... was nearly complete in practice. J. M. Keynes, The Economic Consequences of the Peace, 
(1919) Collected Works, London: Macmillan, 1971, p. 6. 

2 G. Thompson & P. Hirst, Globalization in Question, London: Polity Press, 1996; K. H. O'Rourke & 
J. G. Williamson, Globalization and History. The Evolution of the Nineteenth Century Atlantic Economy, 
Cambridge Mass.: MIT Press, 1999; S. Fischer, 'Globalization and its challenges', American Economic 
Review, vol. 93 no. 2, May 2003, pp. 1-30. 
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Table 3.1. 
Merchandise exports as a percentage of GDP, 1870-1992 

(Three years average except for 1950) 

Western 
developed 
countries 

United 
States 

Western 
Europe 

Japan 

1870 5.4 13.6 
1890 11.7 6.7 14.9 5.1 
1913 12.9 6.4 18.3 12.5 
1929 9.8 5.0 14.5 13.6 
1938 6.2 3.7 7.1 13.0 
1950 7.8 3.8 13.4 6.8 
1970 10.2 4.0 17.4 9.7 
1992 14.3 7.5 21.7 8.8 

Source: P. Bairoch and R. Kozul-Wright, 'Globalization myths: some historical 
reflections on integration, industrialisation and growth in the world economy', 
UNCTAD Discussion Paper, 1996, no. 113, p. 6 

Figure 3.1. The three components of growth in the world economy 

Component 1 
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growth and catch-up for poor countries'. 3 Some, therefore, claim to find evidence for the 
success of a converging global economy in figures of output per head, productivity 
levels, and wage convergence for a greater or smaller number of countries. 4 

To help make sense of this global expansion of capitalism the portfolio paper by Haynes 
and Husan, `Whether by visible or invisible hand: the intractable problem of Russian 
and East European Catch-Up' Competition and Change, vol. 6 no. 3,2002, pp. 269- 
287 makes a simple but neglected distinction in the components of growth. The paper 
suggests that growth in the world economy can be divided into the three different types 
set out in figure 3.1. 

Component 1, the process of backward expansion, refers to the way in which non 
capitalist economies were pulled into globalising capitalism as the world economy 
expanded from its Atlantic core to encompass the world by 1914. This process was 
structured by inequality and the deployment of state power. As Milanovic puts it, 
`globalisation has two faces: the benign one based on voluntary exchanges and free 
circulation of people, capital goods and ideas; and the other based on coercion and brute 
force ... ' 

S We do not have space here for a detailed discussion of the specifics of the 
backward penetration of capitalism nor the debates that this has given rise to, although 
these have in part been influenced by, and influenced, the discussion of Russia in the 
twentieth century as I point out in the portfolio paper `The political economy of the 
Russian question'. 6 It will suffice to say that the state and coercion was central to 
expansion. 7 Huge areas of the world were integrated into global capitalism through 

3 B. Milanovic, 'The two faces of globalization: against globalization as we know it', World Development, 
vol. 31 no. 4,2003, p. 668. 

° See, for example, J. G. Williamson, 'Globalization; convergence, and history', Journal of Economic 
History, 1996, vol. 56, pp. 277-306; A. M. Taylor, 'Sources of convergence in the late nineteenth century', 
European Economic Review, 1999, vol. 43, pp. 1621-1645; K. H. O'Rourke & J. G. Williamson, 
Globalization and History. The Evolution of the Nineteenth Century Atlantic Economy, Cambridge 
Mass.; MIT Press, 1999. 

s He continues, 'colonialism, pillage and slavery were no less part of globalisation than the voluntary 
movement of Irish peasants to the United States, or the voluntary transfer of British funds to Argentina'. 
Milanovic's attack on the blindness of many writers to the real history of the global expansion of 
capitalism still perhaps grants too much here to 'voluntary exchange' because, for example, there were 
some significant elements of coercion behind say the movement of Irish peasants in the nineteenth 
century. B. Milanovic, op cit., p. 670. 

6 M. Haynes, The political economy of the Russian Question after the fall', Historical Materialism : 
Research in Critical Marxist Theory, vol. 10 no. 4,2002, pp. 317-362. 
Milanovic suggests that in much writing there is 'a systematic ignorance of the double sided nature of 
globalisation, that is systematic ignorance of its malignant side', Milanovic, op cit., p. 668 The reason for 
this is that capitalism has to be made to appear both natural and beneficent. This parallels the tendency in 
the historiography of the advanced countries to downplay elements of coercion in the primary 
accumulation of capital. One expression of this in the UK is the elimination of the more obvious negative 
sides of British colonial rule. At the start of the new century Niall Ferguson presented the British empire 
as largely benign agent of globalisation and attempted a similar trick with the US overseas role. Old 
fashioned liberal historiography has a much more ambiguous view of empire as I have tried to show 
in a more recent piece. M. Haynes, 'History as a Commodity: Simon Schama and The History of 
Britain' forthcoming in Socialist History. If some recent writing has been built on forgetting another part 
has provided a more systematic treatment of the high costs of the 'malignant side' of nineteenth century 
imperial globalisation. Adam Hochschild, King Leopold's Ghost: a Story of Greed, Terror and Heroism 
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colonialism. One well known measure of this, set out in table 3.2 is the share of the 
world's land surface that at one time or another was part of the formal empire of one or 
other European power. 

Within these colonial empires, state actions secured a degree of internal change to allow 
some integration to occur with the metropolis. Imperial states established more or less 
free trade relations between the imperial centre and the colony (and sometimes beyond) 

as well as ensuring transport and communication links. 8 Beyond formal empires lay 
informal empires where again coercion was part of development. Gunboat diplomacy and 
unequal treaties, constraints on tariffs etc were commonplace. The Opium Wars with 
China remain the most grotesque examples of this but less violent forms of pressure were 
also endemic. 

Component 2 of the process illustrated in figure 3.1. and the portfolio paper is the 
movement of the frontier of capitalist development. This refers to the more familiar 

process of the development of the most advanced economies. In the nineteenth century 
this is represented by the development of the British economy and later the USA. Since 
the outlines of this are well known I will not discuss this here, save to note that a 
continuing concern with `western' development is reflected in part of my other work not 
presented here. 9 

This brings us to the third component of figure 3.1. - the fall back, or catch up, of states 
already part of the global economy. Britain's early nineteenth century lead over its 
immediate competitors grew as it became the `workshop of the world'. However, in 

relative terms it remained small. With the exception of the USA across the Atlantic, the 
follower Western European states were unable to eliminate the gap in output per head. 1° 

in Colonial Africa, Boston: Houghton Mifflin, 1998; for Britain's role see Mike Davis's Late Victorian 
Holocausts: El Nino famines and the Making of the Modern Third World, London Verso, 2001. 

8 In the middle of the nineteenth century the shift towards free trade was reflected in colonial policy too. 
'By 1870 the era of mercantilism seemed over, ' wrote Fieldhouse, ' in that no imperial power then 
obtained economic advantages from its dependencies that were not available to the world'. However this 
'period of colonial free trade was short lived. ' Britain retained a free trade empire until 1932 although 
self-governing colonies were allowed to adopt tariffs (giving preference to British goods). In 1892, 
France adopted a strongly protectionist tariff and extended this to its colonies. Portugal, Spain, Italy 

either incorporated their colonies into metropolitan tariffs or adopted preferential tariffs. The US also 
incorporated its new dependencies into its metropolitan tariff. D. Fieldhouse, 'Colonialism: economic 
aspects' International Encyclopaedia of the Social Sciences, 1968, vol. 3, p. 10 

9 One paper which brings together my discussion of the interaction between western and eastern Europe in 
the nineteenth century is directly relevant to this portfolio. Unfortunately it appeared in Bulgarian and its 
inclusion in translation would stretch the time frame of the portfolio papers. See M. Haynes, 'Modeli na 
promyana v Evropa prex XIX v. ' (Models of change in Europe During the Nineteenth Century) in 
M. Yovevska ed., Golyamata promyana. Problemi i postizheneniya na modernizatsiyata v Evropa prez 
XIX v., Veliko Turnovo, (Bulgaria) 1999, pp. 116-143. 

10 Britain's early industrialisation led to a significant quantitative gap with its near Western European 
neighbours in output per head and a significant qualitative gap in terms of levels of industrialisation, 
mechanisation and urbanisation. This gap peaked in the third quarter of the nineteenth century. Some 
evidence of catch-up then began to appear. The precise extent of this before 1914 remains disputed. The 
United States had long overtaken the UK by 1914. US productivity per man hour was perhaps equal to 
the UK level in 1890 but 25% ahead by 1913. The US share of global industrial production rose from 
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However, the less contradictory spread of industrialisation that they experienced allowed 
for the gap to be contained and significant industrial development of their own as is 
evident in table 3.3. 

In his review of the evidence for convergence before 1914, Milanovic points out that, 
while some states did succeed in moving forward absolutely and relatively, the evidence 
for generalized convergence is weak. If we take the period 1800-1914 there is no 
evidence at all. If we take the narrower period 1870-1914 then much depends on the data 

set used and its composition. In several related papers with Dr. Husan, I have focused 

more narrowly on the experience of Central and Eastern and South Eastern Europe in 

order to situate historically what later became the Soviet bloc. The paper `Whether by 

visible or invisible hand' shows that the evidence for this group of states is ambiguous. " 

The experience of the Austro-Hungarian Empire was positive although uneven. The data 
for Russia and South-Eastern Europe, including the Ottoman Empire, point in a less 

optimistic direction. Although there were some growth spurts they were not sufficient to 
allow us to detect signs of generalised convergence in this group of states. If 
backwardness in `Eastern Europe' had even deeper historical roots, the comparative scale 
of the problem really became apparent in the second half of the nineteenth century. 

The relatively rapid growth of productivity in the core western European states, along 
with falling transport and communication costs, created the potential for a flood of cheap 
imports which could destroy the basis of artisan production (what Marx called cheap 
commodities battering down `Chinese walls') and make the establishment of competitive 
factory industries difficult. 12 Many of the economically more backward countries 
integrated into the world economy in the nineteenth century therefore experienced this as 

23% in 1870 to 32.2% in 1913. But because the US had yet to turn its economic muscle into global 
political power the full force of its economic lead was not fully apparent to contemporaries. The US 
share of world trade was less than Britain's, at 14% in 1913, and it was still a net recipient of foreign 
investment. US capitalists had invested $3.5 billion abroad compared to $7bn invested in the US. 
M. Shahid Alam, Poverty From the Wealth of Nations. Integration and Polarization in the Global 
Economy Since 1760, Basingstoke: Macmillan, 2000, pp. 71-72. The historical difficulty is to know 
how big the gap ever was. It may well be that the 'catch-up' and 'overtaking' that produced the US lead 
by 1914 was less impressive than some have thought because US levels of output per head and, 
especially important, sectoral productivity levels, were already strong compared to the UK. 
There is a complementary review of the late nineteenth century experience of what was to become the 
Soviet bloc after 1945 in M. Haynes & R. Husan, 'Market Failure, State Failure. Institutions and 
Historical Constraints in the East European Transition', Journal of European Area Studies, vol. 10 no. 1, 
May 2002, pp. 105-129 

12 The Western European states had to deal with British competition. Late nineteenth century follower 
states had to deal with competition from a group of more advanced states. Palmerston recognised this 
when he presented the global market as an easier alternative for British business. The rivalship of 
European manufactures is fast excluding our productions from the market of Europe, and we must 
unremittingly endeavour to find in other parts of the world new vents for the products of our industry, 
The world is large enough and the wants of the human race ample enough to afford a demand for all we 
can manufacture: but it is the business of the government to open and secure the roads for the merchant' 
See J. Ridley, Lord Palmerston, London: Constable, 1970. 
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'fahle 3.2 '"Yt of the World's Land Surface Occupied by Europeans as Colonies 

ur fast Colonies 

['± 35 
IK7() 67 
1913 84 

Source: I)TICIdlhousc, Ernnomirs and Empire I S30-1914, London: Weidlrnl'eidl ý 
Nicolson, 1973, p. 3. 

'fahle 3.3 Per Capita Level of Industrialisation as %yc of UK Level 

Till ISM) 186(1 I') I 

UK 100 100 100 100 

Europe 80 50 27 39 
lirl iuin 90 61 45 77 
tiý eilen 70 63 41 76 
German 80 50 23 74 
Switzerland 70 50 23 58 
France 90 56 31 51 
Austr1a-1111111a1- 70 44 17 28 

Italy 80 50 16 23 

ti rein 70 44 17 1 
Russia 60 38 13 17 

USA 40 56 33 109 
Canada - 31 II 40 

Japan 70 44 11 17 

Third World - - 6 2 

('hina 80 38 6 3 
India 70 38 5 2 
Brazil - - 6 6 
Mexico - - 8 6 

World 70 38 11 18 

Source: Author's ctIcul. ºtiOHS from P. Bairoch, 'International industrialisation levels from 
1750 to 1980', Pic Journal cý/'l: 'ºýýcýýýcýcut L'Cono1r1ir h istorv, vol. 11, no. 2.1982, h. 28 I. 
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a process of `de-industrialisation' for their traditional local industries. The fate of the 
Indian handloom weavers is perhaps the best-known example. It is also a contested one. ' a 
Superior European productivity took time to develop and transport costs took time to fall 
so Halper n's judgement on Latin America has wider force. `The inflow of low cost 
goods was a heavy blow to certain local production, particularly agriculture and 
handicrafts, but its effects were felt more gradually and partially than the more 
apocalyptic versions ... would have us believe. ' 14 

The other side of the relationship was the capacity for adjustment-response. This 
depended, in part, on the degree of `discretion' and the degree of `flexibility' available to 
reorder production and establish new forms. The bigger the gap and the more traditional 
the society the harder this adjustment-response was likely to be. The peripheral European 
states were in a significantly weaker position than the core Western European ones but a 
significantly stronger position than states in much of the rest of the world where 
international and internal factors militated against a more positive response. In 1884, for 
example, Gustav Schmoller, in Germany echoed the basic `Listian' theme, 

It was clearly those governments which understood how to put the weight of their 
fleets and their admiralties, the apparatus of customs, laws and navigation laws, 
with rapidity, boldness and clear purpose at the service of the economic interests 
of the nation and the state which obtained their lead in the struggle and the riches 
of industrial prosperity. 15 

Although the world economy between 1870 and 1914 is often made to appear one with 
minimum protection, some states did maintain and develop relatively high levels of 
import duties. Ironically, not the least of these was the USA where the role of the state 
was somewhat different from the mythology of the so-called `Anglo-Saxon' model . 

i6 If 
in Britain the issue of protection split the ruling class before 1914, elsewhere, as 
Hilferding wrote at the time, `tariffs and expansion became the common demand of the 
ruling class'. 17 

The different balance in the development that resulted can be seen in Bairoch's 
calculation of global industrialisation levels which tries to capture production from both 
traditional and modern sectors. Table 3.4 shows the way in which the UK and other 
developed countries moved ahead in the nineteenth century not only by increasing the 

13 As the nineteenth century developed India moved from being a net exporter to a net importer of cotton 
cloth. By the end of the century over 70% of Indian textile consumption was imported. However the 
speed and extent of the decline of village industry is disputed. See P. Robb, `British rule and 
Indian "Improvement"', Economic History Review, vol. xxxiv, no. 4, November 1981, pp. 507-523. 

14 Quoted B. Albert, South America and the World economy from Independence to 1930, London: 
Macmillan, 1983, p. 26 

's Quoted, A. Briggs, ed., The Nineteenth Century. The Contradictions of Progress, London: Thames and 
Hudson, 1970, p. 33. 

16 Ha-Joon Chang & D. Green, The Northern WTO Agenda on Investment: Do as We Say, Not as We Did, 
Geneva: South Centre/Cafod, 2003. 

17 7 'It is not free trade England, but the protectionist countries, Germany and the United States, which 
became the models of capitalist development' wrote Rudolph Hilferding in his Finance Capital: A Study 
of the Latest Phase of Capitalist Development, [1910] English trans., London: Routledge, 1981, p. 304 
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volume of manufacturing production but also changing its form. Table 3.5 shows the 
resulting redistribution of global industrial production between the main countries and the 
rest of the global economy. 18 

Beyond the European and the Atlantic economy, Japan presents an interesting case of the 
interaction of external and internal variables and one which has some important 
resonance, now and later, for the argument being made here. The arrival of Commodore 
Perry's black ships in 1853 led to an attempt to both contain the possible loss of 
sovereignty and to seize more of the opportunities of integration on the basis of the idea 
of 'Fukoku kyohei' , `rich country, strong army'. The Meiji `revolution from above' was 
intended to renovate both the Japanese state and society. 1 

The subsequent role of the state and the speed at which Japan closed the gap with the 
west before 1945 should not be exaggerated. But the pressures on the state and its 
response supports the analysis in the papers that Russian development cannot be treated 
in isolation. Kwon, for example, suggests, only partly ironically, that Japan even made 
the first attempt to produce something like an indicative plan in the form of the 1884 
Recommendations for Economic Development, an embryonic ten-year programme. 20 

Where then does late nineteenth century Russia fit? There has been some discussion of 
the extent to which integration into the global economy created an authentic form of 
capitalism in tsarist Russia. This is a variant of the wider argument about the character of 
social formations in more backward countries. Because capitalism appears as a series of 
differentiated forms it is always possible to define one form as `the norm' and the others 
as somehow `inferior' or `incomplete' or even `non capitalist. ' This risks turning the 
analysis away from capitalism as a dynamic mode of production and into a series of static 
comparisons based on more or less arbitrarily selected classifications. The portfolio 
papers reject this approach in principle. 'The political economy of the Russian Question 
after the fall') drew a critical response from Chattopadhay which did indeed argue that 

18 Because these calculations attempt to incorporate both traditional and modern sectors the resulting ratios 
are different from those many historians have quoted in the past and which some commentators still use. 
These derive from the work of League of Nations statisticians which focused only on the modern sectors 
of world industry. 

19 Paul Kennedy writes that, 
Japan had to be modernised not because individual entrepreneurs wished it, but because the 
"state" needed it ... 

The state encouraged the creation of a railway network, telegraphs, and 
shipping lines, it worked in conjunction with emerging Japanese entrepreneurs to develop heavy 
industry. Iron, steel, and shipbuilding, as well as to modernise textile production. Government 
subsidies were employed to benefit exporters, to encourage shipping, to get a new industry set up. 
Behind all this lay the impressive policy commitment to realise the national slogan fokuku kyohei 
(rich country with strong army). 

P. Kennedy, The Rise and Fall of the Great Powers. Economic Change and Military Conflict from 1500- 
2000, London: Unwin Hyman, 1988, p. 266. 

20 Japanese government investment even exceeded private investment in the period before the First World 
War. In 1884 state investment was 66% of the total and 54% in 1901. J. Kwon, `The East Asian challenge 
to neo-classical orthodoxy', World Development, vol. 22 no. 4,1994 April, p. 643. 
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Table 3.4 
Share of new technology industries in total manufacturing output, 1830-1913 

United 
Kingdom 

Other 
developed 
countries 

Third 
World 

(including 
Japan) 

World 

1830 32-40 6-10 0-1 4-6 
1860 60-70 18-24 0- 1 17-23 
1880 62-74 30-38 1-3 30-38 
1900 68-78 49-57 4- 9 49-56 
1913 72-80 55-65 10-19 54-62 

Source: P. Bairoch, 'International industrialisation levels from 1750 to 1980', The 
Journal of European Economic History, vol. 11, no. 2,1982, p. 288. 

Table 3.5 

Percentage distribution of world manufacturing production 

United 
Kingdom 

United 
States 

Germany France Russia Other 
developed 

Other 

1830 9.5 2.4 3.5 5.2 5.6 13.3 60.5 
1860 19.9 7.2 4.9 7.9 7.8 15.7 36.6 
1913 13.6 32.0 14.8 6.1 8.2 17.8 7.5 

Source: P. Bairoch, `International industrialisation levels from 1750 to 1980', The 
Journal of European Economic History, vol. 11, no. 2,1982, p. 269-333. 
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Russia before 1914 should not be thought of as capitalist. 21 My reply, `Rejoinder to 
Chattopadhay, ' rejects this argument, arguing that the decisive issue is not the variety of 
economic and social forms as `shells' but their content. 22 Understanding capitalist 
development in Russia (or anywhere else in the world) means seeing it as a process of 
uneven and combined development where modem and traditional forms interact in 
structured ways. 

In my own (and also co-authored) papers, I argue that the development of Russia in the 
late nineteenth century shows the beginning of a pattern which, in a more extended form, 

was also reflected in later developments. There is evidence of some internal development 
of more modern capitalist forms as production began to expand and develop within 
Russia. This development became increasingly moulded by the integration of Russia into 
the global economy through trade23, movements of capital, labour and knowledge, a 
process which, as elsewhere, had contradictory consequences. Yet this more 'organic' 
development did not prevent a relative weakening of Russia's great power position as a 
result of the growing interpenetration of economic, political, diplomatic and military 
factors as a measure of global 'weight'. The resulting dilemmas produced a positive state 
response, especially from the 1890s, as increased global competition in all its forms 
imparted a sense of urgency. Under Witte, a greater degree of state action was 
undertaken. 24 However state action was both contradictory and partial. In normal 
circumstances the state was limited in its capacity to rise above society and its social 
contradictions. 25 So, although Russia developed as an economic, political and military 
power significantly ahead of most of the world (see, for example, the data in table 3.5), it 
had to struggle to maintain its position against more advanced states. 26 

21 M. Haynes, The political economy of the Russian Question after the fall', Historical Materialism : 
Research in Critical Marxist Theory, vol. 10 no. 4,2002, pp. 317-362. P. Chattopadhyay, 'The Soviet 
Question Revisited: a reply to Mike Haynes', Historical Materialism, vol. 12 no. 2,2004, pp. 111-118. 

22 M. Haynes, 'Rejoinder to Chattopadhyay, ' Historical Materialism. vol. 12 no. 2,2004, pp. 437-456. 
23 Russian Imports and Exports 1860-1910 (millions of Roubles) 

1860 1870 1880 1890 1900 1910 
Imports 159.3 335.9 622.8 406.6 626.3 1084.4 
Exports 181.3 359.9 498.6 692.2 716.2 1449 

Source: O. Crisp, Studies in the Russian Economy before 1914, London: Macmillan, 1976, p. 112 
24 The Russian state, especially under Witte's influence, followed a double path of closer integration 

(reflected in the 1897-1899 adoption of the gold standard) and trying to twist the advantages of 
integration (or minimise the disadvantages) to sections of Russian business through tariff protection. In 
the period 1885-1913 nominal tariff rates rose from 12-22% to 25-37% with the 1891 tariff responsible 
for most of the increase. This gave Russia one of the highest tariff rates in the world (although 
interestingly comparable to that of the USA). The impact of tariffs on Russian growth remain disputed 
because, of disagreements over the method by which their impact should be evaluated as well as the data 
problems. See V. Barnett, 'Tariff levels and growth rates in Russia, 1861-1913: a note', The Journal of 
European Economic History, vol. 33 no. 2, Fall 2004, pp. 359-372. 

25 Some of these contradictions and limits are explored in a longer time frame in M. Haynes & R. Husan 
'State and Market in the Eastern European Transition' Journal of European Economic History, vol. 27 
no. 3, Winter 1998, pp. 609-644. 

26 On the eve of 1914 Peter Struve, once a Marxist, now a national liberal, argued 'the higher the economic 
development of a country, the higher - other things being equal - its military preparedness; and the 
greater the force which it is able to put forward in a military conflict ... no idea is more perverse, and 
practically more dangerous, than the one which holds that Russia's economic backwardness can yield 
some sort of military advantage'. Quoted, R. Pipes, Struve, Liberal on the Right, 1905-1946, Cambridge 
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These arguments draw on a wider engagement with the history of nineteenth century 
Russia which is reflected in other aspects of the author's published work. 27 What I am 
interested in here is a more limited clarification of the response of Russia's rulers and the 
forms that emerged, including, not least, the contradictory way in which the state's role 
began to develop before 1914. This reflected not so much a sui generis pattern as a wider 
one, evident in the way capitalism was developing across the world. 

It was this intertwining of the pressure of economic and military competition which, after 
1900, began to be seen by some on the left as the essence of imperialism. In 1914 this 
'imperialist' conflict led to war, not on the periphery of the system but in its heartlands. 
Between 1914 and 1918 capitalist competition was based on the organised interaction of 
economic and military force. This makes nonsense of any attempt to restrict capitalist 
competition to market and commodity exchange. War further increased the role of the 
state everywhere, including Russia. It exposed underlying weaknesses in the level of 
development and the organisation of economy, society and the capacity of the state to 
order the war effort. By late 1916 the strain was evident across Europe. Some historians 
see almost a race to revolution in the weaker states. In the event Russia collapsed first. 

The Russian Revolution as a railed Revolt against Capitalism 

In 1917, the February and October Revolutions appeared to open up new possibilities of 
going beyond capitalism, not only in Russia but internationally. Yet, after an 
interregnum, the portfolio papers argue that capitalist development did occur, though in a 
form that was unexpected but explicable in terms of a development of the elements we 
have outlined. The nature of the Russian Revolution and its relationship to wider 
developments in the twentieth century is a central historiographical issue of modern 
history. 28 My argument is that there were three stages in the evolution of Russia from 
1917: a genuine mass based revolution in 1917; a process of degeneration (which lasted 
in my view from 1918-1928); a negation of the revolution and transformation into 
something else from 1928. 

The paper 'The Return of the Mob in the Writing on the French and Russian 
Revolutions'. Journal of Area Studies, Autumn 1998, no. 13, pp. 56-81 discusses the 
changing historiography of the Russian revolution as the outcome of three interrelated 
elements. 29 One is the revolution itself and the way historians engage with the primary 

Mass.: Harvard University Press, 1980, pp. 185-186 
27 See, for example, M. Haynes, 'The experience of Central and Eastern Europe in the light of long-run 

economic and social change in Europe since 1800', in M. Dangerfield et al eds., Europe from East to 
West, Varna, Bulgaria, 1996, pp. 61-72. Chapter 2 of M. Haynes, Russia. Class and Power in the 
Twentieth Century, London: Bookmarks, 2002; Chapter 2 of M. Haynes & R. Husan, A Century of State 
Murder? Death and Public Policy in Russia, London: Pluto Press, 2003. 

28 It is a central issue in M. Haynes, Russia. Class and Power 1917-2000, London: Bookmarks, 2002. 
29 In addition see, on the historiography of 1917, M. Haynes, 'Revision or Retreat? Social History and the 

Russian Revolution" in J. Rees ed., Essays on Historical Materialism, London: Bookmarks, 1998, pp. 
57-80; M. Haynes, 'Russian Revolution' in K. Boyd ed., Encyclopedia of Historians and Historical 
Writing, London: Fitzroy Dearborn, 1999, pp. 1039-1041; , 'I. Deutscher', in K. Boyd ed., Encyclopedia 
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evidence of what happened. The second is the nature of the subsequent regime in Russia. 
The third is the impact of the commentator's own situation. Historiographical change 
then cannot simply be explained by the accumulation of `better' knowledge though that 
will be part of the process. Those who write do so from particular social and political 
positions which inevitably leave their imprint. 

If the revolution was an authentic expression of revolt from below then how do we 
explain its subsequent degeneration? In related works I have explored this process in 
some detail, trying to show how the interaction of two processes led to the revolution first 
degenerating and then shifting in a different direction. These were an internal process by 
which power was forced upwards and an external process by which the regime came 
under pressure in the 1920s, and especially the late 1920s, to find a long-term way of 
surviving. This initially involved a retreat to the idea of `socialism in one country'. In the 
form that it developed in the 1920s this idea of more isolated development left the USSR 
vulnerable as a weak state with limited industry and a limited capacity to defend itself. In 
my 1985 study of Bukharin I explored in some detail how this created the context for the 
political debates of the NEP period and how socio-economic and political factors 
militated in favour of the victory of the Stalin group that would eventually seek a solution 
in rapid industrialisation, irrespective of the costs this imposed. 30 In my 2002 book and 
2003 co-authored book I have returned to these arguments attempting to fill out some of 
the detailed historical background to this process. 1 These issues are also raised in my 
`Rejoinder to Chattopadhyay, ' historical Materialism. vol. 12 no. 2,2004, pp. 437- 
456. The argument here has recently been extended in an illuminating way by Kevin 
Murphy in his history of Moscow's Hammer and Sickle Works between 1900 and 1932 
which follows in this tradition. In parallel to my own work, Murphy sees the 1920s as 
involving the `whittling away [of] power workers had won in 1917'. 32 The strength of 
Murphy's study lies in his insistence, supported by detailed archival work on the history 
of the factory, that social and political relations between 1918 and 1928 were different 
both from what had come before under Tsarism and what came later under Stalin. For 
this period the revolutionary state remained in a contradictory situation, as my own work 
tries to show on the basis of an analysis of published material. But this would change in 
1928-1929 with the inauguration of the Soviet industrialisation drive. As Eugene Lyons 
argued at the time, workers' power was whittled away and their representatives pushed 

of Historians and Historical Writing, London: Fitzroy Dearborn, 1999, pp. 305-306. For a more extended 
discussion of detailed issues see M. Haynes, `Was there a parliamentary alternative in Russia in 1917' 
International Socialism, no. 76,1997, pp. 3-66. M. Haynes, 'The Debate on Popular Violence and the 
Popular Movement in the Russian Revolution', Historical Materialism, no. 2, Summer 1998, pp. 185- 
214. This paper was subsequently translated into Spanish as 'El debate acerca de la violencia y el 
movimiento popular en la Revoluci6n Rusa' En defensa del marxismo (Spain), n° 24 (Agosto 1999). 
See also M. Haynes, 'Maxim Gorky and the'Zoological Anarchism' of the Russian Working Class', Study 
Group on the Russian Revolution, University of Leeds, Jan. 1997. 

30 M. Haynes, Nikolai Bukharin and the Transition from Capitalism to Socialism, London: Croom Helm, 
1985. 

31 See M. Haynes, Russia. Class and Power1917-2000, London: Bookmarks, 2002 chap. 3; M. Haynes & 
R. Husan, A Century of State Murder? Death and Public Policy in Russia. London: Pluto Press 2003. 
chap 2. 

32 Kevin Murphy, Revolution and Counterrevolution. Class Struggle in a Moscow Metal Factory, Oxford, 
Berghahn Books, 2005, p. 4. 
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aside, ̀ the last pretence that the workers owned the state was dropped - the state formally 
owned the workers'33 

33 E. Lyons, Assignment in Utopia, London: Harrap, 1940, p. 208. 
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4. State Capitalism in Russia 1928-1991 

`While the Bolsheviks started off in a crusading spirit working for world 
revolution, they have in fact set up a system that manifests in its relations with 
other countries the characteristics of a national state' S. N. Harper, `The Soviet 
Union - national or international? ', Annals of the American Academy of Political 

and Social Science, 175, Sept 1934 1 

Several of the papers in this portfolio focus on the question of the character of the society 
that emerged from Stalin's revolution from above after 1928. Their argument is that this 
revolution from above effectively eliminated the legacy of the October Revolution, 
transforming the USSR into a form of state capitalism, driven forward by military and 
economic competition with the West. 

As we saw in sections two and three the state had played a central role in the 
development of capitalism and the term `state capitalism' was originally used not to 
explain the USSR but to capture a tendency that some thought was inherent in capitalism 
as a whole. 2 In Russia, Nikolai Bukharin had later made the idea of state capitalism the 
centre of his analysis of the way that capitalism was developing into a world economy. 
For Bukharin, as for Lenin, socialism, so far from involving an expansion of the state, 
was the rejection of capitalism in general and state capitalism in particular. 3 

During the 1920s this use of the term `state capitalism' became somewhat confused in 
Russia. Still the idea that the revolution was degenerating into state capitalism was an 
idea that occurred to some on the left both inside and outside of the USSR. Subsequently 

a number of different formulations of this argument developed. 4 The one adopted here is 
that set out by Tony Cliff after World War 2.5 This had four major elements although in 
Cliff's original formulation the first was implicit. Firstly, interstate economic and military 
competition is central to the development of capitalism on a world scale. Secondly, in 

As quoted in E. Mark, 'October or Thermidor? Interpretations of Stalinism and the perception of Soviet 
foreign policy in the United States', American Historical Review, vol. 94 no. 4, October 1989, p. 944. 
The term state capitalism is sometimes loosely used beyond the Marxist tradition. Nicholas Spulber in his 
Russia's Economic Transition: From Late Tsarism to the New Millennium, Cambridge: Cambridge 
University Press, 2003 summarises a lifetime's work on Eastern Europe and Russia. He characterises 
Soviet Russia as a form of state capitalism but argues that it was unviable because capitalism rests on 
rational economic calculation and the market in the Von Mises sense. This is not a view of capitalism 
that I share. Moreover those who hold it, like Spulber, are forced to drive a wedge between economics 
and politics. Since rationality is equated with the market any deviation from this ultimately derives from 
less rational political impositions. Thus whatever Spulber's detailed insights, and there have been many, 
his wider argument seems to rest on weak foundations. 
M. Haynes, Nikolai Bukharin and the Transition from Capitalism to Socialism, London: Croom Helm, 
1985 
M. C. Howard and J. E. King in their A History of Marxian Economics: Volume 1,1883-1929, London: 
Macmillan, 1989 and, A History of Marxian Economics: Volume 11,1929-1990, London: Macmillan, 
1992 approach the issue from a hostile direction but survey the historical development of the argument 
and provide a fuller bibliography. 
T. Cliff, State Capitalism in Russia, London: Pluto Press, 1974. 
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Russia the revolution from above allowed the system to be remodelled as a centralised 
form of state capitalism - an extreme development of tendencies apparent elsewhere. 
Thirdly, the driving force of this system was the need to respond to global military- 
economic competition with the balance between the two competitive axes varying with 
time. Fourthly, in responding to this challenge from without, the Soviet Union functioned 
as a relatively coherent unit internally: `the Russian state is in a similar position to the 
owner of a single capitalist enterprise competing with other enterprises'. " 

The paper 'The political economy of the Russian Question after the fall', Historical 
Materialism : Research in Critical Marxist Theory, vol. 10 no. 4,2002, pp. 317-362. 
develops these arguments in the context of a review of alternative attempts to explain the 
character and fate of the USSR, most notably the idea that it was some type of degenerate 
workers state; that it was a structure that was neither capitalist nor socialist but some third 
form; that it was a form of capitalism or state capitalism with the capitalist elements 
arising from within rather than its competitive location in global capitalism. 

This led to a debate with Chattopadhyay whose work fell into the third group and the 
response to which is also included here, 'Rejoinder to Chattopadhyay, ' Historical 
Materialism. vol. 12 no. 2,2004, pp. 437-456. Since these papers set out our argument in 
detail and compare it with these other approaches I will not repeat the analysis here. 
Rather I will use this section to: set the pattern of Soviet development in the 1930s in its 
wider context; consider the role of the war; analyse post-war development in its wider 
context. This will allow a consideration of the issue of Soviet development in the context 
of the second issue running through the portfolio papers - namely the extent to which 
economic convergence has been evident in the world economy. 

4.1. The USSR and 1930s 

The forms that emerged in Russia in the 1930s are well known, as are their human costs. 
My own detailed historical accounts, written in parallel to the papers in this portfolio 
discuss these at length. 7 The traditional response to the suggestion that these features 
flowed from competitive state capitalist industrialisation is that this argument is based on 
an inappropriate analogy. By setting both the argument about capitalism and the state and 
Russia in their broader context we have tried to show that this criticism is mistaken. 
What is peculiar about Russia is the way that its state capitalism emerged from the 
degeneration of a workers' revolution intended to create something else and the 
completeness of the state element that resulted. These two elements are related. The 
revolution `from above' squeezed out not only any substantive link with 1917 but any 
role for private capital which was largely destroyed by the `revolution' from below and 
civil war in the years 1917-1921. The actual degree of centralisation and state control was 

6 T. Cliff, op cit., p. 209. This formulation has been much criticised on the western left. It is interesting 
therefore to find former vice president of the GDR State Planning Commission saying that state 
planning in the Soviet type economies 'represented an attempt to transpose the economic rationality of 
the capitalist enterprise onto the national economy as a whole', quoted G. Dale, Between State Capitalism 
and Globalisation. The Collapse of the East German Economy, Berlin: Peter Lang, 2004, p. 19 
M. Haynes, Russia. Class and Power in the Twentieth Century, London: Bookmarks, 2002; M. Haynes & 
R. Husan, A Century of State Murder? Death and Public Policy in Russia, London: Pluto Press, 2003. 
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not `planned' but grew as a response to the chaos that `the plan' created as well as 
external factors such as the global economic crisis and political tensions. In particular the 
1930s economic crisis caused a collapse in primary commodity prices which led to a 
greater degree of trade isolation. This, and the military imperative, helped to push the 
regime towards a greater degree of trade isolation from the world market (not to be 
confused with the world economy) than was originally intended. Table 5.1. gives a sense 
of this shift. 

The driving force of Soviet development after 1928 was the attempt, through breakneck 
industrialisation, to catch-up and overtake the West. 8 What would be called `cotton 
dress' industrialisation was not seen to be a viable option to guarantee a genuine 
independence against competitor states within the global system. The core of Soviet 
industrialisation was therefore the creation of a military industrial complex based around 
heavy industry and engineering. 9 

From the 1930s to the 1960s the growth of the USSR, especially allowing for the 
destruction of World War II, was then historically unprecedented. Conventional measures 
have been challenged but not overturned. In the 1930s (all figures in the next paragraphs 
are measured in 1937 prices) output grew at some 5-6 per cent per annum and in the 
1950s at some 5-7.5%. This was Soviet state capitalism at its peak. This growth was only 
possible because of a huge racheting up in the rate of accumulation in the early 1930s. 
Gross investment rose from 12.5% of GNP in 1928 to 25.9% in 1937. Part of this was 
poured directly into defence industries, which acted as a 'Rostowian' leading sector in the 
Soviet take-off. Between 1930 and 1940 there was a 28 fold increase in production in the 
defence sector. The share of defence in total output rose from 1.3% in 1928 to 7.9% in 
1937 and then increased again as war came closer in the years 1937-1931.10 But to 

We should note that Stalin's famous claim that 'We are 50 or 100 years behind the advanced countries. 
We must make good this distance in 10 years. Either we do it or they crush us' (see M. Iiaynes, Russia. 
Class and Power 1917-2000, London: Bookmarks, 2002, p. 81) though intuitive, corresponds more or 
less with the data evident in the calculations of Maddison and Bairoch. Bairoch writes, for example, that 
in 1913 'the level of industrialization achieved by Russia in 1913 was pretty much that of the United 
Kingdom in 1810 or that of France in 1860'. By 1928 this gap had widened. P. Bairoch, , 'International 
industrialisation levels from 1750 to 1980, ' Journal of European Economic History, vol. 11 no. 2, Spring, 
1982, p. 295. 

° Nicholas Spulber neatly expressed this basic logic though without drawing our 
conclusion, 

The achievement of high levels of capital accumulation by direct allocation of basic intermediate 

products, such as steel, at the place of production; the allocation of physical resources to the key 
branches in the quantities and qualities desired; the concentration of efforts integrally and 
sequentially according to priorities from the first to the next down the line; the introduction of the 
most advanced technology for the main processes in the leading branches; the continuous 
prodding of operational management and labour to keep in line - all these contributed to 
achieving the high defence and industrialisation objectives set for the USSR by its Communist 
leadership. These are typical 'war economy' methods; the uniqueness of the Soviet 
experience consists in the fact that they have never been applied on such a vast scale and for such 

a long time anywhere else. 
Quoted C. Wilbur, The Soviet Union and Underdeveloped Countries, Chapel Hill: University of North 
Carolina Press, 1969, p. 71. 

10 The first plan was based on the idea of exchanging agricultural goods for industrial imports. Holzman 
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Table 4.1. Shares of Imported Equipment in Total Consumption 
1928-1937 

1928 1930 1932 1935 1937 
Iron and steel pipes and 
tubing 

29 10 11 5 

Turbines, generators, 
boilers 

- 89 77 19 

Machine tools - - 66 14 10 
Metal cutting machines 66 58 54 - 
Machinery - 19 7 1 
Automobile, Buses, trucks - 66 4 0 
Tractors 75 81 0.0 0 

Source: F. Holzman, `Foreign Trade' in A. Bergson and S. Kuznets eds., Economic Trends 
in the Soviet Union, Cambridge MA: Harvard University Press, 1963 p. 299 

suggests that 'had it not been for the adverse shift in terms of trade and high cost of borrowing abroad, 
such a policy might have been adopted more broadly'. See F. Holzman, 'Foreign Trade' in A. Bergson 
and S. Kuznets eds., Economic Trends in the Soviet Union, passim. This was in no sense specific to the 
USSR. Waterbury notes that in countries like Argentina, Chile, Colombia, Mexico and Uruguay the 
1930s saw state industrialisation projects which were 'driven by the collapse of primary commodity 
prices ... and by the great wave of export pessimism that carried over into the post-war era'. 
J. Waterbury, 'The long gestation and brief triumph of import substituting industrialisation, ' World 
Development, vol. 27 no. 2,1999, p. 327-328. 
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support the defence sector the heavy industrial base had also to be built, creating a Soviet 
military industrial complex. Industrial growth rates and heavy industrial growth rates 
were even more impressive than the growth for the economy as a whole because these 
were held down by the catastrophic situation of the large agricultural sector at whose 
expense much of the growth was taking place. Agricultural production increased by less 
than 10% between 1928 and 1937 and fell on a per capita basis while industrial 
production nearly tripled. 11 

The idea of a national development programme for economic and military independence 
was far from unique. This is why, stripped of its rhetoric, the Soviet model seemed to 
have a wider appeal to the third world after 1945. But in the 1930s too, a greater degree 
of state-driven development, to strengthen the economic and military foundations of 
different states, was evident in many parts of the world. In the advanced world the 
`success' of fascism in Germany and Italy is an obvious example. In democracies too a 
greater degree of state control developed in an ad hoc way both with the metropolitan 
states and as part of their imperial blocs. 12 Beyond the advanced world, both in parts of 
Europe and elsewhere, countries with a degree of autonomy, 

Anglo-Saxon theories of the market, the individual and liberalism were judged 
inappropriate and downright harmful. Celal Bayar, Turkey's Minister of 
Economy, stated to the Grand National Assembly in 1936, '1 cannot even 
pronounce liberalism, this word, is foreign to me ... we want to establish the 
principles of a government-controlled economy, and we are leading towards these 
new principles. 3 

R. W. Davies, Soviet Economic Development from Lenin to Khrushchev, Cambridge: Cambridge 
University Press, 1998,43-57. In section 4.3. we will consider the issue of Soviet growth rates again but 
it is worth supplementing this data with Bairoch's comment on his industrialisation data which shows 
similar trends. 

The margin for error on the data on the planned economies, and especially the USSR cannot affect 
the undisputed success achieved in the first phase of industrialisation. This success was a good 
deal more modest than the official figures would have us believe, but it was still quite remarkable 
until the decade 1970-1979. Despite the enormous damage resulting from the war, manufacturing 
production in the USSR grew (according to our estimates) by 6.8-7.2% per annum between 1928 
and 1963 (according to the official figures the annual rate would be about 14%). 

P. Bairoch, 'International industrialisation levels from 1750 to 1980', Journal of European Economic 
History, vol. 11 no. 2, Fall 1982, p. 298 

12 This peacetime advance of the state initially created some confusion among orthodox writers. In France, 
for example, in April 1930 A. Chaumiex wrote in Le Figaro, after the Tardieu government passed a new 
social security law, that 'The state appears to direct everything: hours of labour, rest, expenditure, 
national economies. The Citizen is asked to have confidence in the administration. He will be invited 
tomorrow to allow a deduction to be made from his salary for this help. He is becoming a conscript 
watched over by the lance corporal'. Le Figaro 24 April 1930 as quoted in Y. Crozet & C. Le Bas, Les 
Grandes Puissances D'Economie Liberale 1914-1948, Paris: Editions Siray, 1991, p. 188. The 
continuing economic and political problems pushed many to a more favourable view of the state. 

13 Quoted J. Waterbury, 'The long gestation and brief triumph of import substituting industrialisation, ' 
World Development, vol. 27 no. 2,1999, p. 329. 
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Waterbury provides a valuable survey of the range of such responses at this time and the 
way in which they anticipated what would later be called state-directed import 
substitution industrial isation. 14 

Theoretically, what was at stake was an attempt to break the constraints of comparative 
advantage and the constraints of backwardness. Even in its most optimistic form 
comparative advantage seemed to predict no more than a centuries-long process of 
incremental convergence. A more pessimistic view was that following comparative 
advantage was a recipe for permanent weakness and dependence. The alternative, 
embodied in its most extreme form in the emerging Soviet approach, seemed to be 
growth through state-directed accumulation based on the formation of a heavy industry 
based industrial bloc. If this violated comparative advantage in the short run, in the long 
run it was hoped that it would enable a leap forward. '5 Such policies seemed to offer a 
way out of what seemed to be the trap of the dominance of foreign capital, balance of 
payments constraints, capital and human capital flight, high consumption shares, 
unproductive investment allocations and unstable export earnings. The appeal in general 
was obvious and it was especially attractive to elite intellectual groups who felt the 
indignity of `national backwardness' and a degree of alienation from existing power 
structures. 16 

" Interestingly, to explain this Waterbury draws on the work of Friedrich Pollock, a Frankfurt school 
theorist who wrote in exile in the US in the 1940s and who came to see 'state capitalism' as a general 
form. Although Pollock's arguments have some differences with ours it is worth quoting a key passage: 

We are unable to discover any inherent economic forces, "economic laws" of the old or new type 
which would prevent the functioning of state capitalism. Government control of production and 
distribution furnishes the means for eliminating the economic causes of depressions, cumulative 
destructive processes and unemployment of capital and labour. We may say that under state 
capitalism economics as a social science has lost its object. Economic problems in the old sense 
no longer exist when the co-ordination of all economic activities is effected by conscious plan 
instead of the natural laws of the market. 

Quoted Waterbury, ibid, p. 330. If nothing else this should help bring out the main point that we wish 
to make - that the Soviet experience needs to be understood as part of a wider tendency. 

15 After 1945 a considerable debate developed on the issue of industrialisation strategies, 
development blocs, current and prospective comparative advantage, choice of technique, big pushes etc. 
The so-called Dobb-Sen argument on choice of technique, for example, was an attempt to generalise 
the idea of a short run violation of comparative advantage in order to achieve long-run gains: 

The choice between more or less capital-intensive forms of investment has nothing to do with 
existing factor proportions, which are commonly asserted to govern such a choice. It depends not 
on the existing ratio of available labour to capital ... but on precisely the same considerations as 
those which determine the choice between a high and a low rate of investment ... namely the 
importance to be attached to raising consumption in the immediate future compared with the 
potential increase of consumption in the more distant future 

... 
The same grounds which would 

justify a high rate of investment 
... would justify also a high degree of capital intensity in the 

investment forms. [This approach] has the advantage of throwing into relief the cumulative 
influence of investment in more productive methods in making possible further investment, ... of 
emphasising that one is dealing with the slope of a curve of growth and not just a once-for-all rise. 

M. Dobb, On Economic Theory and Socialism: Collected Papers, London: Routledge, 1955, pp. 149- 
150. 

16 See, for example, M. Bronfenbrenner, 'The appeal of confiscation in economic development', Economic 
Development and Cultural Change, vol. 3 no. 3, April 1955, pp. 201-218. 
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In putting the Soviet experience in the 1930s in this broader context it is important to 
stress three things. Firstly, in most of the rest of the world there was a significant gap 
between the aspiration to greater direction and control and the messier reality. In more 
normal circumstances state bureaucracies, or those who wished to lead them, had to 
negotiate a path between internal and external constraints. A greater degree of 
authoritarianism made these problems easier to solve but did not eliminate them. This 
was obvious with the compromises that were forced on the fascists in Mussolini's Italy 
and, to a lesser extent, Hitler's Germany. Thus, the shift towards state capitalism tended 
to develop to the greatest degree in the context of sharp crisis and not least war. 
Secondly, the drive towards a degree of autonomy through the manipulation of trade 
could not produce genuine autarky not least because it risked reproducing tensions on a 
higher level. 17 Thirdly, not the least of the reasons why genuine isolation was impossible 
was that the state itself acted as an expansionist force. 18 It was not simply that its `walls' 
acted as a barrier to other private and state capitals but that competitive growth required a 
larger economic sphere. In the language of the time the `have not powers' could not 
simply cut themselves off, they had to challenge the `have' powers or bring other `have 
not powers' into their sphere of influence and it was this that underpinned the moves to 
war both in Europe and the Pacific in the years 1939-1941. 

4.2 War and the Disruption of Growth and Catch-Up 

The Second World War disrupted the larger part of the world economy. It helped to 
redefine the problem of competitive convergence and catch-up. The USA, alone of all the 
major powers, escaped significant destruction on its territory. It also benefited from an 
economy that boomed as never before. This released it from the sustained high 
unemployment and relative stagnation of the 1930s and propelled it to an even more 
dominant position globally. In 1939 US GDP was only 2% higher than in 1929 but in 
1945 it was 95% higher - nearly doubling, therefore, between 1939 and 1945. Output per 
head in 1939 was 5% below the 1929 level but in 1944 80% higher. 19 These were 
extraordinary increases and they re-inforced the huge development gap which already 
existed between it and its immediate competitors like Britain, France and Germany and 
its outlying competitors like Russia and Japan. At this point the USA was producing 49% 
of world manufacturing output. 20 But, of course, these latter economies also suffered 

17 In its 'Commercial History and Review of 1937' The Economist noted that 'in spite of the all but 
universal scramble for self-sufficiency, the world is still an interdependent whole. That, in striking 
measure, is the lesson of 1937'. The Economist, 12 February 1938, p. 1. 

18 See, for example, D. E. Kaiser, Economic Diplomacy and the Origins of the Second World War. Germany, 
Britain, France and Eastern Europe, 1930-1939, Princeton: Princeton University Press, 1980. It is rather 
unfortunate that Gareth Dale entitles his discussion of the historical evolution of capitalism in the 
mid-century as ̀ war economies in an age of de-globalisation'. War is a form of globalisation and when it 
occurs military competition can tie economies together as closely, if not more closely, than market 
competition. Dale, op cit., p. 51. 

19 Calculated from A. Maddison, The World Economy: Historical Statistics, Paris: OECD, 2003 passim. 
20 In 1913, according to Bairoch's data, the US produced 32% of world manufacturing output; in 1928 

42%. Because of stagnation of the US economy in the depression its share then fell to around 31 % on 
eve of WW2. The 1946 figure of 49% reflects its greatest relative predominance. P. Bairoch, 
'International industrialisation levels from 1750 to 1980', Journal of European Economic 
History, vol. 11 no. 2, Fall 1982, pp. 275,296-301. 
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more directly as a consequence of the war. Some had emerged victorious but weakened, 
others defeated and weakened still more. 

Out of this would emerge a reconfiguration of global competition with the USA the post- 
1945 hegemonic power aspiring to global leadership, with Western Europe and Japan in 
its wake. It would now face its erstwhile war ally, the USSR, and its new satellites. The 
consequence for the leaders of the USSR would be that instead of `America' simply 
being an ideal to reach for as it competed more directly with potential enemies in Europe 
and Japan, it would now be both an ideal and the major enemy against whom 
performance had to be more directly matched. 

When the USSR eventually emerged `victorious' from World War II the victory seemed 
to vindicate the Stalinist military-industrialisation drive as well as the mobilisation 
capacity of the system as a whole. The Soviet victory was turned into an organised cult to 
legitimate the regime in general and the forces of order in particular and to inspire future 
generations. 21 Today a much more critical view exists of the brutal and possibly 
unnecessary costs involved. 22 

On June 22 1941 the Nazi invasion, Operation Barbarossa, began. The USSR was quickly 
engulfed in the greatest military disaster of modern times. Its air force was destroyed; 
huge numbers of troops surrendered; by mid July an area twice the size of France had 
been captured. The scale of the initial German advance can partly be explained 
`positively' by things the German military did and their preparation. But it also has to be 
explained in part `negatively' in terms of the weaknesses on the Soviet side in the face of 
the Nazi advance. Stalin underestimated the seriousness of the Nazi threat and refused to 
heed warnings about imminent invasion. The confusions and weaknesses in the Soviet 
armed forces' command structure created, in no small part, by the purges, compounded 
the problems. 23 A wider lack of popular morale reflected the hostile attitude of much of 
the population to the regime, a hostility which extended in some parts to welcoming the 
invaders. One third of pre-war Soviet industrial capacity including half of that for 
armaments production, 40% of grain production, 40% of cattle and all sugar production 
was located in the area eventually occupied by the German forces and their allies. 
Evacuation in 1941-42 mitigated some of these losses as perhaps a third of the industrial 
capacity in the area to be occupied was removed, but this left the larger part in place. 24 

21 See N. Tumarkin, 'The Great Patriotic War as myth and modern memory', The Atlantic Monthly, June 
1991, pp. 26-44. 

22 In M. Haynes, Russia Class and Power 1917-2000, London: Bookmarks, 2002 I have considered some of 
the elements of this myth and the ambiguous role of the Stalin and the Soviet leadership. 

23 For an excellent account of the situation of the Red Army which unusually also deals with issues of 
general quality see F. Schauff, 'Company choir of terror: the Military Council of the 1930s - the 
Red Army between the XVIIth and XVIIIth Party Congresses', Journal of Slavic Military Studies, vol. 
12 no. 2, June 1999, pp. 123-163. 

24 There had been an attempt to shift the centre of gravity of Soviet industry eastwards in the 1930s. It 
could be argued that more should have been done but this idea exposes the contradiction between a 
military and an economic logic and raises the problem of where the trade-off should have been made. 
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The war lasted 1,418 days until the German surrender in Berlin in May 1945. It was the 
bleeding of the Axis forces in the USSR that eventually sapped the whole Nazi war 
effort. What was the cost on the Soviet side? 

The true human cost of the victory here was so catastrophically high that it had to be kept 
hidden. Immediately after the war had ended Stalin announced a figure of six million 
Soviet dead -a number which both hid the scale of the losses from the Soviet people and 
also served to obscure the post-war weakness of the USSR from its potential enemies in 
the West. Under Khrushchev a figure of 20 million came to be quoted and this number 
remained the semi 'official' account until 1990, when Gorbachev quoted a figure of 27 
million -a number far more consistent with that estimated by demographers. 

The portfolio paper 'Counting Soviet Deaths in the Great Patriotic War: A Note' 
Europe-Asia Studies vol. 55 no. 2,2003, pp. 303-309 is an attempt to consider the ways 
in which this 27 million number had been taken up in the west. It suggests that the figure 
is in fact too low and that previous discussion of its components had been confused by a 
lack of clarity in the demographic method by which population losses were computed. 
The paper deliberately did not advance an alternative figure because its main aim was to 
change the direction of research but it pointed to perhaps an extra 1-3 million deaths. 
This might seem a small change. If the figure were nearer 30 million rather than 27 then 
this would only be a margin of error of some 10% per cent. But this adjustment would 
still be equal to some 8 times the total military and civilian losses of the UK during 
World War 2. However, the main purpose of the article was to suggest that demographic 
methods were exhausted and to offer a template for the computation of the components of 
the real number of deaths that might lead to a consistent figure of losses. In a short debate 
that followed Mark Harrison accepted the major methodological qualification to the 
demographic approach but suggested that it could be finessed further to provide a 
probable figure of the undercount of around a million (2-3 times the total British losses). 
My response, 'Counting Excess Deaths and actual war deaths in the Soviet Union 
during World War II: Reply', Europe-Asia Studies, vol. 55 no. 6,2003, pp. 945-947, 
welcomed this further step but re-emphasised the importance of developing a more 
bottom-up approach to the numbers in the spirit of the original contribution. Physically 
separating the dead at the time often proved impossible, 

In the forests around Smolensk you can see skeletons of soldiers. They had died 
and just stayed there, their decayed bodies strewn around. At first it was too 
dangerous to retrieve them, because the area was mined, and finally they were 
forgotten. ... I remember when the fighting was so thick that corpses just fell 
everywhere and we pushed them into pits, Germans, Russians, all together. No 
one took the time to sort them out; they just became one stinking mass. 25 

This was how one veteran described his own experience. We cannot reverse that horror 
but what we can do is try `to sort them out' whether military or civilian dead, at least in 
their main categories and if not precisely then at least by narrowing down the margins of 
error. 

25 Quoted Tumarkin, op cit., p. 42. 
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Table 4.2, based on Mark Harrison's data, shows how wartime GNP changed. The 
striking thing is the way that resources (men and women and equipment) were reallocated 
to feed industry and the military. By 1942 nearly three fifths of output was directly 
supporting the war effort. This could only be achieved by squeezing everything else and 
not least agriculture, where output fell by 60% (while the population it had to feed fell by 
a third) leading again to widespread malnutrition. We do not have space to consider 
whether alternative policies might have mitigated the domestic costs of the war and still 
kept the military supplied. The important thing is that the brutal reordering of the 
economy and the sacrifices made did pay off enough to lead to victory but only at the 
expense of much of the rest of the economy. The result was that in 1945 Russia had been 
weakened both by the destruction of the Nazis and the plunder of the occupied lands but 
also by the partly self-consuming character of the Soviet war effort. The Nazi destruction 
was subsequently documented in some detail by Soviet historians, the element of Soviet 
self-destruction less so. Today it is accepted that overall the costs of the war in physical 
terms were equivalent to around 25% of national capital which had been destroyed and 
worn out and not replaced. 

The Soviet Union then had advanced sufficiently strongly in the 1930s to help lay the 
basis for victory in spite of the worst efforts of its leaders. But it would confront a new 
world in 1945 in an absolutely weakened state compared to the advanced world in 
general and the United States in particular. The latter comparison is set out in Table 4.3. 
The figures, drawn from Maddison, for ease of comparison should only be taken as 
indicative of the order of magnitude but they nevertheless bring out the weakness of the 
USSR vividly and how its position was affected by the war compared to that of the USA. 

The more qualitative character of Russia's immediate post-war weaknesses was well 
expressed at the time by George Kennan in a striking description of the unevenness of the 
developments of the 1930s and the basis that they had laid for future development: 

It still has no highway network worthy of the name and only a relatively primitive 
network of railways. Much has been done to increase the efficiency of labor and 
to teach the peasants something about the operation of machines. But 
maintenance is still a crying deficiency of all Soviet economy. Construction is 
hasty and poor in quality. Depreciation must be enormous. And in vast sectors of 
economic life it has not yet been possible to instil into labor anything like that 
general culture of production and technical self-respect which characterises the 
skilled worker of the west. 26 

26 G. F. Kennan ("X"), 'The sources of Soviet conduct, ' Foreign Affairs, vol. 25 no. 4,1947 July, pp. 576- 
577 
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Table 4.2 Index of Wartime Soviet Gross National Product (measured in 1937 
roubles at factor cost) by Sector of Origin 1940=100 

1940 1941 1942 1943 1944 1945 
Total GNP 100 86 66 73 87 82 

Sector 
1. Agriculture 100 63 39 44 65 68 
2. Industry 100 98 86 101 113 96 

Defence 100 160 369 455 498 350 
Civilian 100 88 40 43 51 55 

3. Construction 100 65 30 32 42 42 
4. Military Services 100 140 220 230 237 235 
5. Other 100 92 60 64 74 74 

Source: calculated from Harrison's data in R. W. Davies, Soviet Economic Development 
fron Lenin to Khrushchev, Cambridge: Cambridge University Press, 1998, p. 60. 

Table 4.3 Comparison of US and Soviet Economies Before and 
After World War 2 

1941 1945 
USSR USA USSR as 

% USA 
USSR USA USSR as 

% USA 
Population 
mill 

192.4 131.5 146 173.9* 140.5 124 

GNP $1990 430,314 862,995 50 333,656 1,644,761 20 
GNP er head 2,144 6,561 33 1,913* 11,709 16 

* data for 1946 
Source: A. Maddison, The World Economy: Historical Statistics, Paris: OECD, 2003 
passim 
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4.3. The USSR and the Rise and Fall of the Long Boom 

In the years between 1945 and the 1970s the world economy experienced its most 
sustained era of growth, appearing to have a vitality that it had not shown before or since. 

This was also true of the USSR and the wider Soviet bloc that emerged at the end of the 
war. In terms of the diagram presented in 'Whether by Visible or Invisible Hand: the 
intractable problem of Russian and East European Catch-up' Competition and 
Change, vol. 6 no. 3,2002, pp. 269-287 and in section 2 of this introduction the phase of 
backward expansion into pre-capitalist areas was now effectively over. The movements 
in the world economy now primarily involved the expansion of the frontier of 
development and movements behind the frontier. 

Although the extremes of global inequality continued to grow, a number of what later 

came to be called 'convergence clubs' now appeared. 27 Not the least of these 'clubs' was 
that of the Soviet type economies led by the USSR. 28 The perception of their success was 
reflected both in a fear that they could achieve even more in the long run and a sense that 
they had a secret that might be able to be emulated. 

This was especially important in parts of the third world. The boom had enabled 
decolonisation to occur more easily than had been anticipated. Now a large number of 
newly-independent states were led by elites who despised both the backwardness of the 
economies they presided over and lacked confidence in their local bourgeoisies. Parts of 
the Soviet model therefore seemed more attractive than ever and this helped to encourage 
`state capitalist' approaches to development elsewhere. 

Three aspects of this era are of interest to us. Firstly, there is the question of the nature of 
this long boom and its relationship to the Cold War. Space again precludes a direct 

27 Bairoch calculated Gini coefficient of concentration of elobal industrial production as follows: 
World Developed countries 

1860 0.44 
1913 0.70 
1953 0.72 0.43 
1980 0.69 0.29 

P. Bairoch, , 'International industrialisation levels from 1750 to 1980, ' Journal of European Economic 
History, vol. 11 no. 2, Spring, 1982, p. 330 

28 In addition to my own work on the USSR in this period, related accounts of the Polish experience can be 
found in J. Hardy & A. Rainnie, Restructuring Krakow. Desperately Seeking Capitalism, London: 
Mansell, 1996 chapter 2 and , for East Germany, in G. Dale, Between State Capitalism and 
Globalisation. The Collapse of the East German Economy, Berlin: Peter Lang, 2004, passim. I have 
also discussed the Balkan experience in these years (and its representation) in M. Haynes 'Analysing 
Balkan Development 1945-1989. The Rhetoric of the Economist' in A. Hammond ed., The Balkans and 
the West: Constructing the European Other, London: Ashgate, 2004, pp. 36-49. 
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Table 4.4 Average Annual Growth ººI'Ontput Per Ilead by Area 
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discussion of the Cold War itself. 29 The portfolio paper 'The Long Boom and the 
Advanced World 1945-1973' in D. Renton & K. Flett eds., The Twentieth Century 
Barbarism and Progress, London: Rivers Oram, 2000, pp. 183-203 attempts to set out 
an integrated approach to an explanation of both the boom and the relative roles of both 
the advanced west and the Soviet bloc. The central argument of this paper is that the long 
boom was underpinned by massive arms expenditure in both East and West. This 
expenditure had a differentiated effect. While military expenditure helped to provide a 
positive climate in the global economy, it also acted as more of a drain on the individual 
economies that carried the burden. This helps explain why both the USA and the UK - 
the two most advanced economies - grew steadily but unspectacularly. Behind them some 
follower economies, which had limited arms expenditure, were able to take advantage of 
the situation to grow very strongly. In the Soviet bloc the development gap provided the 
possibility for fast catch-up growth, and military competition an incentive. But the USSR 
had to carry a relatively enormous burden which diverted resources away from the 
civilian sector and continued to seriously distort its own pattern of development - even 
more than in the Soviet camp as a whole. 30 

A second concern of my work has been to describe and probe some of the limits to 
convergence. This is an important task because when the Soviet type economies 
eventually crumbled the dominant idea that filled the theoretical vacuum created by their 
demise was that a simple change in the form of economic organisation to a market-based, 
private economy might led to a new round of convergence. In two co-authored papers 
with Dr. Husan (not included in the portfolio) I have suggested that the idea that general 
global inequality can be solved either by state, or market, driven growth makes no 
sense. 31 Growth is important but the necessity for global redistribution to complement it 

29 The nature of the Cold War continues to provoke discussion. One issue is whether it was an inter- 

systemic or an intra-systemic conflict. My view is that it was clearly the latter. Some commentators 
argue that the mutual hostility of the Cold War cannot in principle be explained in intra-systemic terms. 
Given that the twentieth century saw two global intra-systemic wars which killed perhaps 70-80 million 
and a host of lesser intra-systemic wars this seems to me to be a strange argument. A second area of 
controversy is whether the process that led to the Cold War was initiated by the American or Russian 
side. My view, set out more fully in M. Haynes, Russia. Class and Power in the Twentieth Century, 
London: Bookmarks, 2002 pp. 99-102 is that both sides were complicit but that much of the initiative 
lay with the American side which was in the stronger position in 1945. Dean Acheson in 1944, then in 
state department, famously expressed why the US had to look outwards at the end of the War: 

You don't have a problem with production. The United States has unlimited creative energy. The 
important thing is the market. We have got to see that what the country produces is used and is 
sold under financial arrangements, which make production possible ... You must look to foreign 
markets. If you wish to control the entire trade and income of the United States, which means the 
life of the people, you could probably fix it so that everything produced here would be consumed 
here, but that would completely change our constitution, our relations to property, human liberty, 
our very conceptions of law. And nobody contemplates that. Therefore, you find you must look to 
other markets and those markets are abroad' 

Quoted M. Tanzer, The Sick Society. An Economic Examination of America's Threat to the World and 
Itself, Chicago: Holt Rinehart & Winston, 1971, p. 77. 

30 The exact weight of the military burden continues to provoke debate. For a review of contemporary 
western discussion see J. H. Noren, 'The controversy over Western measures of Soviet defense 
expenditures', Post-Soviet Affairs, vol. 11,1995, pp. 238-276. 

31 M. Haynes & R. Husan, 'National inequality and the catch-up period: some growth alone scenarios' 
Journal of Economic Issues, vol. xxxiv no. 3, September 2000, pp. 693-705. M. Haynes & R. Husan, 'A 
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still remains, Without this, even if 'growth alone' scenarios could work in their own 
terms, they could only succeed over centuries and they imply implausible convergence 
points in terms of levels of per capita income and attendant resource costs. Further papers 
related to the portfolio work try to develop this argument, surveying the evidence of the 
unevenness of post 1945 convergence and the way in which this evidence has been used 
and misused to support simple optimistic exercises in growth arithmetic. 32 

The paper 'The European Union and Its Periphery: Inclusion and Exclusion' in 
Werner Bonefield ed., The Politics of Europe: Monetary Union and Class, Palgrave: 
Iloundsmills Basingstoke, 2001, pp. 136-169 which is included in this portfolio takes 
this type of a work a step further with an analysis of the pattern of national and regional 
convergence in the European Union. It was written in the context of EU enlargement 
towards the former Soviet bloc and suggested that the past pattern of convergence in the 
EU indicated that not all the new entrants will benefit from a generalised convergence 
process after accession. 33 If state-driven industrialisation came up against serious limits 
in the 1980s, the historical record shows that this was also true of previous more market- 
based approaches. To pose the eventual problem of the Soviet bloc as a question of 
simple state failure is therefore wrong. The analysis presented in the portfolio and related 
papers suggests that both state and market forms of development tend to come up against 
constraints created by global capitalism as a whole. 

This brings us to the third issue - how successful was Soviet growth in the post-war era? 
At the time it seemed both serious and threatening. The level of mobilisation of resources 
and the rapid, sustained growth that took place quickly took the Soviet economy beyond 
its pre-war levels. But, especially after 1953 and the death of Stalin, some of the benefits 
of growth were also allowed to filter through to the mass of the population. In this 
context the Soviet leadership was optimistic in the late 1950s that `catch up' and even 
overtaking was a realistic possibility. This idea was aggressively summed up by 
Khrushchev in his notorious claim, in a November 1956 speech to Western diplomats, 
that, `Whether you like it or not, history is on our side. We will bury you'. 

Such views of the Soviet post-war challenge (whether as a positive or a negative one), 
especially in the years 1945-1965, were commonplace in wider discussion. 34 Writing in 
1959, in Britain, the economist Thomas Balogh made the following assessment: 

Note on the implications of Global Convergence under a Non-Redistributive solution' Journal of 
Economic Issues (US), vol. 37 no. 3, September 2003, pp. 805-812. 

32 M. Haynes & R. Husan, 'State and Market in the Eastern European Transition' Journal of European 
Economic History, vol. 27 no. 3 Winter 1998, pp. 609-644. M. Haynes & R. Husan, 'Market Failure, State 
Failure. Institutions and Historical Constraints in the East European Transition' Journal of European 
Area Studies, vol. 10 no. l, May 2002, pp. 105-129; M. Haynes & R. Husan, 'Somewhere over the 
rainbow': The Post Soviet Transition, the Market and the Mythical Process of Convergence' Post- 
Communist Economics, vol. 14 no. 3, September 2002, pp. 381-398. 

"I also considered the issue of EU enlargement in an earlier co-authored paper M. Haynes & K. Pinnock, 
'Towards a deeper and wider Europe' Economic and Political Weekly, vol. xxxiii no. 8, Feb. 21-27,1998, 
pp. 415-430. 

34 It is worth noting that in 1968 M. McLuhan & Q. Fiore, War and Peace in the Global Village, 1968 p. 64 
suggested that the USSR could use 'the advantages that a backward country enjoys' to develop in both 
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Developments in the Soviet orbit have been startling. In Russia, the Communists 
have succeeded brilliantly (despite the imperfection of the principles on which 
they base their planning) in increasing industrial productivity and production. 
According to Mr. Allen Dulles, the chief of the American intelligence service, who 
would not try to exaggerate this success, gross national product in Russia has 
been increasing at the rate of over 9 per cent per annum, more than three times 
the rate (under 3 per cent) in the US, and six times the rate (1.5 per cent) in the 
UK since 1954. 

It was also being put under challenge by Soviet success in the third world where 
increasing inequality was apparent as well as post-colonial hostility towards previous 
western masters. `It would seem essential, ' he wrote, `in view of the relentless increase in 
Soviet economic efficiency, to accelerate growth even in the most developed countries of 
Western Europe'. 35 

Table 4.7 sets out the official Soviet growth index which no-one in the West accepted at 
the time, the Bergson index, which is the most widely accepted, and the Khanin index, 

which is one of the most pessimistic. It is evident that, though at a declining rate, the 
USSR experienced sustained growth at least until the 1970s, with the 1950s something of 
a golden age. The portfolio paper 'The political economy of the Russian Question after 
the fall', Historical Materialism : Research in Critical Marxist Theory, vol. 10 no. 4, 
2002, pp. 317-362, also provides additional UN statistics, based on the most pessimistic 
interpretations of the data, which still put the USSR's comparative performance in a very 
positive light at this time. 

When the USSR collapsed in 1989-1991 a number of western commentators took the 
view that there had been a substantial element of illusion not only in official Soviet 
accounts but also in western attempts to develop more accurate measures. 36 In reality, 

the electronic age and the age of automation -a view that would later seem quite peculiar. 
35 T. Balogh, The Economics of Poverty, London: Weidenfeld & Nicolson,, 1966, pp. 156,144,160. 
36 Western evaluations of the USSR were always mired in a degree of political controversy whether the 

issue was the number of rockets the Red Army had, the health of the Soviet leader or the health of the 
system in general. But two different (though compatible) explanations were offered for the supposed 
exaggeration of Soviet growth. One was that the assessment of the USSR was really a reflection of 
arguments in Western and especially American politics. The manufacture of the myth of a powerful 
'enemy' served several domestic functions: it consolidated domestic support for an expansionist foreign 
policy under the guise of meeting the 'global communist threat'; it legitimated support for the military 
industrial complex within the United States; and it played a unifying internal ideological role in bringing 
Americans together against the common foe. This political logic was then given an added dimension by 
the electoral cycle, which seemed to require incumbent administrations to be attacked for their weakness 
against the Soviet threat only for the rhetoric then to be toned down once the new administration was in 
office. Many commentators had already analysed US panics over alleged Soviet missile gaps as 
primarily a reflection of internal US concerns. In 1960-1961 the military and political debate suggested 
Russia had between 10-25 (lower estimate) and 50 (higher estimate) ICBM's ready for launching at 
America. In reality it perhaps had 4 as we now know. R. F. Kaufman, 'CIA Economic Intelligence on the 
USSR, 1949-1960', Post-Soviet Affairs, vol. 11 no. 3,1995, p. 290. The second reason for the 
alleged overestimating of the performance of the Soviet economy relates to more technical difficulties 
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they claimed, the economy had always been weighed down by waste and much (most? ) 
supposed value-added production had in fact been a negative `value subtraction. ' No 
serious commentator had ever ignored the evidence of waste and inefficiency in the 
USSR. But on the left and right alike a number of commentators took the view that the 
USSR was uniquely wasteful in scale and cause and that the system in reality had made 
little real progress. 7 The view that underpins the papers here and the other accounts to 
which they relate is that these claims are false and that the growth achievement at least 
until the 1980s was real, if distorted. 

The fact that the system eventually entered a crisis in the 1980s cannot detract from 
what had happened before. The collapse of a state (or company) obviously devalues its 
achievements at that point but not necessarily what was achieved in the past. The 
negative evaluations are based on what we might call a 'triple market fallacy'. They are 
based on the ideas that the market as theoretical construct makes sense; that the market is 
the only viable form for a modem (capitalist) economy; and that Western economies can 
be analysed as more or less market economies - three arguments that I would vigorously 

which range from occasionally mistaking planned output for real output to the severe methodological 
problems posed by trying to measure the output of an economy where so many processes were the 
product of central administration rather than direct market influences. It was obvious that the official 
Soviet output index was distorted but it was argued that enough accurate data existed from which a more 
accurate aggregate index could be built. Significant resources were therefore devoted to trying to create 
more reliable alternative measures. These are the basis of the data usually quoted, including that used by 
Maddison and Bairoch in their more global comparisons although both authors tended to make some 
adjustments of their own. Much of this detailed understanding of the economic progress of the USSR 
came from American studies which were driven by the need to make sense of the scale of the Soviet 
challenge (and often financed by the US government). Immediately after 1945, American 
'official' analysis derived from people working for the State Department, the military, the RAND 
Corporation and a cluster of related top universities. But from 1951 systematic Central Intelligence 
Agency research was undertaken on economic conditions to complement the analysis of the potential 
political and military threat. All commentators shared a positive view of Soviet post-war performance, at 
least until the mid 1960s when growth rates began to fall more sharply. There were divisions over how 
long the impressive growth could be sustained and these divisions were reflected in the wider discussion 
of the time too. Kaufman identified two contradictory positions in CIA and US government discussion. 
One, which he associated with George Kennan, argued that post-war growth was resource-intensive and 
hid substantial weaknesses. When resource mobilisation strategies became exhausted then the weakness 
would become more apparent, growth would slow and difficulties for the USSR leaders would increase. 
The second view, which Kaufman associates with Paul Nitze, also recognised weaknesses but thought 
that Soviet 'strengths' were sufficient to overcome these and that growth and accumulation would be 
sustained sufficiently for the Soviet leadership to offer a growing threat to the USA, especially as they 
pushed resources into the continued growth of the military sector. Elements of this latter analysis were 
set out in a State Department assessment of the Soviet threat - NSC 68 of April 1950. This document is 
usually credited with helping push American policymakers towards a further intensification of the Cold 
War. Then, in the 1980s and especially the 1990s, the view that Western observers had vastly 
exaggerated the scale of 'the Soviet achievement' became a stick with which to beat specialists and 
institutions - like the CIA. They were deemed to have failed in their central mission - to understand the 
USSR. They had failed to predict its collapse because they had failed to understand its real weaknesses. 

37 See, for example, the work of Stephen Rosefielde stretching from `The illusion of material progress: the 
analytics of Soviet economic growth revisited, ' Soviet Studies, vol. 43 no. 4,1991, pp. 597-611 to 'The 
riddle of post-war Russian economic growth: statistics lied and were misconstrued', Europe-Asia 
Studies, vol. 55 no. 3,2003, pp. 469-481. On the left the work of Hillel Ticktin is discussed in one of the 
portfolio papers. 
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contest. 38 If we apply the same (rigorous) market standards to western economies then 
aspects of their performance also reflect waste and so-called value subtraction. If it 
remains true that this was greater in the USSR, to appreciate the real gap, even in their 
own terms, such accounts would also have to discount aspects of western performance. 
These approaches thus detract from the common elements and common trends that have 
affected the world economy as a whole in the post war period. For example, the scale of 
the slow-down in growth initially seemed more serious in the west in the 1970s. 39 Such 

accounts also fail to separate alleged system-specific features of the USSR from 
features attributable to the distorting impact of the scale of the military burden; the 
relative isolation of the Soviet economy from the global division of labour which 
reflected the wider constraints of the Cold War and the fact of relative backwardness 
itself which necessarily means that when growth occurs in a catch-up economy it will 
tend to be technologically derivative and put a high emphasis on extensive growth. 40 

But evidence of the real progress that occurred, even if it was distorted, can be seen in 
other measures that went beyond output data. Table 4.8 shows urbanisation rates, for 
example. 

These data are important because they show the scale of the social transformation that 
accompanied the economic growth. It also perhaps highlights the absurdity of some of the 
more extreme arguments of the `unreal growth' school for while no-one would seriously 
deny the trials of Soviet urban life, the idea that a `more rational approach to economics' 
(sic) might dictate a life in a peasant izba rather than a block of flats, however badl4y built, 
or journeys by horse rather than car, tram or train seems a highly dubious position. 

38 For an interesting critique of both the neo-classical and Hayekian theorisation of capitalism as a market 
system see J. Roemer, 'An anti-Hayekian manifesto', New Left Review, no. 221, May-June 1995, pp. 112- 
130. 

39 As late as 1985 Peter Rutland, no supporter of the old USSR, could still write 'in certain respects the 
USSR no doubt still represents the shape of things to come'. Quoted G. Dale, op cit., p. 14. 

40 This is evident in growth accounting exercises. Japan had grown by extensive growth, though with 
good total factor productivity. The Asian tiger economies, whose growth seemed to undermine the 
attraction of the Soviet model had a growth record which echoed the Soviet experience in terms of 
total factor productivity: 

Growth Accounting and the Asian Miracle 1966-1990 
Capital Labour TFP Output 

Hong Kong 3.0 2.0 2.3 7.3 
Korea 4.1 4.5 1.7 10.3 
Singapore 5.6 2.9 0.2 8.7 
Taiwan 3.2 3.6 2.6 9.4 

Source: A. Young, 'The tyranny of numbers: confronting and resolving the statistical realities of 
the East Asian Growth experience', Quarterly Journal of Economics, vol. 110,1995, pp. 641-80. 

41 I would argue that it also undermines the view that the USSR and other Soviet societies were in some 
sense pre-modern. The attraction of this view grew in the 1990s and the 1989-1991 changes have been 
pictured as a step towards modernisation (in the form of globalisation). Dale in his discussion of East 
Germany draws attention not only to the 'modernity' of Soviet type societies but the way in which 
Talcott Parsons, to whom a number of commentators have turned for inspiration, saw the USSR as one 
of the world's most developed societies in the 1950s and 1960s. Dale, op cit., p. 11. An analysis of the 
demographic modernisation of Russia is at the centre of the discussion in M. Haynes & R. Husan, A 
Century of State Murder? Death and Public Policy in Russia, London: Pluto Press, 2003 which 
devotes a chapter to the more stable pattern which emerged after the death of Stalin. 
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Table 4.7 Estimates of Soviet Growth Rates 1928-1985 

Official 
Soviet 

Bergson 1928-1950/CIA 1950-1985 
Adjusted Factor Costs 

Khanin 

NMP GNP 
1928-40 15.1 4.6 (1937) 4.2 (1950) 5.1 (1937) 4.8 (1950) 3.2 
1941-50 5.1 2.3 (1937) 2.4 (1950) 2.2 (1937) 2.3 (1950) 1.6 
1951-60 10.3 7.3 (1970) 6.7 (1982) 5.6 (1970) 5.2 (1982) 7.2 
1961-65 6.5 5.1 (1970) 4.9 (1982) 5.0 (1970) 4.8 (1982) 4.4 
1966-70 7.8 5.6 (1970) 5.2 (1982) 5.2 (1970) 4.9 (1982) 4.1 
1971-75 5.7 3.7 (1970) 3.3 (1982) 3.7 (1970) 3.0 (1982) 3.2 
1976-80 4.3 2.6 (1970) 1.8 (1982) 3.4 (1970) 1.9 (1982) 1.0 
1981-85 3.6 na 1.6 (1982) na 1.8 (1982) 0.6 

Source: A. Becker, ̀ Intelligence Fiasco or reasoned accounting?: CIA estimates of Soviet GNP', 
Post-Soviet Affairs, vol. 10 no. 4,1994 Oct-Dec., p. 297,304 

Table 4.8 Historical Urbanisation Rates in USSR 

Urban % urban % Of Urban Popula tion in Settlements of Different Size 000 
pop. mill Up to 

49 
50-99 100- 

249 
250- 
499 

500- 
999 

1 mill + 

1897 18.4 14.8 
1913 28.5 17.9 
1920 20.9 15.3 
1926 26.3 17.9 36.9 18.9 24.9 19.4 36.9 18.9 
1939 60.4 31.7 30.7 13.7 30 .7 25.0 
1940 63.1 33 
1950 69.4 38.9 
1959 100.0 47.9 28.2 13.3 29.4 18.2 11.0 
1960 103.6 48.8 
1970 136.0 56.3 23.8 11.2 18.6 14.3 32.1 
1979 163.6 20.8 10.4 17.3 15.9 13.1 22.5 
1980 166.2 62.8 
1989 188.8 65.9 19.1 11.6 15.4 15.5 13.4 25.1 
1990 190.6 66 

Source: A. S. Senyavskii, Urbanizatsiia Rossii v XX veke. Rol' v istoricheskom protsesse, 
Moscow: Nauka, 2003, passim. 
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It is important to make one more historical point about comparative growth performance. 
The paper 'The political economy of the Russian Question after the fall', Historical 
Materialism : Research in Critical Marxist Theory, vol. 10 no. 4,2002, pp. 317-362, 
points out that in comparing historical paths of competitive growth timing is crucial. 
From the 1960s some other poorer economies began to find paths of development that led 
to greater and more impressive rates of convergence with the advanced world. Japan, for 

example, surged. In the years 1963-80 its rapid growth accounted for 23% of the increase 
in manufacturing production in the West. 42 In the 1970s came the successes of the Asian 
tigers. In other parts of the world too there was evidence of some movement amidst the 
general pattern of backwardness. But to treat this growth as inevitable or as if people 
could have foreseen it and had the capacity and opportunity to wait to find another model 
to emulate makes no historical sense at all. Immediately after 1945 the Soviet model 
appeared to be the only model that was capable of encouraging sustained development. 
When Paul Baran asked in 1957 `why is it that in backward capitalist countries there has 
been no advance along the lines of capitalist development that are familiar from the 
history of other capitalist countries? ' he did so not simply because of some abstractly 
arrived at pre-determined theory that said the backward countries could not move but 
because observation suggested that they had not moved significantly. 43 His pessimism 
was echoed by Simon Kuznets who was led to ethnocentrically speculate that modern 
economic growth might not be achievable in most of the rest of the world, the 
`[e]mergence of a modern framework for economic growth may be especially difficult if 
it involves elements peculiar to European civilization for which substitutes are not easily 
found. '44 It was not evident what alternative was available which accounts in no small 
part for the confusion and diverging paths in the arguments of the 1970s and early 
1980s. 45 

42 Bairoch, op cit., p. 303.305. If we take the case of Japan, as an example, whereas USSR displaced the 
UK in the 1950s in terms of volume of manufacturing production, Japan only regained its 1938 share of 
world manufacturing output in 1963. At this stage any Japanese successes were very much presented as 
what Kwon later called 'a fluke'. Kwon, op cit., p. 635. The extent to which Japanese development 
represents a real market success as opposed to a state directed outward orientation is contested. 

43 P. Baran, The Political Economy of Growth, New York: Monthly Review Press, 1957, p. 136 
44 Quoted J. Kwon, 'The East Asian challenge to neo-classical orthodoxy', World Development, vol. 22 

no. 4,1994 April, p. 643. 
45 In the 1960s the United Nations held its first development decade to reflect the need to drive the poorer 

countries forward in absolute and relative terms in the light of past failures. In the 1970s came the 
second development decade which was itself a testament to the very limited comparative progress that 
had still been made. The founding principles of New International Economic Order (in practice still 
born) were issued 1974. The World Bank, under Robert McNamara was focusing on big infrastructure 

projects in the 1970s. In 1974 Friedrich Hayek and Gunner Myrdal both shared the Nobel prize for 

economics. At this point the Soviet model still looked attractive. In 1980 John Boli-Bennet, an 
American sociologist wrote that, 'in only a handful of countries (mainly the USA and some of its client 
countries) is there serious ideological opposition to the expanding power of the state and even in these 
places the general movement is towards greater acceptance of state dominance in society' quoted Dale, 

op cit., pp. 13-14. 
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5. The Crisis and Transition in Russia 

'Global capitalism is surely the most promising institutional arrangement for 
worldwide prosperity that the world has ever seen'. Jeffrey Sachs. ' 

'A transition that lasts two decades, during which poverty and inequality 
increase enormously as a few become wealthy, cannot be called a victory 

for capitalism or democracy'. Joseph Stiglitz 2 

When Mikhail Gorbachev came to power in 1985 the issue of improving economic 
performance was a major one for the Soviet leadership. After a brief attempt to focus on 
more discipline, the process of reform, known as perestroika and glas'nost, emerged with 
a promise of economic and political renewal. Both proved false. At the start of 1989 the 
Soviet empire in Eastern Europe seemed secure. By the end of 1989 it had gone. At the 
start of 1991 the USSR itself was chaotic, but still not apparently on the verge of 
collapse. By the end of 1991 it too had gone, collapsed into 15 successor states of which 
Russia was the largest. 

The issue of the causes, nature and consequences of the collapse of the USSR run through 
the portfolio papers. At the time, and immediately after, many commentators interpreted 
it as a direct result of what they saw as systemic failures. `Socialism' (in our terms, `state 
capitalism') had failed. For some the hyperbole knew no bounds. Vaclav Havel suggested 
that `the fall of the Communist empire is an event of the same scale of historical 
importance as the fall of the Roman empire. '3 

My work generally, and the portfolio papers in particular, have taken a more sceptical 
position. The sense of triumphalism in the early 1990s, and the speed with which the 
leaderships in the successor societies adopted `Western', `market' rhetoric squeezed 
critical views to the margin. But, as the transition continued, evidence accumulated of its 
contradictions. The space for dissenting voices widened. This was especially so after the 
Russian financial collapse of 1998. The question is can a coherent account be moulded to 
explain the failures that led to collapse in 1989-1991 and the subsequent problems of 
transition? Here I will situate the portfolio papers in the context of three debates that are 
part of this problem - the comparative failure of the old regime; the nature of the 
transition; and the subsequent issues of convergence that arose after 1991. 

5.1. The Fate of the Soviet Model in Global Perspective 

Too many accounts of the fall of the USSR view its problems in isolation. The 
perspective of the portfolio papers however remains global and historical. Table 5.1. sets 
out comparative historical data on the long run trajectory of the Soviet bloc with the good 

1 J. Sachs, 'Nature, nurture and growth', The Economist, 14 June 1997, p. 24. 
2 J. Stiglitz, 'The ruin of Russia', Guardian (UK), 9 April 2004. 
3 Quoted, R. Sakwa, Postcommunism, Milton Keynes, Open University Press. 1999, p. 1. 
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years clearly apparent in the long boom and the subsequent slow down evident in a 
comparison of the 1969-1989 data. 

When a slow down in the rate of development of the world economy as a whole began to 
appear in the 1970s there were fears that this would lead to the same type of instability 

apparent in the inter-war years. Instead overall global growth simply became slower. In 
terms of figure 3.1 (earlier), the lead group of follower countries had converged on the 
frontier of development. Growth in the form of catch up gains disappeared. Secondly, 

and most obviously in contrast with the 1930s, global linkages continued to deepen. 
Thirdly, in the wider group of economies with a potential for catch up, there has been an 
increasing differentiation of performance. There is a striking contrast between the 
successes of a group of East Asian follower economies and the failure of not only the old 
Soviet bloc, but Africa, Latin America and some other parts of Asia. 4 

Figure 5.1, based on Maddison's regional data, represents a stylised version of this 
experience in order to make the relative fate of the Soviet bloc clearer. It shows why the 
discussion of `Soviet failure' must, as the papers argue, have a wider context. Most 

conventional discussion continues to eschew this. This is partly because of a tendency to 
shy away from big questions; partly because the focus of most discussion is still 
resolutely national (or built from national building blocs); and partly because a global 
analysis immediately exposes some serious contradictions in conventional accounts. The 

argument that globalisation leads to faster growth fits ill with the evidence that since the 
1980s globalisation and slower overall growth appear to have gone hand in hand. 5 

Marxists have been more willing to consider the slow down in the global economy. They 

Taking the period since 1945 as a whole Maddison summarises this pattern as follows, 
The West is now a relatively homogenous group in terms of living standards, growth 
performance, economic institutions and modes of governance. Over the past five decades there 
has also been significant convergence in most of these respects. This is not true of the Rest. There 

are more than 180 countries in this group. They have nearly all increased their income levels 

significantly since 1950, but the degree of success has varied enormously. Most of Asia is 

experiencing fast per capita income growth. Most African countries are fairly stagnant. Most 
Latin American countries found it very difficult to keep a steady trajectory of advance in the 1980s 

and 1990s ... This divergence is even more striking in 1990-2001. In this period the Western 

group increased their income by a fifth, the Asian group by a half, Latin America by a sixth, Africa 

stagnated and in the former communist countries per capita income fell by a quarter. 
A. Maddison, 'The West and the Rest in the International Economic Order, ' OECD Observer, May 
2003. 
Maddison's forward projections assume that gaps will be stabilised and even a slight re-convergence by 
2015. Some economies will continue to converge. How great and general an impact this will have on the 
regional aggregates is less clear. Optimistic thinking in this area is endemic, even amongst seasoned 
observers, as we saw in chapter 2 with Pritchett. Even when attempts are made to explain divergence 

conventional exogenous and endogenous growth models end up pointing to eventual convergence. See, 
for example, R. E. Baldwin, P. Martin & G. I. P. Ottaviano, Global Income Divergence, Trade and 
Industrialisation: The Geography of Growth Take-Offs, Graduate School of International Studies, Geneva, 
IUI Working Paper Series no. 496, February 1998. But even if Maddison's optimism were borne out the 
problem would then be to explain why convergence is uneven and so difficult to sustain in some parts of 
the world. 
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Table 5.1 Per Capita GDP in Former Eastern Europe and USSR, 1870-1989 
(1990 international Geary-Khamis dollars, 1989 borders) 

Albania Bulgaria Czecho- 
Slovakia 

Hungary Poland Romania Yugo- 
slavia 

Russia/ 
USSR 

1870 446 840 1164 1092 946 931 599 943 
1900 685 1223 1729 1682 1536 1415 902 1237 
1913 811 1534 2096 2098 1739 1741 1057 1488 
1929 926 1180 3042 2476 2117 1152 1364 1386 
1939 1603 2882* 2838 2182** 1242** 1412** 2144** 
1969 1932 4546 6354 5062 4241 2824 3610 5225 
1989 2477 6216 8768 6903 5684 3941 6250 7098 

Figures in bold italics are proxy estimates. * 1937 ** 1938 

A. Maddison, The World Economy: Historical Statistics, Paris: OECD, 2003 p. 100-101. 

Figure 5.1 Comparative Performance of Global Regions Since 1950 

Index of Per Capita Output by Region as % of Average 
Level of USA, Canada, Australia and New Zealand 
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point, in particular, to the way in which profit rates have fallen from their peaks in the 
boom years. 6 Yet no less than conventional accounts, they have usually drawn a line at 
the Soviet bloc. They assume it to have been non-capitalist so that its experience must 
reflect different and to an extent separate dynamics. 

This stylised presentation also points to an interesting lacuna in both the portfolio and the 
wider discussion. If Japan, and the other Asian Tiger economies, eventually proved more 
successful as global circumstances changed, what was the basis of their success and why 
could this approach not be adopted by the USSR and the wider Soviet bloc? 

Table 5.2 sets out the basic data in comparative perspective for what Amsden called 'East 
Asia's superlative output and productivity performance'. 7 In the 1990s the World Bank 

argued that the secret of success of the Asian tiger group was the way in which growth 
had been market led and they had got 'prices right'. 8 This explanation of East Asian 
success was also meant to re-enforce the case for a deeper role for the market in the 
transition in the USSR after 1991. However, this market explanation led to a storm of 
criticism from specialists who insisted, in Amsden's words, that the growth 'miracle' 
was a product of the way that 'the market and state interacted impenetrably in East Asia 
to generate rapid industrialisation'. 9 Bello and Rosenfeld even talked of these economies 
as being 'command capitalist economies'. 10 

The governments of these states used an extensive range of interventions to consciously 
try to lever their economies up the international division of labour. 11 These policies were 

6 See, for example, C. Harman, Explaining the Crisis, London, 1984; A. Shaikh & E. A. Tonak, Measuring 

the Wealth of Nations, Cambridge, 1994; R. Brenner, 'Uneven development and the long-downturn: the 
advanced economies from boom to stagnation, 1950-1998, ' New Left Review, no. 229,1998; C. Dumdnil 
& D. Levy, Capital Resurgent, Cambridge Mass: Harvard University Press, 2004. These accounts all 
point to similar trends in profit rates but diverge on explanations. Only Harman tries to relate the situation 
in the 'West' to that in the 'East'. 
Alice H. Amsden, 'Why isn't the whole world experimenting with the East Asian Model to develop?: 
review of The East Asian Miracle', World Development, vol. 22 no 4,1994 April, p. 628. 
8 See The East Asian Miracle Report, 1993 

9 Alice H. Amsden, 'Why isn't the whole world experimenting with the East Asian Model to develop?: 
review of The East Asian Miracle', World Development, vol. 22 no 4,1994 April, p. 628. 

10 Quoted R. Husan, 'East Asia since the 1997 crisis, ' International Socialism, no. 92 Autumn 2002, pp. 
112-113. 

11 The table below lists some of the major policies that were used. 
Range of Polic Interventions Used by East Asian Economies 

1. Import substitution Tariffs, quotas especially in mid to high technology 
2. Export promotion Targets 
3. Financial contrails Exchange rate manipulation 

Capital controls 
4. Industrial Policy Tax 

Credit 
Direct subsidies 
Public investment in R&D 
Sharing of information 

5. Finance State banks 
Low interest rates 

6. Public ownership 
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Table 5.2 Economic I erI riººalice of the Fast Asian Countries in a Uk 1i1 
Context Since 1975 

Annual Rate 

of (growth 
1975-1995 

1975 U A' pci. 
capita in 1987 

115$ 

1997 1)I' I, rr 
capita in 1987 I IS 

-$ - Industrialised countries 2.6 12,589 19,283 
Latin America & 
('arillllcal, 

2.8 I, 694 
_'. 

u49 

South Asia 3.7 tu-1 I. i' 
South last ASI; I/Pacillc 

Fast Asia exc. China 

6.0 

8.1 
'1$ I 

1,729 

1.183 

7,018 

Fast Asla Inc. ('lllna 8.8 176 828 

Individual Countries 
long Kong 7.6 3,895 

Singapore 7.8 4,557 15,467 

South Korea 8.3 1,461 0,251 

Malaysia 7.1 1,253 1,387 
Thailand 7.8 557 1.870 
China 9.1 109 50"1 
Indonesia 5.1 

-1105 
785 

Philippines 3.0 568 
_ _. _652 

Source: R. Ilawn, 'East Asia since the 1997 crisis, ' lnlenu,! ioiuul Socialism, no. 92 
Autumn 2002. p. 101 (with corrections). 

Table 5.3 Annual ('hangs in $ Export Revenues 1971-I995 

1971-1980 1981-1990 199 I -1 995 
World 21.0 6.5 8 

I (ý. (ý Fast Asia 27.0 11.4 

Source: R. I Iutian, 'East Asia since the 1997 crisis, ' Iººlerººulinnul , SH( iuli. snº, 
no. 9?, Autumn 2002, p. 104. 
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all drawn on, but not applied in a single way. As Lall puts it: 

There were large differences ... between them [the East Asian states] in the 
pattern and extent of intervention. Japan and Korea led in the scope and detail of 
intervention, with Taiwan close behind. Among the smaller "Dragons" Singapore 
intervened pervasively and selectively, but did not protect domestic industry. 
Hong Kong intervened the least selectively, though it provided the 
`fundamentals ". 12 

Taken together, however there are some significant echoes of the Soviet experience in the 
way that these economies developed: the role of nation building; the role of political 
direction; the repression of the working class; the manipulation of prices to deviate from 
market conditions; the dependence (as we saw in section 4) on elements of extensive 
growth etc. 

The essential difference lay in the way that the leaderships of these economies were able 
to combine state and market elements with an outward orientation. This involved what is 
called `selectivity' (or `picking winners') to support the creation of first rate competitor 
industries and companies. `It was not conformance in world prices that led to success but 
the discipline of exportation orientation, ' argued Lall. 13 This involved a focus of moving 
up the international division of labour by a serious of steps. In the 1970s, for example, 
Goh Thock Tong Minister of Trade and Industry in Singapore, said that Singapore 
needed `to step into the shoes left behind by countries like Germany and Japan as they 
restructure, they from skill-intensive to knowledge intensive and we from labour 
intensive to skill-intensive' 14 Over time, by a combination of state protection of domestic 
industry and state encouragement to achieve export success, these economies were able 
to achieve their remarkable growth. Table 5.3 sets out the growth rates achieved by East 
Asia in dollar exports 

State mobilisation for outward development was not planned, at least initially. It 
developed from an attempt to find spaces in the global economy. This, however, implied 
a greater degree of freedom of manoeuvre within these societies than was available in 
Latin America and Africa where internal and external constraints limited options. Why 
could the USSR not go down this road as well? 

12 S. Lail, 'The East Asian Miracle: does the bell toll for industrial strategy', World Development, vol. 22 
no 4,1994 April, p. 646. Dwight Perkins argued that the East Asian industrialisers could be put into 
three groups: 

1. Hong Kong and Singapore 
2. Korea, Taiwan, Japan 
3. Resource rich states like Indonesia and Malaysia 

See D. H. Perkins, 'There are at least three possible models of East Asian development', World 
Development, vol. 22 no. 4,1994 April, pp. 655-661. 

13 S. Lall, 'The East Asian Miracle: does the bell toll for industrial strategy', World Development, vol. 22 
no 4,1994 April, p. 650. See also D. Rodrick, 'Getting interventions right: How South Korea and Taiwan 
grew rich, ' Economic Policy, vol. 20, April 1995, pp. 55-97. 

14 Quoted C. Handy, The Age of Unreason, London: Arrow, 1991, p. 30. 
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Unlike the Soviet Union, these economies were not under the same pressure to achieve 
compressed development. They began from low incomes and were not characterised by 
the same elements of enclave development and unevenness apparent in some other parts 
of the world. They benefited from easier access to the world market, significant US aid 
and growing foreign investment. In 1985, for example, 7% of world forei n direct 
investment went to the industrialising East Asian states and in 1995 21%. s Nonetheless it 
might be argued that, over time, they showed a flexibility that the USSR might have tried 
to emulate in its later stages (and which some of its satellites e. g. Hungary attempted). 
Why was this road not taken? 

The first obvious, and internal, reason was what is now called `path dependency'. Once 
established, the bureaucratic and isolationist tendencies of the USSR had a propensity to 
condition the way in which future development was seen. 16 But to focus simply on this is 
to miss the way in which real constraints continued to pressure the Soviet leadership to 
maintain the system. 

Not the least of these was that in the 1970s, and even early 1980s, it was not clear that an 
alternative model was available. '? The East Asian governments `learned' what worked 
for them by a combination of conscious action and discovery. Chalmers Johnson, for 
example, wrote of Japan that, it was `economic crisis [which] gave birth to industrial 
policy'. 18 

The Soviet leadership remained limited in its choices by the Cold War burden. This has 
three aspects. One was the extent of the resource drain - both quantitative and 
qualitative. Measures of this are still disputed but much can be learned by situating the 
continuing Soviet burden in the 1980s in comparative terms. Table 5.4 shows the basic 
data for the leading western countries towards the end of the Cold War era. In this 
context Melman notes that `a high military-civilian new asset ratio probably played a 
major part in the collapse of the USSR ... this military-civilian capital ratio for the USSR 

15 R. Husan, 'East Asia since the 1997 crisis, ' International Socialism, no. 92 Autumn 2002, p. 104. 
16 In late 1989 Otto Latsis, then first deputy editor in chief of Kommunist, wrote that 'we staked everything 

on what I would call the extraordinary model of development: it was a wartime economic model. 
Naturally, it performed superbly in 1941-45. The Soviet Union had one-half to one-third the combined 
industrial potential of Nazi Germany, its allies and the Nazi-occupied countries, and, moreover, lost half 
of its industry in the early months of the war. Nevertheless, in sum, it produced more weapons of better 
quality than Germany did, and won the great Victory. The glitter of that miracle blinded us for decades, 
and the command-administrative methods of the extensively developing economy took firm root in the 
country. The "rationale" of our former economic strategy was production for the sake of production', 
O. Latsis, 'Progress of economic reform in the USSR', World Marxist Review, no. 12, December 1989. 

17 Kitching argued in 1982 that development shifts were long run events and could not be evaluated on the 
basis of what might be shorter run ups and downs. He suggested that a thirty year minimum period was 
necessary. With hindsight it can be argued that the speed of the East Asian advance was so great as to 
perhaps reduce this by a decade but the point remains valid. Kitching's own 1982 account of China 
illustrates the difficulty of making an early judgement. He analysed China's situation in the early 1980s 
as a debate between a pro-rural and a more traditional pro-industrial strategy arguing that it was based on 
the latter and this was likely to continue. He had only the vaguest appreciation that a turn towards a more 
open export development had been begun in 1978. G. Kitching, Development and Underdevelopment in 
Historical Perspective, London: Metheun, 1982, p. 123. 

1e Quoted Amsden, op cit., p. 631. 
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Table 5.4 Comparative Aspects of the Late Cold War Burden in the Advanced West 

Ratio net military 
expenditure to gross 

domestic capital 
formation 1989-90 

Military research as 
a% of total 

government R&D 

Government research 
for Advanced R&D 

as % total government 
R&D 

Japan 4 9.0 13.8 
Germany 16 19.0 20.7 
France 22 41.9 17.5 
UK 25 55.2 5.8 
USA 48 65.6 3.8 

Source: S. Melman, `From private capitalism to state capitalism: how the permanent war 
economy transformed the institutions of American capitalism, ' Journal of Economic 
Issues, vol. xxxi no. 2, June 1997, p. 315. 
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... was probably more than double that for the United States 
... [but this estimate] ... 

requires a substantial elaboration. 19 

It might be argued that although most follower countries did not maintain large military 
sectors, some (e. g. Israel, Taiwan) did. However the second Cold War factor is the 
fundamental difference between these countries and the USSR. Because of the Cold War 
the USSR had to sustain its own military industrial complex. Follower countries in the 
western orbit were much more heavily dependent on western arms imports. It is also 
worth noting at this point that the formal Soviet empire probably acted as a further drain 
whereas the resources in informal empire of the US appear to have flowed more to the 
metropolis. 20 

Beyond this the Cold War continued to constrain the USSR in a third way. It was denied 
high technology imports under CoCom procedures. Exports also periodically encountered 
charges of dumping or criticism about their morality in terms of the Soviet Union's 
human rights record. Follower countries in the western orbit, in contrast, faced a positive 
political climate. Cold War politics often weakened criticisms about possible competitive 

19 S. Melman, 'From private capitalism to state capitalism: how the permanent war economy transformed 
the institutions of American capitalism, ' Journal of Economic Issues, vol. xxxi no. 2, June 1997, p. 316 

20 Attempts at a cost-benefit analysis of empire (from the point of view of the imperial power) remain 
controversial in respect of both methodology and results. The terms of the imperial relationship 
(whether formal or informal) are partly set by the relative competitive position of the states involved. 
The relationship is 'cleanest' for the most advanced states such as the UK historically, the USA today. 
Here economic, military and political power combine. When a less advanced state plays an imperial role 
the character of the imperial relationship is more ambiguous. Now the imperial state may well have a 
greater political and military dominance than an economic one. Two consequences may follow. 
Firstly, because of its relative economic weakness the imperial state may need both lower order and 
higher order commodities from its satellites. There may, therefore, be a development inducement from 
imperial rule that is less apparent if the imperial state is economically dominant. This was evident in the 
Soviet bloc throughout its history. The USSR occupied a middle rank with some of its satellites less 
advanced but others significantly more advanced. Second, if the imperial power is economically weaker, 
the natural attraction of power will also be less. Holding an empire together will be harder. As we have 
seen the relative weakness of the USSR against its satellites meant that in the Warsaw Pact it carried a 
greater share of the defence burden than the USA did in NATO. Beyond this it also played a more visible 
policing role in Eastern Europe. The 30 plus Soviet divisions maintained there faced mainly west but 
were also more visible internally than US forces in Western Europe. A greater economic commitment 
can also arise, creating another source of imperial drain. To maintain dominance it may be necessary to 
directly manipulate possible economic advantages. In the Soviet case it is well known that the USSR 
tended to pay a premium for some of its internal bloc - sphere of influence imports. It also offered a de 
facto subsidy for some of its exports, most notably oil. This made the Soviet empire a relatively high cost 
one. The exact cost varied, not least with the degree of subsidy. As the world price of oil rose in the 
1970s so the costs of empire rose, only to decline somewhat in the 1980s as the oil price fell. For a 
measure of this cost we are dependent on Cold War calculations but these are better than none at all. A 
RAND study in the early 1980s suggested that the rouble cost of empire might have risen from 2% of 
GNP to 6-7% in the 1970s before falling back somewhat. These calculations also put the average defence 
burden at around 13% of GNP in the 1970s and the empire burden at some 3-4%. C. Wolf, Jnr., 'The 
cost of the Soviet empire', Science, vol. 230, Nov 29 1985, pp. 997-1003. These shares are crude since 
the study did not attempt a full account which would also have required some recalculation of Soviet 
GNP for reasons explained in footnote 9 of Wolf's summary. 
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development or its human rights basis. Instead Asian tiger development was presented as 
a bulwark against the expansion of the Soviet side. 

I have tried elsewhere to offer a fuller account of the process, which led to the collapse of 
the USSR though I am conscious that much remains to be done. 21 My interest in making 
the above arguments here is to show how they can develop and complement the 
arguments of the portfolio papers and re-enforce the insistence that a proper 
understanding of the development of the USSR must relate any local patterns and choices 
to the way in which the USSR remained a part of the global economy. 

5.2. The Peculiar Nature of the Transition 

Perestroika was an attempt to deal with the problems of the Soviet economy, and avoid 
what Illarionov called, `the distinct possibility of [the USSR] finding itself on quite a 
different plane of social progress from the developed countries. '22 Commentators have 
divided on the nature of the transition. One debate is over what happened. At the time, 
and since, many argued that the collapse of the USSR and its disintegration was a direct 
expression of systemic failure. Others argue, more cautiously, that the speed and the scale 
of the collapse was not economically determined but a result of political crisis. 23 My own 
argument lies somewhere between these two positions. Economies do not collapse under 
the weight of their own contradictions and attempts to read the events of 1989-1991 as 
deriving from some transcendent failure of the 'system', however defined, explain 
everything and nothing. Yet it is too simple to cast the problem simply as one of politics. 
The political debates and challenges did reflect serious economic problems and 
differences over how to deal with them. Their root lay in a genuine slowdown and degree 
of paralysis and an emerging attempt to deal with this through a change in the system. 
This would involve overcoming rigidities by opening up the system economically and 
politically. 

The `revolutions' of 1989 and 1991 contained both bottom up and top down elements. 
Ultimately the top always predominated. They never became revolts from below even 
though occasionally mass action, or the threat of it, was important. Kotkin's account 
which stresses the personal responsibility of both Gorbachev, in pushing change, and 
Ligachev and others, in not pushing opposition to it too far, is excessively personal but 
draws attention to the way in which the potential conflicts were contained. 4 One 
consequence was that although organisational forms changed, a greater role for markets 
was introduced and privatisation occurred on a considerable, if murky scale - the main 
state structures continued and many of the old order were able to transform to positions 

21 M. Haynes, 'Class, crisis and the transition in Eastern Europe' in J. Rees et al, Marxism and the New 
Imperialism, Bookmarks, London, 1994, pp. 124-186; Russia. Class and Power in the Twentieth 
Century, London: Bookmarks, 2002; 'From State Capitalism to Market Capitalism. A Step Forward? ' 
American Association for the Advancement of Slavic Studies Conference, Boston, 2004 December. 

22 A. Illarianov, 'Where are we? ' Communist Economies, vol. 1 no. 3,1989, pp. 299-311. 
23 V. G. Treml, 'Why did the Soviet economic system collapse: two schools of thought' and M. Ellman., 

'Why did the Soviet economic system collapse: multiple causes of collapse' both in RFFJRL Research 
Report, vol. 2 no. 23,4 June 1993, pp. 53-55.55-58. 

24 S. Kotkin, Armageddon Averted. The Soviet Collapse 1970-2000, Oxford: Oxford University Press, 2001 
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of wealth and influence in the state and the private sector in the 1990s. As Richard 
Sakwa puts it, 

In the USSR a section of the old elite not only lost its allegiance to the old system 
but embarked on its self-emancipation, thereby converting privileges into 
property and power, formally more pluralistic forms of political interaction. The 

propertization of the old elites took place throughout Eastern Europe, but here 
the conversion of the nomenklatura into a new type of dominant class has been 
seen as the defining feature of the changes. 25 (My emphasis) 

With hindsight what stands out is the way those with power manipulated the transition - 
a point that I made in an early account and which seems to me even more pertinent 
now. 26 This involved a considerable degree of opportunism. This is evident in the way in 
which the USSR broke up. 27 It is no less evident in the way in which in Russia and the 
successor states, groups with power manoeuvred internally. 

This peculiar transformation has given rise to a second controversy. Can the resulting 
change really be described as 'revolutionary? The problem is that the term 'revolution' 
appears too big to capture what happened. Some commentators talk of the changes as 'an 

anti-revolution', 'a transcending revolution'. Some invent new terms; instead of a 
revolution we have a 'refolution'. Sakwa, having emphasised the issue of continuity, 
declares that 'the transcendence of communism almost everywhere took unrevolutionary 
forms, although the consequences were profoundly revolutionary. '28 This problem grows 
if we focus on the 'social' element. Most accounts of social revolution, and not least that 
of Skocpol, to whom many commentators want to defer, insist that it has a double 
component -a state crisis and change in the nature of the state and the substitution of the 
power of an over class by a previous underclass. 29 Although we can quarrel over the 
details, the substantial evidence is of social continuity in the former USSR in the control 
of the economy. 'Privatisation' involved a whole series of management buyouts. No less 
problematic is the evidence of state institutional continuity. Early on the extent of this 

25 R. Sakwa, Postcommunism, Milton Keynes: Open University, 1999, p. 32. 
26 See M. Haynes, 'Class, crisis and the transition in Eastern Europe' in J. Rees et al, Marxism and the New 

Imperialism, Bookmarks, London, 1994, pp. 124-186; M. Haynes, 'Some practical and theoretical 
problems of the Eastern European Transition', Economic and Political Weekly, vol. xxxi no. 8, February 
1996, pp. 467-482. 

27 This is well illustrated in the way that, three days after the failed August 1991 coup, the Ukrainian 
communist leader Stanislav Hurenko (who had supported the attempted coup) advised local 
communists, 'Today we must vote for independence, because, if we don't, we'll find ourselves up to our 
ears in shit. ' Andrew Wilson, Virtual Politics. Faking Democracy in the Post-Soviet World, Yale 
University Press, 2005, p 272. 

28 R. Sakwa, Postcommunism, Milton Keynes: Open University, 1999, p. 32. Quite where a revolution by 
'unrevolutionary' means and forms leaves any theory of revolution is unclear. 

29 Bizarrely W. Outhwaite W. and L. Ray, Social Theory and Postcomunnism, Oxford: Blackwell 2005 
suggest that the Soviet transition fits this model. Skocpol defines 'social revolution' in her study as 
involving; 'rapid, basic transformations of a society's state and class structures ... accompanied and in 
part carried through by class-based revolts from below'. T. Skocpol, States and Social Revolution. A 
Comparative Analysis of France, Russia and China, Cambridge: Cambridge University Press, 1979, p. 4; 
T. Skocpol, Social Revolutions in the Modern World, Cambridge: Cambridge University Press, 1994. 
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was, to an extent, obscured. 30 In a series of studies that draw on elements of the argument 
advanced here Glatter has likened this to the situation that would occur if an army's 
command structure disintegrated, while the existing officer class was left in effective 
control of the fragments. 31 Since 1999, however, there has been some re-establishment of 
the verticals as they are called in Russia, allowing us to see the institutional continuity 
more clearly. In other fragments of the USSR (and even its former satellites) the 
continuity was as clear if not clearer. Although he makes his argument in a different way 
to my own, I would argue that Wilson captures the essential problem when he writes that, 

The state tottered, but did not collapse, and was able to regenerate itself. In 
retrospect, the word 'revolution' hardly fits at all. 1991 was not like 1789 
(France) or even 1688 (England's elite led 'Glorious Revolution'). Deep 
structures were preserved. There was no real social revolution. The post-Soviet 
states have some new (big-business) elites, but there has been no large-scale 
displacement, let alone lust ration, of the old elites. 32 

Commentators who try to emphasise the scale of the social revolution find themselves in 
another dilemma. They also tend to argue that before 1991 Russia was not a class society 
and therefore without a ruling class. The transition might be understood in these terms as 
an outcome of inter-elite conflicts and manoeuvres. Some have adopted this approach but 
not tried to either theoretically or empirically set out the basis of elite power. 3 
Alternatively others have argued that the transition was about the creation of a ruling 
class out of a non-class ruling group(s). Lane, for example, argues in these terms. He 
solves the problem of how this class could appear from a non-class by suggesting that the 
West, and in particular, the Western institutions acted as its midwife. ° Yet the value of a 
study like that of Andrew Wilson in his account of `Virtual Politics' is that it shows quite 
clearly that those with power needed no lessons from the outside about its Machiavellian 

use. 

I have continued to argue that the change did not involve a shift in the mode of 
production so much as a change from state capitalism to a more market oriented 
capitalism. As Callinicos expresses it, the change was neither backwards nor forwards, 
but sideways. 35 1 would now seek to extend it by looking more to explore the role 

30 Wilson quotes Gleb Pavlovski, who was at the core of the Yeltsin regime's public relations front, 'the 
authorities still had control over all the main instruments of rule -a near monopoly in fact, - but on the 
other hand they couldn't do anything with them. This was the great paradox. ' Andrew Wilson, Virtual 
Politics. Faking Democracy in the Post-Soviet World, Yale, University Press, 2005, p. 39. 

31 P . Glatter, Russian Regional Elites: Continuity and Change, Ph. D thesis, University of Wolverhampton 
UK, 2001; P. Glatter, 'Continuity and change in the Tyumen Regional Elite 1991-2001', Europe-Asia 
Studies, May 2003. 

32 Andrew Wilson, Virtual Politics. Faking Democracy in the Post-Soviet World, Yale, University Press, 
2005, p. 268 

33 For a critique see P. Glatter, 'Not much class', Historical Materialism, vol. 11 no. 1,2003, pp. 243-255; 
P. Glatter, 'An elitism of our time', Unpublished paper Presented at Praxis Conference Moscow, June 
2003 

70 D. Lane, 'Revolution, class and globalisation in the transition from state socialism', European Societies, 
vol. 7 no. 1, March 2005, pp. 131-155. 

35 A. Callinicos, The Revenge of History: Marxism and the East European Revolutions, Cambridge: Polity, 
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played by institutional state continuity - the continuity in the state bureaucracy, armed 
forces, police, judiciary and so on to complement the broader summary of the evidence, 
the way in which wider groups within the ruling class were able to run the transition, 
albeit with some reordering of their relative position, and as we shall see a substantial 
increase in their collective wealth. 

5.3 The Transition, Convergence-Divergence and the Return of the Russian State? 

In this final section I will consider how the portfolio papers relate to the experience of 
Russia since 1991. Instead of an anticipated market-based, rapid convergence, the 
transition brought economic collapse, disintegration and disarray until 1998-1999. A 
limited recovery then began whose nature remains in dispute. The old system had failed 
but the new one hardly seemed to be the solution either for the mass of Russians. Some, 
however, did remarkably well even as the economy shrank and average incomes 
plummeted. 

The intensity with which market solutions were offered in the 1990s reflected not just a 
wider shift away from `state capitalism' but the strength of the ideological gloss put on 
the change. This served to exaggerate the degree of change that had occurred in other 
parts of the world and create a misleading image of what might be possible or wise in 
Russia and the other successor states of the USSR. 36 

During the 1970s and the 1980s in the West a growing scepticism had developed about 
the capacity of the state to solve economic problems whether in the advanced or the poor 
countries. This shift was quite independent of events in the USSR. It was more evident as 
a trend in some parts of the west than others. In particular, a positive view of the state 
seems to have peaked in the USA and the UK in the early 1970s. This wilted as problems 
intensified and the state solutions seemed unable to deliver positive results. In the 1980s, 
therefore, the ideology of the mixed economy gave way to governments inspired by 
ostensibly more market driven programmes - Thatcherism in the UK and Reaganism in 
the USA. 37 What some subsequently saw as an 'Anglo-Saxon' approach also came to be 
associated with the World Bank and the IMF (not least because of US influence there) 
and later the WTO, by which route its impact in the `third world' was spread. 38 This was 

1991. 
36 The most notorious example of this was D. Yergin & J. Stanislaw, The Commanding Heights. The Battle 

between Government and the Marketplace that is Remaking the Modern World, New York 
: Touchstone, 1998. 

37 As Edward Luttwak summarised the situation in the late 1990s, 
At present, almost all elite Americans, with corporate chiefs and fashionable economists in the 
lead, are utterly convinced that they have discovered the winning formula for economic success - 
the only formula - good for every country, rich or poor, good for all individuals willing and able 
to heed the message, and, of course good for elite Americans: Privatisation + Deregulation + 
Globalisation = Turbo-Capitalism= Prosperity. 

Quoted T. Frank, One Market Under God. Extreme Capitalism, Market Populism and the End of 
Economic Democracy, London: Secker & Warburg, 2001, pp. 16-17. 

38 I have discussed this in M. Haynes, 'IMF/World Bank - get the banks off our backs', Socialist Review, no. 
244, September, 2001. This was subsequently translated as 'FMI e banco mundial: o que sAo e para que 
servem? ', Lutta Global http: //socialista. tripod. com 
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the vision of transformation that was also taken up in Eastern Europe after 1989 and the 
successor states of the USSR in 1990-1992. The argument made was that there would be 
some short term disruption but the more market driven economic reform there was and 
the more rapidly it was applied, the more integration there was with the global economy 
and the more speedily it was achieved, then the shorter and less painful would be any 
transition crisis. 

The portfolio and related papers and books argue that these views were unrealistic. In 
two more general papers, written with Dr. Rumy Husan, we try to show that `growth 
alone' scenarios make no sense, even in their own terms. Market driven catch up based 
on faster growth, even if it could be delivered, implies long periods of catch up; 
implausibly high catch up levels of output per head and unsustainable global 
environmental loadings. We do not dispute the importance of growth but we argue that it 
must be accompanied by global redistribution if the inequalities in the global economy 
are to be evened out. 39 

What of the argument that catch up is already working across the globe? In other papers 
with Dr. Husan we argue that the evidence continues to be more ambiguous than is 
evident in the propagandist claims. 40 Much of the discussion we survey and the advice 
offered reflects a naive approach to exercises in growth accounting and arithmetic. In 
particular we have tried to highlight this in a paper that challenges one such scenario 
building of market driven catch-up applied to the transition bloc. Thus, even if we ignore 
the debate noted earlier about the basis of the successful examples of catch-up, the idea 
that the market can provide an easy solution, judged globally, is false. 

In the early 1990s such doubts were not apparent in mainstream transition discussion. 
`Where in 1979 perhaps 40 per cent of the world's population lived in countries in which 
the market economy was the dominant ideology, ' wrote Hamish McRae in 1996, `more 
than 90 per cent does today '41 The market was the solution and local systems were to be 
able to be redesigned, integrated into the global market, and a new potential unleashed. 

Jane Hardy has identified four main ways in which economists approached the question 
of the malleability of the economy ̀ in transition'. 42 The first two reflected what has been 
called the ̀ designer capitalism' approach. The transition states were pictured as tabula 

39 M. Haynes and R. Husan, 'National inequality and the catch-up period: some growth alone scenarios' 
Journal of Economic Issues, vol. xxxiv no. 3, September 2000, pp. 693-705; M. Haynes and R. Husan, 'A 
Note on the implications of Global Convergence under a Non-Redistributive solution' Journal of 
Economic Issues (US), vol. 37 no. 3, September 2003, pp. 805-812. 

40 See, for example, M. Haynes and R. Husan, 'Somewhere over the rainbow': The Post Soviet Transition, 
the Market and the Mythical Process of Convergence' Post Communist Economics, vol. 14 no. 3, 
September 2002, pp. 381-398 and the subsequent reply by A. Brezeski & E. Columbatto, `Barking Up the 
Wrong Tree: A Reply to Haynes and Husan', Post-Communist Economics, vol. 14 no. 3, September 
2002, pp. 399-400. 

41 Quoted R. Sakwa, Postcommunism, Milton Keynes: Open University, 1999, p. 109. 
42 See J. Hardy, An Institutionalist analysis of foreign investment in Poland: Wroclaw's Second Great 

Transformation, Unpublished Ph. D thesis, University of Durham, chap. 2; J. Hardy, 'Institution building 
or institution bending. The role of aid and foreign investment in transforming the Polish economy' 
forthcoming in Review of International Political Economy. 
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rasa. The old could be swept aside and new economic forms created. The choice 
appeared to be between one of two designer models. The straightforward market 
approach was identified with the Washington Consensus. 43 So strong was the political - 
institutional support for this that the alternative designer argument -a variant of what 
was pictured as a more directed East Asian style model - was squeezed to the margins. 
Amsden noted, at the time, that `in Eastern Europe the [World] Bank's only possible 
competitor is Sachs Associates'44 

As the transition failed, however the idea of a `designer capitalism' approach began to be 

questioned. These economies were not tabula rasa and markets, directed or free, needed 
substantial institutional support. By the second half of the 1990s a focus on institution 
building became more evident. Yet, as Hardy stresses, while institutionalism offers a 
better basis of both the possibilities and limitations of change, it leaves the issue of where 
and how the institutions are to come from unclear. Indeed the perspective seemed, by the 
late 1990s, to involve designer capitalism with an institutional face, the assumption being 
that a degree of easy institutional plasticity existed. In another paper Dr. Husan and I also 
argue that institutions are not only the outcome of history but of a social conflict 
structured by class and class contradictions. 45 This is analogous to the fourth approach, 
what Hardy calls `radical institutionalism', which has a long history from Marx to Veblen 
to later writers. The implication of this is not that economies cannot be changed. It is that 
they cannot be changed in disregard of the power relations that underpin them. If this is 

°J John Williamson, who originated the concept, of the Washington Consensus later summarised it in ten 
points: 1. a guarantee of fiscal discipline, and a curb to budget deficits; 2. a reduction of public 
expenditure, particularly military and administration; 3. tax reform, for a broad tax base and effective 
enforcement; 4. financial liberalisation, with market determined interest rates; 5. competitive exchange 
rates to assist export led growth; 6. trade liberalisation, coupled with abolition import licensing and tariff 
reductions; 7. promotion of FDI; 8. privatisation of state enterprises; 9. deregulation of economy; 10. 
protection of property rights. M. Steger, Globalization. A Very Short Introduction, Oxford: OUP, 2003, 
p. 53. 

44 Alice H. Amsden, 'Why isn't the whole world experimenting with the East Asian Model to develop?: 
review of The East Asian Miracle', World Development, vol. 22 no 4,1994 April, p. 633. In the first 
stages of transition the economist Jeffrey Sachs became the face of Western policy advice, working with 
the Polish, Estonian, Slovenian and Russian governments. Sachs wanted an altruistic policy of western 
debt relief and a rapid dash for the market. His group swept aside arguments that the former would 
not happen and the latter was inappropriate. As David Ellerman, a former World Bank economist, later 
put it, 'only the mixture of American triumphalism and the academic arrogance of neo-classical 
economics could produce such a lethal dose of gall'. When transition problems grew Sachs argued that 
governments were not following his advice but he also became sharply critical of western and especially 
US policy. He then reinvented himself as an advocate for the abolition of world poverty. This should not 
obscure his role in the 1990s or the issue of the appropriateness of the economic advice - what one 
Slovenian official reportedly called 'simplistic ... kindergarten stuff. In the late 1990s two of Sachs' 
American academic associates working in Russia, Andrei Schleiffer and Johnathan Hay, were indicted 
by the US authorities in the midst of accusations of what was effectively insider trading. Sachs' Harvard 
International Institute of Development was quickly closed by the university authorities and he moved to 
Columbia. University. In 2005 Schleiffer and Hay agreed to a settlement of $31 million with the 
authorities. D. Henderson 'The long, strange career of Jeffrey Sachs', Left Business Observer, no. 111, 
August 2005. 

45 M. Haynes & R. Husan 'Market Failure, State Failure. Institutions and Historical Constraints in the East 
European Transition' Journal of European Area Studies, vol. 10 no. 1, May 2002, pp. 105-129 
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attempted then the results will be moulded by these power structures and come to reflect 
their interests. This is exactly what happened in Russia. 

Everywhere the transition involved massive output collapses and a diminution of 
`national' power and status and not least for Russia itself. But seen in class terms the 
story becomes more complicated. Even as output collapsed there was a huge swing of 
both wealth and income towards the top and its de facto and (often subsequently) its de 
jure privatisation. Collective control and appropriation gave way to a more (but not 
exclusively) individualised form of control and appropriation. This partly involved the 
take over of state forms but it also involved using access to resources to develop 
economic activity in the shadows. On one estimate by the mid 1990s some 40% of output 
was being generated in the shadow economy compared to 12% in 1989. Table 6.5 sets 
out the changing distribution of income. The data for 1991 suggest that the USSR was 
already characterised by significant income inequality, comparable to a number of 
western societies. Yet in the 1990s there developed what Milanovic has called, `an 
explosion of inequality. 46 One way of thinking about this shift therefore is in terms of a 
movement from a system of ordered exploitation to an intensive period of disordered 

47 exploitation. 

An enormous price has been paid for these changes by the mass of Russian workers. The 

economic collapse led to privation. In the first period of the transition hyper-inflation 
wiped out the savings of those who could not put their money into dollars or some other 
western currency. It slashed the real value of wages. 48 Unemployment and disguised 

unemployment became widespread. The birth rate was pushed sharply below its normal 
trend line of decline. Even more dramatically the death rate rose, especially for adult 
working class males who were one of the groups hardest hit. Russian men developed the 
highest death rate for their group in Europe. The suicide rate rose from 14 per 100,000 in 
1990 to 40 per 100,000 in 2000, the murder rate more than doubled from 14 to 31 per 
100,000 1990-1995. 

No other modern society has ever experienced such a demographic crisis outside of the 
impact of war, famine or some other catastrophe or disaster and this was at the centre of a 
book I co-authored with Dr. Husan whose focus extends the analysis of the portfolio 
papers into the demographic account. 49 Workers were thrown back on their own 
resources and even enterprises. The chances of building on an emergent solidarity, which 

46 B. Milanovic, 'True world income distribution, 1988 and 1993: first calculation based on household 
surveys alone', Economic Journal, vol. 112 no. 1,2003 January, p. 66. 

47The biggest redistribution was away from the bottom 40%. Initially there was some relative gain by the 
top 40% but soon even the 4t' quintile struggled to hold its relative share, and within the top group, as 
can be seen from the decile ratio which peaked in 1994, the biggest gain went to the top 10%. 

48 As inter-enterprise relations became more difficult for employers and the state's tax base weakened, a 
huge backlog of wage payments developed. By the autumn of 1998 wage arrears affected 70% of the 
Russian workforce. Wages were being paid months late at reduced cash levels (because of inflation) or 
even in kind. 

49 M. Haynes and R. Husan, A Century of State Murder? Death and Public Policy in Russia. London: Pluto 
Press, 2003. 
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Table 5.5 Income Distribution In Russia, 1992-2000 

1992 1993 1994 1995 1996 1997 1998 1999 2000 

Quintile 
Poorest 20% 6.0 5.8 5.3 5.5 6.2 6.2 6.2 6.2 5.9 
Next 20% 11.6 11.1 10.2 10.2 10.7 10.6 10.5 10.6 10.1 
Next 20% 17.6 16.7 15.2 15.0 15.2 15.1 14.9 14.9 14.5 
Next 20% 26.5 24.8 23.0 22.4 21.5 21.4 21.0 21.0 20.9 
Richest 20% 38.3 41.6 46.3 49.9 46.7 47.4 47.3 47.3 48.6 

Gini Coefficient 0.289 0.398 0.409 0.381 0.375 0.375 0.379 0.394 0.401 
Decile ratio 8.0 11.2 15.1 13.5 13.0 13.5 13.4 13.9 

Source: L. Ovtcharova, What kind of Poverty Alleviation Policy Does Russia Need?, 
Russian-European Centre for Economic Policy Research paper, 2001, May, pp. 19-20 
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had been evident in 1989, were seriously diminished. 50 As Javeline has put it `the most 
generous estimates of strikers and protestors in Russia in the 1990s still represented only 
1 or 2 per cent of all Russian workers .. '51 

The idea that speedy integration into the global economy would provide a positive 
climate was also misleading. A central idea here was that of `creative destruction'. It is 
questionable whether this phrase makes much sense in any context. In the transition 
states, I have argued that what happened was more akin to `destructive destruction' or 
`perverse restructuring'. These economies had grown up trying to competitively duplicate 
the more developed and interacted structures in the west. Opening them up to competition 
would therefore throw their viability into question whether they were 5 or 50% less 
efficient. As Thane Gustafson put it in 1989, `[the Soviet economy's] past is written into 
the composition and location of its capital stock, the patterns of its roads and railroads, 
the size and type of its plants, the distribution of its manpower, the kinds of fuel it burns 
and ore it uses'. 52 

In the abstract it is not difficult to imagine a co-operative rather than a competitive 
restructuring. This might have built on the positive basis which, for all its inefficiencies, 
was real. But in a competitive world, integration into the global economy took a 
competitive form. This implied, with or without Russia's internal problems, the 
destruction of swathes of industry. The myth of creative destruction is that resources 
would be released by this to lay the basis for new growth. This has not happened. The 
Russian economy was, albeit unevenly, restructured downwards in the international 
division of labour. 

It was argued that foreign investment could mitigate this and act as a catalyst for positive 
changes But it soon became obvious that large transfers of FDI would not be 
forthcoming. `The overall volume of FDI in the region ... falls dramatically short of the 
external capital required for a rapid increase in the standard of living' wrote one OECD 
author in 1994. Nothing much has changed since then for Russia and most transition 
countries. 54 

50 On the situation of the miners see, for example, R. Ferguson, 'Will democracy strike back? Workers and 
politics in the Kuzbass', Europe-Asia Studies, vol. 30 no. 3,1998, pp. 445-468. 

51 D. Javeline, Political Passivity and Russia's Health Care Crisis, Kennan Institute Occasional Papers 
no. 287,2004, p. 2I have additionally discussed some of the issues posed by the transition for the 
labour movements in the former Soviet bloc in a review article, 'Workers After Workers' States', 
Labour/Le Travail, no. 53,2004. 

52 Quoted S. Kotkin, Armageddon Averted. The Soviet Collapse 1970-2000, Oxford: Oxford University 
Press, 2001, p. 113. 

53 The standard optimistic approach to foreign direct investment stresses its positive role in terms of : 
provision of financial resources; provision of a means of technology transfer; provision of a means of 
knowledge transfer and in particular technique, management skills, general business culture; provision of 
access to external markets. It was suggested that Eastern Europe would benefit from FDI especially 
because of its favourable situation in respect of: supply factors - natural resources, skilled labour force; 
demand factors - large markets, the shortages of modern goods. 

sa R. Alter, 'Investing in Eastern Europe. Catalyst for Transition', The OECD Observer, no. 186, February- 
March 1994, p. 28. 

71 



Throughout the 1990s, the attitudes of Russia's rulers reflected both enormous cynicism 
and naivete. The two were connected. Every ruling class has to balance the narrow self- 
interest of its members with its collective interests. They do not always succeed. In the 
case of Russia wholesale personal plunder of resources was accompanied by a substantial 
weakening of the Russian state and a decline in Russia's global position. 55 It was 
assumed that this did not matter or that Russia's competitors would be so generous as to 
not take advantage of this. This was a serious misreading. Externally the Russian state 
was pushed aside. `Evidently some people in the United States establishment, 'Henry 
Trofimenko commented in 1996, `are now confusing Russia with Puerto Rico. '56 
Internally a sense of the need for a more coherent approach and system began to re- 
emerge. The problem was, pace the radical insitutionalist argument, that the distribution 
of power and influence had shifted and neither internally nor internationally could 
Russia's previous position be re-established. 

In 1999 Vladimir Putin came to power as the favoured successor of the Yeltsin clan and 
its wider base. Since then two things have happened in respect of Russia's economic and 
its global position. Putin has gradually begun to establish a more coherent vision and 
draw together some of the reins of power. How far this has gone remains disputed. I have 
set out elsewhere an argument that Putin still has a long way to go to re-establish order, 
Behind the rhetoric much of what he has done has involved compromises and deals with 
parts of the ruling class. Certainly part of the public space previously open in the 1990s 
has been closed down. Still Putin's Russia is far from being the 'well-ordered police 
state' that some see as his aspiration. 57 

The second change, since 1998-1999, has been a degree of economic recovery. In 1998 
Russia was swept up in the global financial crisis that had begun in East Asia. This 
marked the end of a `transition' era. In a related paper, written with Dr. Peter Glatter, we 
examined Russia in the 1990s through the prism of this crisis. 58 Since then the economy 
appears to have surged. Three broad explanations have been offered for this. 59 The most 
optimistic is that, after a decade of disorder, a new basis for long-term growth has been 
created. Few are prepared to go this far. Second, this growth could be ` recovery growth' 
and will therefore slow as the recovery exhausts itself. There does appear to be an 
element of this. 60 Third, growth has been a fortuitous by-product of western policy and 
not least the conflict in Iraq which drove up oil prices and provided serious windfall gains 
for all Russia's energy production and not least the oil sector itself. 

53 Wilson suggests that Russian politics is a virtual world to 'disguise the preservation of the old elite 
structures of power and their fusion with 'new' business opportunities, creating a giant state holding 

company, a permanent revolving door for melding political and economic power. ' Andrew Wilson, 
Virtual Politics. Faking Democracy in the Post-Soviet World, Yale, University Press, 2005, p. 89 

56 Quoted R. Sakwa, Postcommunism, Milton Keynes: Open University, 1999, p. 66. 
s' For my assessment of Putin's situation in early 2005 see M. Ilaynes, 'Putin's place in the New World 

Order', Socialist Review, no. 296, May 2005, pp. 23-25. 
58 M. Haynes & P. Glatter, 'The Russian catastrophe', International Socialism, no. 81, Winter 1998, pp 45- 

90. 
59 See M. Ellman, 'Russian economic boom, post 1998. Illusion, miracle or recovery? ', Economic and 

Political Weekly, vol. xxxix no. 29, July 17-23 2004, pp. 3234-3237. 
60 E. Gaidar, 'Recovery growth and some peculiarities of the contemporary economic situation in Russia', 

Post-Communist Economies, vol. 15 no. 3, September 2003, pp. 299-312. 
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The explanation for the recovery seems to be a combination of the latter two factors. The 

significance of an oil boomlet should not be underestimated. The problem is whether the 
gains can be sufficiently generalised and turned into the basis for wider growth. The key 
issue, following the arguments of the portfolio papers, is investment. Yet investment in 
Russia continues to remain far too low. Because of this it is difficult to see that a 
sustainable pattern of growth is being created which could underpin a longer run 
comparative recovery. Output per head will rise but it will be a long time before Russia 

attains its relative position of 1989 let alone goes beyond it. 

Thus the catch-up problem remains unsolved. Neither market nor state action in the past 
century has offered a solution. 61 Nor has isolation from, or integration into, the global 
market. So is there an alternative? If Fukuyama is correct and history has ended the 
answer would appear to be no. This idea has seemed to make sense to conservatives. It 
has also seemed to make sense to many, previously on the left, who identified the USSR 
with an alternative to capitalism. Sakwa talks of `the end of the belief in the liberating 
potential of revolutionary change and the idea of revolution as improvement being 
irrevocably dead. '62 

But if, as the portfolio papers argue, the USSR was not that alternative then these 
conclusions do not follow. Moreover the view, whether made optimistically or 
pessimistically, that global economy now has a fixed form has come under renewed 
attack at the turn of the new century. The 'anti -global isation' or 'anti-capitalism', even 
'anti-war' movement has begun to offer a challenge to the idea that there are no 
alternatives. The portfolio paper `Globalisation in Eastern European and the Former 
Soviet Union' in E. Bircham & J. Charlton eds., Anti-Capitalism, A Guide to the 
Movement, Bookmarks, London, 2001 shows that as yet in Russia this has found only 
weak echoes. But the paradox of openness is that it also brings the possibilities of new 
political linkages. My history of Russia, written in parallel with the portfolio papers, was 
an attempt to use this opportunity to try to redraw some of the debate on Russia in a way 
that is complementary to the thrust of the papers discussed here. 

What will emerge is unclear. But one of the benefits of an approach that does not eschew 
comparison and history is that one becomes aware of how quickly in the past confident 
prognoses have been made and falsified. The left has frequently been caught out this way. 
So too have been those who see the future only as an extension of the present. Rereading 
some of the transition literature in order to better situate the portfolio papers in this 
introduction, I have been struck by echoes of the range of confidence and despair evident 
in Europe in the years of restoration and reaction after 1815. Today historians struggle to 
understand how the conservatives of that time, and the many who threw their lot in with 
them, could have been so mistaken. Perhaps a future generation of historians will look 

61 It is difficult to avoid recording a degree of perverse pleasure over the way that certain Russian 
economists, closely associated with the turn to the market, have begun to look more critically at the 
issues discussed here. See, for example, V. Mau, `Post-communist Russia in the post-industrial world: the 
quest for catching-up policy', Post-Communist Economics, vol. 15 no. 3, September 2003, pp. 313-330. 

62 R. Sakwa, Postcommunism, Milton Keynes: Open University, 1999, p. 89 
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back with the same puzzlement at some of the mistakes of the Cold War and post Cold 
War eras that the portfolio papers try to challenge. 
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Marxism and the Russian Question in the Wake of the Soviet Collapse 

The owl of Minerva, Hegel famously suggested, flies out at dusk bringing with it 

wisdom. If it were this simple, the world would be brimming with enlightenment as 
to the nature of the former Soviet bloc, for it is difficult to imagine a darker dusk than 
that which overcame it between 1989 and 1991. In the absence of a fundamental 

overthrow from below, the disintegration of the Soviet Union will probably go down 

as the most spectacular peacetime collapse of any great power in history. As Michael 
Cox expresses it in his essay'Whatever Happened to the USSR', within two years the 
Soviet Union had disappeared as an imagined alternative to Western capitalism, as a 
threat to the West, as an empire and as a functioning example of supposedly planned 

economy. Faced with this, the mainstream body of Sovietologists were thrown into 
disarray and threatened with speedy redundancy. Now what Cox calls a 'much derided 

and somewhat demoralised group (p. 13)', they were swept aside as gangs of marauding 
Western 'carpetbaggers' (the term used by Richard Portes) could be seen in Moscow 

and the other capitals of the former Soviet bloc hawking market prescriptions for 

success. ' Yet, within a few years, these too had failed, perhaps even more spectacularly. 
If the leaders of the old Russia drove it to stagnation, then the leaders of the new 
Russia, and their army of Western advisers, have presided over a collapse without 

parallel in peacetime world economic history. Today, what is left of Russia lies prostrate 

with an output per head less than half of what it was a decade ago. 

' Portes 1994. 
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To make sense of this is obviously a major task for any theory aspiring to explain 

the modern world. Yet, whether in the mainstream or on the Left it seems as if, with 

the exception of Fukuyama's famous thesis, the shock of the Soviet collapse has 

produced paralysis rather than engagement. In the 1950s, at the height of the Cold 

War, Daniel Bell wrote a famous essay called 'Ten Theories in Search of a Soviet 

Reality', in which he argued that the study of the Soviet bloc was overloaded with 
theory unsupported by enough empirical work= Now, it almost seems that we are 

overloaded with empirical studies, which pour out from Western journalists, academics 

and transitologists as well as bewildered commentators from the former Soviet bloc. 
Instead of a dearth of facts, we have ten times ten of them in search of an adequate 
theory. 

Cox's edited collection of essays is an attempt to address the issue of why pre-1991 

studies of the USSR failed to predict the Soviet collapse. It is certainly impressive that 
he has managed to bring together so many well-known academic commentators to 

address this question. Moreover, those who delight in the embarrassment of others 
will have some fun as the authors try to deal with the question of what went wrong, 
though they usually find it easier to see the problems in others than their own accounts. 
. But to what extent were earlier views really deficient? Although Cox and several 

other contributors broach the problem of the criteria by which we should judge whether 

an approach to Russia succeeded or failed, no such criteria clearly emerge from the 
book If an approach declared that the Soviet system was fundamentally sound or, 
stable then, presumably, we can convict it of major failure. This is why the view that 
Russia and its satellites were 'healthy socialist societies' and superior to Western 

capitalism has collapsed, though, given the scale of the crisis that followed, it is not 
surprising that, for some, a nostalgic view of the old looks more credible in 2002 than 
it did in 1990. But by the end of the Soviet regime few, even in the Western Communist 

parties, were prepared to argue for its superiority, although many were initially deluded 

by the renewal prospects of 'perestroika' and 'glasnost'. 
Most commentators recognised that there were serious problems in Russia in the 

1980s - the problem was that they did not see the speed of the collapse coming. But 

a theory cannot `stand by its success or failure in predicting a discrete event whose 
character inevitably will have contingent elements. The only people likely to be 

successful here are the academic equivalents of the men with signboards who go out 

every day predicting that'the end of the world is nigh'. Thus, when Richard Sakwa 
defines the Soviet system as a '74 year long regime of crisis management', one feels 

that his sign should read 'the end of the world was always nigh' but not treat the 

' Bell 1962. 
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suggestion much more seriously than that (p. 184). That such predictions (or, in Sakwa's 

case, a retrodiction) eventually get it right is not, of course, a tribute to their analysis 
but to their persistence in upholding a wrong theory until, for quite different reasons, 
the slogan (for it is no more than that) proves appropriate. 

In science, the theory of evolution can and should guide our understanding, but it 

cannot be used to predict the form and timing of evolutionary turns with any great 

precision. The same limitations of prediction exist with social behaviour. The theory 

of imperialism, for example, could predict that at the start of the twentieth century, 

war was likely and, once the First World War had broken out, it could help us 

understand how and why. But it could not predict ex ante that war would break out 
in 1914, let alone August 1914? Yet, a disturbing number of contributors to Cox's 

volume seem to judge the success or failure of approaches to the USSR by just such 
'predictive abilities', or perhaps we should say predictive guesses. In these terms, 

however, even the most damning critics of conventional approaches to the USSR have 

difficulty in offering us really convincing examples of their own predictive successes. 
It is not difficult, then, for defenders of mainstream Sovietology to rebut these examples 

and to claim that they too 'saw it coming'. 
Beyond this, the success or failure of a theory depends on Its ability to offer an 

explanation of the long-run rise and fall of the Soviet system - but no commentator 
in the Cox collection has anything more than a few cursory comments to make on 
this bigger problem. Moreover, this is not a question that can simply be answered in 

terms of the Soviet system itself. Cox is right to say that much Sovietology reflected 
'small scale thinking about small scale problems' (p. 5)' But the problem is greater 
than this. For example, the overused aphorism that the Soviet regime 'was the longest 

detour from capitalism to capitalism in the twentieth century' implies not only 

something about the character of the Soviet Union but also about capitalism itself. 

But part of the traditional difficulty with much Sovietology was that it was a ghettoised 
field, built around assumptions that the Soviet regime had a special character all of 
its own. One could spend a lifetime investigating this without needing to have any 
knowledge of capitalism other than that which could be pulled off the shelf - for 

'capitalism' was that which was given or someone else's subject. Thus, the redundancy 

of the Sovietologist was doubly painful - not only did the subject that they proclaimed 

to be unique disappear but often they had no other 'skills' to fall back on. 

We would suggest that an adequate political economy of the USSR must be able to 

offer an explanation of at least six things: 

3 And, of course, much of the theory was developed in response to the outbreak of war in 
1914. 

See also pp. 16-18. 
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i. The nature of the 1917 revolution. 
if. The nature of the gradual shift between 1917 and 1928, whether in terms of 

degeneration or something else. 
iii. The nature of the system established in the year of the First Five Year Plan 

and its early successes. 
iv. The explanation for the subsequent failure of that system in the late twentieth 

century. 
V. The character of the transition that followed the disintegration of this system 

in 1989-91. 

vi. To set all of this within the wider framework of the development of world 
capitalism in the twentieth century. 

This is an enormous agenda; but it is here that those on the Left, critical of Soviet 

claims to 'socialism', should be able to demonstrate their superiority. Moreover, the 
Russian question raises wider issues that, even after the Soviet Union has disappeared, 

still bedevil discussion. 

In particular, the influence of the Russian question fed back into the discussion of 
the limits of capitalism in three areas. One was capitalism's early development out 

of feudal society. If there is confusion over whether or not capitalism has ended, then 

there must obviously be confusion over when and how it begins, for both require the 

same clarity about what constitutes capitalism. Aspects of the Russian question have, 

therefore, implicitly been part of the debate about origins, not simply because writers 
like Dobb and Sweezy engaged in both debates, but because they are aspects of the 

same debate. No less the expansion of capitalism into backward countries through 
formal and informal colonialism also raises the question of when capitalism begins 

and ends. It is striking that, after unevenly productive flurries of interest, this debate 

tended to wither. It is not difficult to see that many commentators had at the back of 
their r Lind the fear that, if they advanced too far in one direction, they might open 

up a can of worms in the Russian debate and vice versa. This is obvious, for example, 
in the debate on American slavery. Here was a system integral to the development 

of capitalism, but one where slave production provided the basis of the cotton economy 
in the American South. The open and sometimes hidden complications of issues like 

this (and forced labour in the colonial world) also explain why fora time the idea of 

articulated modes of production proved so popular. This approach allowed Its 

proponents to maintain relatively simple, if not simplistic, concepts of modes of 

production and argue that the complexity lay in dissecting their interaction. The third 

area intimately tied up with the Russian debate is the character of other parts of late 

capitalism. Not least of the problems here has been the general tendency for state 
intervention to increase, the more generalised nature of war and war economies and 
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the particular question of fascist regimes as well as the different forms that have 

developed in more backward capitalisms, all of which appear to have at least some 

resemblance to the forms that existed in the Eastern bloc under Soviet control. All of 
this means that the theoretical significance of the Russian question will continue to 

outlive the USSR and similar societies as 'really existing forms'. 
Left-wing critiques of the USSR and similar societies have a long history, and parts 

of them have been plundered, often unacknowledged, and disembowelled of their 

political thrust by much Western Cold-War writing. But Cox suggests that 'those on 

the left who were preoccupied with the Soviet Union - and that meant nearly all of 
them - seemed no more capable of understanding the dynamics of the system than 

their more mainstream colleagues' (p. 25). 1 In his case, the exception is the approach 

associated with Hillel Ticktin and the journal Critique with which Cox has long been 

associated. ' But Paresh Chattopadhyay and Neil C. Fernandez both argue that a more 

effective analysis of the Soviet system can be made if it is seen as a form of capitalism. 
However, in their own ways, they develop versions of this argument at variance both 

with each other and with what, in Britain at least, has been the most substantial 

attempt to develop a state-capitalist analysis of Russia - that deriving from the work 

of the late Tony Cliff. ' To make sense of their arguments and to situate them in the 

wider debate about the Russian question, we will first set out the three main approaches 
to this issue that developed on the anti-Stalinist Left. We will then consider the problems 
that the collapse of the Soviet system created for these approaches before finally 

assessing how Chattopadhyay and Fernandez deal with three major issues - the nature 

of capitalism in general and the capitalist character of the Soviet system in particular, 
the issue of the dynamic of the system and its rise and fall, and the question of class 

struggle 

s So as not to mislead readers of this review article, I should declare an interest in as much 
as I have a minor walk-on role in Cox's hall of infamy. This is as a representative of the 'theoretically 
idiosyncratic view' that the USSR was a form of state capitalism and someone who argued in 
1987 that the underlying crisis in the Soviet Union was different in degree rather than kind from 
that in the West (Haynes 1987). I am happy to leave it to interested readers to judge how far 
adrift the offending article was. 

Ticktin 1992, pp. 14,166. Before the 'legend' of infallibility sets in completely, we should 
note that Ticktin in this book - the substance of which appears to have been completed just 
before the August 1991 coup - so far from 'getting it right' in any precise sense, suggested that 
his analysis 'does not imply that the USSR will break up tomorrow. On the contrary, the USSR 
has its own form of limited stability as well as its form of decay'. He also suggests - despite the 
lessons of 1989 - that 'in the end the disintegration must reach a point where the workers will 
constitute their own collectivity and so become a class and make their own bid for power'. 
Similarly puzzling was his suggestion that the Eastern European states would be the natural 
allies of Russia after their initial euphoria has worri off. 

Cliff 1974. 
"A different perspective is provided on the issues discussed here in a series of articles on 

'What Was the USSR? ' in the journal Aufheben, 1997-2000. 
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Three approaches 

Essentially, three critical positions developed on the Left - that the USSR was some 
form of degenerate workers' state, that it was a new social form that was neither 

capitalist nor socialist, and that it was some form of capitalist society. The first of these 

was associated with Trotsky and his supporters. Trotsky had, of course, been, with 
Lenin, the major figurehead of the 1917 revolution and its defence in the Civil War. 

But, from late 1923, he moved into a position of more open opposition to the increasing 

bureaucratisation of the revolution. The subsequent long struggle of Trotsky and his 

supporters to make sense of the development of Stalin's Russia as a 'degenerate 

workers' state' is well known and well rehearsed elsewhere. 9 Here, we will simply 

note that at the core of this theory has been the argument that nationalised property 

relations preserved the foundations of socialism in Russia even as the bureaucracy 

usurped the power of the working class. But, insofar as this bureaucracy rested on 
these selfsame nationalised property relations, it could not play a decisive independent 

role in history and had to act to protect them. The bureaucracy 'is compelled to defend 

state property as the source of its power and its income. In this respect of its activity 
it still remains a weapon of the proletarian dictatorship. "' In fairness to Trotsky, we 
should immediately add that his analysis in the 1930s was continually adjusted to the 
development of the Stalinist regime and did not have a stable or finished character. " 

And, if he resisted the criticisms that were made of his account towards the end of 
his life by others on the Left, this was in part because of his strong sense of the 

imminent demise of Stalinism. 'Might we not place ourselves in a ludicrous position 
if we affixed to the Bonapartist oligarchy the nomenclature of a new ruling class just 

a few years or even a few months prior to its inglorious downfall? '12 

A second major view that developed was that the USSR was a new form of class 

society that fitted neither the categories of capitalism or socialism. Although aspects 

of this argument can be found in the inter war discussions of Russia, a more fully 

See, for example, Bellis 1979. 
'o Trotsky 1972, p. 249. 

Trotsky, for example, tried to deal with the nature of the ruling group in Stalin's Russia by 
a series of striking analogies which, impressive though they were, hardly constituted a serious 
theoretical account of social relationships. Their point however was to sustain the argument 
that 'the bureaucracy lacks all these social traits [of a class]. It has no independent position In 
the process of production and distribution. ' He went to great lengths to discuss analogies with 
the trade-union bureaucracy and to extend the idea of Bonapartism. He then added comments 
like 'Bonapartism, by its very essence, cannot long maintain itself: a sphere balanced on the 
point of a pyramid must inevitably roll down on one side or the other'; the bureaucracy was 
a parasitic group, 'a policeman in the sphere of distribution'. 'A tumour can grow to a tremendous 
size and can even strangle the living organism, but a tumour can never become a living organism. ' 
See Trotsky 1973, passim.; see also Bellis 1979 for a sympathetic elaboration of some of these 
analogies. 

12 Trotsky 1965, p. 14. 
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formulated argument developed at the end of the 1930s in debates in the Fourth 

International. The development of this argument and its wider context was set out 
by Alan Johnson in a previous issue of this journal. " Here, we will simply note that 

what crystallised the argument was the Nazi-Soviet Pact and the shift of the USSR's 

borders westwards. Trotsky's view that this 'gave an impulse to the socialist revolution 

through bureaucratic methods' widened his idea that the Soviet bureaucracy, for all 
its faults, was playing a progressive role. But, worse still, it necessarily also further 

reduced the scope of the idea that socialism had to be an expression of the active 

power of a politically conscious and democratically organised working class. 
There is thus an admirable quality to the initial starting point of early developments 

of the argument that the USSR was a new social form that was neither capitalist not 

socialist and Johnson brings this out well in his discussion. But, subsequently, some 

of the most notable proponents of this view (like James Burnham, Bruno Rizzi and 
Max Shachtman) abandoned the idea of any engagement with the working class in 

favour of much more conservative positions which rejected the validity and practicality 

of 'the end of socialism from below. It was left to small minorities to keep alive the 

more radical thrust of this argument through the 1950s and the 1960s. However, the 

popularity of the 'neither capitalist nor socialist' view grew amongst some Western 

academics in the 1970s and early 1980s, as well as amongst some sections of the 
Eastern European dissident movement. Hillel Ticktin's analysis is one of the most 
influential of these neither-capitalism-nor-socialism approaches. Unlike the classic 
bureaucratic-collectivist accounts, he does not see the USSR as a separate mode of 

production. It is 'a non mode of production', a peculiar product of the transitional 

era. But he crucially shares the view that this means that the USSR cannot be analysed 

either in capitalist or socialist terms. It needs a specific political economy which can 
take account of what he saw as the unviable nature of the system. 

In some respects, this general approach was always the most incoherent of those 

under discussion. A cynic might draw a link between the attraction of the argument 

and the often eclectic way it was developed. At first sight, the argument that Soviet- 

type societies are neither capitalist nor socialist looks attractive. Denying them the 

title socialist allows the exploitative and oppressive form of these societies to be 

addressed, while denying them the title capitalist allows a line to be drawn between 

them and the other parts of the world economy. But the obvious question is, what 

then are they, and how do they function? Here, three stumbling blocks immediately 

appear. If these societies were some new class form� were they superior to capitalism, 

perhaps embodying forms to which capitalism was itself developing as some early 

13 Johnson 1999. 
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statements of this approach suggested? " Were they forms parallel to capitalism, at 

some kind of perverse tangent, or were they completely regressive forms? Secondly, 

can such arguments be made internally coherent? Consider, example, the central issue 

of class. Most writers in this tradition were driven by sympathy with the plight of 

ordinary people suffering oppression and exploitation in these societies. But who is 

exploiting and oppressing whom and what form do the resulting social antagonisms 
take? Class is a relationship between two sides whose interests are antagonistic, but 

theorists in this tradition divided over whether these were societies with ruling classes 

and working classes. Some denied the applicability of both terms, while others produced 

one-legged theories in which there was a working class but no dear ruling dass. " 

Most fudged dealing with this central issue in a satisfactory way. The third issue is 

how successfully these theories capture the dynamic trajectory of these societies - 
their rise and fall and the subsequent form of the transition. The first forms of these 

theories were formulated in the 1930s and 1940s, when it appeared that the Soviet 

system was in the ascendant. Later versions were addressed more to the decline, but 

an adequate theory must be capable of explaining both aspects and it is not clear that 

approaches in this tradition have been able to do this. 
The third major approach to the Russian question was that which saw the USSR 

and its satellites as forms of (state-) capitalist societies. The term 'state capitalism' was 
in use in the socialist movement as early as the 1890s but a coherent theory of state 

capitalism took a long time to develop. Moderate socialist opponents of Bolshevism 

(and revolution more generally) flirted with rudimentary elements of the idea of state 

capitalism. But, since social democracy saw state activity as a positive means of 

reforming capitalism, they were incapable of developing a consistent state-capitalist 

approach. At the end of his life, Hilferding, for example, wrote a critique of the idea 

of state capitalism, arguing the Soviet Union was a form of 'totalitarian state economy. ', 

The implication was that a 'non-totalitarian, state economy' was an acceptable ideal. 

The more serious arguments in this tradition developed on the revolutionary Left as 

part of the internal critique of the trajectory of the revolution. In Russia itself, elements 

of an argument began to be considered in parts of the opposition in the 1920s, and 

14 Rizzi, for example, suggested that 'this social form is degenerated, but none the less active, 
and is progressively taking over from capitalism which is dead as a driving system and in a 
state of physical disintegration' (Rizzi 1985, p. 38). Shachtman made an almost identical early 
formulation. See Callinicos 1990, p. 58. Later formulations would retreat from this view. 

's Ticktin rejects the applicability of both the concepts of a ruling dass and a working dass. 
Of the former, he says 'there is no term in the English language that can be used to describe the 
ruling group in the USSR'. But the problem appears not to be the inflexibility of the English but 
the inflexibility of any term in any language to capture what he sees as the peculiar character 
of this ruling group (Ticktin 1992, p. 62). 

16 Hilferding 1965. 
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more fully in the camps in the 1930s. Ante Ciliga's account is still an invaluable source 
for this, but perhaps the Soviet archives contain much more that will one day be 

revealed. Outside of Russia, Amadeo Bordiga began to develop an argument that the 
USSR was completing the primitive accumulation of capital through the destruction 

of the peasantry. " This is an argument with obvious merit as an explanation of part 
of what was happening, but it is difficult to see the value of wider claims that a whole 

analysis can be built on this. More interesting were the arguments of Raya Dunayevskaya 

and C. L. R. James, though, ultimately, they veered off into a political and philosophical 

cul-de-sac in the 1950s. 1e In his book, Neil Fernandez is primarily concerned to discuss 

these earlier formulations of the capitalist argument in order to clear the decks for 

his own approach. But, if his discussion does not provide us with a coherent intellectual 
history of these ideas, it nevertheless contains a lot of material from which a more 
adequate history might be developed. However, it should be noted that much inter 

war material still remains inaccessible. " What stands out from his account of these 

arguments is the struggle to come to terms with a changing Russian reality, often in 

circumstances of political and geographical isolation. It was only after 1945 that a 
broader engagement began between the different versions of the capitalist thesis, and, 
even then, this was limited and there was often a considerable ignorance of the 

arguments being made in different countries. 
When these arguments did begin to develop after 1945, two Broad versions of the 

idea were put forward, complicated by broadly two different views of the evolution 

of the capitalist nature of the USSR. The key components of the different arguments 

are presented in matrix form below. 

State Capitalism Capitalism 

No Degenerating Fernandez 

Revolution Bettelheim (later) 

Chattopadhyay 

Degenerating Revolution Cliff 

Bettelheim (early) 

Dunayevskaya 

" Goldner 1991. 
18 Dunayevskaya 1992. 
" We should also note some omissions in his account. Fox 1991, provides an interesting 

discussion of the evolution of the ideas of Ante Ciliga in the 1930s. More seriously, Fernandez 
does not refer to the third volume of Charles Bettelheim's history of the USSR, where Bettelheim 
modifies some of his earlier ideas. See Bettelheim 1988. 
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One version saw the issue as one of state capitalism. Here the most notable formulation 

was that of Tony Cliff in his State Capitalism in Russia. The other saw the issue as 

simply one of capitalism tout court and thus marginalised the issue of state property 

and control, seeing the USSR as a society in which producers were separated from 

one another. The second division was over what difference the 1917 revolution had 

made. For Cliff and many other writers in this tradition, the revolution had been a 

genuine expression of working-class power which had then been followed by a period 

of degeneration before some form of capitalism re-emerged in Russia. But others, 

outside this tradition, argued that 1917 never involved a shift, however limited, in 

the forms of production and therefore there was an underlying continuity and 
development of the capitalist nature of the USSR before and after 1917. Both Paresh 

Chattopadhyay and Neil C. Fernandez fall into this camp but they are divided over 
how the capitalist nature of the USSR is to be theorised. 

It is worth making one further point about writings in each of these three broad 

traditions. Although some accounts had a strongly empirical basis, most were written 

at high levels of abstraction and were primarily concerned to establish the categories 

of analysis. The result was often that much of this writing was not easily penetrable. 
But, beyond this, there must also be a question about the extent to which theories 

that are not operationalised both politically and empirically are adequate. A logical 

critique can only take us so far and, if it remains at this level, may be dubious in Its 

own right. Having written, for example, the Critique of Political Economy, Marx was 

anxious to move on to analyse capitalism itself in Capital - something he did not 

merely with a wealth of illustrations drawn from the society around hire but through 

an analysis of the real evolution of the system. Fernandez's account very much 

continues this abstract approach, drawing only on the Western secondary literature 

on the USSR to develop his critique. There are elements of this too in Paresh 

Chattopadhyay's book, but he is much more concerned to analyse how the Soviet 

Union developed and failed than Fernandez and, therefore, his account is likely to 
be much more accessible than that of the latter. 

The challenge of the collapse 

How, then, do these three traditions stand up in the light of the collapse of the Soviet 

system in Eastern Europe in 1989 and then in the USSR in 1991? At first glance, refuting 
or falsifying a theory is not a difficult thing. To borrow an example from Karl Popper 

- if you theorise that all swans are white and suddenly encounter a black swan, your 
theory is falsified and now needs to be modified to argue that all swans are white 
and black But those who stake their reputation on the hypothesis that all swans are 
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white are usually reluctant to suffer the ignominy of admitting they were wrong. It 

is much easier to quarrel over whether the new swan is really black. Perhaps it is a 
darker shade of off-white? And, if this fails, then it is always possible to try to strangle 
the inconvenient bird and hide its body under a bush Where political capital and 

credibility are involved, the temptation to maintain a theory under pressure becomes 

all the more powerful. Sometimes this can be creative, involving what Lakatos called 

a 'progressive problem shift'. But, often, it involves the development of what he 

famously termed a degenerating research programme - arguments are extended and 

stretched to cover the holes that are appearing. In analysing the success or failure of 

an approach, therefore, one has to look to the extent to which it can be creatively 
developed while also keeping an alert ear open for the sound of honking swans being 

put to death. 

In these terms, it might have been thought that no theory had been more effectively 

refuted in all of its major predictions by the form of the collapse of the USSR than 

the 'degenerate workers' state' theory derived from Trotsky's analysis. The theory 

encountered its first great crisis at the end of the Second World War, when not only 
did the Söviet Union survive but it emerged with a huge empire in Eastern Europe. 

This was entirely contrary to Trotsky's prediction. Nor was his prediction that the 
Fourth International would, by 1948, be the'decisive revolutionary force on the planet' 
fulfilled. This ought. to have been enough to have forced a rethink and for some, 
including Trotsky's widow, it did. But, across much of the Trotskyist movement, the 

panicked honking of swans being strangled could be heard as its theorists struggled 
to avoid this condusion. 10 

It was now argued that the Soviet bureaucracy, originally denied a role as 'an 
independent historical actor', had created a series of degenerate/ deformed workers' 
states, in Deutscher's words "'from above and from outside" by conquest and 
occupation'? ' But the contortions necessary to sustain this made those of 1939-40 pale 
by comparison. If this was the progressive development of socialism, with the working 
dass passive, then its role as an agent of change seemed completely unnecessary. In 

one of his last letters to Trotsky, Victor Serge, had written that 'no one in the Fourth 
International thinks except through your head' Y This sad judgement was fully borne 

out as his argument was stretched and stretched to cover the holes that were appearing. 
The attraction of doing this lay not simply in being faithful to the master. Ironically, 

what made the Trotskyist account appealing in the 1950s was precisely the thing that 

m For an account of some of these arguments see Cliff 1999. 
" Quoted in Seilharz 1987. 
22 Cotterif 1994, p. 109. 
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ought to have refuted it - namely the growth and stability of the USSR Although 

this had been explicitly ruled out, the fact that it existed meant that Trotskyists, bitingly 
dismissed by Castoriadis as 'the Soviet bureaucracy in exile', could gain some appeal 
from its aura in the meantime. To the extent that the USSR was successful, this reflected 
'the workers' state element' and, to the extent that it had problems, this reflected the 
'degenerate' part of the definition. 

The difficulty was that, to make this argument consistent, Trotsky's own discussion 

had to be confronted. Because his argument had tended to become more radical, his 

last formulations did not provide a coherent stopping point for post-war theorists. 

What tended to happen, therefore, was that they retreated back to earlier and more 

ambiguous formulations, where Trotsky was more qualified in his condemnation of 
the role of the Soviet 'bureaucracy'. This is dear in the writings of Isaac Deutscher 

who, as is well known, looked benignly on the reforming power of the Soviet 

bureaucracy to such an extent that he reproached workers in the Eastern bloc for their 

protests against it. But, at a less extreme level, those who held to the view that a more 

substantial anti-bureaucratic revolution was necessary were also forced backwards to 

resolve what Bellis called the 'ambiguities' and 'inconsistency' in Trotsky's account 

and the need for 'qualifications'. The essence of this retreat set up the degenerate 

worker's state theory for its second great crisis in 1989. What Bellis and others attempted 

was to make the theory more consistent by showing that the 'bureaucracy' retained 

a more integrated character with Soviet society in general and the working dass in 

particular than Trotsky had appeared to suggest in his last writings. 
This allowed them to continue to condemn the 'bureaucracy' as parasitic but ward 

off the charge that it had detached itself sufficiently to become a ruling class. Indeed, 
they explicitly ruled this scenario out. This was not because they did not consider the 

possibility of 'bourgeois restoration'. On the contrary, as Rizzi had sarcastically noted 
in 1939, this idea 'wanders like a ghost about [Trotsky's] camp, disturbs the Marxist's 

sleep and fills their dreams with anguish'? ' The point was that this challenge had to 

come from outside of the bureaucracy and the working dass. Should such a challenge 
arise, then sections of the bureaucracy might break away to join the restorationist 
forces, but its core would defend, with the working dass, the joint basis of their power 
in the form of state property. As Trotsky himself had put it, 

The Mandan thesis relating to the catastrophic character of the transfer of 
power from the hands of one dass into the hands of another applies not 
only to revolutionary periods, when history madly sweeps ahead, but also 

" Rizzi 1985, p. 88. 
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to the period of counterrevolution when society rolls backwards. He who 
asserts that the Soviet government has been changed gradually from proletarian 
to bourgeois is only, so to speak, running backwards the film of reformism. u 

However, the subsequent demise of the USSR seems to conflict with three central 
arguments of the theory. In the first place, this crash reflected the fact that the Soviet 
system had not proved superior to Western capitalism. In the 1930s, Trotsky had 

argued that 'Socialism has demonstrated its right to victory, not in the pages of Das 
Kapital, but in an industrial arena comprising a sixth part of the earth's surface - not 
in the language of dialectics, but in the language of steel, cement and electricity' 25 
Now, if Trotsky's argument were true, we would have to conclude that 'socialism' 
had demonstrated its failure'in the language of computers, and fibre optic cables and 
even the humble beefburger'. 

Secondly, the Trotskyist thesis predicted mass working-class revolt to defend the 
'socialist' base of the Soviet system. Until late on, for example, Ernest Mandel was 
predicting that 'restoration' could only come 'after breaking the resistance of the 
Soviet working class' and, even after 1989-91, in his last years, he claimed to detect 

underground resistance to the process of 'restoration'. But the mass revolt in defence 
of the workers' property was not forthcoming. Chattopadhyay quotes Butenko, one 
of the perestroika writers, arguing that workers, 'removed from direct administration 
and disposal of social ownership, having no influence on the system of remuneration, 
and participating in no way in the distribution of national income and produced 
product' saw'state ownership' as'alien' and'not their own' (p. 159)11 While workers 
clearly did not want the transition that did occur, their protests were in no way geared 
to the defence of the old, and rather as Fernandez insists (though exaggerating the 
point), they helped to precipitate its downfall. 

Thirdly, the bureaucracy did not fulfil the role that the Trotskyist theory predicted. 
The central social feature of the transition has been the peaceful conversion of power 
from the old order to the new. But this was disallowed by the special character of the 
Soviet bureaucracy. "' Attempts to obscure this and pretend that somehow the theory 

u Trotsky 1973. 
20 Trotsky 1972, p. 8. Bei is ended his endorsement of his own version of Trotsky's position 

by evoking a political revolution in the USSR which would allow'the revolution' to 'resume its 
course, interrupted for so long by Stalinism and its consequences, towards the creation of a 
socialist society. Such a recrudescence will constitute an apodictic vindication of the theoretical 
insights developed by... Lenin and Trotsky'. Bellis 1979, p. 236. 

26 In his own discussion of perestroika, Mandel quotes Gorbachev to the effect that 'public 
property was gradually fenced off from its true owner - the working man ... Ever increasing 
signs appeared of man's alienation from the property of the whole people' (Mandel 1991, p. 63). 
But Mandel dearly did not reflect on the significance of this. 

27 'Gossip' is not strictly evidence, but it may be worth recording a vivid recollection of 
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predicted that restoration would come from within will not wash, as this makes a 

nonsense of the earlier analysis and the ties which were said to be inherent in the 

peculiar position of the bureaucracy -a thesis well put by Pierre Naville writing in 

1938 as a young and then loyal supporter of Trotsky. Despite the degeneration of the 

revolution, the bureaucracy, he wrote, 'remains linked, not only in its origins, but also 
in the way it functions, in the way it is recruited, in the way it is reproduced, in its 

level of consumption, to the ranks of the propertied dass as defined at the time of 
the October revolution [i. e. the working dass MH]'23 

Fourthly, the theory led to a series of political misjudgements that, with hindsight, 

make its proponents look foolish. Thus Mandel, for example, initially saw in perestroika 
the basis of a process of socialist renewal and explicitly ruled out the possibility of 
bourgeois restoration. 11 Perhaps even more embarrassing was Tarlq Ali's misjudgement 

about the reforming socialist potential of Boris Yeltsin, which led him to dedicate his 

1988 discussion of perestroika to him 30 

How, then, does the new dass theory that the USSR was neither capitalist nor 
socialist fare in the light of the collapse of the Soviet bloc? Both Chattopadhyay and 
Fernandez spend much time criticising versions of this argument. This is partly because 

overhearing Mandel delightedly telling someone at an Oxford conference in 1989 that he had 
been granted a visa to go to Hungary. The Hungarian critic and activist, Tam6s Kraust, who 
Mandel subsequently met, tells of a meeting in Budapest where Mandel found himself in disarray 
before a group of members of the dissident Hungarian Left who insisted that the essence of the 
transition was the social conversion of power of the bureaucracy. Whether this makes a 'before 
apd after' story, I am not sure but, if the two events are linked, they are not entirely to Mandel's 
discredit, for he, above all, should have appreciated the challenge this posed to the traditional 
Trotskyist argument 

m Quoted Rizzi 1985, p. 89. The Sovietologist David Lane has tried to argue that there is a 
social discontinuity in rule. This might at least preserve the theory but this is not a position that 
commands widespread support, or one we feel is supported by Lane's own evidence. For a 
review of the evidence in this respect, see White 2000 and White and Mawdsley 2000. 

29 Mandel continued to hold to his argument until the very last minute and his writings 
thereföre provide some spectacular examples of the falsification of the degenerate workers' state 
theory. The most notable example of this an article which was published in International Viewpoint 
on 30 October 1989, but which internal evidence suggests was written in the last weeks of 
September - well after the collapse in Eastern Europe was underway but before its full scale 
was completely evident. It will suffice to quote the following passages, 'a realistic estimate of 
the social forces present in the USSR and in the other bureaucratized worker's states, of the 
relationship of strength among them and of the dynamic of the principal solo-economic 
contradictions leads to a clear conclusion. The main question in the political struggles under 
way is not the restoration of capitalism.... The main fight is not between pro-capitalist and 
anti-capitalist forces'. He then insisted that 'bourgeois restoration' was not on the agenda since 
this depended on a coming together of the weak internal petty and middle bourgeoisie with 
international capital, 'this convergence will be insufficient to impose any restoration of capitalism 
in the short to medium term'. No less, even as 'the bureaucratic caste' was busily jumping ship 
he insisted that, because 'it is not a new ruling class', then it would defend state property and 
it was a mistake not to recognise that it 'has a real capability for self-defence in the short and 
medium term, when its power is threatened' (Mandel 1989, pp. 153-4). 

30 All 1988. 
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its rejection of the applicability of capitalist categories to the USSR raises similar issues 

to the Trotskyist argument, but also because, in its more positive formulations, which 
focus on the contradictions of the USSR, these approaches raise issues that Fernandez 

in particular wishes to appropriate for his own case. 
Theorists in this tradition have often charged the argument that a form of capitalism 

existed in the USSR with misappropriating categories and arguing by analogy rather 
than developing sui generis concepts applicable to Russia. But their own insistence 

that the USSR was qualitatively different from the West itself remains vulnerable to 

the counter-charge that they operate with a too narrow and restricted concept of 

capitalism. We should not rule out the possibility that capitalism might give way to 

a new class form. But we should equally beware of trying to demonstrate this by a 
juxtaposition of simple categories. Yet Chattopadhyay and Fernandez suggest that 

this is often what new-dass theorists do. For them, no less than the official ideologists 

of the former USSR, capitalism is defined by private property, markets, prices, profit 

competition - all conceived in highly restrictive ways. The difficulty that this creates 
is, then, not only one of coming to grips with the USSR, but also the political economy 

of Western capitalism. Thus, Beilharz, in his bitter, though often insightful critique of 
Trotsky, rejects the argument the USSR is capitalist because it requires 'the conceptual 

expansion of capitalism' and because it reduces 'the dimensions of domination unique 

to the Soviet bloc ... to manifestations of its allegedly capitalist mode of production'. 
But exactly this same argument could be made about calling, say, Nazi Germany 

capitalist, or any other 'deviation' from a narrowly defined capitalist 'norm'. " 

In fact, no such 'norms' exist. The problem here is not 'the conceptual expansion 

of capitalism' but the failure to analyse it as a dynamic system that can give rise to 

and operate through different forms. To see whether the limits of capitalism have been 

transcended requires something more than an exercise in comparative statics. We, 

therefore, share many of the criticisms of both Chattopadhyay and Fernandez, as well 

as the general thrust of their argument that new-class theories are built on superficial 

understandings of the basic concepts of capitalism. This point has also been well made 
by Sapir who draws an interesting link between the way that some new-class theorists 

see the USSR as a politically dominated society and the writings of the totalitarian 

theorists. 

Fundamentally the totalitarian thesis represents the logical extreme of an 

analysis which presents the Soviet system as a radically new form, a structure 
built around the State, itself subservient to the Party. In this respect there 

are many similarities between the supporters of the view that Russia was 

31 Beilharz 1987, p. 108. 
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characterised by a positive 'otherness' and those for whom it had a negative 
'otherness'? 2 

But, suppose we allow the argument that the USSR was a sui generis form, the question 
still remains as to whether this approach can successfully develop an analysis that 

addresses its basic contradictions and the transition? Presumably, those new-class 
theories that suggested that the USSR was a superior form to the West, as well as 
those which suggested that it had a permanent capacity to survive alongside the West, 

are in deep difficulties. On the other hand, those, like Hillel T3cktin, who focused on 
the growing stagnation can see in the collapse a vindication of their position. As we 
have seen, the Cox collection offers Ticktin as an example of someone who did predict 
the Soviet collapse. Fernandez also offers a long discussion of Ticktin's account, which 
he ultimately rejects, while trying to use part of it for his own purposes. What attracts 
him to Ticktin is the way'he is able to focus very tenaciously upon the contradictions 
of the production process'. But Fernandez also draws attention, without perhaps seeing 
the force of the problem, to a key difficulty in Ticktin's account. Ticktin, he suggests, 
'does not see the USSR as a "historical" society.... He is completely disburdened of 
any of Engels-type concepts of the growth, maturity and decline of such societies' 
(p. 234). 

Ticktin may not see the USSR as 'an historical society' but it was a society in history, 

with a history and this must be explained. Yet it is not dear how this can be done. 
To be fair, Filtzer has attempted to build his successive volumes on Soviet labour 

around Ticktin's basic analysis, but, valuable though his accounts undoubtedly are, 
they do not seem to me to advance the central arguments? ' The problem here can 
best be expressed by reversing one of Fernandez's judgements, for, if Tlcktin celebrates 
'the central place given in the discussion of accumulation to the changing position of 
labour', he, and writers who follow him, appear to leave out the 'central place of 
accumulation in the discussion of the changing place of labour'. 

Nor is it clear how this theory sees the transition. Elements of Ticktin's analysis 
reappear in the work of Simon Clarke and his collaborators on the labour process in 

post-transition Russia, " and other writers have come to similar conclusions in terms 
of what they see as the incomplete character of the development of capital. But does 

Sapir 1997, p. 86. 
Ticktin's sense of the lack of historical 'legitimacy' of the Soviet system is so strong that he 

writes, 'once it was formed by the mid 1930s the Stalinist system was always in crisis and the 
only means by which it could survive was by the most thorough going repression - to an extent 
even underestimated by the totalitarians' (Ticktin 1998, p. 89). 

" See Filtzer 1986, and also Arnot 1987. 
Clarke 1993. 
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it follow that Russia is still not capitalist? Are there differences between the situation 
there and that in Eastern Europe? The difficulty is that an obsessive focus on work 

relationships does not really create the basis for a dear understanding of either the 
fall of the USSR and the form that the transition is taking. Indeed, deprived of some 
way of linking workplace problems to a wider political economy of the USSR and 
the transition, this focus can produce dangerous ambiguities. IL. for example, Russia 

remains incompletely capitalist, who is in conflict with whom at the start of a new 
century and, more importantly, who should be supported and on what terms? 

At the most general level, no such ambiguity appears in the third tradition. This 

treats the Soviet Union as a form of capitalism and therefore looks at the transition 

as a shift on the form of organisation of capital (what Chattopadhyay terms the collapse 
of a specific mode of accumulation) rather than a change in the mode of production. 
This certainly would appear to offer a solution to what otherwise appears as a major 
problem for other theories, namely the astonishing continuity in the social basis of 
power at the top of Russian and other transition societies. But does it do more, and 
are the different accounts of Chattopadhyay and Fernandez the best way of developing 
this argument? 

Capitalism and state capitalism 

Even with all the talk of globalisation, one of the most obvious differences between 

capitalism in Marx's time and capitalism in the twenty-first century is not only the 
influence of state policy on the functioning of the capitalist economy but the direct 

role of the state as producer. Marx was primarily concerned to analyse capitalism as 
a privatised system in which the state played a necessary role in creating the conditions 
for the system's maintenance and development but did not directly produce itself. 
But even mid-Victorian England knew important forms of state production, and Marx 

was well aware of these. Moreover, a more detailed confrontation with the role of the 

state in capitalism was part of his unfinished agenda for Capital. Where this would 
have taken him is speculative. What we have are hints and allusions and, more 
importantly, the possibility of developing his analysis to deal more fully with the way 
in which subsequent development transformed the capitalism of small-scale independent 

producers into that of large multinational companies and huge state concerns. Engels 

more explicitly addressed this issue in a number of passages and notably in Anti- 
Dühring in 1878, where he was concerned to insist that state control was not the 

negation of capitalism but its further development. 

The transformation of the productive forces into state property in no way 
removes their capitalist quality. The modem state is the organisation that 
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bourgeois societies have taken on in order to maintain the general conditions 

of capitalist production, as they face the workers on the one hand, and 
individual capitalists on the other. The modern state, whatever its form, is 

essentially a capitalist machine: it is the capitalists' state, it is the ideal 

collective capitalist. The more it takes over the productive forces, the more 
it becomes a truly capitalist collective, and the more it exploits its citizens. 
Workers remain wage slaves, proletarians; capitalism is not abolished, it is 

on the contrary, pushed to the extreme. But when it gets to this extreme it 

changes direction. State ownership of the productive forces is not the solution 

of the conflict, but it holds within it the key to the solution, that is to say - 

power for the proletariat. 's 

In trying to take such arguments forward and to explore the character of the USSR 

in the light of them, Chattopadhyay and Fernandez share, despite their differences, 

three important arguments in common. Firstly, both see the capitalist nature of the 
USSR as something that was internal to its operation and which can therefore be 

analysed separately from the Soviet Union's incorporation into a wider network of 

global relations. As Chattopadhyay puts it, 'we study [the Soviet Union] as a basically 

closed economy, abstracted from its international economic relations ... without 

recourse to the Soviet economy's relations with the rest of the world, in terms of its 

own social relations of production and the specific phenomenal forms in which these 

relations manifested themselves' (p. xiii). 
Secondly, they share the view that the form of the organisation of the means of 

production is that of competitive capital. This involves two arguments. One is the 

critique of 
the juridical illusion of state property - showing that the effective disposition 

of capital lies in the hands of those running the Soviet economy. The second, and 

perhaps more controversial argument, is that, so far from the Soviet economy operating 

as a more or less unified unit, the relations between the different units were so loose 

that, despite the. appearance of centralised direction, they were really those of competing 

units of capital. 
Their third argument (despite some differences in their formulations) is, then, that 

workers in the USSR always sold their labour-power on a labour market as wage- 
labourers. This, they both argue, is necessary to complete the argument that Russia 

is capitalist, 'if there is no labour market, labour power is certainly not a commodity. 
In that case there is naturally no capital. .. in order to be wage, labourers, these 

labourers must be free in relation to individual capitals such that they are free to choose 
their masters'. This leads them to reject what they see as the 'Cliff view' of labour, 

3' Engels 1947, p. 338. 

I- 
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since it appears to allow for the non-existence of a labour market. As Chattopadhyay 

puts it, 'the single employer concept of the Soviet state would exclude the existence 

of wage labor in the Soviet economy by definition, and the introduction of the world 

market as the creator of competition could not transform the Russian laborer into a 

wage laborer in the absence of freedom to travel abroad in search of employment. In 

a word, the Soviet economy could even then not be characterised as capitalist... ' 
(pp. 134-5,129) How valid then are these arguments? 

The first issue that needs to be addressed is whether the USSR can be analysed 
independently of its insertion into the world economy and its features derived from 

this internal analysis. Trotsky suggested that, 

Marxism takes its the point of departure from the world economy, not as a 

sum of national parts but as a mighty and independent reality ... the national 

state ... 
has long ago outlived itself and ... 

has turned into a brake upon 
the development of the productive forces. National capitalism cannot be 

even understood, let alone reconstructed, except as a part of the world 

economy. " 

Today, in an era overloaded with talk of globalisation, such sentiments seem common- 
place. But, from the late nineteenth century onwards, a succession of Marxist theorists 
including Luxemburg, Bukharin and Lenin insisted just as strongly on. the global 
character of the system and the subordination of individual economies to it 

In the event, in the debates on the character of NEP Russia, this global vision was 
compromised and, eventually, spawned - initially by, of all people, Bukharin -a vision 
of socialism in one country as the ideology of the Stalinist regime. It is strange, 
therefore, to find both Fernandez and Chattopadhyay, in an argument that has an 
explicitly anti-Stalinist thrust, transposing the assumption of 'socialism in one country' 
to the idea of 'capitalism in one country'. This was also, of course, the assumption of 
many more moderate writers in the Second International tradition, and it is again 
peculiar that Chattopadhyay, who is sharply critical of Second International Marxism, 

unconsciously seems to reproduce their assumption about the centrality of the national 
form. V 

In the abstract, it might be argued that we could derive all the basic features of 

capitalism from the activity of two enterprises competing with one another with a 
labour force free to choose between them. But, then, we could happily analyse capitalism 
in one street. In fact, absurd though this idea is, the arguments of both Chattopadhyay 

and Fernandez do point in this direction and to even stranger conceptions. But a 

" Trotsky 1969, p. 279. 
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concept of capitalism as a larger totality is necessary not simply because it is a system, 
but because the pattern of its development as a system has been based on competitive 

relations across state boundaries as well as within them. To abstract from this is to 

abstract from its core process of development. 
When the capitalist system began to emerge in Western Europe, it did so with only 

limited reference to 'national boundaries' and the criss-crossing flows of capital, labour 

and goods have been an ever greater part of Its history. The importance of this sense 

of capitalism as a globalising system is that the analysis of the state can then be made 

a part of it. Though the state may appear as the subject of history in respect of capital 

within its borders, externally, it is itself the object or prisoner of wider competitive 
forces. When this is considered, it then becomes possible to at least begin to address 
the role of the state as part of the competitive process. 

The important point here is that, as capitalism spread and developed, so state action 
has been brought more to the centre of competition between capitals. The development 

of the role of the state therefore needs to be seen in terms of its 'Janus face', i. e. not 
simply turned towards capitals within but also turned to competition of other capitals 
and states without. The key development of the twentieth century has been the way 
that competitive leverage has come to be based on a mixture of economic, political 
and military power. Analysing competitive relations, therefore, is not just a question 
of dealing with the 'openness' of an economy so much as dealing with this as part 
of the wider process of politico-economic-military competition. 

These arguments were, of course, at the centre of the discussion of imperialism and 

war in the early twentieth century. Similarly, in Cliff's formulation of his theory of 

state capitalism, it is militarised competition that is seen as the most important axis 

of competition subordinating the Stalinist economy to the bigger capitalist system. 
Against this, it is often suggested that to see East-West military competition as an 

expression of capitalist competition is to argue inappropriately by analogy with 

economic competition. Both Chattopadhyay and Fernandez make this claim. But this 

misses the point. The argument is not one of analogy, It is one about development 

and the way that capitalism brings militarised competition closer to the centre of the 

competitive process in terms of its origins, its economic role and its reproduction in 
higher forms of competition on a wider scale. It would seem difficult to understand 
the role of war in the twentieth century without a good sense of this. States do not 

choose to engage in this, they are, rather, the object of processes that are beyond their 

control. To cut this out of the analysis, or to develop an analysis to which this element 
is then added in an ad hoc way is not only profoundly unsatisfactory for the Soviet 

economy, but it would be so for any economy. Yet this is what both Chattopadhyay 

and Fernandez do, and it is also what other writers in the Bettelheim tradition with 
its focus on the internal forms of cavital tend towards. Thus. Tacaues Savir. the most 
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prolific and knowledgeable writer in this tradition - makes what seems to us the 
bizarre claim that, in Soviet Russia, 'the development of a large military-industrial 
sector was ... the product of political choice and not systemic necessity'. -" Granted, 
the Soviet leadership may have had some leeway in how this sector was constructed. 
But in what sense is 'a large military-industrial sector' something that is chosen? And, 
if Stalin could choose (or not choose) it, does the same apply historically to the rulers 
of France and Britain? Is the American military industrial complex a matter of choice 
and not systemic necessity? Ticktin, on the other hand, goes to the other extreme, 
discussing that the hierarchical development drive in Russia from 1929, when he says 
of the Soviet leadership that 'History compelled them to act in this manner'. Of course 
it did, but not in the sense of some transcendent historical force. What compelled 
them forward were, rather, the forms of capitalist competition in the early twentieth 
century against the background of the difficulties of the NEP. It is here, in this more 
precise entanglement of the USSR with the pressures of capitalism, that we find the 
origins of what Oscar Lange famously called a 'war economy sui generis' 39 
'As far as the actual balance between militarised competition and more classical 

forms of economic flows is concerned, this was something that varied over time and 
between countries. Soviet-type economies were never completely closed to trade and 
the movement of factors of production. In Eastern Europe, these flows within the bloc 

and outside it were often quite considerable. In the case of Bulgaria, for example, the 

trade share at one stage rose to in excess of 100 per cent of output, though much of 
this was infra-bloc trade. In the case of the USSR at the end of the 1930s, trade was 
driven down to a very low level. After 1945, it rose here as well, although, as with 
the USA, the size of the economy meant that it would always be less than in smaller 

economies. But, throughout the post-1928 era, military competition remained a crucial 

axis and determinant of the pattern of development. 

The quantitative and qualitative role of the military sector in Soviet Russia was 

such that it has been called 'the privileged heart of the state dominated economy', a 

sector characterised by its 'unquestioned priority' and 'the strongest and most tech- 

nologically capable part of Soviet industry. ' In his analysis of this sector at the very 
end of the Soviet era, Cooper divides it into an inner 'defence industry' producing 

military goods, a wider'defence complex, a group of 8 ministries which also produced 

some civilian goods, to which can then be added military production in the formally 

civilian sector (and also nuclear production). Overall, the role of this sector at the end 

of the 1980s equated to some 10 per cent of total employment. But its strategic economic 

93 Sapir 1997b, pp. 226-7. 
" Lange 1945. 
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role is reflected in the way that 'defence production' occupied some 13 per cent of 
the industrial labour force, producing some 11 per cent of industrial output and using 
12 per cent of the capital stock. The broader defence complex and related civilian 

production occupied more than 20 per cent of the industrial labour force and 16-18 

per cent of the capital stock. The defence complex also took some 75 per cent of R& 

D (with 30 per cent going to its related civilian production). The strategic character 

of the sector also had a geographical dimension as defence grouped together some 
5,000 enterprises and 6-800 research centres. Military production in Moscow in 1988, 

for example, occupied one quarter of the labour force, accounted for some third of 
industrial output and more than half of the applied R&D in the city. In St. Petersburg, 

it occupied a similar share of the labour force. Elsewhere, in key towns and cities, it 

was the predominant source of employment and output. It played no less a role in 
foreign trade with military exports perhaps one sixth of the value of total Soviet 

exports. '° 

We would suggest, therefore than the attempt to develop an 'internal analysis' of 
capitalism in the USSR is wrong methodologically and, in practical terms, it must 
leave central features of the Soviet experience unexplained. 

What then of the second argument - that within the Soviet economy we can see 
the competition of many capitals? We have no quarrel with the argument that those 
in charge of the Soviet system had effective control of the means of production. Both 

Chattopadhyay and Fernandez reject the view that state property as a legal form 

precludes effective private ownership in terms of effective disposition. They both 

marshal the different arguments that have been made to support this going back to 
Marx himself who was at pains to stress in his attack on Proudhon that 

to define bourgeois property is nothing less than to give an exposition of 
all the social relations of bourgeois production. To try to give a definition 

of property as if an independent relation, a category apart - an abstract 
eternal idea - can be nothing but an illusion of metaphysics or jurisprudence! ' 

The more controversial claim is that the internal relations between enterprises were 
so loose as to be capable of being analysed as a form of capitalist competition. In the 
Cliff formulation of state capitalism, the argument was that, internally, capital was 
centralised so that 'the division of labour within Russian society is in essence a species 

of the division of labour within a single workshop'. " The competition of many capitals 

40 Cooper 1991. 
41 Marx 1975, pp. 129-30. 
4° Cliff 1974, p. 203. 
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appears externally through subordination to global economy and is transmitted 
internally, more or less adequately, by the centre. (Cliff rejects the idea that this central 
control is a form of planning no less than do Chattopadhyay and Fernandez. ) But the 

analysis offered by Chattopadhyay and Fernandez (and especially in the former case) 
follows more closely that developed by Bettelheim, Chavance and Sapir, who have 
insisted that internal economic relations were disarticulated and took market forms, 

even at the height of Stalinism. Indeed, Sapir has tried to stand the traditional view 
of the Stalinist economy on its head to such an extent that he argues that, in World 

War II, when we might imagine the economy was at its most centralised, the actual 
organisation was loosened in such a way as to prefigure later reforms" 

This general argument is, however, one that seems puzzling. If it is the case that 
Soviet enterprise managers had effective control and competed with one another to 

create the competition of many capitals, does this also apply to enterprise managers 
(as opposed to company managers) in the West? Logically, it would appear to do so. " 
Is corporate capitalism capitalist because the big corporations compete with one 
another or because units within a corporation compete with one another? Perhaps, 
in these terms, we can have not merely capitalism in one street but capitalism within 
one company? Is Ford, for example, a capitalist enterprise because it operates on a 
decentralised system with independent cost centres in the classic M form of business 

organisation, or is it capitalist because it operates in competition with General Motors 

and other car companies? In one sense, of course, the answer is both, but we would 
suggest that any serious analysis would put the emphasis more on the latter than the 
former. The autonomy of the units in a Western corporation is, at the end of the day, 
limited by central control mechanisms - autonomy remains subordinate to the overall 
competitive position of the corporation and the forms and degrees of autonomy can 
be varied from the centre just because it retains final control. 

We would suggest that exactly the same situation existed in the USSR. The freedom 

that enterprises had was also a constrained freedom. The exact balance between 

centralised control and tendencies to local autonomy is an empirical question. It is 

also true that, in analysing this, regard has to be had for the way in which this balance 

could be further tipped in favour of the enterprise by the well-known mechanisms 

Sapir 1997b, see especially pp. 225-36. 
" At one point, Chattopadhyay writes, 'for competition of capitalist to exist it is sufficient 

that there exist different, reciprocally independent, units of (commodity) production, based on 
wage labor exchanging their products, independently of legal title to ownership over the particular 
unit. Each urfit is then a centre of effective appropriation of surplus value, a (reciprocally) autonomous 
profit centre, where profit is conceived as "excess of sales price over cost price"' (Chattopadhyay 
1994, p. 46). 
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that allowed central control to be subverted. But the fact that people used these 

opportunities and that, to an extent, the centre depended upon them using these 

opportunities, does not mean that the centre had abandoned all control and that the 

internal freedoms were the decisive economic mechanisms. Overall, the degree of 
local autonomy remained subordinate to the broader imperatives of the USSR's global 

position. Thus we need to know not simply how enterprises related to one another 

and to central direction, but what forces and pressures lay behind this central direction. 

This takes us back to the argument that a central characteristic of the Soviet system 
is that its features were not deducible just from its internal forms alone, since those 

forms are themselves an expression of a wider set of relationships. 
This brings us to the third aspect of their formulation of the argument that the 

underlying relations were capitalist because there also existed an internal labour 

market in Russia. It is now a commonplace of historiography to recognise that Soviet 

workers always moved between enterprises and that labour turnover continued at 

quite high levels even under the worse period of draconian labour legislation under 
Stalin. '5 Sapir points out that, in the 1930s, the organised supply of labour from the 

villages was only ever one of the mechanisms alongside the market that served to 
distribute labour. It might seem simple, therefore, to endorse the arguments of both 

Chattopadhyay and Fernandez about the existence of such a labour market and leave 

it at that. It would also be dishonest not to draw attention to the fact that Callinicos 

and others have suggested that it is necessary to formulate the Cliff argument in just 

this way to incorporate the idea that labour in the USSR did function directly as wage- 
labour. '6 We would, however, suggest the need for caution here, for forced labour did 

exist and the labour market, no less than other markets, did operate in constrained 

ways. To minimise this aspect completely is dangerous, not simply in the way it 

distorts the role of labour historically in the USSR, but also because recognition of the 

role of forced labour within capitalism is needed beyond the boundaries of the USSR. 

Arguing that, by definition, forms of unfree labour exclude the possibility of capitalism 
is a highly dangerous strategy. This would obviously exclude social formations like 

American slavery, for example, from being capitalist. Chattopadhyay, Fernandez and 
others might be happy to follow those Marxists who do this, but we are not. It would 

also create serious problems for analysing the many cases of forced and directed 

labour in twentieth-century capitalism, whether in terms of war economies, prison 
labour, the work camps of the Nazis or the Gulag of Stalin. Here, we would suggest 

4' The same applies, of course, to labour turnover under draconian fascist legislation In Nazi 
Germany. 

46 Callinicos 1981. 
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that the mistake that is made is to too quickly shift from wage-labour as an abstract 
category to the concrete and distorted forms it can take. This is a jump that Chavance 
has criticised in respect of other of Marx's categories applied to the USSR, but this 
argument also needs to be related to the analysis of labour. " 

Instead, it is necessary to recognise that, under certain circumstances, capitalist and 
capitalist state control of the labour force can involve the elimination of the freedom 

to move and, therefore, the distortion of wage-labour. u But this is only a partial 
negation of the role of wage-labour, because it remains constrained by the wider 
imperatives of the system and the drive to accumulate capital. Recognition of this 

would then allow us to integrate back into an analysis of capitalism not only the 

various forms of unfree labour that appear to have been a part of its mainstream 
history (and not just an aberration or part of a related'articulated' mode of production). 
It also-allows us to deal with the various ways in which capital can try to tie workers 
to the firm to minimise movement in the overall interests of profitability. 

The question of the law of value 

Many of these arguments come together in the issue of the extent to which value 
relations and the law of value operated in the Soviet economy. " Those who argue 
that it was not capitalist deny the relevance of value categories. Those who argue 
that it was try to show their role. In neither case has the argument been particularly 
well put. 

In Russia itself, there were sophisticated theoretical and practical debates in the 
1920s about value. These were pushed aside in the 1930s. The slogan that 'there are 
no fortresses that the Bolsheviks cannot storm' seemed to suggest that the regime was 
not bound by economic laws. This was political rhetoric designed to help push through 
the Stalinist transformation. In reality, planners had to try to maximise their use of 

" See Sapir discussion in Sapir 1997a p. 102 and the references to Chavance's work there. 
'° The extent of different forms of forced labour on a global scale is still considerable. In the 

advanced countries the growing 'prison industrial complex' presents an intriguing example. In 
Britain, for example, prisoners work for £7 a week producing goods to the value of £50 million 
a year. This includes producing polling booths, goal nets, laundry services, Coronation Street 
key rings, headsets for Virgin Airlines and mail orders for Oxfam (Observer 1 July 2001). In what 
sense is this unfree labour capitalist? If we follow some of the accounts of the USSR, it would 
seem not to be, which is surely perverse in the extreme. 

" Sweezy summarises the 'law of value' as follows, 'those forces at work in commodity 
producing society which regulate (a) the exchange ratios among commodities, (b) the quantity 
of each produced, and (c) the allocation of the labour force to various branches of production'. 
He then adds, 'the basic conditions for the existence of a law of value is a society of private 
producers who satisfy these needs by material exchange'. This takes us back to the discussion 
of the previous section (Sweezy 1942, p. 52). 
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resources to meet the goal of competitive accumulation which arose just because the 

USSR was part of a bigger system - 'capitalist encirclement' as it was called at the 

time. In the 1940s, the issue was officially resolved with a series of declarations to the 

effect that value relations and the law of value did operate in the Soviet economy. 30 

Some, like Raya Dunayevskaya, saw this as a de facto recognition by the regime's 
ideologists that it was capitalist. " Those who saw the USSR as some form of non- 

capitalism largely ignored this shift but would presumably have to argue that it was 

a misunderstanding based on a considerable degree of false consciousness. " 

The shift seems, to us, to be something in between. Soviet political economy was 
in a similar position to economics in the West. Because it had to relate to the real 
functioning of the system it had to have some real purchase on reality. In this sense, 
Dunayevskaya was right to see the changes of the 1940s as a considerable admission. 
But no less than economics in the West, Soviet political economy remained trapped 
by a degree of fetishism and confusion and therefore had only a partial and inadequate 

view of the real nature of the system. Its arguments cannot therefore be taken as an 
adequate account of value relations. They do, however, provide something of interest. 

The recognition of the law of value in the 1940s was an attempt to provide a philo- 

sophical, and, to some extent, a practical, basis for an allocation of resources that 

would maximise the economy's capacity to rapidly industrialise on a competitive 
basis. This required an attack on the idea that just anything could be done and that 

'there are not and can never be economic laws in the socialist economic system'. 'The 

notion that the law of value plays no role in socialism is, in essence, opposed to the 

whole spirit of Marxist political economy', said Leontiev et al. in the article that marked 
the shift' So far from not being operative, the Soviet Union had commodity production, 

money and all the basic value forms operated partly through the plan. Stalin later 

went further still and said, 'the laws of political economy whether in the period of 

capitalism or in the period of socialism ... are objective laws, reflecting processes of 
developmept which take place independently of the will of man'. " 

This argument was then developed in a number of different directions. One was to 

explain the overall allocation of resources between the different sectors of the economy. 
For the Soviet Union to survive and develop, it was necessary, said Ostrovitianov 
(invoking Stalin's support), '(1) to insure the independence of socialist economy from 

60 Leontiev et al. 1944. 
01 Dunayevskaya 1944. 
u Paul Baran did indeed try to correct Soviet political economy on the grounds that the 

recognition of the law of value was a terrible mistake (see Baran 1944). 
3' Leontiev et al., pp. 513,519. 
31 Stalin 1952, pp. 7-8. 
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the capitalist encirclement; (2) to strengthen the indivisible sway of the socialist 

economic system and to shut off the sources for the revival of capitalism; (3) to exclude 
disproportions and to that end to set up resources of the means of production and 
labour power for liquidating possible breakdowns. '" In other words, the economy 
had to be manipulated to create a powerful, well-supported state sector whose primary 
task was to preserve itself in a world economy characterised by military and economic 

competition. This required a basis of rational calculation familiar under Western 

capitalism, 'utilising the law of value the Soviet government sets as its goal the 

establishment of commodity prices based on the socially necessary costs of their 

production... '. But simply to leave It at that would be disastrous. In a relatively 
backward economy, following the rate of profit would tend to tip the balance in favour 

of agriculture and light industry. But the goal was a heavy industry base that could 

support a strong economy and a strong military. 'We would still be without the 
backbone of heavy industry ... 

[therefore] 
... we broke the law of capitalism, the law 

of average profit'. But this was not done in an arbitrary way. Planners had to allow 
for 'definite variations from... values in correspondence with the various tasks facing 

the Soviet government. " 

The key word here is definite. The law of value was not being negated so much as 

systematically modified to achieve development. (This would subsequently become 

a familiar enough idea in conventional development economics. ) Of course, this was 

aspiration. It was easier to theorise than to apply in practice. But the argument that 

value relations did underpin the Soviet economy was significant in theory and as a 

practical guide. Once the broader pattern of prices this entailed had been achieved, 
then the hope was that this could be used at the micro-level to allocate resources and 
to create an efficient basis of production. " 

'Socialist economic management is based on an accurate correlation of the expendi- 
tures of labour and materials on the one hand with the results of production on the 

other. Such a correlation is realised in every socialist enterprise'. " Which was true as 

" Ostrovitianov 1945, p. 240. 
56 Dunayevskaya says 'certain variations', other translations 'definite - the Russian sense is 

more definite but the meaning is clear either way. 
" This led to additional element which we can only note here. This was to integrate the prices 

set from above with those that arose spontaneously in things like the collective farm sector or 
in the various grey markets. Suffice it to note that Stalin in 1952 insisted that Soviet political 
economy recognise that'the collective farms are unwilling to alienate their products except in 
the form of commodities, in exchange for which they desire to receive the commodities they 
need. At present the collective farms will not recognise any other economic relation with the 
town except the commodity relation - exchange through purchase and sale' (Stalin 1952, pp. 
19-20). 

0 Leontiev et al. 1944, p. 524. 
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an aspiration, but nonsense as a description of what actually happened. In 1952, Stalin 

condemned 'the confusion that still reigns in the sphere of price fixing' and the fact 

that'our business executives and planners, with few exceptions, are poorly acquainted 
with the operations of the law of value, do not study them, and are unable to take 
account of them in their computations'. Examples of what he meant can be found in 

every account of the Soviet economy" 
All of this points to three different elements in the analysis of the law of value: the 

role of value, the attempted systematic manipulation of prices to encourage development, 

and the actual messy reality. Soviet political economy could not come to grips with 

any of these. A proper discussion of the law of value would have required it to deal 

with exploitation, commodity fetishism and so on. 6° Focusing on the way that 
development required a particular form of development would have required a more 
clearheaded view of the nature of the system. Instead, it was easier to recognise 

practical imperatives but obscure their operation with Kremlin cliches like 'the law 

of planned, proportionate development', 'the necessary dominance of the production 
of means of production over means of consumption' and so on. The third element - 
the day-to-day confusion - was indeed subject to enormous attention, but it was 
largely descriptive, for to go beyond this would have required a confrontation with 
the bureaucratic nature of the system. 

While Chattopadhyay and Fernandez both deal with the general issue of value 

relations, neither of them fully take up the issue of the way that prices and values 
deviated and why. Both, as we have seen, abstract the Soviet economy from the world 
economy and, therefore, are debarred from bringing this to the centre of attention. 
This also means that they cannot consider the interesting question of how this varied 
over time. Some orthodox commentators, Gerschenkron and Bergson, for example, 
have pointed out that, in a development context, the changing general pattern of 
prices in the Soviet economy is broadly what would be predicted from their perspective. 
The implications of this are surely worth pursuing for anyone concerned with value 
relations. 

Fernandez, however, does attempt to go one step further and deal with the issue 

of the bureaucratic distortions of value in relation to a category like money. I le suggests 
that account has to be taken both of the way that money functioned to allocate resources 

and the way that alongside it bureaucratic clout or blat played a role. Perhaps, he 

-" Stalin 1952, pp. 24-5. 
60 It is important to note that under capitalism, as the literature on the transformation problem 

has established, commodities do not exchange at their values but at their prices of production. 
Only in total does the aggregate of prices equal the aggregate of values. Even in normal 
circumstances, if the law of value operated in the Soviet economy we should not therefore expect 
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suggests, their complementary role can be subsumed in a general category? This 

argument would need to be made more clearly and cogently then Fernandez does. 
Blat is certainly an interesting issue, but it did not hang in the air. Who had it and 
how much they had was itself determined by the institutionalisation of the imperatives 

of competitive development. The closer you were to the core development complex, 
the more blat you had, the more pull the tolkach or fixer who got supplies had and 
the more you had to exchange in return. Thus we come back here too to the issue of 
what determined the pattern of development and its priorities. 

But the sense that bureaucratic distortion did exist in value relations and that the 

pressure of the law of value operated unevenly across the economy is of some 
importance. If, however, the pressure of the law of value is seen simply as a product 
of internal relations, it becomes difficult to analyse this. Western business economists, 
on the other hand, well understand that the more distant the pressures of the'markee, 
i. e. the more internal the operation of the firm, the greater the problems of efficient 
operation and resource allocation. Allocative and non-allocative efficiency is no longer 

so rigidly policed by the law of value. In the Soviet economy, this was writ large. We 

would suggest that the crucial point is that, for most of the economy, the law of value, 
without disappearing, was felt in inverse ratio to the closeness to competition with 
the external world, whether in a conventional market form or the less conventional 
military form. As one Soviet writer said in the early 1980s, when it comes to arms 
production, 'we have to compare our product all the time with those produced abroad, 

what a pity this is not done in the case of civilian machinery' °t 

The dynamics of the soviet system 

Both Chattopadhyay and Fernandez, in their different ways, argue that 1917 changed 
nothing of substance in Russia and that, therefore, there is a basic continuity in Russian 
history. But neither offer more than cursory comments on the historical process by 

which this happened. To write the mass popular base of the Russian Revolution out 
of history would seem to be a strange tactic and one that can hardly be supported 
by even the most cursory acquaintance with the literature"' If, however, the popular 

" Quoted Nove 1983, p. 97. 
62 Chattopadhyay, unfortunately, does not demand the same care in the interpretation of Lenin 

and Bolshevism that he insists on with Marx. His account of the revolution is limited and derives 
from E. H. Carr, Anweiler and Ferro. He dismisses Russian workers in 1917 by invoking Marx's 
comments on early nineteenth-century utopian socialists. 'Neither the working lasses themselves 
were sufficiently trained and organised by the march of capitalist society itself to enter as historical 
agents upon the world's stage, nor were the material conditions of their emancipation sufficiently 
matured in the old world itself' (Chattopadhyay 1994, p. 154). 
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base is recognised, then this approach needs a theory of the immediate usurpation of 

power. Here, Fernandez is on stronger ground, for he can at least refer to a council- 

communist literature that addresses this issue. Whether it provides an adequate 

theoretical or historical account of party and class in 1917 and the Civil War is another 

matter. 
Of course, to argue in opposition to this that there was an authentic popular revolution 

in 1917 and one where the Bolsheviks did gain mass support and did anticipate ruling 

thrpugh that mass support only tells us something about the initial political forms of 

the revolution. Nobody in 1917 suggested that October had created 'socialism'. 

Revolution was and is a process that has many aspects. Even the formal consolidation 

of political power, for example, took until the end of January 1918. Beneath this, 

workers' control in the factories involved a continual confrontation over the position 

of the frontier of control in which gradually, and reactively, workers pushed back the 

prerogatives of the employers in favour of their own committee structures. No less 

the disintegration of the old state and the emergence of a new Soviet state was a 

process running throughout 1917 and into 1918. But, for socialism to come into existence, 

much, much more was needed. The chains of capitalism needed to be broken decisively 

in the factory, at the level of the state and, ultimately, at the level of the world economy. 
This was, obviously, a longer term process, though one that it was hoped the rapid 

spread of the revolution internationally would set in motion. But the Civil War and 

the isolation of the revolution stopped this in its tracks. This does not mean that what 

was left was the pure and unaltered, immediate ascendancy of capitalism. Rather, we 

would suggest that Russia between 1917 and 1928 represents a complex array of forces. 

Contrary to' the Trotskyist account, such an array was not capable of being maintained 
indefinitely. Moreover, perhaps it only lasted as long as it did because of the internal 

dislocation of all but the most primitive economic forms during the Civil War, as well 

as the moderation of external pressure which can be related to the general economic 
dislocation in Europe after 1918. In this context, the hybrid political forms which still 
bore part of the imprint of 1917, weak and fading though it was, could still help 

maintain the hope that a more authentic version of the revolution might be recaptured. 
To present NEP Russia (and even more Civil War Russia) as a simple expression of 

capitalism therefore makes little sense, for it eliminates all tension and contradiction. 
No less it also weakens the significance of Stalin's economic as opposed to his political 

revolution. In these terms, Stalin's revolution from above in 1928-32 ought to be 

analysed for the consistency with which it resolved, top-down, the issue of the character 

of the USSR through its institutionalisation of an unqualified drive for accumulation 

and exploitation. Here, Chattopadhyay helpfully guides us through most of its main 
features without, unfortunately, fully taking account of the transformative scale of the 

process he is analysing. 

r 
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In particular, this had five main elements. The first is the generalisation of formal 

state control of capital. As Zauberman put it in his essay on Soviet development, 'as 

late as 1928 the share of socialised fixed capital and national product in the respective 

national totals amounted to 35 and 44 per cent, by 1937 it was around 99 per cent'. 6' 

Secondly, state control was used to massively increase the rate of accumulation. 
Chattopadhyay quotes Gerschenkron's judgement, 'Accumulate, accumulate! This Is 

the Moses and the Prophets ... There is every reason to doubt that there has been 

any economy on modem historical record to which these words would apply with 

greater justification than the economy of the Union of the so-called Socialist Soviet 

Republic'. " 

Btit the difference between before and after 1928 is brought out in Chattopadhyay's 

own statistics, which suggest that fixed capital investment in the years 1918-28, in 

constant prices, was 4.4 billion roubles whereas, in the shorter period 1928-32, it was 
double that, at 8.8 billion roubles and, between 1932-7, over 4 times this level at 19.7 

billion roubles. Thirdly, workers were herded into towns on a massive scale. Chatto- 

padhyay also quotes Kuznets to the effect that 'the shift of labour force out of agriculture 
of the magnitude that occurred in the USSR between 1928 and 1940 took thirty to 
fifty years in other countries'. Fourthly, this involved a massive increase in the rate 

of exploitation. Between 1928-40, real wages fell on average between 2.1 and 5.3 per 

cent per annum depending on whose estimates used and the consumption share fell 

from 84 per cent in 1928 to 63 per cent in 1937 and 58 per cent in the 1950s. 6' 

All of this is very effective and we would only wish to add one further element - 
namely that the residual restraints that workers were able, on an organised basis, to 
impose on life in the factories were also eliminated and, with them, the workers who 
had defended them. If, for example, there was no qualitative change after 1928, it is 

difficult not only to understand the macro-politics of what happened in these years, 
but also why it was so necessary to clear out the factory committees themselves and 
to turn the trade unions into transmission belts. Cohen notes, for example, 'the 

wholesale reconstruction of factory committees in 1929-30: the major industrial centres 

of Moscow, Leningrad, the Ukraine, and the Urals 78 to 85 per cent of the membership 

was replaced'. " This is not to say that before 1928 much power to restrain remained, 
but it is to say that managerial control was not complete. The accumulation drive 

could only be undertaken when these residual constraints were broken. 

6' Zauberman 1976, p. 581. 
" Emphasis in Gerschenkron, quoted in Chattopadhyay 1994, p. 89. 
6' Chattopadhyay 1994, p. 63. 
66 Cohen 1974, p. 323. 
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So much for the evolution of the Soviet system between 1917 and 1928. How, then, 

do we explain the post-1928 trajectory of the Soviet Union (and its satellites after 
1945)? Writing in 1994, Paul Krugman noted that 'few people now remember how 

impressive and terrifying the Soviet empire's performance once seemed'. 61 Indeed, 

there is a temptation today to believe that Soviet growth was all an illusion. 

Unfortunately, this view falls foul of what has been called 'the tyranny of numbers'. 
Save in a few discredited calculations, no matter how the numbers are recast, the rise 

and fall pattern cannot be eliminated. This is embarrassing both for those Trotskyist 

theorists who only emphasised the rise and for those new-class theorists who only 

emphasised the fall. In the latter case, one response to this has been to argue that the 

numbers are so distorted as to mean nothing. Such statistical nihilism is no doubt 

comforting to both the innumerate and the theoretically challenged, but it does not 

advance the argument much. Nor is it a position that can be consistently made, since 

everyone, at some stage or other, must refer to some numbers. Fortunately, neither 
Fernandez nor Chattopadhyay adopt this position, though Fernandez largely offers 

some commonplace descriptive data on the development of the Soviet economy. It is 

Chattopadhyay who adopts a more rigorous approach to tracking and explaining the 

economic trajectory of the USSR. The core of his argument is a more Marxist formulation 

of the argument that the Soviet economy remained trapped in extensive growth which 
depended heavily on the rate of absolute exploitation and showed an inability to 

generate sustained technological change. Fernandez tries to qualify this by recognising 

more scope for intensive growth and the increase in relative surplus-value. At one 

point he asks, in a partial critique of Chattopadhyay, 'could the rulers [of the USSR] 

really have been able to send men into orbit and rockets to Venus by herding former 

peasants into the industry of the 1920s? ' (p. 262) and we would suggest that this is 

indeed a question that many other theorists need to confront. Fernandez also tries to 

qualify Chattopadhyay by stressing the actual shopfloor resistance to allowing the 

USSR's rulers to achieve their aims. But neither seem to deal adequately with the 

comparative dimensions of Soviet economic performance and they, therefore, remain 

uncertain how far it reflects general features characteristic of other capitalisms or 
features specific to it. It is here that a willingness to confront'the tyranny of numbers' 

can be salutary. 
Consider, first, the issue of the relative pattern of performance of the Soviet and 

other East European economies. How good or bad was it and how did it change? 
Table 1 shows the results of recent UN recomputations of per capita GDP for the 
Soviet bloc 1950-89 as a percentage of the average level of the EU 15. Two things are 

67 Krugman 1997, p. 170. 

r 
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important to appreciate the significance of this table. Firstly, by measuring Eastern 
European output per head against the EU average we get a good sense of relative 
performance. Throughout the whole period, EU output per head was growing. If the 
Eastern European percentage remains at the same level, therefore, this shows that it 

was growing as fast as in the West. If the percentage gap doses, then the Eastern 
Europe country was growing faster. If the gap grows, then it was growing more slowly 
or perhaps stagnating or falling back. Secondly, because of the controversy over 
numbers, the UN recomputations present six different data sets. Table 1 takes only 
one of these - the most conservative Western estimates - so that it can be seen very 
much as a worst-case scenario. 

Table 1. Most Conservative Estimates of GDP Per Capita 
in the Soviet Bloc as a% of EU 15 Average. " 

1950 1960 1970 1980 1989 

USSR 51.2 51.1 51.6 57.4 43.6 
Bulgaria 29.4 35.6 41.1 443 37.1 
Czechoslovakia 69.4 66.5 58.1 59.5 60.2 
GDR 62.3 72.3 63.7 68.5 67.4 

Hungary 495 48.6 48.4 50.9 49.6 

Poland ' 48.1 44 41.3 43.7. 34.9 

Romania 24 24.9 26.5 33.6 31.6 

Yugoslavia 29.4 32 35 47 42.5 
Unweighted bloc average 45.4 46.9 45.7 50.6 45.9 

What then does Table 1 show? Firstly, comparing 1989 and 1980, we can dearly see 
the fall back produced by the crisis of that decade (though the table also shows the 

considerable variation between economies). But, secondly, the data also shows, in the 
1950s, that bloc performance was generally superior to that in the West. The experience 
of the 1960s was much more chequered and to the advantage of the West but, again, 
in the 1970s, relative performance improves as the world economy began to slow 
down. To see the economic history of the Soviet bloc therefore as one of endemic crisis 
or a constant struggle to ward off stagnation makes no sense in comparative terms, 

even on this worse case scenario. For important periods, these economies were dynamic 
in both an absolute and a relative sense. 

6° United Nations 2000. 
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Chattopadhyay would accept much of this, but he then follows the traditional 

approach to these economies in its emphasis on what it takes. to be the qualitatively 
inferior pattern of growth to the more 'full blooded' Western variety. But, here again, 
variations on the theme that Soviet growth was especially extensive, achieved by 

piling in inputs, and therefore inferior to the intensive accumulation of the West fall 
foul of 'the tyranny of numbers'. For orthodox economists, neoclassical growth 
accounting has long established that growth in the advanced West is heavily dominated 
by technical change and a duster of organisational and institutional characteristics. 
Solow, in his classic study of the sources of US growth suggested that only 20 per 
cent was to be explained by an increase in capital inputs and some 80 per cent by 
technological and related change. In the USSR and other Soviet-type societies, similar 
exercises in growth accounting suggested that the ratio might be reversed or even 
worse. This seemed to fit with the more qualitative emphasis on micro-economic 
efficiencies in the traditional Sovietological literature. It was easy, therefore, to give 
these arguments a Marxist gloss by stressing the way that they appeared to arise from 

more or less unique aspects of the functioning of the Soviet-type system. 
This argument, however, encounters two difficulties. The first is that comparing the 

sources of Soviet growth with those of the advanced world is not the right comparison. 
Any economy which is involved in the process of catch-up from a situation of 
backwardness, must necessarily undertake 'extensive' growth with a huge emphasis 
on the accumulation of capital and the shift of labour into industry and the towns. 
Ironically, when the experience of the Asian tigers was examined, their growth too 
was found to demonstrate 'startlingly little evidence of improvements in efficiency'. 
The phrase is that of Paul Krugman and he goes on to say that 'Lee Kwan Yew's 
Singapore is an economic twin of the growth of Stalin's Soviet Union - growth achieved 
purely through mobilization of resources'. It is by no means self-evident, therefore, 
that the aggregate growth path of Soviet type economies is as unique as many 
commentators assume. 69 The second problem is that it remains to be shown that the 
micro-economic inefficiencies that were said to play such a decisive role in the Soviet- 
type system were so different from those in the West. New-class theorists who focused 

on this issue tended to imply a difference in kind, but fudged a systematic comparative 
exploration of this argument. Both Fernandez and Chattopadhyay imply that the 
differences are more those of degree -a position we share. But they also imply that 

"' Chattopadhyay actually briefly recognises this but does not fully consider the implications 
of the argument. This will seem less of a radical argument today than it did in the early 1990s. 
Bizarrely, following the Asian crash, a number of neoclassical economists have dumped the tiger 
economies as models for emulation and begun to suggest that the work of people like Kornai 
on Soviet-type economies can be applied to them too. 



Reviews " 351 

the difference in degree was considerable. How considerable remains to be demonstrated. 
The difficulty here is that the image we have of Western economies presumes high 
levels of efficiency and this is part of the Ideological rhetoric of the market. But internal 
discipline enforced by market competition is very uneven. It is largely absent in key 

areas like military production. But, even in more market-based situations, studies 
have shown that productivity levels can vary enormously between firms in ways not 
easily reconcilable with simple applications of naive competitive theory. 7° 

Thirdly, it is important to remember that economic growth is, in technological terms, 

an emulative process. Sutton, in an extensive study, has shown the central role of 
technological borrowing in Soviet development. " Given his conspiratorial view of 
Soviet development and US-Soviet relations, the continual uncritical use of his account 
by writers on the Left is a little surprising. But, even if he is completely correct, the 
obvious response is, so what? Development from backwardness must be technolog- 
ically derivative. More positively, an adequate summary of the balance between 
technology transfer and internally generated innovation in the USSR compared to 
economies at similar points of development remains to be made, although much of 
the material for this exists. 

Finally, the argument about the inferior performance of Soviet-type economies is 

now often cast, especially in Eastern Europe, as a counterfactual. If only we had not 
had a Soviet-type system 'imposed on us' what might we have achieved? This might 
be called the 'Austrian thesis' and it is now vigorously propounded by commentators 
like Janos Kornai, as he flits between Europe and America. " 

Table 2. GDP Per Capita in Weaker Western European 
Economies as % of EU 15 Average" 

1950 1960 1973 1990 

EU average 100 100 100 100 
Italy 78 87 94 101 
Austria 83 95 98 104 
Ireland 74 60 58 70 
Spain 61 57 75 73 

70 Maddison, for example, quotes US data from the 1960s showing huge productivity spreads 
not only from the best to the worst but in the quartile productivity ratios. For a sample of 13 
industries the ratio of the level of productivity in the 'most efdent' quartile to the average was 
1.6 though it ranged from 1.41 to 2.2 by industry. The quartile ration of productivity of the 'most' 
efficient to the least efficient averaged 3.66. Maddison 1982, pp. 104-5. 

n Sutton 1973. 
n Kornai 2000. 
73 United Nations, 2000. 
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Table 2. (cont. ) 

1950 1960 1973 1990 

Portugal 41 40 55 60 

Greece 39 42 63 56 

Turkey . 37 33 28 30 

Table 2 throws some interesting light on this counterfactual It also shows GDP per 

capita relative to the European Union (15) average, but this time for the major examples 

of Western states which in 1950 had a per capita income less than the EU average. 
The table certainly shows the catch-up of Italy and Austria and, therefore, the basis 

for the envy in the East. But it also shows the uneven performance elsewhere. The 
first thing to notice here is the modest performance in the 1950s. Ireland, Spain, 

Portugal and Turkey all went backwards in relative terms over this decade and therefore 
hardly present a serious model for emulation. In the 1960s, relative progress was 
impressive for Spain, Portugal and Greece, but this weakened in the 1970a and 1980s. 
In the 1980s, only Ireland began to take off after more than three post-war decades 

of relatively weak performance and, even by 1990, had still not attained its 1950 

relative level (it has since, of course, passed it). Turkey, it will be noticed, falls back 

relatively throughout this period. It is easy, therefore, to understand the superficial 

attractiveness of 'the Austrian thesis' as a political slogan. But it is less easy to see 

why such a simplistic counterfactual should be offered by the likes of Kornai save in 

terms of justifying ideologically the shift in relations in the former Soviet bloc that he 

now suppotts. We should be less easily taken in. If Table 2 suggests the basis for the 

rhetorical optimism of the question 'why not Austria? ' it also suggests that it is no 
less easy to pose the rhetorically pessimistic question of 'why not Turkey? ' 

Overall, therefore, what this suggests to us is the need more systematically to 

confront both the rise and fall of the Soviet-type system and the danger of writing 
off the earlier performance either in terms of its level or its type. Why, then, did the 
Soviet system collapse? If we leave aside the contingent factors, then slower growth 
was, to an extent, inevitable as the sources of inputs dried up. In this, there was 

nothing exceptional. Beyond this, we would suggest that there is a need to relate a 

more classical analysis of the movement of the long-run rate of profit with an analysis 

of structural rigidity. Market capitalism has, to a degree, a corrective process to 

profitability problems in the form of Schumpeter's 'creative destruction'. This is oper- 

ationalised through crisis. In modern economies, dominated by huge firms and state 

action, this crisis mechanism functions less 'creatively' than it did in the past, but it 

still operates. In the USSR, separated to a greater degree from the world market and 
dominated by the military industrial sector, creative destruction was an enormous 
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problem. It was simplX not possible to reallocate capital easily between sectors. It was 
this, we would suggest, rather than the inability to improve the rate of surplus-value 
in the workplace that was the key stumbling block. Of course, as in the West, resistance 
in the workplace to such creative dettrucfion could play a role, but it was not primarily 
at this level that the basic constraint existed so much as the more general bureaucratic 

structure. Thus, when profitability began to fall and growth slowed (as it did more 
or less everywhere in the 1970s and 1980s, save in the 'Tiger economies), then crisis 
became structurally endemic, laying the basis for the shift after 1989. Similarly, to the 

extent that the economic structures of these societies had shifted out of line with their 

world market position in more open competition, then this set them up for the fall 

because no amount of rhetoric about reasserting managerial and proprietorial control 
in the workplace (pace Western marketeers) or resisting it (pace Fernandez and others) 

could cope with the undermining consequences of opening up these structures? ' 

Class and class conflict 

It is Fernandez, with his autonomous dass struggle perspective, who promises most 
but unfortunately delivers relatively little on the issue of dass conflict. He is primarily 
concerned to attack views that have written dass in general and the working dass in 

particular out of the analysis of social relationships in the USSR, before developing 
his own approach at a high level of abstraction. This is enormously frustrating, for 

he carries out his critique at length and then offers no more than a relatively brief 

substantiation of his own ideas. So far as his critique is concerned, he is surely right 
to say that the issue of dass has been fudged by much of the conventional literature. 
Earlier totalitarian accounts largely eliminated the working dass, since the emphasis 
was put on atomisation and coercion, Subsequently, a wealth of studies emerged 

which showed that workers could engage in informal behaviour which, to a greater 

or lesser extent, was dysfunctional in terms of the regime. But few were prepared to 

analyse this as an expression of fundamental social antagonism and conflict. Rather, 

the view that prevailed in the mainstream was that state ownership of property 

prevented the articulation of dass relationships -a view that often reflected the 

underlying Webeiian stance of the commentators " Thus, David Lane argued that 

' Chattopadhyay raises another issue which space precludes us discussing but which we 
agree is difficult to treat in a non-capitalist frameworlg namely the clear evidence of cycles in 
the pattern of development of the former Soviet bloc. 

" Lane in Cox 1998, p. 155 approvingly quotes Anthony Giddens writing in 1973 that 'state 
sodal, i-t societies... have ¢er nal.., ru_c_eded in moving towards a classless order, but only at 
the cost vi c. ea1, sys-e w '-z' L-12ZI, .. -. -I s- 
For a fuller critique of the Weberian approach to class in general and Eastern Europe in particular, 
see Crompton and Gubbay 1977. 
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there were no clear dass relationships in Soviet Russia and that Soviet workers were 
more incorporated into the system, despite occasional 'deviant' behaviour, than workers 
in the West. Alex Pravda argued, too, that class formation could not occur but, unlike 
Lane, did talk of a more loosely formed working class group with whom the regime 
had to develop a 'social compact' to achieve its ends. Similarly, Victor Zaslavsky talked 
of an 'historic compromise' recognising social polarities and regime responses, but, 

again, preferring not to use a full-blooded class analysis to express this. Fernandez 

reviews these approaches and then discusses other more or less explicitly Marxist 

accounts treating the issue of class conflict. But he suggests that these too fail to 

produce coherent accounts of the roots of the antagonism between workers and the 

regime. 76 
Fernandez tries to go beyond these by stressing conflict at the point of production 

and relating it to the wider issue of capitalism in the USSR. He argues that it was 
'class struggle [which] 

... 
has undermined the conditions of exploitation in the USSR' 

and that 'the crisis is the result of the vanishing efficiency of an inefficient form of 
capital's real subsumption of labour, caused by the workers' resistance to labour 
intensification over a period of several decades' (pp. 213,323). Workplace resistance 
is an important issue, but it can neither bear the theoretical, historical or political 
weight that he wishes to put on it. Theoretically, there are two problems. Despite his 

over-elaborate presentation of the argument, the core argument is actually quite simple. 
Modern production needs a degree of co-operation from the workers, and all repressive 

regimes are therefore vulnerable to a reduction in workers' commitment. Castoriadis 

makes this point quite effectively, 

No modern factory could function for twenty-four hours without the 

spontaneous organization of work that groups of workers, independent of 
the official business management, carry out by filling in the gaps of official 
directives, by preparing for the unforeseen and for regular breakdowns of 
equipment, by compensating for management's mistakes etc. " 

The many ways in which Soviet workers pursued a strategy of 'they pretend to pay 
us, we pretend to work' are paralleled by workers' responses across the world and 
become especially important when no collective expression of discontent is available. 
Thus, the social history of workers in Nazi Germany bears many resemblances to that 

of workers in Russia in terms of a partial withdrawal of commitment. Secondly, to 

analyse the dynamic of exploitation a wider sense of the dynamic of the system is 

'" Fernandez 1997, Chapters 4-6. 
77 Castoriadis 1988, vol. 2, p. 88. 
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needed than Fernandez, with his internal focus, is capable of delivering and the same 

applies no less to Chattopadhyay's briefer discussion of these issues. Historically, too, 

the centrality of antagonisms in the workplace to the overall downfall of the regimes 

must be questioned. Fernandez essentially offers a version of 'class struggle' Marxism, 

where it is the heroic resistance of the working class that brings down the rate of 

profit. But the evidence to support this is not present here any more than it is in the 
West. What this thesis does is essentially invert the top-down view that labour is the 

source of the problem. To support his case, Fernandez uses as evidence the Zaslavskaya 

Report. This was a report written in the early 1980s for the top leadership to suggest 
that things could be improved by resolving 'the human factor' - the scale of damage 

inflicted by 'careless labour, violations of labour and technology discipline, irresponsible 

attitudes to technology'. But this is a dangerous source of evidence about the real 
problems, in the same way that employer laments about labour discipline in the West 

can be a dangerous guide to the real problems. Obviously, from the point of view of 

employers or the rulers of the Soviet Union, tightened work discipline is a sensible 

response to a profit squeeze. But it does not follow that lax work discipline is the 

cause of that squeeze, any more than it follows that tightening work discipline can 

offer a long-term solution to it. 

Finally, politically, the celebration of shopfloor resistance even under conditions of 

repression must be moderated by recognition of the eventual need to turn this in a 

more organised and politicised direction. Here, Fernandez is less than fair to the Cliff 

tradition of the analysis of state capitalism when he charges it with ignoring the class 

struggle. It is true that this tradition has not so extensively focused on the point of 

production, though it is not true that it has ignored it. But, if, in Fernandez's terms, 

it has slighted this issue, this is because its focus has been more directed to the 

development of generalised political expressions of dass conflict which he ignores. 

Cliff, for example, in his original account, spoke optimistically that'the class struggle 
in Stalinist Russia must inevitably express itself in gigantic spontaneous explosions 

of millions'' In the event, such a explosion of millions did not come until the strikes 

of 1989. But, even before then, small explosions occurred - especially after 1953, and 

most notably at Novocherkassk. Yet Fernandez does not pursue incidents like this. A 

theory of class conflict in the USSR that fails to relate these events to its central thesis 

is strange indeed. Even more significantly, in Eastern Europe after 1948, there was a 
long history of such explosions that have been subject to continual investigation from 

this perspective-19 But, so obsessed is Fernandez with the Soviet workplace, that neither 

Cliff 1974, p. 
" Harman 1988; Barker 1986. 
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the wider events in Russia or those in Eastern Europe are integrated into his analysis 

or, indeed, get much of a look-in at all. °° 
Even in his own terms, this makes little sense. Yet, at the end of the day, the final 

Soviet collapse was political, reflecting the loss of control at the top and the weakening 
of the confidence and capacity of the security forces to act. Although 'order' had 

always been restored� this process had happened several times in Eastern Europe 
before 1989. Top-down reformers, finding their path blocked, had appealed beyond 

the ruling groups so legitimising political action from below which got out of control. " 

Conclusion 

At the end of his essay on Sovietology in the Cox collection, Robert Daniels, who, for 
half a century, has been one of the best mainstream historians of Russia, turns viciously 
on the Western advisers to Yeltsin and the transitologists. If Sovietology failed, he 

says, it was a failure of analysis. But the failure of transitology has been much worse 
for it is a failure of policy, 'intentionally undertaken to realise predicted outcomes'. 
This theme is echoed by Stephen Cohen's essay and that of Bob Arnot who sets out 
in some detail the human costs of the 1990s in Russia. He also quotes John Williamson, 

one of the IMP gurus, talking of the old system as 'the biggest failed social experiment 
in history'. But, in the light of the United Nations Human Development Report's 

estimate that excess mortality in the former Soviet bloc in the ten years of the transition 
has reached nearly 10 million, this comment invites the question, which social 
experiment? 12 

Daniels suggest that those who advised and helped plan the experiment of the 
transition and 'prescribed policies' made five great mistakes. Firstly, the outcomes 
were 'the opposite of intention and prediction: runaway inflation, extinction of 
investment, plummeting of production and mass impoverishment - in short true 

collapse'. Second, there was the failure to understand, and therefore implicit and often 
explicit support for, a shift in social power whereby 'the old "New Class" of the 
Communist nomenklatura turned itself into a phalanx of self-aggrandising entre- 
preneurs'. Third, there was the support given to 'the subversion of fragile, democratic 
institutions by supposedly democratic leaders'. Fourth, there was the failure to predict 

'° Sovietology (including that on the Left) too often focused exclusively on the USSR. This 
focus is unwittingly continued in the Cox collection where virtually none of the contributors 
reflect on the possibility that a deeper and related analysis of Eastern Europe might have 
contributed to an understanding to the USSR. 

" This process is well analysed in Harman 1988. 
12 Arnot 1998, P. 237, UN 1999. 

I- 
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(and the effective support given to) the consolidation of political power in the newly 
independent republics'by former communist officials, now turned nationalist but still 

operating in that old authoritarian manner'. Finally, there was the failure to anticipate 
the way that in the former Eastern Europe the old Communist parties would be able 
to transform themselves into 'reform' parties by the mid-1990s and get back some 

political power. So far from addressing these failures, he suggests, Western advisers 
blundered on, demonstrating 'a capitalistic wish fulfilment mirroring the self-deception 

of fellow travellers on the opposite end of the political spectrum in the 1930s' (pp. 

126-8). 

All of these points are well made and suggest that, as with Russian society, the 

Russian question itself is being transformed and in ways that are just as complex. Old 

forms merge with new, and so do old and new questions. In a recent review of the 

situation at the end of the 1990s, three Russian critics describe what they call the new 
'clan capitalism' that has emerged. This, they suggest, is far from the ideal of the 

market, 

Market competition has only just emerged. It is not simply imperfect (in 

the sense of the word used in economics textbooks); it is deformed, mutant 
from birth. It is not so much the interplay of elemental forces, where the 

one who has lower costs, higher quality etc., prevails, but a battle between 

forces, which are trying to regulate the market. Each clan tries to regulate 

the market in its own favour. These clans clash, and the strongest clan - not 

the most competitive product - prevails. It's like a sack race - where it isn't 

the fastest runner who wins, but the person who can run best inside a sack. "' 

Making sense of this requires not the abandonment of the old Russian question but 

its further development, shorn of its old dead ends. As Sapir puts it in his essay on 

the debate, those who saw the USSR as a form of capitalism understood that capitalism 
is 'a system able to reclothe itself in a great number of forms' and this is what appears 
to be happening in the transition. To this extent, despite differences with some of his 

formulations, this essay must share his conclusion that, 'the question of the unification 

or, to the contrary, the diversity of economic and political forms possible in the 

framework of capitalism, a question which was directly posed by the debate on the 

nature of the USSR, thus remains a current one today'. " 

83 Buzgalin et al. 1999, p. 9. 
81 Sapir 1997a, pp. 114-15. 
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Mike Haynes 

Rejoinder to Chattopadhyay 

While I welcome Paresh Chattopadhyay's attempt 
to extend the discussion of the nature of capitalism 
generally and Soviet state capitalism in particular 
in his reply to my review of his book, I remain 
unconvinced by his arguments. Since writing my 
review article, 'Marxism and the Russian Question 
in the Wake of the Soviet Collapse', ' it has become 
increasingly clear to me that a capitalist/state- 
capitalist view of the USSR is becoming a major 
paradigm on the Left. My own book-length study 
along these lines was published in 2002,2 and, in a 
joint study with Rumy Husan, we have tried to extend 
a class analysis of the history of the USSR/Russia to 
its demographic history. ' In the US, Stephen Resnick 

and Richard Wolff have also produced an extensive 
discussion based on the idea that the Soviet social 
formation was a form of capitalism. ' More importantly, 

perhaps, in Russia and the successor states to the 
USSR, the issue is being widely discussed amongst 
sections of the independent Left. It is true that the 

Haynes 2003. 
2 Haynes 2002. 

Haynes & Husan 2003. 
Resnick and Wolff 2002. 
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best known representatives of the Russia Left in the West, such as Boris 

Kagarlitsky, do not have such a perspective, but they themselves would 

recognise that their view is but one point on a spectrum of debate on the Left 

in Russia. ' What is interesting about the Russian discussion is that it not only 
involves abstract theorisations about the nature of capitalism, value relations 

and the like, but also that discussions are developing which not only see the 
USSR as a form of state capitalism but try to use this idea as a basis for a 
sustained engagement with the USSR's past and the transition in the present. ' 

While much of this discussion has occurred independently of that in the West, 

it has not been hermetically sealed off from that debate. Thus, a Russian 

edition of Tony Cliff's State Capitalism in Russia was published in the early 
1990s, 7 and, while it has been circulated unevenly, its basic ideas appear to 
be widely known; moreover, my own book has also been the subject of a 
review article in the journal Alternativy. e But, outside Russia, we can only 
glimpse the more occasional forms of a debate that is taking place in journals 

and pamphlets with small publication runs. Any attempt to bring together 
the different perspectives on this issue and engage in wider discussion is 
therefore important and welcome. 

This is all the more so as the Russian discussion is reproducing many of 
the elements that can be found in the debate in the West. The most notable 

are differences over whether October 1917 was a genuine revolution followed 
by degeneration towards some form of capitalism/state capitalism. This is 
then closely related to the way in which capitalism is theorised and its relations 
to Russia before and after 1917. 

The position I have argued is that Russia before 1917 was a capitalist society. 
October 1917 was a genuine revolution which briefly opened the possibility 
for a wider international socialist revolution. But this possibility was closed 
down by the Civil War and western intervention which led to a process of 
degeneration that was finally consolidated into a form of state capitalism by 
Stalin's counterrevolution after 1928. In contrast, Chattopadhyay argues that 
Russia before 1917 was not properly capitalist. The revolution in October was 
not a genuine revolution but rather a step in the process of consolidation of 
capitalism. From this starting point, it follows that there is no qualitative 

See Kagarlitsky 2002. 
6 See, for example, Zdorov 2003. 

This edition was based upon a KGB translation secretly made in the 1950s, 
8 Gafurov 2003. 
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difference between what I would see as the ambiguous and contradictory 
forms of the 1920s and the capitalist forms of the 1930s and after. Chattopadhyay 

sets these arguments against the background of disagreement over where 

the analysis of modern forms of capitalism must begin. Since this latter 

disagreement underpins much of the discussion, I will start with it and move 
to the more specific issues raised by the experience of Russia. 

How do we analyse capitalism? 
Paresh Chattopadhyay argues that we must start an analysis of any particular 

society from Marx's method as set out in Capital where, in Marx's words, 
'our investigation begins with the analysis of a commodity'. It is true that 

many who write about Marx share this view. But there are, equally, others 

who take the same view as I do, namely that this is to misunderstand both 

the nature of Marx's enterprise in Capital and how it should be applied to 

the analysis of any particular part of the capitalist world. There seem to me 
to be several common mistakes in this focus on the issue of the commodity. 

The first is the mistake of trying to construct an analysis of capitalism as 
a dynamic mode of production from the conditions of its first emergence, as 
if this can capture the essence of the whole. It is true that capitalism did 
develop first in one part of the world. But it is also true that, over time, it 
developed in depth, through a process of intensification, and in breadth, 
through a process of geographical expansion. Both these processes helped to 
change the manner of its development in other parts of the world and to 

create a global system in which the whole came to dominate the parts. The 

need to understand this historical dynamic and to analyse the changing forms 
that continue to result seems to me to be at the heart of Marxist political 
economy. 

Secondly, there is the mistake that arises from the failure to distinguish 
between Marx's method of presentation of his argument in Capital, where he 
begins by trying to unravel the mystified character of the commodity, and 
his analysis of capitalism as a functioning system. It is true that many Marxists 

reduce the one to the other. I once heard this described as 'the fetishism of 
commodity fetishism'. But that two different things are involved ought to be 

clear from a consideration of the difference between what Marx was trying 
to sketch out in the Grundrisse and the first volume of Capital. 

Thirdly, we must surely question the idea that Marx's analysis was complete. 
Even in its own terms, it was not. We know that he intended Capital to have 



132 " Mike Haynes 

several other volumes and that these volumes would gradually take us closer 
to an analysis of 'really existing' capitalism. The fact that he spent so much 
time giving a factual basis to his analysis in the first volume of Capital was 
not because he thought that its argument was a total analysis of capitalism. 
Rather, he was anxious to show that his abstractions were not, like those of 
classical political economy, ones that might throw the 'baby out with the 
bathwater'. My understanding is that he did indeed see the need to extend 
his analysis both to a more serious consideration of both the nature of the 

state and the world economy. 
This becomes all the more important when we add the process of capitalist 

development into our analysis. Because capitalism is a much more dynamic 

system than any previously known mode of production, it is also more flexible 

in its forms. It can seize hold of old and new forms, mutating them and 
turning them to its advantage. These elements of 'really existing capitalism' 
cannot simply be overlaid on a narrow theoretical analysis deriving from 

commodity relations. They form part of the dynamic essence of capitalism 
as a system and must, I would suggest, be grasped as such. What I find 

attractive in what I understand to be Marx's real method is not that it maps 
out all of the answers but that it provides a way of approaching them which 
treats central features of the capitalism I see around me as integral to the 

system. The problem with Chattopadhyay's approach is that not only does 
he seem to me to misunderstand Marx but, in doing so, he limits what he 

can say about the real pattern of capitalist development. This is because he 

must bring crucial elements of modern capitalism in almost as if they were 
afterthoughts, detached from what I am not embarrassed to call the core 
dynamic of the system. 

Elements of this have long been recognised on the Left. Nikolai Bukharin, 
for example, pioneered the analysis of capitalism as a world economy and 
much of his discussion, despite some qualifications, was taken on board by 
Lenin in his discussion of imperialism (which he never intended to be conflated 
with a narrow discussion of colonialism). It was also taken up by Trotsky, 
before he became a Bolshevik, in his analysis of combined and uneven 
development, and the way that this fed into an embryonic development of 
a theory of permanent revolution. For Rosa Luxemburg, it was also a basic 

starting point which she defended in an extensive discussion that is perhaps 
insufficiently well-known. ' Indeed, for all their faults, many theorists in the 

See Haynes 1985 for a discussion of this. 
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Second International saw the importance of this and the need to build on 
Marx and go beyond him to analyse the capitalism on the eve of the First 

World War. 
This is especially important in the Soviet context. As my review made clear, 

there were autonomous units within the Soviet economy throughout its history 

and, over time, their role grew. But Chattopadhyay goes beyond this and 
argues that 

for the competition of capitals to exist the relations between 'centre' and 

the particular units of production is of little importance. It is not a question 

of centre versus unit, it is a question of unit versus unit. What is fundamental 

is the functional autonomy of each unit in relation to the other units, 
independent of the question of the juridical ownership of the means of 

production and of the question of control from the 'centre'. 

But there was also a unified core whose dynamic cannot be reduced to internal 

commodity relations with the state sector. This was the military-industrial 
complex in its widest sense and it was central to development after 1928 up 
to the end in 1991. But does 'the (reciprocal) separateness and relative 
independence of Soviet enterprises' explain its operation? Did the rockets 

and tanks that rolled through Red Square and the industries that created 
them move at the behest of 'commodity relations within the state sector', or 
was their production a function of global militarised competition? Did an 
'internal logic' of 'separateness and relative independence' explain the Soviet 

space effort? Were Kalashnikovs and the terms of their production set by the 

enterprises producing them confronting other enterprises as 'competing 

commodity producers'? 
Moreover, and this is a point that Chattopadhyay continues to neglect, this 

is not a question that is peculiar to the former USSR, save in degree. The 

same problems have recurred the world over as capital becomes centralised 
on a global scale. To see capitalist relations the world over as being determined 
by the economic and military competition of huge state capitals is not some 

peculiar sleight of hand designed to account for the experience of the 
USSR - it is necessary to understand modern capitalism globally. But the 
implication, which Chattopadhyay draws explicitly, is that we do not need 
a theory of state capitalism. The state is dissolved in economic terms into a 
myriad of units. 10 Equally, by the same logic, this argument must also dissolve 

11 This would also seem to push the state into a purely superstructural phenomenon. 
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the idea of monopoly capitalism too in favour of an analysis of 'unit versus 

unit'. 
This seems to be to be both theoretically and practically disabling. It produces 

an abstract categorisation quite disconnected from any analysis of real 

capitalism. It. is also a retreat from the Marxist political economy developed 

by those who followed Marx and wanted to confront the way that capitalism 

was generating both monopoly and state forms. This is not a question of a 
juridical fixation' but, rather, a coftcern to map both the effective disposition 

of the means of production and to understand how, as capitalism develops, 

so commodity -and value forms also change and become distorted. By contrast, 
the stress on 'unit versus unit' seems (I hope Chattopadhyay will forgive the 
brutal comparison), to be a Marxist equivalent of the theory of perfect 
competition in which all issues of power and concentration are dissolved 

because everything really has commodity relations and competes with 

everything else. 

Russia and the Revolution 

A second issue that divides us is the nature of the Russian Revolution. Here, 
it is important to alert readers not familiar with the detailed historiography 

of 1917, and Soviet history more generally, to a difficulty in the secondary 
literature. Whilst it would not be scientific (in the best sense of the term) to 
reject an argument because of its political provenance, readers do have to be 

aware of the way in which political issues might affect the emphasis and 
interpretations of historians. It is disappointing, therefore, to find some writers 
on the Left uncritically adopting arguments from strands of conservative 
historiography. They do so, apparently, on the grounds that, since we need 
to ask questions about our past and since the Right has been doing this for 
decades, we can trust such historians as a guide to both the questions to pose 
and the answers that follow. Chattopadhyay seems to me to -fall into this trap 
at a number of points, when he tries to form a seamless argument that echoes 
arguments that are familiar in both Western Cold War writing on Russia and 
its Stalinist inversion. " 

u To put it crudely, the Stalinist said everything flowed from Lenin through the - 
Bolsheviks to Stalin and that it was good. The Western Cold-War conservatives said 
that everything flowed from Lenin to the Bolsheviks and Stalin and that it was bad. 
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The first difficulty that I have here is Chattopadhyay's argument that, before 

1917, Russia was "'precapitalist", "semi-feudal"'. This allows him to suggest 
that, in 1917, the revolution 'could not be a proletarian (socialist) revolution 
(at least not in the sense of Marx) in the absence of the necessary material 

and subjective conditions' and that, in 1917, workers, so far from posing 

revolutionary-socialist demands, aimed more at the 'destruction of the 

precapitalist institutions of the country'. We will deal with the latter point in 

a moment. Before doing so, we need to challenge this understanding of Russia 

in 1914. It is true that, judged from the perspective of Britain, Western Europe 

or the USA, the Russian economy was weak (but, of course, the size of the 
Tsarist Empire allowed it to compensate to a degree for this weakness against 
more developed states). But, viewed in global terms, Russia was still one of 
the world's more developed states. Its per capita income was low compared 
to Western Europe and the United States, but its industry was still the fifth 
largest in the world and its merchandise exports were the seventh largest in 

the world (measured in constant prices). ' It is important to realise therefore 
that if Russia was still 'precapitalist' and 'semi-feudal' in 1914, then how 

much more true was this of the rest of the world at this time. The logic of 
this position in comparative terms is therefore to reduce the sense of the 
dynamism of capitalism across the world. 

Fortunately, a proper consideration of what was happening in Russia 

suggests that this is not necessary. The value of thinking in terms of a globalising 
capitalist economy which produces a pattern of uneven and combined 
development is that it points our attention to the transformative powers of 
capitalism and the way that, even as it appears to maintain elements of the 

old order, so it also transforms them. This can be seen in Russia. The overall 
pattern of Tsarist economic growth is well known and has been summarised 
by Paul Gregory in several publications. " I have elsewhere criticised Gregory 
for suggesting that, left to its own devices, the Tsarist economy had the 

capacity to close the gap with the advanced West. " But I share the view that 

capitalism in Russia was sufficiently dynamic both to create a significant 

modern sector and to begin to change what appeared to be the more traditional 

sectors from within. 

12 Maddison 2001, p. 361. 
Gregory 1994,2003. 

" Haynes and Husan 2002. 
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The output of larger-scale industry grew 11 times between 1860 and 1914, 
based especially on cotton, metals and engineering with the development of 
coal and oil in the background. Although growing factory production caused 
the collapse of some small-scale production, there was also a parallel expansion 

of the small-scale sector too. By 1914, Russia had also become the world's 

greatest grain exporter. It is true that these exports and also sales on the 
internal grain market came from landlord estates and larger peasant holdings, 

but this does not mean that there was a simple dual economy. Peasant society 

as a whole was being tied increasingly into a set of market relations and this 

was reflected not only in the economic basis of the village but also in changing 

social and cultural forms and the widening of horizons. 

The important point here is not that the average level of the economy was 
high: development was uneven. But, even where it was low, the wider 
population was being sucked into more modern relations. I have no sense of 
this complex functioning as a 'precapitalist economy or 'semi-feudal' economy, 

nor do such terms help me to understand the actual relations of the Tsarist 

economy. Rather, what interests me as a historian is the way that old and 
new were coming together (a process of interaction evident across the world). 
The fact that the Tsars, for example, claimed to stand at the head of an 
apparently 'feudal' monarchy did not stop them becoming sufficiently modem 
to experiment with the first railway in Russia; it did not stop the father of 
Nicholas II having an Otis elevator built in the Winter Palace; and it did not 

stop Nicholas himself having a fleet of cars, and taking up, first, photography, 
and then film photography with enthusiasm. At one level, these examples 
might be dismissed as fads, but they are illustrative of the deeper process, 

evident even amongst the peasantry, of how old and new was coming together 
in a way that is quite inadequately captured by the term 'semi-feudal' or, 
indeed, 'semi-capitalist'. 

But this mistake then feeds into Chattopadhyay's account of social relations, 
first in respect of the rural situation and then, the working dass. Chattopadhyay 

argues that 

historians have found little support for Lenin's contention about irreconcilable 

class antagonism in the countryside of the epoch between petty capitalist 
'kulaks' and poor peasants and hired labourers. In fact in 1913 the share of 

rural households relying on hired labour counted less than 0.1% and a 
landless rural proletariat engaged in hired labour in agriculture barely 

existed. 
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This argument mixes up several different things. 
The fundamental antagonism in 1917 arose from control of large quantities 

of land by the state, church and large landowners, especially (but not 

exclusively) the nobility. Overlaid on this was the bitter heritage of serfdom 

and the manner of the emancipation that had required peasants to pay for 

their liberation after 1861 through redemption payments that had only been 

ended, under pressure, in 1907. It is true that, in the years between 1863 and 
1914, noble land ownership had fallen by a half, but this still left the nobility 

with many large estates. Lenin had estimated that the average landholding 

of the 30,000 largest landowners could support some 330 average peasant 
families each. It was also here, on these bigger estates and farms (some 

certainly run by owners failing to adjust to the international markets in which 
Russian agriculture was increasingly entangled, but others more adaptive 
and innovative), that a significant hired labour force was developing. The 
figure of 0.1 per cent of the rural households relying on hired labour is, in 

these terms, quite misleading. The 1897 census had identified nearly 2 million 
hired labourers and several million more offered themselves for work at 
harvest time. 15 By 1914, the numbers of both groups had grown and their role 
can be traced in a number of historical accounts as well as in, for example, 
some of Gorky's stories which deal with migrant agricultural workers.,, 

So far as internal differentiation within the peasantry is concerned, there 

are indeed serious arguments here about how far it had gone. But it is quite 
wrong to take the debates of the years after 1917 as a guide to those before 
1917. After 1917, through land redistribution, there was a process of equalisation 
that may or may not have been reversed under NEP. " But, before 1917, there 

was clearly a process of increased differentiation and the Stolypin reforms 
(even with their failures) speeded this up, which is why peasant bitterness 

grew against those who took advantage of the reforms. 
The land seizures that took place were not inspired by the Bolsheviks, but 

a more basic peasant dream and they had the classic elements of a peasant 
revolution. They were directed both against big landowners and richer peasants 

who had benefited from the differentiation which had occurred before and 

after the Stolypin reforms as the following, by no means untypical account 

on a land seizure in January 1918 shows: 

I-' Waldron 1997, p. 58. 
16 See, for example, Mixter 1991. 
17 My views on this are set out elsewhere. Haynes 1985 and 2002. 
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Yesterday, 26 January, at 12 noon the entire commune of Kolybelka, led by 

the chairman of the village committee, appeared at my khutor. They arrested 

me and my family, as well as two policemen who happened to be at my 

house, and left a guard with us with a warning not to go to the house. They 

also placed armed guards around my farm and made threats to my labourers. 

Then they took away all my grain and seed, except forty pud of rye, and 

locked up my barns, I asked them to weigh the grain they had taken, but 

they refused as they loaded up their fifty-six carts until they were 

overflowing.... That night some of the peasants returned, broke the lock 

on the barn and took away my scales and tubs with weights of five pud 

measures. 1s 

Chattopadhyay then unwittingly compounds his mistaken analysis of the 

countryside with an equally erroneous analysis of the working class. The 

industrial proletariat, he says, was 'a drop in the vast ocean of the population'. 
It is true that some Western conservative historians make this point. A figure 

of the industrial proletariat representing less than 2 per cent of the population 
in 1917 is commonly quoted. 19 But this is simply a mistake, born of a desire 

to diminish the revolution. Extensive calculations, begun by Strumilin in the 

aftermath of the Revolution, have been undertaken to estimate the size of the 

working class in both 1914 and 1917. I have quoted in detail one of the most 

authoritative of these elsewhere. 2° The simple point is that the familiar figure 

of three million or so workers represents the factory inspectorate's data for 

those workers in larger factories. It excludes workers in uninspected factories; 

it excludes workers in craft industry, construction, transport, agriculture, 

services and the like. If we add these together then we get a working class 

several times the size of three million. But what share did it make up of the 

population? This is not a proper question. The population includes dependents 

and to compare the wage-labour force with it will diminish the apparent size 
of the working class. The proper way to do the calculation is to calculate 
wage-workers as a share of the total labour force, or, if you wish to calculate 

18 Quoted in Figes 1989, pp. 52-53. A khutor was an enclosed farm with a house on 
it much like an English farmstead. It therefore embodied both the separation of peasant 
land from the village open fields and separation of the homestead from the village. 
It was thus the most comprehensive form of enclosure for individualised agriculture. 
Note, in this instance, that the khutor had both hired labourers and substantial grain 
stocks and equipment. 

" See, for example, Grossman 1976, p. 493. 
ý0 Haynes 2002, p. 22. 
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the working dass as a share of the population, you have to add their dependents 

to the number of wage-workers. It is still the case that the workers remain a 

minority class but not the tiny minority that Grossman and others have 

sometimes suggested. 21 
From this starting point, Chattopadhyay then follows those who argue that 

February was somehow a more authentic revolution than October. Although 

this is not an unusual argument these days, it remains most peculiar. February 

was a genuine revolution that produced a seismic shift in the political spectrum 
in Russia. But, geographically, it was restricted to one city with the rest of 
the country following behind it. Politically, it involved mass action on the 

streets with attempts at the top to stitch together a new government to exclude 
any direct influence from below. Indeed, immediately after 1917, right-wing 
and pro-Tsarist commentators were sometimes just as happy to condemn it 

as a coup as they were to condemn 'the October coup'; indeed, the historian 
George Katkov developed a long book around this thesis. V It is ironic, therefore, 
to find that one of the best defences of February as a revolution, despite its 
limits, came from the pen of Trotsky 

It would be no exaggeration to say that Petrograd achieved the February 

revolution. The rest of the country adhered to it. There was no struggle 

anywhere except Petrograd.... The revolution was carried out upon the 

initiative and by the strength of one city, constituting approximately about 
1/75 of the population of the country. You may say, if you will, that this 

most gigantic democratic act was achieved in a most undemocratic manner. 
The whole country was placed before a fait accompli. The fact that a Constituent 

Assembly was in prospect does not alter the matter, for the dates and methods 

of convoking this national representation were determined by constitutions 

21 Given the role of migration in the formation of the working class and the way 
that some workers maintained ties to the village, there is scope for debate about the 
exact contours of the working class. But this is often presented as a peculiarly Russian 
problem, when the retention of rural ties is a common part of the global migration 
process. The estimate of the proportionate size of the working class in 1914 also 
depends the devisor used. This will depend on which definition of the Tsarist Empire 
is used and how the semi-detached fragments of the empire are dealt with. It also 
depends on whether the official figures are accepted or adjusted as many demographers 
feel is necessary. The most sensible way to do the calculation is probably to focus on 
European Russia, though a critic might suggest that this will overstate the size of the 
working-class minority. The obverse of the confusion over the size of the working 
dass is confusion over the size of the peasantry. Here, there is a very helpful article 
by Moon 1996. 

11 Katkov 1967. 
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which issued from the victorious insurrection in Petrograd. This casts sharp 
light on the question of democratic forms in general, and the revolutionary 

epoch in particular. Revolutions have always struck such blows at the judicial 

fetishism of the popular will, and the blows have been more ruthless the 

deeper, bolder, and more democratic the revolutions. ' 

The suggestion that what followed February was an attempt, in which the 

workers were complicit, to establish a democratic capitalist state is also strange. 
It is true that workers raised specific demands, but, when these specific 
demands dashed with the immediate possibilities set by the capitalist structure 
of Russia, then they were forced to go beyond abstract formulations. I find 

nothing unusual in this, nor do the social historians who have examined this. 
People do not come to a revolutionary consciousness by means of some 
immaculate conception. Indeed, if Ferro's pioneering analysis of the demands 

of peasants, soldiers and workers immediately after February is examined, 
it will be seen that, judged against some template of appropriate slogans, the 

workers appear not the most revolutionary but the least. 24 But this contradiction 
is more apparent than real. The revolutionary-democratic slogans put forward 
in the soldiers' and peasants' motions to the first meetings and soviets most 
likely came from the intelligentsia who happened to be present and reflected 
a tokenism not apparent in the workers' motions. If I ask for a 'democratic 

republic' in the most general terms, this may sound revolutionary but it poses 
no concrete demands -I may even get my employer's support. If I ask for 

a wage increase, shorter hours, demand that a foreman be sacked and so 
forth, then these are real things with immediate consequence and, if I do not 
get them, then I may have to draw the political consequences. Indeed, it 

was exactly this process that historians such as Mandel, Smith, Koenker, 
Rosenberg and many others have shown to be at work in 1917 and it was 
this process that led to consciousness going beyond bourgeois-democratic 
limits. 25 Indeed, it was this process that led to the famous demand, 'Down 

with the Ten Capitalist Ministers! ' -a demand that becomes inexplicable 

within Chattopadhyay's framework. 

Thus, the impossibility of confining the revolution to a bourgeois-democratic 

one did not arise from any Bolshevik adventurism. It was set partly by the 

Trotsky 1968, p. 143. 
" Ferro 1972, pp. 112-36. 

" 25 See the summary of much of this work in Kaiser 1987. 
" 
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difficulty created by the uneven development of global capitalism and the 
lack of any guarantee that Russian capitalism could develop the country to 
Western European levels. This problem then reappeared internally in the 
balance of forces between the different groups at the top of Russian society 

and the tendency of the bourgeoisie to compromise with Tsarism, a tendency 

captured in Struve's well known argument that 'the further to the east one 
goes in Europe, the weaker in politics, the more cowardly, and the baser 

becomes the bourgeoisie'. This produced the paradox in radical thought that 

a bourgeois revolution was only possible if it was carried out by the 
'revolutionary dictatorship of the workers and peasants'. Before 1917, this 
looked like the height of good sense. Today it looks like nonsense. 

At the level of theory, Trotsky's concept of 'permanent revolution' and its 

effective adoption by Lenin and the Bolshevik Party (and, to an extent, by 

the Left SRs) broke through this limited vision of what was possible. But this 
theoretical breakthrough only had historical meaning because it made sense 
of the way that the logic of events in 1917 broke these limits at the level of 
practice. 

The idea that any revolution could not stop at bourgeois political forms 

was sensed by the conservative RN. Durnovo, in the famous memorandum 
he drew up in February 1914 warning against possible war with Germany 

It will start with all disasters being attributed to the government. In the 

legislative institutions a bitter campaign against the government will begin, 

which will result in revolutionary agitation throughout the country There 

will immediately ensue Socialist slogans - which alone are capable of arousing 

and rallying the masses - first the complete reapportionment of land and 

then the reapportionment of all valuables and property. " 

This quickly became manifest after February. Sukhanov put the dilemma of 
those who wanted to limit the revolution. 

The Soviet democracy had to entrust the power to the propertied elements, 

its dass enemy, without whose participation it could not now master the 

technique of administration in the desperate conditions of disintegration, 

not deal with the forces of Tsarism and of the bourgeoisie united against it. 

But the condition of this transfer of power had to ensure the democracy a 

16 Vernadsky 1972, Vol. 3, p. 797. 
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complete victory over the class enemy in the near future. Consequently, the 

gist of the question was whether propertied Russia would consent to take 

power in such conditions, and the task consisted of compelling it to embark 

on this risky experiment as the least of the evils lying before it. " 

I have set out elsewhere some of the processes which led to the failure of a 
bourgeois-democratic alternative to develop in 1917 and the pressures that 

constrained the ruling class to act as it did in refusing to end the war, agree 
to national self-determination, relinquish control of the land, and answer the 
demands for improvements from the working class. " It was their determination 

to limit the revolution that pushed radicalism forward and then forced them 
to begin to follow through the logic of restraining the revolution. Pavel 
Riabushinskii expressed this in August: 

We ought to say ... that the present revolution is a bourgeois revolution, 

that the bourgeois order which exists at the present time is inevitable, and 

since it is inevitable, one must draw the completely logical conclusion and 
insist that those who rule the state think in a bourgeois manner and act in 

a bourgeois manner. 2' 

This was the dilemma that forced sections of the ruling class towards Kornilov. 
The first Kornilovshchina failed and pushed the revolution even further to the 
left, but, sooner or later, a second attempt would have been made and (we 

should know this even more given the subsequent history of revolutionary 
crises being resolved by the Right) would probably have succeeded. 

October did not involve the Petrograd-style street protests of February but, 

contrary to the arguments of the Right, it does have a greater claim to 
democratic legitimacy. It was preceded by a sustained mass mobilisation of 
the population. This gave rise to democratic institutions in the form of the 
soviets of which, by October, there were some 1,400 with well over 200,000 
deputies within them. 30 The soviets were themselves joined together through 

27 Sukhanov 1984, pp. 104-5. 
n Haynes 1997. 
" Quoted Rosenberg 1974, pp. 209-10. 
J0 It is disappointing to find Chattopadhyay repeating familiar and long-contested 

arguments about Lenin's position. It is true that, in the summer, he briefly took the 
view that the soviets might be becoming less revolutionary. It is not true that he 
abandoned them. It is quite wrong to take arguments from the Civil War period about 
the soviets or the working class and transpose them to 1917. This is simply bad history. 
Whatever conclusion one comes to about Lenin's thought or anyone else's, it needs 
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the national All Russian Congresses of both urban and rural soviets, in 

which the number voting on reached extraordinary levels, comparable to 

parliamentary elections. Democratic legitimacy was also reflected negatively 
in the paralysis of the Provisional Government in its attempts to establish 
and popular base for itself and the increasingly shaky collations. The 'seizure 

of power' itself (or perhaps the chasing away of the Provisional Government) 

was certainly the act of a minority, but how could it have been any different? 
And it was legitimated not only by the meeting of the All Russian Congress 

of Soviets in October but also by the All Russian Congress of Peasant Deputies 
in November -a Congress which was elected on a more properly representative 
basis than the subsequent Constituent Assembly because -a point that whose 
significance is too often minimised - the Left SR split was properly reflected 
in the lists and they had a majority of SR delegates, unlike in the Constituent 
Assembly, where the right wing in the SR party manipulated the situation to 
their advantage and therefore did not properly reflect the views of the people 
they claimed to speak for. None of this is to diminish the arguments and 
conflicts of the time, but it is to say that anyone coming from the Left should 
beware of too easily going along with an historical agenda which obscures 
the history of 1917 with the conscious/ unconscious aim of not simply linking 
1917 to Stalin's later dictatorship but, in the process, of discrediting the 

possibility of change from below anywhere. 

Russia between 1918 and 1928 

In the event, the hopes apparent in 1917 and early 1918 proved unsustainable. 
The coalition of the Bolsheviks and the Left SRs broke up; Brest Litovsk 
isolated one part of revolutionary Russia; Western intervention then helped 
to reinforce counterrevolution and both society and the new embryonic political 

to be understood in its evolution. Lenin above all analysed things in terms of the 
concrete situation, which is why, when some critiques draw spurious consistencies, 
others denounce him for inconsistency. Ironically, it was not Lenin who abandoned 
the soviets but his 'socialist' opponents. They were doing so in September 1917 when 
they began to speculate that they had outlived their usefulness and then they abandoned 
them in practice by walking out in October when they lost their majority and in 
elections whose democratic legitimacy has never been seriously questioned. I have 
elsewhere quoted Sukhanov's response to this, which few historians have chosen to 
notice because it undermines claim of those who opposed the revolution to democratic 
legitimacy in soviet terms (Haynes 2002, p. 34). 
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structures collapsed. The scale of the tragedy of the Civil War years still needs 
to be understood to make sense of the subsequent development of Soviet 
Russia. It is disappointing that Chattopadhyay therefore continues to ignore 
it. In his reply, we move effortlessly from the limited discontent in the spring 
of 1918 to Kronstadt in 1921, which suddenly becomes a potential rerun of 
February, a position which is suggested not only by Heller and Nekrich, as 
Chattopadhyay but also Figes, 31 but which I do not believe is supported by 

any serious detailed account of its potential including those cited. 
Chattopadhyay wishes, however, to make the more substantial argument 

that production relations in the years 1918-28 were authentically capitalist. I 
beg to differ. 1917 did not produce a socialist society in Russia, nor did any 
revolutionary claim that it would. The chains of capitalism were forged too 
strongly at the level of the factory, the national economy and the international 

economy for them to be broken so easily. Indeed, in Russia in early 1918, 

many companies continued to operate in the old way. Pick up a Russian 

economic magazine from this period and you will often find an article by a 
leading revolutionary at the front and companies reporting their annual profit 
figures at the back. The expectation of the revolutionaries was, rather, that, 
by a twin and mutually reinforcing processes of international revolution and 
continuing internal change, the basis for a development towards a more 
genuine form of socialist society would be laid. Some limited elements of this 
began to appear, creating the mixture of forms whose character gave rise to 
well-known debates in the spring of 1918. But the Civil War interrupted this 
process with ambiguous results. 

The Civil War fundamentally dislocated the economic process. The role of 
old industrial section of the ruling class was destroyed by nationalisation 
decree of 28 June 1918, and that of the aristocracy by the continuing takeover 
and redistribution of their lands. Russia was further isolated from the 
international economy by the blockade and war to such an extent that foreign 
trade collapsed to a mere 1 per cent of the 1913 level while, internally, the 
economic mechanism also collapsed as production plummeted and elements 
of a natural economy began to appear. Production took place on a hand-to- 

mouth basis, with the priority being to meet immediate military needs. So 

chaotic was this process that 

" Figes 1996, p. 759. 
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we fought without supplies. As early as 1919 there was nothing left in the 

central depots. Shirts were being sent to the front direct from the workshop. 
But the supply of rifles and cartridges was most difficult of all. The Tula 

munition factories worked for the needs of the current day. Not a cartload 

of cartridges could be sent anywhere without the special authorization of 

the Commander-in-Chief. The supply of munitions was always taut as a 

string. Sometimes the string would break and then we lost men and territory" 

The dislocation also had social effects that weakened capitalist forms. But the 
Civil War also halted the development of more democratic forms below and 

not least because many workers left to join the Red Army while the economic 
collapse forced huge numbers out of the cities. It also forced power upwards 
with the new state encouraging the first steps towards degeneration. 

In these terms, it makes some sense to use Trotsky's idea of a degenerating 

workers' state to characterise the ambiguity of relations in this period. Here, 

. we have a society with no clear dynamic and with elements of the revolution 
surviving at different levels and to different degrees in the context of economic 
and social collapse, which prevented a clear and simple reconsolidation of 
capitalism. Where Trotsky erred was in thinking that this situation could 
continue indefinitely. What the 1920s represented was not simply a political 
battle over the fate of the Revolution but a struggle over basic economic forms 

in which the possibility of a reconsolidation of capitalism through the 
development of market and private forms distracted attention from a possible 
development towards state capitalism. 

To support his argument that NEP was an example of unrestrained capitalism, 
Chattopadhyay quotes various data relating to the increase in production and 
numbers of workers. But this is seriously misleading. At the end of the Civil 
War, large-scale industrial production was running at 13 per cent of the 1913 
level. In a key sector like iron and steel, it was only 4 per cent. Even small- 
scale production had been cut in half and grain output was down by a third. 
Moreover, these problems were then compounded in the short term by the 
famine of 1921-2. The apparently spectacular growth rates of the 1920s therefore 
do not reflect the imposition of higher levels of exploitation, but rather the 

process of recovery. There was little new investment save in oil. As Davies 

puts it, 'recovery depended on bringing back into use pre 1917 factories, 

32 Trotsky 1975, p. 433. 
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mines, shops and offices, reassembled, patched up and put to work' 3' This 

process is vividly described in Gladkov's famous novel Cement. Net investment 
in 1926-7 was, on one estimate, still at 90 per cent of the 1913 level (though 
it was higher in industry) and other parts of the Tsarist pattern of expenditure 
were missing most notably the relatively huge expenditure on the military34 
Foreign trade also had recovered only to around a third of the 1913 level. 

The fact that the Revolution was degenerating means, of course, that, over 
time in the 1920s, more and more of the gains of 1917 were lost, but this does 

not mean that there was not a qualitative break after 1928. The essence of the 
turning point, as Cliff put it, is that 

It was now for the first time, that the bureaucracy sought to create a proletariat 

and to accumulate capital rapidly. In other words, it was now that the 
bureaucracy sought to realise the historical mission of the bourgeoisie 

as quickly as possible [through] a quick accumulation of capital ... 
industrialisation and the technical revolution in agriculture ('collectivisation') 

in a backward country under conditions of siege transforms the bureaucracy 

from a layer which is under the direct and indirect pressure and control 
of the proletariat, into a ruling dass, into a manager of 'the general business 

of society: the direction of labour, affairs of state, justice, science, art and 

so forth' -" 

Few would disagree that something significant did happen in these years, 
and I remain impressed by the way Chattopadhyay economically sets out 
the basic contours of some of the key changes in his own book. But his own 
approach makes it difficult for him to see that what is at stake here is more 
than a toughening of the terms of labour. It was the final change in the nature 
of the state machine, the consolidation of the bureaucracy into a class, the 
imposition of a clear and unambiguous accumulation drive in which workers 
and peasants were both politically and economically subordinated to the new 
regime and lost even the most minimal control over their fate. But Stalin did 

recognise this, which is why he sought to draw a line in blood between his 

regime and that which went, for all its inadequacies, before. In these terms, 
he could not have rendered a better service to the survival of capitalism not 
only in Russia but the world over. Chattopadhyay evokes the spectre of Marx 

" Davies 1998, p. 25. 
" Davies 1998, p. 36; Haynes 2002, pp. 58-64. 
31 Cliff 1974, p. 153. 
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having the last laugh. I fear that he is mistaken. Much as I appreciate many 

of the points he makes in his book and elsewhere, I fear that the differences 

between us are serious and that, in his anxiety to expunge the spectre of the 

Soviet experience as a whole, he risks ensuring that it is Stalin who will have 

the last laugh and we will all be the poorer for it. 

References 

Cliff, Tony 1974, State Capitalism in Russia, London: Pluto Press. 

Davies, Robert W. 1998, Soviet Economic Development f om Lenin to Khrushchev, Cambridge: 
Cambridge University Press. 

Ferro, Marc 1972, The Russian Revolution of February 1917, London: Routledge. 

Figes, Orlando 1989, Peasant Russian, Civil War: The Volga Countryside in Revolution 
1917-1921, Oxford: Oxford University Press. 

Fies, Orlando 1996, A People's Tragedy: The Russian Revolution 1891-1924, London: 
Jonathan Cape. 

Gregory, Paul 1994, Before Command: An Economic History of Russia from Emancipation 
to the First Five Year Plan, Princeton: Princeton University Press. 

Gregory, Paul 2003, Ekonomicheskii rost rossiiskoi imperii (konets XiX - nacholo XX v). 
Novye podschety i otsenki, Moscow: ROSSPEN. 

Grossman, Gregory 1976, 'The Industrialisation of Russia and the Soviet Union', in 
The Fontana Economic History of Europe: The Emergence of Industrial Societies, Part Two, 
edited by Carlo M. Cipolla, Brighton: Harvester. 

Gafurov, Said 2003, 'Novyi neobychnyi podkhod k istorii SSSR', Alternativy, 1: 160-4. 

Haynes, Mike 1985, Nikolai Bukharin and the Transition from Capitalism to Socialism, 
London: Croom Helm. 

Haynes, Mike 1997, 'Was there a Parliamentary Alternative in Russia in 1917?, 
International Socialism, 76, Autumn. Also available at: <http: //pubs. socialistreview 
index. org. uk/isj76/haynes. htm>. 

Haynes, Mike 2002, Russia, Class and Power 1917-2000, London: Bookmarks. 

Haynes, Mike 2003, 'Marxism and the Russian Question in the Wake of the Soviet 
Collapse: Review of Rethinking the Soviet Collapse. Sovietology, the Death of Communism 
and the New Russia, edited by Michael Cox; Paresh Chattopadhyay's The Marxism 
Concept of Capitalism and the Soviet Experience; and Neil Fernandez s Capitalism and 
Class Strategy in he USSR. A Marxist Theory. ' Historical Materialism, 10,4: 317-62. 

Haynes, Mike & Rumy Husan 2002, 'Whether by Visible or Invisible Hand: The 
Intractable Problem of Russian and East European Catch-Up', Competition and Change, 
6,3, September: 629-87. 

Haynes, Mike & Rumy Husan 2003, A Century of State Murder? Death and Public Policy 
in Russia, London: Pluto Press. 

Kagarlitsky, Boris 2002, Russia Under Yeltsin and Putin, London: Pluto Press. 

Kaiser, Daniel (ed. ) 1987, The Workers' Revolution in Russia, Cambridge: Cambridge 
University Press. 

Katkov, George 1967, Russia 1917: The February Revolution, London: Longman. 



148 " Mike Haynes 

Maddison, Angus 2001, The World Economy: A Millennial Perspective, Paris: OECD 
Development Centre. 

Mixter, Timothy 1991, 'The Hiring Market as Workers' Turf: Migrant Agricultural 
Laborers and the Mobilization of Collective Action in the Steppe Grainbelt of 
European Russia, 1853-1913', in Peasant Economy, Culture, and Politics of European 
Russia, 1880-1921, edited by Esther Kingston-Mann & Timothy Mixter, Princeton: 
Princeton University Press. 

Moon, David 1996, 'Estimating the Peasant Population of Late Imperial Russia from 
the 1897 Census: A Research Note', Europe-Asia Studies, 48,1: 53-141. 

Resnick, Steven A. and Richard D. Wolff 2002, Class Theory and History. Capitalism and 
Communism in the USSR, London: Routledge. 

Rosenberg, William 1974, Liberals in the Russian Revolution: The Constitutional Democratic 
Party, 1917-1921, Princeton: Princeton University Press. 

Sukhanov, Nikolai 1984, The Russian Revolution: A Personal Record, Joel Carmichael (ed, 
and trans. ), Princeton: Princeton University Press. 

Trotsky, Leon 1965, History of the Russian Revolution, Volume 1, London: Sphere Books. 

Trotsky, Leon 1975, My Life, Harmondsworth: Penguin. 

Vernadsky, George et al. (eds. ), 1972, A Source Book for Russian History From Early Times 
to 1917, Volum 3, New Haven: Yale University 

Press. 

Zdorov, A. 2003, Gosudarstvennyi kapitalizm i modernizatsiia Sovetskogo Souza. Marksistkii 
analiz sovetskogo obshchestva, Odessa (obtainable from <proletar@ukr. net>). 

Waldron, Peter 1997, The End of Imperial Russia, 1855-1917, Basingstoke: Macmillan. 



Competition & Change, 2002, Vol. 6(3), pp. 269-287 {l) Routl e A, 4 .ßC. 

WHETHER BY VISIBLE OR INVISIBLE HAND: 
THE INTRACTABLE PROBLEM OF RUSSIAN 

AND EAST EUROPEAN CATCH UP 

MICHAEL HAYNES' and RUMY HUSANb-* 

'University of Wolverhampton; bUniversity of Leeds, Leeds University Business School and Centre 
for Russian, Eurasian, and Central European Studies, University of Leeds, Leeds L82 9JT 

(Received July 2001) 

Can a strong convergence process be set in motion which will give hope that transition countries begin to catch up 
with the Western world? The collapse of Soviet control in Eastern Europe in 1989, and the subsequent disintegration 
of the Soviet Union in 1991, led everywhere to a re-evaluation of the past and a more optimistic appreciation of the 
pre-1945 potential of this part of the European economy. Specifically, what has been suggested Is that before 1945 the 
countries of Central and Eastern Europe were already well into the process of modem economic growth and towards 
convergence with the advanced West, and that the subsequent imposition of centralised planning did long term harm 
to the region's prospects. Envious comparisons have been made with near neighbours such as Austria or more distant 
examples such as Spain and Italy. This historical revisionism has been used to support the view that, once they were 
freed from state control in the 1990s, these new market economies would have bright prospects. Nowhere, however, 
have these high hopes been borne out. This paper argues that a precondition for the explanation of this failure has to 
be a recognition that this optimistic view of the past is false, and that these economies have been and continue to be 
the victims of much longer run inequalities in the world economy. 
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INTRODUCTION 

Can a strong convergence process be set in motion which will give hope that the group of 
transition countries can go beyond the examples of Poland and Slovenia in recovering 
their 1989 levels of output and begin to catch up with Western Europe? Today, many eco. 
nomists in the West argue that the people in the transition economics should be satisfied 
with absolute progress. Relative progress or convergence would be welcome but it is not 
the immediate issue. This argument is less often made in these countries themselves. The 
United Nations Economic Commission for Europe (UN, 2000: 155) recently noted that: 

"The point of reference, to which most of the transition economies have been - explicitly or Implicitly - target. 
ing their development goal during the past decade, is western Europe and in particular the European Union. One 
of the strategic policy goals of the transition economies is to achieve sustained and high rates of economic 
growth which would enable them to catch up with - to converge upon - the living standards of the developed 
market economies of western Europe". 
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We share the view that convergence is a valid goal. We do not accept that vast inequalities 
in income and life chances should be considered unproblematic either on a European or a 
global scale. Moreover, the suggestion that these inequalities should not be questioned 
seems perverse. One of the reasons that the Soviet system broke down was precisely that 
it failed to deliver on its promise to allow people to attain the living standards and quality 
of life enjoyed in other parts of the advanced world. 

It would be simple therefore for us to urge on the transition, with some slight modifications 
to the existing policies, in the belief that everything will eventually come right and conver- 
gence take place. Such scenarios are still being constructed by advisers to the IMF and World 
Bank, national governments, and also by independent economists (see, for example, Brzeski 

and Colombatto, 1999). But, as Stephen Cohen, a leading American historian and commen- 
tator on Russia has written: 'fairy stories about the "transition" do no one any good' (Cohen, 
1998: 241). 

This paper is written in this spirit. Ostensibly, it is pessimistic - but we believe that it is, in 
fact, realistic. Such realism is necessary if a proper evaluation of the transition is to be made. 
If the old system failed then so too has the transition also failed to live up to expectations. 
Creating a proper basis for realising a decent standard of living across the transition countries 
requires a realistic appreciation of why convergence has been so difficult not only for the for- 

mer Soviet bloc, but for most of the world's poorer economies. This paper argues that a pre- 
condition for the explanation of this failure has to be a recognition that these economies have 
been, and continue to be, the victims of much longer run inequalities in the world economy. 

1 COMPONENTS OF GROWTH 

Capitalism is the most dynamic system that the world has known and this is a central part of 
its attraction. But capitalist growth is always uneven in time. The world economy is subject 
not only to variations in the rate of change through the normal economic cycle but also to 
turbulent long run patterns of variation in growth which suggest that there are limitations 
on capitalism's capacity to advance. Similarly, the pattern of capitalist dynamism is also 
uneven in space with huge geographical disparities in development leading to a world eco- 
nomy based on a structured inequality. 

Much of this spatial inequality has been a product of developments in the earlier stages of 
capitalist development and it then appears to be a phenomenon that the system continually 
reproduces. Capitalism had a long period of gestation in Western Europe in the sixteenth 
and seventeenth centuries when it mainly worked through the development of what we 
today think of as pre-industrial forms. In comparative terms, by the end of the eighteenth cen- 
tury, economic gaps had already opened up between Western Europe and Central, Eastern 
and Southern Europe. But it was still relatively small. Paul Bairoch's heroic estimates of out- 
put per head in 1800 still stand as a rough guide to this: the gap between the richest and the 
poorest regions (already including in the latter the lands in modern day Eastern Europe) was 
around 22% (Bairoch, 1976, Tab. II)1 Although there were developmental and structural dif- 
ferences, any assessment of comparative levels of development at this time must therefore 

'Bairoch estimates the S per capita GNP of Russia, Romania, and Bulgaria to be $170 in 1800; that of 'highly 
industrialised Europe', $211; and that of 'later industrialised Europe' (Austria-Hungary, Germany, Netherlands) 
$219. Maddison (1995, Tabs. I-III: 23) offers a misleadingly large view of the gap in 1820, revised further 
downwards in Maddison (2001). However, these are based on aggregating national population data and imputing 
GDP per capita based on data for Czechoslovakia and estimates for Russia in its USSR boundaries (i. e. not quite 
European Russia). This, therefore, underestimates the true average for Eastern Europe. 
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depend more heavily on qualitative measures of relative backwardness focusing on the extent 
to which economies had become subordinated to the imperatives of capitalist production. 

The industrial revolution in western Europe changed this, opening up a widening develop. 
ment gap in Europe (and also with much of the rest of the world). Eventually the dynamism 
of Western Europe began to pull wider parts of the European economy into the process of 
growth and change. But the structures of inequality established by the earlier growth spurt 
in Western Europe proved remarkably tenacious. In particular it was not just a question of 
a widened gap between national economies but the fact that both within and between econo- 
mies, capitalist industrialisation was uneven - national economic development was based on 
`uneven and combined development' in the sense that modem and less modem forms lived 
alongside each other, indeed fed off and reproduced one another, as to a large extent they 
continue to do so today albeit now at much higher levels of development (Haynes, 1998). 

When we try to conceptualise the overall pattern of development of the world economy 
that resulted from the expansion of capitalism, it is helpful to think in terms of the three com- 
ponents shown in Figure 1. 

Component 1 represents what might be termed the backward expansion of the capitalist 
world economy by which the pre-capitalist world was gradually drawn into the capitalist 
world economy. Outside of Europe, this process of backward expansion was often assisted 
by formal colonisation, though it was by no means synonymous with it. However, since 
this process of backward expansion was essentially completed in the early twentieth century, 
this part of the development of the world economy is now largely of historical interest. 

Component 2 represents the forward expansion of the frontier of capitalist development in 
the most advanced parts of the world economy. Here we are concerned with the intensive 
development of the system as the technology frontier is pushed outwards and growth driven 
to higher levels. Since no-one today seriously entertains a complete economic breakdown 
hypothesis for capitalism, we can assume that so long as a dynamic, competitive world capi- 
talism exists, this forward frontier will advance. However, the historical dynamics of this 
advance remain of great interest. In particular, apart from the shorter term fluctuations of 
the normal boom-slump mechanism which affects the speed with which the frontier is pushed 
outwards, there appear to be disturbing long run variations in the capacity of the system to 
sustain progress. In the inter-war years there was considerable gloom amongst economists 
that capitalism had inherent stagnationist tendencies. However, these seemed falsified by 
the spectacular boom of the 1950s and 1960s - what the French call the 'thirty glorious 
years'. In the 1970s, this `glory' began to be tarnished as growth rates slowed in the advanced 
world. 

The extent of this relative slowdown is considerable. If the advanced world had grown in 
the 1970s and 80s at the same rate that it grew in the 1950s and 60s, then it is estimated that 

Component 1 Component 2 
('Backward Expansion') (`Forward Expansion') 

Component 3 
(Catch up/ Fall Back) 

(<------------------------------------------------------>) 

Development Path 

FIGURE 1 The three components of growth in the world economy. 
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world output would today be 40% higher than it actually is. But it did not. On the contrary, 
growth rates have been much lower (Maddison, 1982,1989,1995a, 1995b). 

Within mainstream economics, this slowdown was taken as an invitation to replace the 
post-war Keynesian consensus by a much more rigorous, market-based theory, disparaging 
earlier emphases on market failure in favour of a focus on `government' or `state failure'. 
But whilst this carried, and to a large extent still does carry, the political argument it did 
not resolve the fundamental difficulty of slower growth. We argue that a convincing explana- 
tion has still to be provided by mainstream economics. But the fact that we do not appear to 
be looking at a transient problem suggests that we should not expect the advanced world 
again to be the engine of change in the world economy that it was in the thirty years after 
1945. This does not mean that the advanced world is in anything like the difficulties it experi- 
enced in the inter-war years but it does suggest the validity of the doubts of those like 
J. K. Galbraith (1992: 10) who questioned the euphoric conventional wisdom of 1989-1991: 

"Few things have been further from accepted thought than the possibility that the explosive events in Eastern 
Europe could have a parallel in the United States or perhaps Britain. Communism had failed; capitalism was 
triumphant. Could anyone be so pessimistic to see that lurking in the successful system were grave flaws simi- 
larly concealed? Alas there were". 

If this is correct, then there are enormous implications for the analysis of component 3 in the 
pattern of change in the world economy. The third component represents the ability of the less 
developed economies to move forwards in relative terms towards the frontier. Neoclassical 
theory suggests an ultimate convergence of all economies to the same advanced level (for a 
critique of this, see Haynes and Husan, 2000). Obviously, this requires a converging pattern 
of growth rates with the more backward growing faster than the more advanced. For some per- 
iods and for some countries there is evidence of this - especially in the years of the `golden 
age' of the world economy in the 1950s and 1960s. But the long term record suggests that 
this convergence is far from universal and that it is difficult to sustain (Ambramovitz, 1986; 
Baucool 1986; Maddison, 1982,1989,1995a, 1995b; Haynes, 1998). In particular there 
appears to be a relationship between component 3 and component 2. 

When the intensive frontier of capitalist development advances strongly and steadily this 
seems to set in motion positive forces which can assist convergence. When the frontier 
advances more weakly and less steadily the convergence ceases and forces are created 
which maintain the development gap and perhaps even lead to fall back occurring -a phe- 
nomenon evident since the mid 1970s excepting East Asia (UN, 1995, Tab. Al: 299). This 
does not preclude groups in individual economies and regions seizing opportunities and 
niches to make progress and close the gap but it does appear to prevent generalised conver- 
gence over the long period being a realistic prospect for the mass of the world's population. 
The fact that some countries have managed to move forward rapidly has, however, been held 
out as a beacon of hope to all the poorer economies and it has reinforced the arguments of the 
IMF and World Bank about the way forward. As a result, a large number of structural adjust- 
ment programmes have been put in place but, in the vast majority of cases, they have not 
succeeded in producing long-run sustained growth surges for the countries concerned, nor 
have they eliminated shorter run instabilities. At the same time, their social costs have 
been considerable and the promised benefits of the so called `trickle down' in wealth from 
the beneficiaries of structural adjustment to those who have suffered the initial costs have 
not been forthcoming (see, for example, George and Säbelli, 1994; Bello, 1998). 
Moreover, any successes must be kept in perspective. It cannot be too strongly stressed 
that if the economies lower down the ladder of development than the advanced economies 
are to move onto a convergence path then they must sustain rates of growth higher than 
those of the advanced world for decades and in some instances, even centuries because 
the target they are chasing is itself moving forward. 
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2 CHARACTERISTICS OF CENTRAL AND EASTERN EUROPE 

Let us now turn to more carefully locate the economies of Eastern Europe into this broad 
analysis. To do this we can draw on the work of a generation of economic historians who 
have gradually pushed back national income estimates, most recently using proxy methods 
to derive estimates for countries lacking the range of data produced by the earlier industria- 
lisers. Although debate continues about precise estimates, with occasional sharp controver- 
sies for individual cases, we now have reasonably good data for comparative work for 
most of Europe through the efforts of Bairoch (Ibid. ), Maddison (1982,1989,1995a, 
1995b), Crafts (1998), and Good (1994) as well as on the basis of historians who have pain- 
fully worked on individual cases. Their work tends to show that a large gap opened between 
the industrialising core of western Europe and the follower countries of Central and Eastern 
Europe in the first three-quarters of the nineteenth century. Thereafter, the follower countries 
began to be pulled into the orbit of industrialisation. Railways were built and internal markets 
were strengthened and linked into the growing world economy, sometimes evoking spectacu- 
lar short run transformations. 

But although there was economic advance in Eastern Europe before the First World War, 
the key issue is about relative performance. Were these economies beginning to catch up and 
close the gap? Table I taken from Good's reconstructions (Good, Ibid. ) shows the general pic- 
ture for the bloc. Let us briefly consider some strategic cases starting with the largest country 
in the area - the Tsarist Empire of Russia with its population of some 160 millions in 1914. 
The reconstructed data of Russian output per head show that Russia was making no relative 
impression by 1914 on the lead of the advanced countries. The gap was still enormous and, 
subject to short period variations, not closing. This is confirmed by the work of Paul Gregory 
who has reconstructed Russian national income from the Tsarist data itself. Gregory (1994) 
has recently offered himself as a historian whose work lends encouragement to the view that 
market capitalism can transform the prospects of modern Russia, arguing that the historical 
evidence of the Tsarist economy makes it hard ̀ to imagine a scenario in which the area of the 
former Imperial Russia would not today be a world economic power offering living standards 
to its citizens relatively close to those of Western Europe' (Gregory, Ibid.: 137). 

But this bold conclusion founders on two difficulties. The first is Gregory's interpretation 
of his own data about what happened. His figures of long run growth per head show that 

TABLE I Levels of Income Per Head in Nineteenth Century Europe Relative to the Level of the 
United Kingdom. 

1870 1890 1910 Growth rate 1870-1910 

United Kingdom 100 100 100 1.00 
Western Europe 

Belgium 77 79 81 1.03 
Netherlands 78 78 78 0.90 
France 58 57 61 1.09 
Germany 48 50 61 1.63 
Switzerland 65 66 73 1.18 

Central and Eastern Europe 
Hapsburg Empire 32 34 42 1.37 
Imperial Austria 38 39 47 1.48 
Imperial Hungary 23 26 35 2.00 
Romania 19 22 29 1.85 
Russia 34 - 32 0.72 

Source: Adapted from Good, 1994, '! able VI. 
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Russia simply did not grow faster than advanced Western Europe and therefore could not 
have been on a convergence path. Nor does it help to extrapolate from Russia's highest 

pre-1914 period of growth since, on his own admission, this was shorter than equivalent per- 
iods in other countries. Moreover, his productivity data for Russia are not especially impress- 
ive and on his own admission perhaps inflated by an under valuation of the labour input. The 

second difficulty relates to what might have happened in a counter-factual world if Russia had 

avoided revolution in 1917. Although at points he is optimistic, Gregory also recognises that 
'it is difficult to know whether the growth [of the Tsarist economy] would have persisted, 
accelerated, or decelerated in a capitalist Russia, ' and he eventually retreats to the proposition 
that 'a capitalist Russia would have participated in the world depression as well as in the gen- 
eral acceleration of economic growth after World War II and the net balance is difficult to 

predict. ' (Gregory, Ibid.: 130). What Gregory means by a 'capitalist Russia' is one with an 
internal market open to the world market. We will note in a moment that the actual experi- 
ence of the rest of Eastern Europe in the inter-war years supports his hesitation about the 

counter-factual possibility of catch-up at this time. 
Romania and Bulgaria are the leading examples of states that developed out of the fragmen- 

tation of the Ottoman Empire. Spulber (1963) suggested long ago that, after initial difficulties 

of readjustment following their independence, separation was preferable, in economic terms, 
to being tied to 'the sick man of Europe'. Romania certainly did move forward in absolute and 
relative terms but it also had assets denied to other fragments of the Ottoman Empire, most 
notably: better internal communications and transport; large estate farming for export with 
'depressed consumption levels in the countryside'; and oil exports which rose from 8,000 bar- 

rels in 1860 to 13.5 million barrels in 1913 (Spulber, Ibid.: 350). Bulgaria, by contrast exhi- 
bited limited evidence of absolute progress before 1910 and probably continued to retreat in 

relative terms, compared to 1870 (see also Lampe, 1975). 
Palairet (1997) presents an even more pessimistic view of Bulgaria and the other Balkan 

states (Serbia, Bosnia, Macedonia and Montenegro) before 1914. Their path was one of 'evo- 
lution without development'. Challenging the traditional historiography reflected by the likes 

of Spulber, he suggests that before 1878 areas within the Ottoman empire, and the future 
Bulgarian lands in particular, benefited from relatively high urbanisation levels, proto- 
industrialisation and a monetised agriculture. This pattern reflected traditional development 
based on the transfer of agricultural rents, the growth of the Ottoman domestic market 
from the 1830s, and the new international trade links of the empire. Independence, however, 
led to a degree of de-urbanisation or severe urban recession, the loss of much proto-industry 
and intensified rural dependence on peasant subsistence agriculture. Serbia 'retrogressed 
economically' when it became independent in the early nineteenth century, and Bulgarian 
independence after 1878 forced that economy onto a 'Serbian path'. 'The removal of 
Ottoman rule led to deepening economic retardation, except in Bosnia, where a rather ineffi- 
cient tyranny was exchange for a more efficient one'. (Palairet Ibid.: 2) It is too early to say 
whether Palairet's strong 'counter-developmental' revisionism will command specialist sup- 
port. The point for us is that it further punctures any attempt to romanticise a nationalist eco- 
nomic history of 'liberation' for these states and it puts more on the defensive arguments that 
suggest that an earlier integration into a possibly more open global market offered an easy 
way to unleash an economic dynamism which could sustain long run absolute progress, 
let alone sustained convergence before 1914. 

In the nineteenth century the political condition of the Ottoman Empire led to it being 
described as 'the sick man of Europe' and the restructuring of power in the Balkans arose 
out of the interaction of internal tendencies towards dissolution and Great Power politics., 
But economically too, the core territories that remained within the Ottoman Empire also 
had something of the character of a 'sick man' in terms of the failure to generate a dynamic 
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of sustained development. It is therefore unfortunate that the Ottoman Empire is usually 
excluded from the discussion of European economic development as it provides an interest- 
ing limiting case of the late nineteenth century convergence pattern. Statistical data for the 
Ottoman Empire is even more fragmentary than for the other countries we are considering 
but what exists suggests a pattern that is similar to Tsarist Russia in terms of failed conver- 
gence. Throughout the nineteenth century, the Ottoman Empire was gradually drawn into the 
orbit of 'development'. Trade shares doubled from the mid century so that on the eve of 
the First World War, exports were running at 14% of GNP and imports at 19%. Economic 
openness was further increased by the debt crisis of the 1870s which led to the imposition 
of Great Power debt administration involving limitations on protection, and foreign control 
of around one quarter of the state budget. This reinforced what Keyder (1987) has termed 
the contemporary 'innocent' Ottoman acceptance that there was a beneficent process of inte- 
gration into the world economy and the possibilities of peripheral development. 

Population grew on the 1911 borders of the empire from 13.5 million in the early 1820s to 
25.5 million in 1911 and output also obviously rose. The key issue is the trajectory of output 
per head. Here it seems possible that there was some slight growth in the long boom of the 
1850s and 1860s. The pattern during the last quarter of the nineteenth century is more uncer- 
tain with Pamuk (1987) arguing for the negative impact of the decline in world agricultural 
prices on the economy. 

Thereafter, output per head may have grown at around I% per annum between 1899-1911. 
Although Palairet (Ibid.: 362) describes the performance of this time as 'respectable', this 
was far from a convergence trajectory. Like Russia, the long run tendency seems one of 
some continuing divergence before 1914. Moreover, behind this data is a picture of substan- 
tial de-industrialisation in the face of superior competition from Western Europe. Pamuk 
(Ibid. ) has traced this in the cotton textile sector where he shows that the compensating 
rise of some factory production was limited, delayed until late on and, on the eve of the 
war, provided only around 15% of domestic cotton textile consumption. Moreover, produc- 
tion was only concentrated in certain localities and therefore contributed to the intensifying 
pattern of uneven development. (Pamuk, Ibid.: passim; Keyder, Ibid.: passim). 

In contrast to the possibly beneficial fragmentation of the Ottoman empire, historians are 
now arguing that the Austro-Hungarian Empire remained a viable economic unit conveying 
positive membership benefits to the states that would develop from it. Good's (Ibid. ) ana- 
lysis of the regional pattern of development in the Austro-Hungarian Empire shows that 
there was significant progress in both Imperial Austria and Imperial Hungary (Tab. I). 
The catch-up effect was greater in Hungary but the distance to be travelled also farther. 
By 1910, output per head in Imperial Austria was still one third higher than in Imperial 
Hungary. However, if these calculations are correct, they do show a positive achievement 
albeit with still a long way to go for the Empire as a whole (Gerschenkron, 1977). But 
the picture is not all encouraging because Good's regional data within the Empire also 
shows the extent of uneven development with the internal disparities being as great as 
the disparities between the Empire and the more advanced states. A huge proportion of 
the Empire's industrial capacity, for example, was concentrated in the area of the future 
Czechoslovakian state which had more than half the employment in mining and primary 
metals and three quarters of textile employment (Pryor et al., 1971: 48). This internal devel- 
opment gap marked the pattern of change in the Russian Empire and the Balkans no less 
than in the Austro-Hungarian Empire though we lack adequate data to give a clear picture 
of it. 

Thus in 1910, after one of the most favourable periods of growth, a strong pattern of 
inequality - with an ambiguous record of catch up - was clearly established in the relation- 
ship of Central and Eastern Europe to advanced Western Europe. The development gap on a 
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world scale was greater still as the United States economy (which in 1870 was already ahead 

of the most advanced European states in output per capita terms), also experienced significant 
growth in this period and by 1910 had output per capita 10% higher than that of Britain 
(Maddison, 1995b). Judged against this standard, therefore, the East European -states had 

made no progress at all in closing the relative development gap. Rather, they had stood 

still - perhaps an achievement in itself considering the extent to which many other parts 

of the world were continuing to fall back - but hardly a powerful indicator of the possibilities 
of convergence within a competitive world economy. 

In making this argument we hive deliberately avoided linking economic failure to political 
conflicts. This is not because of a desire to separate politics and economics. The political 
instabilities of Eastern Europe have, historically, been closely tied to economic forms. But 

these political difficulties served to make a problematic economic situation worse. If we 

were to take fully into account the Balkan wars, for example, then it would be possible to 

paint an even gloomier picture for the period 1911-1913. In 1914, however, the First 
World War broke, as the shock waves of instability in the Balkans were transmitted outwards 
by the interests of the competing Great Powers and this inaugurated three decades where the 

gloom of political conflict overhangs much more the difficulties of absolute and relative eco- 
nomic progress. 

The First World War led to national independence in the former Austro-Hungarian and 
Russian Empires as well as the consolidation of the Balkan breakaways from the Ottoman 
Empire. But recovery from a post-War crisis whose economic and political depth is not 
always appreciated was hampered by the chaos of disintegration and competitive nation- 
alism. Then, when some recovery was in place, the region was badly hit by the Great 
Depression. As Table II shows, only the Soviet Union was able to escape by turning 
in on itself by taking the path of autarkic development (see the discussion below 

regarding Bulgaria's relatively high growth rates) - the East European countries do not 
provide counter-factual evidence for a market-led path of sustained economic growth 
and convergence. 

The resulting pattern of industrial growth in these years is set out in Table III for the 
main Eastern Europe countries. We should note for specialists that this industrial produc- 
tion data may bear some re-examination. Berov (1988) has shown in a careful dissection of 
the industrial production figures for the Balkans that there were significant differences in 

coverage over time that affect both pre-war comparisons and pre 1939 - post 1945 
comparisons. 

However, these qualifications do not alter the broad picture for the inter-war years. In 

quantitative terms the most impressive industrial performance was that of Bulgaria - though 
we should not be misled by this. It is obviously the case that short periods of growth are not 

TABLE 11 Annual Rate of 
Growth of GNP in Eastern 
Europe and USSR 1929-1938. 

Baltic countries 0.98 
Bulgaria 4.75 
Czechoslovakia -0.16 
Hungary 1.42 
Poland 1.90 
Romania 1.69 
USSR 6.04 

Source.. Bairoch, 1976, Table M. 
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TABLE III Index of Industrial Production in Inter-War Eastern Europe. 

1913 1920-21 1925 1929 1933 1938 

Bulgaria 100 - - 179 196 245 
Czechoslovakia 100 70 136 172 101 146 
Hungary 100 64 77 114 91 143 
Poland 100 35 63 86 61 105 
Romania 100 47 92 137 112 178 
Yugoslavia 100 - - 140 116 190 

Source.. Aldcroft and Morewood, 1995, pp. 44 65 79. 

enough for convergence; what is required is substantial 'quality' growth. This was clearly 
explicated by Gerschenlaon (1962: 213) in regard to Bulgaria: 

"between the early years of the century and the end of the inter-war period, there was a fair amount of growth of 
industrial output in Bulgaria, but that growth did not reveal the specific qualities associated with a great spurt of 
industrial development in conditions of considerable backwardness. Thus it is the absence of structural change 
rather than the absence of growth that primarily calls for explanation". 

And this is a picture that appears more or less accepted by economic historians writing in 
Bulgaria post 1989 (see Tutundzhiev, 1996). A demonstration of the weakness of develop. 
ment in the whole Balkan area at this time is the fact that manufactured goods only made 
up 2% of their exports. The economy was therefore still largely based on primary products 
far removed from frontier levels of technology (Spulber, Ibid.: 358; see also Lampe and 
Jackson, 1982). 

If this argument can be made about the pattern of performance in Bulgaria, then the experi- 
ence of the other East European countries becomes even more telling. At the other extreme is 
Poland where industrial output per head was actually less in 1939 than it had been in 1913. 
Investment in Poland peaked in 1928 but then by 1933 had fallen to a mere 33% of this level 
(calculated from Concise Statistical Yearbook of Poland, 1937: 54; see also Skodlarkski, 
1995). Table III also shows that the much vaunted `Western quality' of the Czechoslovak 
economy did not protect it from having an unhappy economic history in the inter-war 
years as a whole. The new Czechoslovakian state emerged from the Austro-Hungarian 
Empire with 27% of the population but 43% of the manufacturing labour force. Between 
1920 and 1929, GDP per head grew at the impressive rate of 5.1% per annum although 
the long run rate from 1913 to 1929 was much less impressive at 2.35% per annum. 
Nonetheless, by 1929 GDP per head was nearly 60% above the 1920 level and 45% 
above the 1913 level. Then disaster struck with a 21.1% decline in GDP per head between 
1929 and 1935 with a recovery to only 94.1% of the 1929 level in 1937. Taking the period 
1913-1937 as a whole, therefore, the long run growth rate of output per head was only 1.3% 
per annum and 2.4% for the shorter period 1920-1937 (Data calculated from Pryor et al., 
1971). Thus, although it had the benefit of inheriting the industrial core of the former 
Austro-Hungarian Empire, its total output per head in 1938 was only around two thirds of 
the European average and significantly - some 20-25% less than output per head in the 
rural dominated, ex-colony of Britain - Southern Ireland (See Harrison, 1994 for comparative 
estimates in purchasing power parities). 

The performance of the agricultural sector in Eastern Europe was, if anything worse, as 
this felt the full brunt of falling world prices for primary commodities (Maddison 1989; 
Aldcroft and Morewood, 1995). As a result, economic growth as a whole remained poor 
in this period and it is not surprising that Spulber (1963: 359) concluded one of his pioneer- 
ing Western forays into the economic history of the Balkans with a conclusion that some 
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subsequent historians have generalised to Eastern Europe as a whole (see also Spulber, 1966; 
Aldcroft and Morewood, 1995): 

"a gigantic backlog of backwardness, increasing demographic pressures, consistently erroneous economic 
policies, insuperable nationalist barriers to peaceful co-operation in the area, all but arrested the process of eco- 
nomic growth... the area remained, along with a few other countries, the most depressed part of Europe. " 

3 THE STATE AND EAST EUROPEAN DEVELOPMENT 

The above indicates the failure of market-led development to close the relative development 
gap in Russia and Eastern Europe. Almost from the outset, therefore, there were moves by the 
state in this region to overcome this failure by pushing the development process. As an aside, 
we acknowledge that use of the binary distinction of 'market' and 'state' masks the often 
significant changes in both means of allocation over the past century. But the fundamental 
point that an increasing use of the 'visible hand' implies increasing recourse to state owner- 
ship and intervention with the converse applying for the 'invisible hand' of market resource 
allocation, still holds. The most famous formulation of an active state policy in this region 
can be found in the writings of Gerschenkron (1962; 1968). Gerschenkron argued that 
in Europe (he was uncertain if the argument applied beyond it) competitive industrialisation 
increased the pressures on backward states, generating ideologies of modernisation and 
industrialisation and with it, pressures on the state to take purposive, interventionist mea- 
sures. Put simply, the more backward the economy, the more prominent the role of the 
state in its pattern of development. 

The role of the state increased considerably in Eastern Europe in the inter-war years and 
especially in the 1930s - prefiguring post-1945 developments. Indeed one Polish economist, 
writing in the 1960s, argued that 'aj? er 1930 came the triumph of the concept of increasing 
state intervention in economic life' (Karpinski, 1964; 30 - emphasis added). The pattern of 
state action also bore similarities to what was to come later and especially the focus of tying 
development to the military-heavy industry sector as Hauner (1986: 50) makes clear 

"The rising military expenditures and investments ... constituted one of the most effective instruments of state 
interventionist policies, by means of which the majority of east European states sought after the depression to 
reactivate a whole range of economic sectors, particularly domestic savings, which in turn were to contribute to 
the strengthening of the defence potential. " 

At the end of the Second World War, therefore, there was a general perception that what 
was needed was an even more vigorous period of state-led growth. One manifestation of this 
was the pioneering analysis of Rosenstein-Rodan (1943) which later became a classic in 
development economics but which was originally addressed to the problems of South 
Eastern Europe. He argued that in a situation where as much as 25% of the population 
was either partially employed or fully unemployed, there was no other solution than a 
state directed 'big push' across a broad front. In a very real sense, this was the aim of 
Stalinist development in post-war Eastern Europe undertaken by various Communist parties 
subservient to the needs of the Soviet Union. We shall, however, not elaborate upon the 
details and outcome of this development path as it is readily available (see, for example, 
Kaser (ed. ) 1986; Aldcroft and Morewood, Ibid. ); suffice to note that the aims of 'catch- 
up and overtake' as laid down by Stalin in the years of the First Five Year Plan were, 
ultimately, not achieved in any part of the region. 

We can argue that Gerschenkron's (Ibid. ) approach remains immensely attractive to those 
looking at the comparative role of the state in industrialisation but it has also attracted much 
criticism. Whilst no one disputes the reality of the pressures on backward countries, it has 
been argued that the scale of the response was often unimpressive. Nor were state actions 
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always consistent -a point recognised by Gerschenkron but perhaps underplayed. It has also 
been argued by free market supporters that attempts by the state to substitute for market incen- 
tives were often counter-productive (see Kahan, 1967; Gregory, 1991,1994). It is not possible 
here to deal fully with the latter point, except to note that the central thrust of this paper is a 
critique of the idea that the market can solve the basic problem of inequality in Eastern Europe. 

There was a contradictory dialectic at work here. On the one hand, as Hardie and Rainnie 
(1996) have noted, ̀ to some extent successful state-promoted development held within it the 
seeds of its own destruction insofar as it promoted and accelerated the processes of integra- 
tion and internationalisation'. But, from the 1970s, such increasing integration meant that the 
external pressure of the world economy began to be felt in a more corrosive manner. To shift 
the slowing economies to a more efficient, intensive, path necessitated trading in technologies 
and know-how from the advanced countries which, in turn, resulted in these economics being 
absorbed more into international commodity flows - including finance in the form of loans, 
which had to be serviced in convertible currency. 

Thus, this `slow integration' into the world economy potentially offered economic advance- 
ment, but it also created additional pressures through rising debt, trade imbalances, and the 
international transmission of inflationary pressures which put a severe burden on the domestic 
planning mechanism. Within the economies too, there was some readjustment as internal eco- 
nomic ties were partially loosened in a number ofcountries to the benefit of those in agriculture, 
petty entrepreneurs, and what were soon to become known as 'nomenklatura capitalists'. The 
development of the latter group represented the beginnings of a shift whereby members of the 
nomenklatura began to turn their control of the state into what were legally, as well as socially, 
forms of private ownership. This was a shift made easier as a new and less ideologically com- 
mitted generation came to knock on the doors ofpower. The result was that before 1989, many 
of those at the top of these societies were being pulled in two directions (albeit unevenly 
between countries) - towards a renovation of the old system and towards its dismantling. 

4 DIVERGENCE AND THE TRANSITION 

The events of 1989 and 1991 swung the balance decisively in favour of the latter path - bring. 
ing to the fore new leaderships who were prepared to use popular pressures for change to their 
own advantage. This was not least because they had their own 'technocratic' conceptions of 
the process of reform. These were then given additional credibility by Western governments, 
international institutions, and professional advisors. This Western support arose less from a 
direct commitment to growth than a commitment to ensuring international financial stability 
and the solvency of the Eastern bloc, a solvency which in the short to medium term might well 
require the sacrifice of growth. The net result was that the new leaderships were able to impose 
enormous changes on the population of Eastern Europe which certainly took them closer to 
the Western model in form, but which also negated the hopes that the mass of the population 
had for both a freer and a more prosperous future. All countries dismantled the command 
economy structures and, at varying speeds, implemented reforms in an unequivocal direction 
of the market economy: liberalisation of prices, ending of subsidies, liberalisation of trade and 
trading on the basis of hard currency, and move towards exchange rate convertibility. The 
belief that institutions supporting the marketing mechanism would automatically arise from 
the unregulated working of the market has demonstrably proven to be false and, we argue, 
was a naive, irresponsible, assumption (also see Haynes and Husan, 2002). 

What impact has this had on convergence? Table IV below shows some scenarios based on 
the severely strict assumption of constant long run growth rates. Obviously, the convergence 
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TABLE IV Growth Rate and Full and 50% Equalisation of GDP Scenarios for Transition 
(TC) Countries with Developed Countries (DC) in 19921. 

TC fall catch TC 50% catch 
DC growth rate (e) TC growth rate (e) up period (Yrs) up period (Yrs) 

23 136 65 
24 68 33 
25 46 22 
34 137 66 
35 69 33 
45 139 66 

Note: the years are rounded; 
'To determine the catch-up period, we use the following formula: - 

Gx' = Aý' (I) 

where, 
G- Initial GDP per capita of the developed countries, 
geInitial GDP per capita of the transition countries, 
x=(I + annual growth rate of developed countries), 
y- (1 + annual growth rate of transition countries), 
n- yearn for the equalization of GDP per capita (or catch-up period) 
Taking logs we obtain. 

thus, 

and 

Log G+ nLogx = Logg + nLogy, i2) 

Log G- Logg = n(Logy - Log x). (3) 

it - Log G- Loag/(Losy - Los x) (4) 

The catch-up figures are based on Maddison's GDP per capita figures for 1992 (Maddison, 1995b), v&, 
GDP per capita of developed economies=$17,444 (Arithmetic average of twelve Western European 
countries: Austria, Belgium, Denmark, Finland, France, Germany, Italy, Netherlands, Norway, Sweden, 
Switzerland, UK - and four 'Western Offshoots': Australia, Canada, New Zealand, USA); GDP per capita of 
Transition Countries - $4,627 arithmetic average of seven East European countries (Bulgaria, former 
Czechoslovakia, Hungary, Poland, Romania, former USSR, and former Yugoslavia). 

time (assuming its possibility) will fluctuate for individual countries - with Central Europe 
achieving it far more quickly than Central Asia. Taking averages, if the transition economies 
as a whole grew at one per cent quicker than developed countries, full convergence would 
take over 130 years; if they grew at two per cent quicker, this would take over 60 years; 
and for the highly improbable scenario of their growing at three per cent quicker, over 40 
years. For 50 per cent catch up, the years are 66,33, and 22 respectively. Even for this 
much more realistic prospect, the benefits will not be available to many of the present work- 
ing generation. This stark and harsh reality was conspicuous by its absence in the euphoria 
and triumphalism of the early post-1989 reform period. 

But far from the transition leading to convergence following what was hoped would be a 
short run 'transition recession', the reality has been a prolonged slump in output, unique in 
world economic history, that has led to a further falling behind the developed world. In order 
to maintain the momentum of the transition, and to encourage laggards, there has sometimes 
been a tendency to put the best possible gloss on the evidence of recovery arguing that the 
scale of the crisis was exaggerated by data problems and the scale of the recovery underesti- 
mated for similar reasons. So, for example, to put the recovery data in the best possible light 
many statistical series are now presented starting from 1991-1992 rather than 1989 (or before) 
when the transition process began. But this should not detract from the harsh reality that the 
region as a whole has considerably fallen further behind - indeed, practically all socioeconomic 
indicators showed a drastic deterioration in the early years of transition followed by a slow, 
hesitant, recovery (see below). Clearly though, there has arisen significant regional differences, 



RUSSIAN AND EAST EUROPEAN CATCH UP 281 

and in cognisance of this, for example, the EBRD's annual Transition Report now gives a three- 
fold typology of the region - broadly, in descending order of performance: Central and Eastern 
Europe and the Baltic states (CEEB), South Eastern Europe (SEE - though this is often 
included in the former), and the Commonwealth of Independent States (CIS). But, as Table V 
(showing the growth rates for several transition economies as well as regional growth rates) 
reveals, our argument is that even the best performing countries cannot be viewed as 'success' 

stories given that the economic and social costs even in these have been inordinately high. By 
the end of 1999, only three countries had attained their 1989 level of output. 

The region's difficulties have thrown conventional market arguments into turmoil in this 
part of the world. Beyond Eastern Europe, the situation in the successor states of the 
Soviet Union is been even more disastrous with possibly the greatest peacetime collapse 
in output in known economic history and certainly in the known economic history of 
advanced economies. Moreover the oft advanced justification of the recent past that this 
was acceptable so long as Russia in particular was achieving a degree of monetary stability 
collapsed when the Russian finance system was shaken in the summer of 1998. 

But to understand fully the nature of this transition crisis and its failure to deliver conver- 
gence we must draw attention to four other points. The first is that the transition has been 
based upon a competitive process of restructuring in an extraordinarily short period of 
time that is quite unique in peace-time modem history. The consequence has been disastrous 
as witnessed in Table V- forcing the former Soviet and Eastern Europe economics down- 

wards in the international division of labour. Thus, as Stiglitz (1999) points out, Russia 
was fast becoming an extractive economy, rather than a modem industrial economy. This 
need not have happened. In 1989, there were hopes of a massive inflow of Western invest. 
ment and aid to help to renovate the creaking industrial structures (Haynes, 1992). This 
has not been forthcoming with the result that firms and industries that were inefficient in 
world market terms have virtually collapsed, unless protected by the state. Table VI shows 
that in percentage terms, the region has received extremely small levels of inward 
investment - Central and Eastern Europe inflows peaked at a total of 4.3 per cent in 1995 
before falling back to 2.5 per cent in the aftermath of the 1998 Russian financial crisis. 

Second, even if we accept the most optimistic data for the economies at the forefront of the 
transition, we must not forget that recovery does not in itself mean convergence since these 
economies are chasing a moving target, that is, the developed economies have continued to 
grow - albeit unevenly during the 1990s. When the transition economies recover their 1989 
levels of output they, therefore, will have fallen much further behind. Consequently, conver- 
gence requires them to sustain higher rates of growth over a sufficiently long period to first 

recover the initial relative gap, and then to begin to close it. 
Third, as emphasised earlier, the previous history of convergence suggests that the most 

favourable environment is one in which the world economy demonstrates considerable 
dynamism. Yet the transition began in 1989 at a time when the boom of the late-1980s was 
beginning to peter out and giving way to a severe recession. Though a recovery has been 
under way, it is questionable whether there is the possibility of levels of growth being achieved 
that are comparable to the long boom after 1945. Liberalisation has indubitably led to closer 
integration with the rest of the world economy but has not achieved positive restructuring and 
concomitant increase in economic growth. Though, apart from Japan, the major centres of the 
world economy have continually grown since 1992, prospects for the early years of the new 
millennium suggest modest growth at best. Consequently, the immediate future does not bode 

well for the region: the same of course can be said for other developing parts of the global 
economy. Perhaps those Central European countries destined for the 'first wave' of EU 
membership (Czech Republic, Estonia, Hungary, Poland, Slovenia) may prove exceptions 
to the trend. This, however, is debatable - especially considering that membership dates are 
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TABLE VI FDI Inflows to Transition Countries (as Percent of Total World Inflows). 

1994 1995 1996 1997 1998 1999 

Central and Eastern Europe' 1.4 43 3.5 4.0 2.7 2.5 
Caucuses and Central Asia2 0.4 0.5 0.6 0.7 0.5 0.3 

'Includes Albania, Belarus, Bulgaria, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Moldova, Poland, 
Romania, Russia, Slovakia, Ukraine. 
=Includes Armenia, Azerbaijan, Georgia, Kazakhstan, Kyrgyzstan, Tajikistan, T rkmenistan, Uzbekistan. 
Source. UNCTAD, World Investment Report 2000, Annex Table B. I. 

still undecided and unlikely to be before 2004/5. Moreover, the new members will not be 
allowed membership of the Common Agriculture Policy for approximately five to seven 
after joining the Union (so de facto being second class members for this period). The benefits 
of EU membership for Central Europe have been laid down by Baldwin, Francois, and Portes 
(1997) but subjected to criticism by Rodrik (1997). However, even if we allow the superiority 
of the 'benefits' argument, what is clear is that in terms of catch up, we are not likely to sec the 
beginning of this process (allowing for individual countries such as Slovenia to prove excep- 
tions) for at least another four to five years. A large question mark must, therefore, remain as to 
whether the transition economies have the capacity to achieve long run convergence. 

Finally, it is clear that what recovery that is occurring is also resulting in a spread of regional 
differentials in many transition economies. This can be clearly seen in Hungary which has a 
better record than most in attracting foreign investment. What is revealing, however, is its inter- 
nal distribution: `of the $15 billion foreign investment which Hungary has received since 
1990, about 75 per cent has gone to Budapest and the Western counties, according to 
Ministry of Trade statistics. Only an estimated one per cent of this capital went to each of 
the four counties of Eastern Hungary' (Haynes, 1998). This is an extreme case but it reflects 
a wider problem and suggests that regional divergence is likely to be more marked in the future 
than in the more recent past. Thus the transition appears, as Hardie and Rainnie (Ibid. ) have 
helpfully analysed in the case of Poland, to be to reinforcing the pattern of uneven development 
in the area. The pattern of competitive restructuring is creating what they call, `islands of 
relative development in a sea of peripherality' (Hardie and Rainnie, Ibid. ). These islands 
are built up from four elements. The first is the expansion of the services sector which had 
been repressed under the old regime. It is this that contributes to the appearance of modcrnisa- 
tion in the major cities. The second is the limited development of branch plant investment from 
selected Western multi-nationals. The third is the development of successful niche, native, 
industries. The fourth is the development of marginal small firm formation. Hardie and 
Rainnie are especially caustic about the possibility of this sector providing a launching pad 
for intensive development, arguing that in Poland, the vast majority of small and medium enter- 
prises are members of `the flea market rather than the free market, making low or non-existent 
profits'. But equally, despite low wages, East European industries are frequently saddled with 
high unit labour costs (Husan, 1996) which makes them relatively unattractive as bases for 
major inward investment (leaving aside the disincentive of relative political instability that 
exists in much of the former Eastern bloc). 

5 CONCLUSION 

No honest reading of the results of the reform programmes can deny the widespread and 
sometimes appalling deterioration in socio-economic conditions for the mass of the people 
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in the region. UNICEF tracks these in its annual Regional Monitoring Report and the latest 
issue (UNICEF, 2001, Statistical Annex) does not provide much comfort for advocates of 
both shock therapy or gradualism in the transition economies. That said, there are, how- 

ever, differences within the region so that a post-transition `performance hierarchy' has 

emerged. At the top are the countries of Central Europe, followed by the Baltic' 
Republics (who are clearly performing the best of the former Soviet Republics), 
Southern Europe, the former European Soviet Republics, the Caucuses, and finally, the 
Central Asian Republics. But this does not imply that even the EU Accession candidates 
of Central Europe can be viewed as unalloyed successes. Thus, the country which has 

achieved by far the greatest growth rate (Poland) with 28 per cent above the 1989 level 
by 2000, has yet to achieve its 1989 level of average real wage. To summarise a few indi- 

cators other than those already examined: real wages have fallen dramatically (by 1998, 

only the Czech Republic, Croatia, and Armenia had seen real wages rise above 1989 
levels); the crude birth rate has seen a secular decline throughout the region - alongside 
declining fertility rates; the crude death rate has increased in several Central European 

countries and sharply risen in the CIS republics; male life expectancy has declined 
in the former Soviet Republics. The figure for Russia fell from an already low of 64 in 
1989 to 60 in 1999, that is, down to developing countries levels; the registered crime 
rate has shot up in most countries since 1989 - often more than doubling (UNICEF, 
2001, Statistical Annex). There has been an increase in inequality - as seen by a ubiqui- 
tous rise in the Gini coefficient for distribution of earnings. Finally, corruption has become 
endemic (EBRD, 1999). What these indicators plainly show is the depressing corollary to 
the economic slump and divergence that has occurred. 

One impact of these results has been the resounding end to the post-1989 triumphalism 
that so gripped the region in those heady days. Yet, proponents of the technocratic, free 
market reform programmes, particularly of shock therapy in Poland and Russia, have not 
retracted or modified their theoretical framework in any meaningful sense. The central 
tenets of the IMF-World Bank 'Washington consensus', ̀ invisible hand', ideology remain 
intact. Indeed, the role of Western advisers has been one of the unsavoury features of 
the transition (see Haynes and Machold, 2002). We, however, contend that the sudden 
jump to a market economy was bound to be problematic. Without the dense network of 
supporting and regulatory institutions prevalent in the advanced economies in the realms 
of production, trade, and finance, market failures in the region would be (and have been) 
extraordinarily severe. This simple but powerful fact was invariably neglected by the 
early reformers - thus demonstrating a naively optimistic and ahistorical belief in the magi- 
cal properties of unencumbered, self-regulating, markets. Perhaps a strong global boom in 
the early 1990s may have lessened the transition slump, in accordance with our schema (see 
Fig. 1) of a strongly advancing ̀ component 2' pulling along the East European element of 
'component 3'. But, unquestionably, such reasoning and indeed such a framework, have 
been completely neglected by the leading reformers and advisers. Moreover, if Eastern 
Europe has been the most important testing ground for the Washington consensus policies, 
it is by no means the only one: indeed IMF structural adjustment programmes and loan 
conditionality have been a recurring feature of Third World and Newly Industrialising coun- 
tries' development strategies for two decades. But the results of these have been far from 
uniformly positive. Furthermore, the 1997 East Asian financial crisis and the recent 
economic implosion of Argentina also provide devastating rebuttals of these policies. 
The outcome, therefore, of all this may be a tempering of the Washington consensus and 
the emergence of a `post-Washington consensus'. 

A key figure in acknowledging the shortcomings of Washington consensus policies has 
been the former Chief Economist of the World Bank, Joseph Stiglitz. In a sharp critique 
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of leading Western advisers to the transition countries (such as Aslund, Layard, Sachs, etc. )' 
and their focus on textbook (neoclassical) models, Stiglitz (Ibid. ) persuasively argues that: 
`[i]t is not just the creation of market economy that matters, but the improvement of living 
standards and the establishment of the foundations of sustainable, equitable, and democratic 
development'. The results emphatically show that though most transition economies have 
achieved 'market economy status', this has nowhere, yielded significant and generalised 
improvements in living standards nor 'democratic development'. 

In conclusion, therefore, we argue that the economic history of the Eastern bloc shows that 
there is a long run development problem in Central and Eastern Europe that no regime has 
been able to solve, but one which has been worsened by the reckless policies of the post-1989 
reformers. This is clearly shown by Table VII which provides a comparison of per capita 
GDP for Eastern Europe and Western Europe for the bulk of the 20th century. 3 

What has happened instead has been a series of lurches from market to state and back to 
market that have imposed huge, but unequal, costs on the population of this area. In each 
instance, the justification has been that at the end of the day those who suffer will be 
rewarded with a higher absolute standard of living and a closing of the relative gap with 
the advanced economies. Though the experience of the 20th century does show an increase 
in the former, this has been, in comparison with the West, rather modest. In regard to the 
latter, by the end of the century, the gap had actually widened dramatically. Table VII 
shows that whereas in 1913, Eastern Europe's average per capita GDP was almost half 
that of Western Europe, this relative gap declined (but remained steady) to about 40-42 
per cent of Western Europe from 1929 to 1973, before falling further back to 37 per cent 
in 1989. The catastrophic impact of the post-transition reforms can be seen from the figure 

TABLE VII A Comparison of GDP Per Capita: Eastern Europe Versus Western Europe 
1913-1998. 

Western Europe (W. E) 

Dollars Index 

Eastern Europe (E. E) 

Dollars Index E. E/WE (36) 

1913 3482 100 1642 100 47 
1929 4358 125 1817 111 42 
1938 4685 135 1939 118 41 
1950 5513 158 2234 136 40 
1973 12527 360 5289 322 42 
1989 17159 493 6329 385 37 
1998 19713 566 5300 323 27 

Notes: Western Europe is the average of Austria, Belgium, Denmark, Finland, France, Germany, Italy, 
Netherlands, Norway, Sweden, Switzerland, and UK, Eastern Europe Is the average of Bulgaria, 
Czechoslovakia (Czech and Slovak Republics for 1998), Hungary, Poland, Romania, USSR, and 
Yugoslavia. Figure for 1913 does not include Poland and Romania. 

There are some problems with the data. Maddison (Ibid. ) uses, for 1913-1989, figures for the 'USSR' 
which include non-European republics. This will have the effect of lowering the avenges for Eastern 
Europe. The Western Europe figure for 1998 includes former Eastern Germany as part of the figure 
for Germany; this will lower the average for Western Europe. The 1989 data shows a higher figure for 
Bulgaria than for Poland - clearly misrepresenting the true figure. 

Source: Figures for 1913-1989 derived figures from Maddison, 1995b, Table D1-s: 194-197, Table 
D1c: 200-201 (in 1990 Geary-Khamis dollars); 1998 figures derived from Maddison, 2001, Table 
Al-c: 185 (in 1990 international dollars). 

'The literature on analyses and defence of reform programmes is voluminous but see for example: Aslund (1995), 
Aslund and Olcott (eds., 1999), Sachs (1993). 

3As the note to Table VII indicates, the data is problematic. However, this does not alter the overall trends and 
therefore, is not sufficient to contradict our conclusions. 
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of 1998: an average per capita GDP of just 27 per cent of Western Europe. As a consequence, 
the index of Eastern Europe's GDP shows that the 1998 figure had fallen back to that of 
1973; in stark contrast, Western Europe continued to advance. Overall, Western Europe's 

average GDP per capita was almost six times that of 1913 whereas the same for Eastern 
Europe was a little over three times. In other words, rather than catch up, there has been 
fall back. 

The unhappy record of the past gives little reason to be confident that the rulers of the for- 

mer USSR and Eastern Europe will be any more successful than their predecessors in solving 
this problem. We argue that global inequality remains a problem that cannot be solved on a 
partial scale, and certainly not by following the prescriptions on offer at the moment: Russian 

and East European catch up, therefore, remains a highly intractable problem. 
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The Return of the Mob in Writing on the 
French and Russian Revolutions' 

Mike Haynes 

The history of revolution, ' and especially that of the French and 
Russian revolutions, provides part of the raw material with which 
theorists of popular protest have worked. Equally historians have 
been happy to, incorporate many of the insights of theorists into their 
own accounts. Indeed in this area, perhaps more than any other, 
historians have played the role of theorists themselves, showing how 
the. dynamics of popular protest can be reconstructed, its patterns, 
processes and consequences delineated. A shift, therefore, in the 
historiographic framework of the study of revolution in general and 
the French and Russian Revolutions in particular has implications 
that gö `far beyond the stuidy of these great events. And this is what 
perhaps has happened in the last decade and a half, for in the case of 
both the French and Russian revolution it can be argued that the 'mob' 
is back with a vengeance. 
Many social historians remain hostile to these developments but there 
has nonetheless been a mutedness in their response. Unnerved by the 
right-wing climate of the past. decade and a half and by the 
implications of the collapse of the Eastern bloc, it is striking how 
some of the best practitioners of 'history from below', insofar as they 
have gone beyond empirical critiques (whose usefulness in 
themselves is not disputed), have sought to take on board the 
arguments of post-modernism both a,,, a, means of defence and a 
method of perhaps even transcending the differences in approach. 
This paper rejects the challenge of this new historiography. It firstly 
summarises the thrust of the critique that has emerged in the 1980s 
and 1990s in the histories of both revolutions. It then attempts to 
locate the shift both in terms of the general pressures affecting 
historical writing since the 1970s and the particular deficiencies of 
the way in which the 'social history' of revolution from below was 
formulated (see Hunt 1984; Kaiser 1987; Acton 1990; Read 1996). 
Then finally, it argues that the post-modernist agenda and the so- 

I This is a revised version of a paper first given at the Third 
International Conference on Alternative Futures and Popular Protest, 
Manchester Metropolitan University, March 1997. 
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called 'linguistic turn', far from enabling social historians to hold the 
line against their critics, diverts attention from the real issues and fails 
even to confront those questions adequately that the post-modernist 
agenda claims to take up. 

1. The Challenge 
The challenge to the history from below approach has come from two 
related but conceptually distinct sources. One is the reassertion of 
traditional conservative historiography which had been put in the 
shade in the late 1960s and 1970s. Apparent in writings on the French 
Revolution, this reassertion is even clearer in Russian historiography 

where the collapse of the Communist bloc saw the resurgence of what 
was called 'the Cold War consensus'. This argued that the revolution 
was a coup d'etat and that there was basic continuity between Lenin 
and Stalin and therefore an incipient totalitarianism in 1917. Found in 
much popular writing, this approach was most clearly developed 
(despite considerable differences of emphasis between them) in the 
work of Richard Pipes (Pipes 1990,1992,1993; see also Malia 
1993). 
But alongside this there has been a second tendency which has 
confronted the social history of revolution on its own terrain. 
Claiming to strip the revolutions of their romantic hue, the aim has 
been to turn the 'social history' of the revolutions in such a way as to 
arrive at opposite and pessimistic conclusions about the possibility of 
radical change. The starting point for much of this has been Francois 
Furet's Interpreting the French Revolution (Furet 1981; see also 
Khilnani 1993). Furet began to develop his argument in the 1960s but 
in its mature formulation it argues that the French Revolution was a 
battle between monarchism and liberal democratic republicanism and 
that its essence was therefore 1789. It took, however, nearly a century 
to 'master the revolutionary tradition' and institutionalise liberal 
democracy in the Third Republic. Once this was done the French 
Revolution ought to have been over, in the sense that it should have 
become a 'normal' historical event. However, the link between past 
and present was kept alive by the socialist tradition which saw the 
revolution as pre-figuring a future socialist revolution. When the 
Russian Revolution occurred in 1917 this seemed to confirm this 
perspective. Henceforth 1789-1794 and 1917 were subjected to the 
same misleading analytical framework. So far as the French 
Revolution is concerned, this focused attention on the Jacobin phase 



58 The Journal ofArea Studies 13: 1998 

(1793-4 rather than 1789), the popular movement, the problem of the 
socio-economic roots of a bourgeois revolution etc. For the Russian 
Revolution; a whole rhetoric and vocabulary of 1789-1793/4 was 
imported into the politics and then the history of 1917 and its 
aftermath. The two historiographies were mutually 'contaminated'. 
Furet, by contrast, insisted that the French Revolution was not a 
radical break with the past except in terms of its contribution to the 
creation of democracy. Capitalism could have emerged without a 
revolution and did elsewhere. 1789, therefore, was the product of 'a 
heterogeneous series of events'. The events of 1793-4 were part of 
what he initially called a 'skid' away from 1789 and then, as he later 
developed the argument, the product of a political-ideological drive 
rather than something caused by socio-economic pressures or 
'circumstances'. This later argument was both apologetic and failed to 
explain why the high point of terror occurred after the worst of the 
crisis and failed to explain why a degree of terror was implicit in the 
Revolution from the outset. It was necessary to break with what he 
called 'the revolutionary catechism', and Furet saw 1989 as 
confirmation of this, arguing that, with the end of 'the long and tragic 
digression that was the Communist illusion ... 

it is 1917 that is being 
buried in the name of 1789' (i. e. liberal democracy) (Furet 1990: 5; 
Khilnani 1993 ch. 6passim). 
In the 1980s, especially in France, the Furet-inspired approach 
developed alongside more explicitly conservative approaches and led 
to a fascination with the counter-revolution and its suppression, an 
issue which until then had largely drawn the attention of Anglo- 
American historians (see Johnson 1989). The Vendee was treated as 
an example of genocide by some, reflecting a tendency towards civil 
war in French history, revolution/repression becoming part of the 
process that led to the Gulag and even the holocaust (Gough 1987). 2 
These two tendencies came together in 1989 in the debate on the 

Bicentenary. But their most substantial expression was in Simon 
Schama's attempt to bury the revolution in the year of its anniversary, 
with his monumental history Citizens (Schama 1989). This was the 
culmination of a decade of questioning of the account of the French 
Revolution formulated by the likes of Albert Soboul, George Rude 
and others who were sympathetic to the aspirations of the popular 
movement as well as to political change in their own societies and 

Z In 1984, John Paul even beatified nearly 100 martyrs of the Vendee. 
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who, if not (like Soboul) members of western communist parties, 
were nevertheless broadly sympathetic to their policies. Schama's 
account, in contrast, was suffused with a concern over the violence of 
the revolution in general and popular violence in particular. This 
popular revolutionary violence was not an aberration or a defensive 
reaction to the violence of the other side, but an intrinsic part of the 
revolution with dynamics of its own. It was carried out on a scale 
sufficient to discredit both the revolution itself and any future attempt 
at similar change from below. 
Schama himself described his approach in an interview to publicise 
the book: 

When I started writing, I thought I would end up with the 
view that the revolution of 1789 then goes on the skids and 
turns into the Terror of 1793. But I became more alarmed by 
what happened in 1789, and more and more bleak about 
what it is that we are supposed to be celebrating. It dawned 

on me that no sooner had the Declaration of the Rights of 
Man been signed than a law was passed which allowed the 
opening of mail, stopped freedom of movement and had a 
brutal attitude to who was a patriot and who was not. 't'hen 
there was the violence. It 

... was not the fact of decapitation 

so much as the way these people self-consciously 
understood what you could do with violence, the way 
violence could construct allegiances. I am not saying no 
good came of the revolution. There was the definition of a 
citizen with equal rights before the law, the emancipation of 
the Jews and black slaves - these were intrinsically noble. 
But the way the revolution enacts these doesn't accidentally 
produce violence. It necessarily produced violence. 

As to the overall role of the revolution: 'If you ask me was it worth it, 
I don't think it was. If you pin me against a wall and ask: "Schama, do 
you think more happiness than unhappiness emerged". I have to say 
no. ' (Appleyard 1989). 
Ironically, therefore a process of revision which began by rejecting 
Clemenceau's famous dictum that 'La Revolution est un bloc' - the 
revolution must taken as a whole - ends up by coming back to it and 
denouncing it as 'a bloc'. This was something which more traditional 
liberals could not accept, but the power of the argument that Schama 

so well summarised and extended left many agreeing with the 
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American Stanley Hoffmann, that what he called 'Marxist history' 
was 'morally and sociologically distorted. ' 
Compared with the debates on the French Revolution in the 1980s, 
writing on the Russian Revolution seemed still to reflect the 
dynamism of 'history from below' with a succession of fine studies, in 
part inspired by the earlier achievements of historians of the French 
Revolution. These accounts were united in seeing the popular 
movement in Russia as positive, rational and implicitly giving 
legitimacy to the revolution (see, amongst others, Acton 1990; Galili 
1989; Figes 1989; Kaiser 1987; Koenker & Rosenberg 1989; Mandel 
1983 & 1984; Rabinowitch 1976; Smith 1983; Wildman 1980 & 
1987). Since the collapse of the Soviet bloc, however, doubts about 
this approach have been no less in evidence in writing about the 
Russian Revolution. Then in 1996 Orlando Figes published his A 
People's Tragedy - in many respects, a self-conscious emulation of 
Schama, with the same emphasis on violence, popular brutality and 
the same hope that the account could help discredit the idea of change 
from below, albeit not from the conservative position of a Richard 
Pipes, but more from the liberal centre. 
The main difference between the two accounts is that whereas 
Schama is relatively positive about the development potential of the 
Old Regime in France, Figes nevertheless remains gloomy about its 
prospects in Russia and especially the way it crumbled during the 
war. Nevertheless on the substantial issue of the revolution and civil 
war there is a remarkable convergence of views and approach. 
Similar themes emerge in Figes with a stress on popular violence and 
brutality; the argument about the central role of ideology; even a nod 
to feminism. Whereas for Schama, Marie Antoinette and Charlotte 
Corday were objects of sexual fear, for Figes the problem is one of 
macho leather jacketed Bolsheviks strutting through the revolution. 
The idea that the revolution had any substantial creative element is 
minimised with hardly any discussion given over to the link to social 
and cultural renewal and a disparaging coverage given to those issues 
that are treated. The idea of 'A People's Tragedy' is that all were both 
victims and victimisers of a revolutionary process they could not 
control but the Bolsheviks were more victimisers than victims. 
Parallel to this, in France where the conservative intellectual climate 
seemed to have become even more intense, Furet attempted to round 
off his argument by a full-blooded application of his ideas to the 
history of communism in his Le passe d'une illusion. Essai sur I'idee 
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communiste au XXe siecle (1995). To many long-time critics of 
communism in general and of the PCF in particular as well as those 
newly disillusioned by the fall of the Soviet bloc, this seemed to 
crown Furet's career. His account saw communism as a doctrine of 
illusion: `Illusion does not accompany the history of communism. It 
constitutes it - at once independent of its course, insofar as it was 
prior to experience, and subject nevertheless to the risks of 
experience since the truth of prophecy is contained in its unravelling' 
(Furet 1995: 10). Since liberalism and democracy were for Furet 
`philosophically identical doctrines', both communism and fascism 
had to attack both and therefore shared the same general thrust. And 
since democracy could not exist without liberalism, the claim of 
communism to be fighting for a higher level of democracy was part 
of its constitutive `illusion'. In fact there was little or nothing that was 
new in Furet's account - the general argument could be clearly 
deduced from his earlier work and it was supported by no new 
research on the history of communism in general or the Soviet Union 
in particular. (see Lewin 1996 for a critique). But the argument 
generally fitted well with the intellectual mood in France. Almost 
immediately the book went into a mass paperback edition with Livre 
de Poche and in March 1997, shortly before his death, Furet achieved 
a sweeping victory in elections to the Academie francaise. Then, later 
that year, Furet's account was followed by a much more contentious 
and tendentious work: Le Livre Noir du Communisme. Crimes, 
terreur, repression. The debt to Furet was explicit. Before his death, 
he had agreed to write a preface. to the book, and in its absence the 
book is dedicated to his memory (Furet's last work also thanked 
Stephane Courtois, the motivating force and lead editor of Le livre 
Noir). Le Livre Noir is simply an attempt over more than 800 pages 
to administer the coup de grace to the communist illusion by 
compiling a relentless catalogue of crimes supposedly attributable to 
'it'. In fact, as critics have insisted, the quality of the empirical core 
of the book varies enormously between chapters, its method is simply 
to associate every death with 'communism' (thus the catastrophe of 
the Russian Civil War is laid at the feet of the Bolsheviks and not 
foreign intervention), `communism' is used as a term which lumps 
together highly disparate phenomena and the same methods applied 
to say French or British colonialism could produce just as imposing 
catalogues of `crimes, terror and repression' without adding much to 
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our historical knowledge (see Perrault 1997, Dreyfus 1997, Lemoine 
1997, Halimi 1997). 

2. Explaining the Historiographic Shift 
The critiques which have emerged clearly derive from the more 
conservative climate that developed in the west in the 1970s and 
1980s and especially the unravelling of much of the social democratic 
and communist traditions. It is possible, however, to be more precise 
about the tendencies and events that encouraged this move. 
It is important to note first, that the initial intellectual shift had its 

centre in France. First if 1968, or even 1945, pushed part of the 
French intelligentsia further to the left than elsewhere, then the 

reaction to this also took on a sharper form there. In the 1970s, self- 
styled 'new' intellectual groups emerged arguing that the process of 
development of Stalinism was not a distortion or betrayal of 
socialism but a possible consequence, and for some a necessary 
consequence, of the whole socialist project. The equation seemed to 
be socialism = USSR = the Gulag archipelago (Johnson 1991). By the 
early 1980s, Perry Anderson could lament in a widely quoted 
passage: 'In the three decades or so after the Liberation, France came 
to enjoy a cosmopolitan paramountcy in the general Marxist universe 

... 
The fall in this dominance in the late seventies was no mere 

national matter ... 
Paris today is the capital of European reaction. ' 

(Anderson 1983: 32) 
Second, the events in Iran in 1979 and Poland in 1980-1981 and then 
the discussion of Cambodia were also an important influence. The 
Iranian Revolution seemed to promise much in terms of an opening 
of that society, popular democracy, even embryonic forms of 
workers' power. Yet this quickly turned towards support for a 
repressive clerical regime that became the butt of Western hostility 
and seemed to raise questions about either the 'rationality' of popular 
protest or its malleability. The events in Poland with the rise of 
Solidarity were also seen by many commentators not only as showing 
the bankruptcy of Soviet style socialism (true) but also -a much more 
problematic argument (see Barker 1987) - as part of a mass yearning 
for Western style politics. 
Third, what pushed home these doubts were the subsequent 
developments during the 1980s in European politics. It was not 
simply the ascendancy of the right in Britain (and the United States) 
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but the wider paralysis of the left, whether in or out of government, 
and the growing difficulties in Eastern Europe. As one British 
commentator, who himself moved rapidly to the Right, put it 'the 
retreat, in growing disarray, of the Marxist Left represents less a 
defeat at the hands of the ideologists of the right than a worsting on 
the very terrain of the. 'real world' where it has always claimed pre- 
eminence. ' (Selbourne 1987). 
Events in France were typical of wider difficulties. The high hopes of 
the early Mitterrand years turned into dismal failure as the project to 
renew French national life ground to a halt and was then reversed in 
the face of both international and national difficulties. The PCF 
dramatically declined from its peak of nearly 30% of the vote in 
1945, and still 21% in 1979, to only 9.8% in the 1986 legislative 
elections, less than Le Pen's National Front (Ross & Jenson 1987). It 
seemed to critics like Selbourne that the bluff of the Left had been 
called. It was now time for Western socialists to recognise openly that 
political success depended on running a healthy capitalist system and 
to drop any pretence that there was any real will to change the 
system. 
The events in Eastern Europe in 1989 occurred therefore against a 
background of already existing disillusionment. Both Western social 
democracy and Western communism, following its Euro-communist 

phase, distanced themselves from the Eastern Bloc politically but still 
recognised some kind of socialism there, especially in the 
nationalised property relationships and the attempt at planning. When 
this foundered, therefore, they too were to an extent also victims and 
there were those on the Right who were happy to push home the 
argument and to connect it directly to the idea of radical change from 
below. To quote Selbourne again: 'The very idea of "the masses", as a 
collective hydra-headed victim and instrument of the historical 

process, is failing as the economies built in their name flounder. ' 
(Selbourne 1987; his emphasis). 
We do not have to look far to see how these factors directly 
influenced the historiography of the revolutions. Furet's work had 
always had a sharp polemical edge. As for Schama: 'I'm undoubtedly 
coloured by the general disenchantment with the revolutionary 
romance when the world is trying to disabuse itself of the 
consequences of that memory. ' Indeed he claimed that writing 
Citizens even gave him nightmares as he had to confront the reality of 
violence (Appleyard 1989). For Figes, the lesson was not that 
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communism was over but that in Russia it could link up with fascism 
and still present a threat. But more generally, the conclusion to be 
drawn was that 'the state, however big, cannot make people equal or 
better human beings. All it can do is to treat its citizens equally, and 
strive to ensure that their free activities are directed to the general 
good. ' (Figes 1996: 823-824). 
But it is not sufficient to explain the shift in historiographical fortunes 
in such derivative terms. Although social history from below seemed 
an energetic and innovative approach, with hindsight it can be seen to 
have rested on a number of insecure foundations which not only 
made it vulnerable to attack, but also perhaps account for the lack of 
vigour in the response of some of those most closely associated with 
it. 
However innovative social history from below was on the issues of 
popular protest and the popular movement, it was weak on the 
fundamental issues - firstly, the relationship between the French 
revolution and the development of capitalism; and secondly, the 
relationship of the Russian Revolution and the development of Russia 
and especially its relationship to the rise of Stalinism and the Gulag. 
In the case of the French Revolution, for example, the issue of the 
'bourgeois' revolution remained crudely developed. In terms of 
Marxist theory there is a crucial distinction to be drawn between a 
bourgeois revolution and a socialist one. Because capitalism was an 
economic system, it could develop within the old society and, 
through various means, gradually begin to transform its institutions. 
A political revolution, therefore, was likely to come more towards the 
end of the process of development. For a socialism based on the 
development of self-conscious mass politics, it was something that 
had to come first. In this respect much of the critique of the Marxist 
analysis of the French Revolution that emphasised continuity either 
side of 1789 was beside the point - there should be a continuity of 
development. But the crude framework not only displaced the 
centrality of political revolution to the development of capitalism, it 
also cast the argument in an excessively narrow, national framework. 
Capitalism developed as an international system within which the 
French Revolution should have been located. This was so both in 
terms of the general pattern of development of capitalism and in 
terms of the possibility that the French Revolution was part of a 
wider revolutionary wave (as Palmer and Godechot had argued, only 
to have the Left dismiss their views as Cold War historiography 
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seeking to diminish the stature of the French events - Godechot 1965; 
Palmer 1959). Casting the revolution in this wider framework also 
helps us to see that analysing the development of capitalism is not 
simply a question of the development of the national economy - 
capitalism exists as a world of competing capitals and competing 
states (which develop and lay claim to 'national' loyalty). However 
with the notable exception of Theda Skocpol there has been a 
reluctance to integrate this perspective into historical work with the 
result that it is often seen as a criticism of Marxism to emphasise the 
state-building and nation-building elements of the revolution 
(Skocpol 1979). 3 
This still leaves open the question of the 'necessity' of the French 
Revolution, but it does help us to locate it more precisely. If the 
Revolution was necessary, it was not as an act of conception but as an 
act of birth - an act of continuity in growth as well as an act of 
rupture and an act whose significance cannot be reduced to events 
within the borders of France, however much its immediate origins 
may lie there. Secondly, even if it can be shown that the immediate 
causes of the Revolution in France had more substantial 'chance' 
elements in them than has sometimes been allowed, the instability of 
this period made some major break 'probable' somewhere in Western 
Europe. Once it had happened in France, then of course this changed 
the permutations elsewhere. This in part accounts for the capacity for 

change to occur in a less revolutionary manner (or through revolution 
from above) in follower countries. Once the demonstration effect of a 
cataclysmic challenge existed, then rulers had much more incentive 
to control the process of political and social change. 
But if the wider argument about the French Revolution has presented 
problems, then this is even more true of the Russian Revolution. 
Although many historians were inspired by the ideas of the anti- 
Stalinist left and did not identify with the Communist Parties, they 
were nevertheless sympathetic to the idea that residual elements of 
socialism existed in the Soviet Union. It was rare indeed to find a 
historian who explicitly went as far as Trotsky in their critique. At 
best they might grasp at the work of Moshe Lewin, the one member 

3 George C. Comninel's attempt at a defence of 'Marxism', while not 
without interest, often avoids these issues or dismisses them and 
therefore seems to be inadequate and misplaced (Comninel 1987). 
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of the social history school whose work bestrode both sides of the 
revolution, but even here it was to lean on it rather than to critically 
confront or extend it. 
There is a paradox here. One of the most influential essays in Soviet 
history has been Stephen Cohen's discussion of the extent to which 
the analysis of Stalinism has been built around 'continuity' and 
'discontinuity' schools (Cohen 1977). Most social historians would 
see themselves as exponents of discontinuity history. But neither 
they, nor Cohen, adequately answered the question 'how much 
discontinuity? ' Cohen himself, and the social history school, despite 
their implicit claim to discontinuity have, in effect, been modified 
continuity theorists since consistent support of discontinuity would 
have required them to go at least as far as Trotsky's account of 
Stalinism as wholesale political and social betrayal of 1917 and even 
farther than those theorists of Soviet Russia who see it as state 
capitalism or some new class form, an entirely different mode of 
production from socialism. 
This failing left these historians vulnerable both historically and 
politically. Historically, to the extent that they looked beyond the 
post-revolutionary decade, they were rightly suspicious of the 
simplicities of the totalitarian model, but they remained conceptually 
unclear about the extent to which the Soviet Union was built on 
exploitation and oppression and how this related to the nature of that 
society. For another school of social historians, led most notably by 
Shelia Fitzpatrick, if it could be shown that Stalinism had 'popular' 
roots, then however unpleasant it was it must have had some kind of 
legitimacy. This was a different approach and should not be confused 
with the history from below school studying the revolution, but if 
observers did confuse them and found it hard to tell the difference, 
was it entirely their fault? 
Politically, since those who wrote history from below did make a 
connection between the Russia of 1917 and Russia in later decades, 
they were prisoners of the political dynamics of Soviet Russia. Some 
naively saw in perestroika a rebirth of a more authentic 'Marxism'. 
They were rudely awakened when the ideas of the time served much 
more as "a passage to a facade of bourgeois democracy. But no less a 
problem has been the continuity of social and political control, since 
it now seems that 70% of ruling groups at the top of Russian society 
are the same people who ruled before 1991. Thus, linking 1917 with 
what came later, in however qualified a way, cut the ground from 
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under their feet of many commentators on the left when the system 
collapsed. Consider for example Peter Kenez, the author of two 
extended critiques of Pipes' works on the Russian Revolution (Kenez 
1991 & 1995). He rejects almost completely the Pipes approach, but 
he begins his rebuttal by saying: 'Now we know the outcome. The 
Soviet system, the child of the Revolution, failed the ultimate test of 
survival ... it is now certain that it is impossible to build and sustain a 
modem society and polity on the principles introduced in 1917. ' 
Despite his well-put objections to Pipes, therefore, he gives the game 
away at the outset. Kenez leaves us in no doubt about his sympathies, 
arguing that the historian's moral vision should 'take the side of the 
poor, the exploited, the miserable. ' But this just makes it more 
remarkable that he does not see that there is a problem between the 
aspirations of 1917 and, for all its faults, the attempt to abolish 
poverty, exploitation and misery and the development of the Stalinist 
regime which was built on the perpetuation of these things and 
indeed their intensification on a massive scale. 
But the equivocations of Kenez are not unique. Nobody contributed 
more to the new history of the Russian revolution from below than 
Steven Smith, indeed in many respects his Red Petrograd is the finest 
monument of this approach, infused as it is with a sense of workers 
gaining power over their own lives. But for him, too, there was 
continuity: 'The system that was bom in October 1917 ... can now be 
seen to have a beginning, a middle and an (uncertain! ) end ... Communism in any meaningful sense is a thing of the past' (Smith 
1994: 563,565). 
A second, major problem in history from below has been that it has 

been less the history of class conflict than the history of a class in 
conflict. The opponents of the popular movement in the French 
Revolution or the workers, peasants, and soldiers in the Russian 
revolution have always had a more shadowy existence, except for 
certain key individuals, than the popular movements themselves. But 
if class is a relationship then an adequate account needs to be two- 
sided. This is not an argument for the restoration of an old-fashioned 
history from above. Rather, what is necessary is an analysis 'from 
above' using the techniques and approaches that have worked so well 
'from below' - we need a social history of the ruling class in 
revolution. In fairness, it must be said that the deficiency here is 
much greater for the Russian revolution than it is for the French 
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Revolution with its longer and broader historiographic tradition, but 

even so the narrowness is still there in'social history' approaches. 
This helps perpetuate a debate on alternatives that is quite one-sided. 
It is obviously not the case that history was pre-programmed either in 
1789 or 1917, but, equally, choices are not free and tying down the 
range of real possibilities means taking both sides seriously and 
understanding the pressures and constraints that they operated under. 
Analysing a revolutionary crisis 'from above' requires attention not 
simply to the organised policies of groups and the role of individuals, 
but their relationship both to wider social forces and the more general 
structural constraints which condition social action. It is striking that 
the idea that there was a crisis in which both sides were driving 
towards radical solutions of revolution or counter-revolution has been 
better argued by historians like Robert Daniels and Marc Ferro than 
by historians working from below. Moreover, what distinguishes the 
former two historians, whatever their other differences (and 
deficiencies) is a strong sense of the comparative history of 
revolution and the similarity of the crisis in Russia in 1917 to those 
that have ended elsewhere with counter-revolution by the Right. We 
can go farther. If choices were being narrowed in 1917, we would 
expect that to be reflected in the political paralysis of 'the middle', 
whose hesitations might themselves profoundly affect the crisis. But 
again this dimension is too often missing not only in the Summer and 
Autumn of 1917 but also in the following years. Insofar as a 
developed analysis of the political failings of the Socialist 
Revolutionaries and all branches of Menshevism exists, it is still best 
found in the works of more traditional historians. 
A third major difficulty with history from below, especially 
ironically, given the objective of the social approach, is that it can be 
argued that historians who have followed it have neglected the 
question of politics (and therefore also have a weak understanding of 
ideology). Essentially what they have done is to present 
sociologically driven accounts of radicalisation. This is certainly the 
material base on which any adequate account of a popular movement 
must be based, but it does not exhaust the process of radicalisation 
and it becomes a positive hindrance if it turns into a sociological 
determinism. 
George Rude provides an unwitting demonstration of this problem in 
his Ideology and Popular Protest (Rude 1980). This small book was 
intended as an attack of crude derivations of ideology in the early 
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popular movement and an exemplification of the strengths of his own 
approach. But his concern with ideology is curiously static. He sees 
popular ideology as forged from three elements - an inherent 
component from past traditions; a derived component of outside 
ideas; and a component created by circumstance and experience. An 
element of dynamism is introduced to the extent that the component 
of tradition can incorporate the past synthesis of these three elements, 
but what is missing is the sense of revolution as something which can 
transform ideas on a massive scale. At one point he talks of 
revolution as the 'forcing grounds for ideology', but never seriously 
examines how this operates and the political choices it creates in the 
popular movement. But this failing, coming from one of the leading 
figures in the analysis of the French Revolution, is hardly unique and 
it is a failing which is easily demonstrable in the work of others like 
Soboul. Indeed for an historian like Richard Cobb it almost becomes 
a virtue, as he takes a vicarious patrician delight in the poverty and 
fantasies of Parisian low-life. 
The wider implications of this failing in French Revolutionary 
historiography can be seen in the inability of these historians to 
respond creatively to the challenge of the work of Daniel Guerin, 
which for all its faults did pose the question of ideas and their 
relationship to social forces. Coming from a position then close to 
Trotsky, and writing in 1945-6, it was 'understandable' that Soboul, 
Rude and others (in or close to the Stalinist PCF) should have been 
dismissive. It is less understandable that when the dead weight of 
Stalinism was partially lifted they remained so explicitly indifferent 
to Guerin's argument in their more mature work (although implicitly 
accepting some key elements) (Carlin 1990). 
Guerin insisted that the French Revolution, unlike its predecessors, 
was a revolution driven for the first time by mass political activity 
and within it was an 'embryo proletarian revolution'. This had no 
chance of long-term success. But it did mean that the popular 
movement inevitably clashed at times with the more bourgeois and 
petit-bourgeois revolutionary leadership. The basis of this challenge 
from below was both a greater role for the pro-industrial proletariat 
(more or less subsequently admitted by later historians) and the way 
in which the crisis pushed forward revolutionary ideas beyond the 
constraints of the leadership of the revolution. This meant it was 
necessary to see Robespierre and the Jacobins as much more on the 
'centre-left' than the left and therefore prepared to strike out against 
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the popular movement. While Soboul, Rude and others on the left 

conceded much of this in detail, there was a reluctance to go beyond 
this to accept Guerin's attempt to draw on some of Trotsky's ideas of 
permanent revolution. It was and remains much easier to caricature 
this argument and to start the analysis of the contradictions of the 
revolution later. In this scenario, it is Babeuf and the Conspiracy of 
Equals, after the fall of Robespierre, that play the strategic role. 
Conflict over the direction of the revolution then appears much more 
neatly to be a two-sided one, with the possibility of much more 
unambiguously endorsing the losing side. 4 
This problem is even more clearly apparent in the sociological 
determinism of much of the writing on the popular movement in the 
Russian Revolution, a problem that has been well brought out in 

critiques by John E. Marot (Marot 1994,1995). The offence is the 

greater here because, whereas in the French revolution we are 
looking at a process of confused ideological growth where there were 
few self-conscious political programmes linked to parties with the 
result that political choices were often confused, in the Russian 
Revolution, the ideological and political debate was much more 
explicit. Choices had to be made between parties and programmes, 
whether in terms of workplace or community politics or broader 

electoral tests in workers' committees, soviets, municipal elections, 
the elections to the Constituent Assembly and so on. 
The deficiencies of the approach of many social historians, however, 
is unwittingly brought out by Ronald Grigor Suny in his defence of 
the social history approach, when he writes that 'by early fall 1917 a 
co-incidence of lower-class aspirations and the Bolshevik program 
resulted in elected Leninist majorities in the soviets of both Petrograd 

41 do not think that it is entirely wishful thinking on my part to think 
the sensitivity of Guerin's treatment of the popular movement comes 
closer to the model of E. P. Thompson than either the work of Soboul 
or Rud6. Gwynn Williams' treatment of the problem in his small book 
Artisans and Sans Culottes (1968), although drawing on the 
Soboul/Rude approach, seems to me to benefit from a more open 
approach to the idea of a pre-industrial proletariat, as well as showing 
some sensitivity to the painful and semi-conscious emergence of new 
ideas in the popular movement. 
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and Moscow and the strategic support of soldiers on the northern and 
western fronts' (Suny 1994: 167). Marot shows at some length the 
implications of this. 'The politics' of 1917 is implicitly pushed outside 
of the historical process. It simply exists or is determined at a tangent. 
This, firstly, distorts an understanding of the dynamics of working- 
class radicalism by making it appear that there was something 
automatic about the way in which the working class came to identify 
with Bolshevism. In fact, as Marot correctly emphasises, workers 
were continually making political choices, moving from an initial 
position of opposition to or suspicion of the Bolsheviks to one of 
support. To eliminate this political process within the working class is 
to construct a socially reductionist account of ideas. 
This social reductionism then extends to an analysis of the post- 
October crisis. If workers were driven directly by the social process 
to a convergence with Bolshevism, then it also follows that when the 
social process began to move in different directions then a gap would 
naturally open up between the working class and the Bolsheviks in 
government. In one sense this is exactly what did happen, but in 
another sense this is to miss the fact that - just as workers had to 
make political choices to move towards Bolshevism on the basis of 
political programmes that were themselves within the process of 
change - so also were there political choices to be made to move 
away on the basis of programmes that were themselves within the 
process of change. 
The social history school misses this and is driven towards a position 
that both sees divergence as inevitable and which comes close to 
endorsing the position argued by many Mensheviks after October 
1917 (and sometimes before), to the effect that the Bolsheviks were 
riding the crest of a temporary wave and should have had the good 
sense to realise that it could not last and therefore refuse power. This 
also, of course, absolves the other parties of any responsibility for the 
subsequent development of the revolution and diminishes an analysis 
of the choices that they made. 
Thirdly, the failure to confront the issue of revolutionary politics and 
political choices debars us from, firstly, understanding how 'party' 
was affected by 'class' in 1917 and in particular it helps maintain the 
erroneous view that the specific relationship so far as Bolshevism was 
concerned was that set out by Lenin in 1902 and that this position 
reflected Lenin's views in 1917 (Molyneux 1978; Marot 1990a, 
1990b & 1991). Despite the focus on ideology as explanation both in 
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traditional Cold War historiography and in the much more recent 
concern with 'discourse', we actually know very little of the ideology 
of 1917-21. Indeed, as Lars Lih has shown, it is almost as if the ideas 
of this time do not have to be investigated since observers imagine 
they know what they were, attributing positions that are sometimes 
diametrically opposed to those actually held (Lih 1997). One 
important aspect of this problem that links the discussion of the 
French and Russian revolutions is the argument about Jacobinism and 
Communism that was a central part of Furet's critique of the mutually 
contaminated historiogaphies of the two revolutions. It is 
undoubtedly the case that in the 1920s a more or less frank 
endorsement of the link between Jacobinism and Communism 
emerged both in Russia and western communism in general and the 
PCF in particular. But it is not evident that things were so simple 
before. Marx himself rejected Jacobinism as a model for socialist 
politics and there was an interesting discussion in pre-war social 
democracy about Jacobinism to which Furet partly alludes. But the 
crucial question was the period 1917-21, and here we can argue that 
the model of the mass revolutionary party that develops in 1917 flew 
directly in the face of the Jacobin model. The Civil War then did 
induce a degree of firmer identification between the besieged 
Bolsheviks and the besieged Jacobins. But there was also an 
awareness among some leading supporters of the revolution that this 
link was not unproblematic. This can be seen in the contemporary 
writings of Victor Serge who was then, as later, especially sensitive 
to the alternative possibilities contained within revolutionary 
Bolshevism. Ile explicitly argued, at the time, that: 

It would be mistake to attribute the formation in Russia of a 
workers' and peasants' state to the conscious intentions of 
Marxist Jacobins - although Marxist notions of centralisation 
and the Jacobin spirit formed in the struggle between parties 
are certainly not foreign to it. But it seems to me to be quite 
obvious that any other revolutionary tendency or grouping 
would, in the same historical conjuncture, have acted very 
similarly to the Russian Bolsheviks. (Serge 1920,1997: 111) 

Serge insisted that it was the extreme circumstances of the time that 
made a degree of Jacobinism inevitable and tried to convey a feeling 
of why this was so in a beleaguered revolutionary state. But he also 
argued that it was necessary to fight `to preserve the libertarian 
spirit' of both the revolution and revolutionary Bolshevism. In 
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particular, this meant keeping alive the idea that the aim of both was 
explicitly contrary to dreams of Jacobin party rule and Jacobin 
centralisation, `the full achievement of the Bolshevik Communist 
programme would lead us to libertarian communism, to anarchy. ' It 
also meant being aware that the Jacobinism of the Civil War, 
enforced by circumstances, contained serious dangers: 

The obsession with commanding, prescribing, ordering and 
bullying, especially when it is over the uncultivated masses, 
has been one of the major causes of the cruelties and of the 
mistakes of the Russian revolution. This is, moreover, a very 
old experience. It is only necessary to reread the history of 
the Jacobin dictatorship, which in this respect is much more 
instructive than the history of the present revolution. (Serge 
1920,1997: 115) 

This argument was, of course, subsequently defeated and this allowed 
the merging of the Jacobin-Communist model in a way that Furet 
outlines. But the fact that there was a nuanced contemporary 
awareness of this issue shows us that there was nothing automatic or 
unqualified about the link between Jacobinism and Communism. To 
collapse the one into the other from day one of the revolution is to 
avoid the interesting issues of what the ideology of the revolution 
actually was and how this evolved and changed over time. It is both 
bad intellectual history and bad social history. 

3. The Lurch to Post-Modernism 
Writing on the French Revolution has already contributed to the turn 
towards post-modernism and the emphasis on language in the writing 
of history. But now the fuller force of this is being felt in writing on 
the Russian Revolution as social history has come under attack. In the 
United States, Suny, who carried the flag for social history from 
below, has responded to the attack from the right by embracing post- 
modernism. He now argues that contrary to class being the operative 
category in 1917, there is virtue 'in destabilising the category of class 
itself and the understanding of how stable the formation was in the 
year of revolution' (Suny 1994: 177). In Britain, Steve Smith set out a 
similar case in an article intended to create a debate on the 
'revolution' after the collapse of the Soviet bloc, an article which 
seems to have produced no response - less a reflection of the lack of 
challenge it presented than the doubts of historians of the Revolution 
about which way to go. 
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The implications of this defensive turn are set out inadvertently in 
Smith's discussion. He begins by admitting past failings and in 
particular 'a certain blinkeredness, a tendency to shy away from big 
questions about "what it all meant" ... there has been remarkably little 
interest in the kind of big questions that draw students to Russian 
history' (Smith 1994: 565). But it is then striking that when he sets 
out a new agenda informed by post-modernism and the linguistic 
turn, while some interesting questions are posed, they do not include 
the traditional 'big questions'. The reason is fairly self-evident, 
although Smith does not appear to see this: the whole thrust of this 
approach is, as Suny suggests, to destabilise these questions. 
Smith compounds the difficulties in his analysis by suggesting that 
this approach is likely to prove more attractive in the west than the 
former Soviet bloc, where history will continue to reflect a different 
agenda so long as these societies do not fit into the western mould. 
But this is only partially true. There are three good reasons to think 
that these ideas will be attractive and are proving attractive in the 
East. One is that scholars there are anxious to 'catch up' with the west 
and just as this requires access to the latest consumer fashions so it 
requires access to the latest intellectual fashions. Secondly, these 
ideas are a ticket of admission to the international respectability that 
many scholars desire. But thirdly, and most disturbingly, by insisting 
on the destabilisation of categories, the absence of objective truth, the 
danger of the tyranny of class categories, determinism and so on, 
these ideas help to obscure the nature of the old and new regimes. For 
the intellectual in the transition they become a defence of 
detachment, a defence of the lack of commitment. There is a horrible 
irony here, for the dissident movement was in part inspired by the 
belief that there was a truth against which the old regimes could be 
judged, there was a truth that, as Vaclav Havel put it, had to be lived. 
But to make this argument today with the western-influenced 
intelligentsia is often to be denounced for wishing to impose 
tyrannical categories on them as they seek to negotiate their place in 
the new world. 
Where this can lead is well illustrated by Boris Kolonitskii's 
discussion of the use of the term 'bourgeois' in 1917 ' (Kolonitskii 
1994). Kolonitskii offers as good a discussion as any of the enormous 
radicalism created by the February Revolution and the way in which it shifted the whole political spectrum to the left. Despite the attempt 
to create a bourgeois-democratic order between February and 
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October the whole system was permeated by the language and 
symbolism of'socialism'. Part of this shift was the breadth of the need 
to identity oneself as 'socialist' and to denigrate the opposition as 
'bourgeois'. As early as March 1917, Russkoe Slovo was lamenting: 
'Bourgeois. It seems this word, with its abusive meaning, occupies a 
position between 'scoundrel' and 'swine' and its wide usage is 
explained, apparently, by its polemical convenience'. It seemed 
almost as if the whole of society was trying to avoid being tarred as 
'bourgeois'. Contemporaries claimed that the term 'bourgeois' became 
so loosely and hostilely used that it was applied to anyone who 
looked different, Workers call non-workers bourgeois; peasants call 
all 'gentlemen' bourgeois, including anyone dressed in city clothes'. 
When the high hopes of February began to dissolve, therefore, there 
was a tendency to lash out indiscriminately against this 
indiscriminately defined 'bourgeoisie'. 
Although Kolonitskii is by no means the first to draw attention to the 
'language' of 1917, his is a pioneering effort to analyse it in these 
cultural terms (see Hunt 1984 on the French Revolution). But does it 
work? In fact a number of problems arise. Firstly, there is the 
question of the link between words and events. How much can we 
deduce from the violence of words about what was happening? Take 
the issue of dress. The association of 'bourgeois' with the collar and 
tie was widely commented on. But photographic evidence shows that 
most socialist leaders were 'bourgeois' in this sense, including Lenin 
and Trotsky. Indeed photographs of even the most radical 
demonstrations show a good sprinkling of those dressed in what 
appear to be 'bourgeois' ways. Most tellingly of all, photographs of 
Red Guard units certainly show many members in 'proletarian garb' 
but they also show, sitting amongst them, men in their Sunday best. 5 
This can be explained in part by the tradition of working-class 
respectability which was also evident in Russia. But the image of the 
photograph can perhaps also suggest to us things about social 
relationships in 1917 that the image of the word does not always 
convey, or which helps us to more accurately interpret the meaning 
of the word. Moreover, if workers were suspicious of the 
'bourgeoisie', were they not likely to be even more suspicious of the 

5 Robespierre, despite his popularity with the popular movement, 
always remained impeccably dressed in an older style. 
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leader of 'bourgeois' origin who dressed down to create the pretence 
they were something different to what they actually were? 
But there is a wider issue. By constructing the issue of class in 
linguistic terms, the issue of objective class contradictions is 
deliberately diminished. But this was one of the most violent times in 
history. Workers and peasants had been brought up in a society which 
valued them lightly - high death rates, high infant mortality, accidents 
at work, disease, unemployment and so forth. And now they were in 

the middle of the most bloody world war imaginable in which 
thousands were dying daily. Yet, of course, this was presided over by 

a ruling class that was well dressed and cultured and no doubt much 
more pleasant to dine with than the average ill-clad and poorly 
educated and embittered worker. But perhaps this worker, seeing 
beyond the outer appearance of the 'bourgeois' to what the society 
that gave them their elevated position was doing, actually 
demonstrated a greater insight than the later historian who is shocked 
by the failure of people to be more 'discriminating' in their attacks? 
But this is an argument that Kolonitskii wants to resist, as do his 

western counterparts. For him, the 'anti-bourgeois' rhetoric reflects 
'an anti-Western, anti-urban mood'. The phrase is a telling one - 
apparently to be 'western' and 'urban' is in some way to accept 
ideologically that society should be organised in class terms with a 
bourgeoisie at the head. He then goes on to argue that this 'anti- 
bourgeois' mood was irrational: 

This political consciousness ... was rational only in form. In 
essence it was a quasi-religious consciousness: the symbols 
and institutions of the Revolution had become an object of 
worship. People expected the Revolution to bring not merely 
social and political changes but also a miracle .., Rational in form, irrational in content. In this way a 'post-modem' 

concern with language divorced from a material base stands on its 
head the argument of western history from below. This has tended to 
look for the rationality of content within apparently irrational forms 
such as religion precisely to overcome the disparagement of the 
motives and processes of popular revolt that characterised the earlier 
generations of historical writing. Now it seems we are expected to 
return to this earlier stage by the new route of a concern for language 
and rhetoric in the Russian revolution. 

Conclusion 
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In this. article we have argued that historical writing on both the 
French and Russian revolutions has been influenced by the 
interaction between social pressures and the internal strengths and 
weaknesses of historical accounts. Externally the greatest pressure 
has been the retreat from the intellectual radicalism that affected 
historical writing in the 1970s which was itself a product of 1968 and 
its aftermath. The collapse of Eastern Europe in 1989 seemed to 
confirm and consolidate this shift. However almost before a new 
orthodoxy has had time to establish itself the triumphalism of the first 
half of the 1990s has been undercut by the biggest global crisis since 
the 1930s. In the summer of 1998 this crisis pulled under what was 
left of the `reformed' Russian economy. 
This will create new pressures on historians, for a `failing liberal- 
democratic capitalism' as the `end of history' looks far less attractive 
than a triumphal one. Meeting the intellectual challenge of the 
arguments we have discussed in a world which is both more 
uncertain and where the costs of failure are being distributed in such 
a manifestly uneven way requires a willingness to rethink some of the 
weaknesses that we have identified. This will have implications that 
go beyond the history of the French and Russian Revolutions to the 
wider issue of popular protest as a whole. It will necessarily touch on 
issues given more prominence by the debates of post-modernism and 
the linguistic turn but it will certainly mean an explicit rejection of 
the general principles of the arguments espoused by those whose 
confidence has faltered in part because of deficiencies in their own 
approach to a genuine social history of revolution. 
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IT IS NOW WIDELY ACCEPTED that the cost of the 1941-45 war to the Soviet Union was 
a population loss of 26-27 million people. This figure derives from demographic data 

published at the turn of the 1990s. The core data were helpfully reproduced by Ellman 
& Maksudov in this journal some years ago and it is to their article that most readers 
in the West will turn. ' Unfortunately, valuable though their summary is, their 
presentation is confusing in parts. The purpose of this note is therefore to suggest a 
need to distinguish more carefully two figures for the number of deaths and to show 
where Ellman & Maksudov inadvertently confuse them and so end up with a 
misleading analysis that understates the real impact of the war. 2 

There are three main ways in which we can think about war losses. These are: 

1. Real deaths that are directly or indirectly related to the war. 
2. Excess demographic deaths. This is the subject of the Ellman & Maksudov article 

and much of the literature. Excess deaths are the difference between the total 
number of actual deaths in the war years and the deaths that might have been 
predicted to occur had there been no war. 

3. Hypothetical demographic loss. This adds to excess demographic deaths the 
estimated shortfall in net births compared with what might have been predicted in 
the absence of war. 3 

Each of these measures is legitimate but they are needed for different purposes. 
Excess demographic deaths and hypothetical demographic loss are of special interest 
for the investigation of population trends. Real war-related deaths are of much more 
interest to historians concerned to understand the human cost of war and its impact. 
The data requirements for these concepts also vary. Both excess demographic deaths 
and hypothetical demographic loss are easy to measure in two senses. First, the 
numbers can be derived from the generally available population data and have a clear 
demographic meaning. Second, they do not involve specific judgements about 
causation. Real war-related deaths, however, are difficult to measure since they must 
be built up from different sources, e. g. casualty figures, and because they involve 
judgements about causation. For example, was a siege death from disease a product 
of war or 'natural causes'? It is easy to understand, therefore, why the two 
demographic concepts get more attention. But this does not mean that the number of 
real war-related deaths is unimportant. To the contrary, it is exactly this concept that 
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TABLE 1 
ACTUAL, NORMAL AND EXCESS DEATHS 

1941 Population Those born 1941-45 Total 

Actual deaths 37.2 5.5 42.7 
Normal deaths 11.9 4.2 16.1 
Excess deaths 25.3 1.3 26.6 

many historians want to use. Above all we need to be clear about which concept it 
is that we are using and to use them consistently. It is in this light that we offer this 
note of clarification. 

In their article Ellman & Maksudov draw attention to the importance of knowing 
the correct figure for the population of 1941 and dealing properly with the issue of 
losses through migration (forced or otherwise). They also broaden the analysis to deal 
with the impact of the war on birth rates and the birth deficit. Readers unfamiliar with 
these problems are referred to their article as these are important issues and we do not 
pursue them here. Our concern is rather with the figure of 26.6 million which is now 
widely quoted. This is not the figure of Soviet war dead. It is the figure of the 
demographic costs of the war in terms of excess deaths. What this means is that the 
death of several million people is `discounted' because they would have died anyway 
even though some of them may actually have died of violence or war-related disease 
and hunger. The figure is calculated by estimating the gross number of deaths in the 
years 1941-45 and then subtracting those deaths that might have been expected had 
1941-45 been `normal years'. This leaves the excess death figure, which is 26.6 
million. 

To make the distinction clearer we will first present the data Ellman & Maksudov 
quote in their Table 1 in a different form. We first need to establish the total 
population loss in the USSR in the years 1941-45. This is done by the following 
calculation: 

1941 Population + Births 1941-45 - 1945 Population = Total losses 
196.7 16.5 170.5 42.7 million. 

Ideally we should now take out migration, forced or otherwise, to focus on deaths 
alone. But since the number of (forced) migrants remains speculative we will ignore 
this for the moment. The figure of excess demographic deaths is then calculated by 
estimating the normal deaths and subtracting them from the actual deaths. This is 
done in Table 1, separating out the deaths of those alive in 1941 from the deaths of 
those born in 1941-45. From this it can be seen that while the total number of 
population lost was 42.7 million the excess demographic deaths were 26.6 million. 

Readers unfamiliar with demographic analysis and its tools should be assured that 
these figures are the best we are likely to get as measures of the human cost of the 
war. But they are aggregate figures. We can use the demographic data to explore 
further the age and sex distribution of the excess demographic deaths as well as the 
age and sex distribution of the actual deaths. 5 But we cannot use them to say why 
people died. Nor can we use the excess figure as a measure of the cost and pain of 
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the war because it is a calculation of additional deaths and not the war-related deaths 
that actually took place. These lie somewhere between the 26.6 million figure and the 
42.7 million figure of the total deaths that actually occurred in these years. 

To analyse the pattern of real deaths we have to use a building block approach. We 
need to analyse deaths by cause and then sum them. If we do this properly the figure 
we will sum to is 42.7 million and we can then allocate actual deaths according to 
how closely they were related to war conditions or state policy and how many were 
'natural' deaths due, for example, to old age. Ellman & Maksudov move on to 
consider some of the building blocks which need to be summed to account for deaths 
but they confuse the discussion by failing to maintain a clear distinction between real 
deaths and excess demographic deaths. 

We follow them here in considering first military deaths. Ellman & Maksudov 
helpfully reproduce data on Soviet military deaths suggesting that they were 8.7 
million. This is the figure for deaths of conscripts in the main armed forces who 
reached their units. They note that it excludes the fate of up to half a million who 
never reached their units in the first weeks of the war as well as the fate of various 
paramilitary services. They do not, however, estimate how many these involve. Yet 
the number is probably considerable and it may help partly to explain the low figure 
for Soviet POWs given in their Table 2 compared with the higher figures quoted 
elsewhere and especially those from German sources. Be that as it may, Ellman & 
Maksudov then argue that two types of correction should be made to this figure of 8.7 
million which reduce it by 900,000 to 7.8 million. We have no objection to one of 
these corrections, which is to take account of the 200,000 Soviet POWs who might 
have stayed in the West and an estimate of 300,000 POWs and soldiers who melted 
back into Russia, though like all the figures in their table these should be tested more 
carefully, as Ellman & Maksudov recognise. The other correction of 400,000 seems 
to us most peculiar. Ellman & Maksudov switch to a demographic death concept and 
say that without the war 300,000 troops in those age groups would have died anyway 
and so would 100,000 POWs. Thus the military loss figures should be reduced by a 
further 0.4 million people. But the introduction of the excess demographic death 
concept makes little sense here. These were 400,000 real deaths at the hands of the 
enemy. By and large when considering casualties in the West we do not seek to 
correct for those who would have died anyway. In real terms this is a meaningless 
concept. We do not say of the holocaust, for example, that the figures of deaths should 
be reduced to take account of the Jews who would have died naturally in the years 
1933-45. Nor do we allow people facing charges of murder to plead that their victims 
would probably have died next month if they hadn't killed them last month! These 
were 400,000 lives lost in the war, through the war, and were considered so by 
relatives whose pain would not be assuaged by the suggestion that had Ivan not been 
killed by a German sniper in 1941 he would have been knocked over by a Leningrad 
tram in 1943, had it been running in the event of there being no war. 6 

With such a large number of deaths it might seem perverse to argue over 0.4 
million. But having made this initial dubious adjustment and so confused the two 
concepts of deaths, Ellman & Maksudov then make a more serious misjudgement. In 
the final part of their article they discuss non-military deaths, deducing them to be 
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around 18-20 million. Their calculation, allowing for another tweak to the military 
figures, is 

Total excess deaths - Total excess military deaths = Civilian deaths 
26.6 7.8 18.8 million. 

Expressing the calculation this way is unfortunate because, as they note, the 
military figure does not fully account for military deaths because of the excluded 
groups. But more seriously, this is not an estimate of civilian deaths but of the excess 
demographic cost of civilian deaths. Ellman & Maksudov then reproduce figures of 
actual Soviet civilian war losses at the hands of the Nazis. These were published in 
1990 on the basis of the work of the committee charged with estimating war losses. 
In total they amount to some 20 million. Ellman & Maksudov object that this `implies 

a very convenient result, namely that there were no figures of excess deaths during 

the war in Soviet held territory and that all the excess deaths among the civilian 
population were caused by the Germans'. 

But this is false reasoning. We make no comment here on the actual calculations 
of the committee. The important thing is that they are clearly calculations of real 
deaths and not excess demographic deaths. They cannot therefore be added to the 
demographic deaths in the military and subtracted from the aggregate demographic 
cost of the war to produce the sum 

Total excess deaths - Total excess military deaths - Civilian 

26.6 7.8 2C 

deaths = Problem of 
hidden 
deaths 
0 or -t, 

and thus no deaths on the Soviet side. But this is what Ellman & Maksudov imply 
when they say that the estimate of civilian deaths is unreliable (it may be for other 
reasons) and probably too high since it leaves no space for deaths on the Soviet side. 
It would be especially unfortunate if this misconception were to lead to an attempt to 
reduce deaths that were the responsibility of the Nazis to find space for deaths that 
were the responsibility of Stalin. 

The correct calculation is 

Total population - Total military - Known Nazi civilian = Residual deaths/ 
loss deaths deaths population loss. 

If, for illustrative purposes only, we interpolate some of the rough data we have we 
get 

42.7 -8 - 20 = 14.7 million. 

At this point readers should pause for breath. We have not discovered a huge figure 
of hitherto unknown deaths that can be laid directly at the door of Stalin. Our own 
sympathies tend to lie more with those who have used demographic data to reduce 
some of the wilder estimates of population losses due to Stalinism. But we do want 
to get the analysis right. 

The building-block approach means that the figure of unexplained deaths is a 
residual. We have to subtract from this migration. If we take better account of 
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military-related deaths we could immediately explain another small but significant 
part of it. Another part will be explained by 'natural deaths' from old age. Then there 
will be deaths from disease, accidents and so forth that may or may not have been 
related in some way to the war in both the occupied and unoccupied territories. We 
would suggest that most of this residual will disappear if these calculations could be 
made accurately. But there will still be a significant number of deaths which can be 
attributed to Stalin through the Gulag etc., and they will be found in this residual 
figure. The problem that Ellman & Maksudov identify therefore only arises because 
they confuse the two concepts they are working with. Unfortunately, in trying to be 
helpful Ellman & Maksudov's note 21 then offers further problems. Here Maksudov 
reports his estimates of some of the building blocks. He suggests that there were 7 
million 'deaths from the German occupation' made up of the 'killing of Jews, deaths 
in the siege of Leningrad, deaths of civilians from fighting, excess deaths in the 
occupied territories resulting from the deterioration of living conditions'. There are 
two problems with this. The first three categories are those of real deaths, the fourth 
is excess deaths, so summing them again makes little sense. Secondly, the figures he 
attributes to these categories seem awry. He gives 1 million for the siege and 3 
million Jews, which only leaves 3 million to be distributed between real civilian 
collateral deaths in fighting and excess civilian deaths. This must be much too low. 
Moreover he then says 'Excess deaths from the deterioration in living conditions in 
the unoccupied territories seems also to have been about 7 million'. Again we have 
an excess death estimate. Yet it is much higher than that for the occupied territories, 
which is peculiar. (But Maksudov says `also 7 million', which leaves this reader 
further confused since his formulation for the occupied side implies much less than 
this. ) He then adds in 3 million real deaths for Stalinist repression and 2 million for 
real migration movements. Together these add up to 19 million, which suggests to us 
that the problem is that he is still trying to reach the mistaken figure of 20 million 
excess civilian deaths quoted in the article by continuing to add together real and 
excess deaths in an illegitimate way. The effect of this is to reinforce the understate- 
ment of deaths on the Nazi side of the lines that the previous mistake began. 

To help readers we give in Table 2a listing of some of the more important building 
blocks that have to be identified. We make no claims to perfection. Categories can be 
added or modified, as readers think fit. Table 2 also represents something of a counsel 
of perfection in as much as we lack data for many categories and the data we do have 
cannot easily be subdivided. We know, for example, with reasonable confidence the 
number of deaths in the siege of Leningrad but allocating them between categories 
would be difficult. In the first instance the purpose of Table 2 is more heuristic-to 
help think through some of the complications of tracking war deaths. However, one 
day it may be possible to produce a more adequate version of such a table with the 
categories filled subject to a greater or lesser margin of error. We would then be able 
to move towards a more adequate discussion of causation. 

To conclude, there are two ways of approaching the issue of World War II deaths. 
We can seek to explain the pattern of deaths that did take place or we can seek to 
explain the excess demographic deaths in the war. Both are legitimate tasks but they 
are different ones. The latter is a narrow demographic task which involves a 
comparison of what happened with what might have happened. The former is a 
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TABLE 2 
CATEGORIES OF WAR DEATHS 

(a) Military deaths from battle and wounds 

1. Red Army deaths from battle and wounds 
I. I. Battle 
1.2. POW 
1.3. Repression at front 
1.4. Disease 

2. Other military-related deaths on Soviet side 
2.1. Battle 
2.2. POW 
2.3. Repression at front 

3. Deaths of Soviet citizens fighting for Nazis 
3.1. Battle 
3.2. POW 
3.3. Repression at front 

4. Civilian collateral deaths in fighting, bombing etc. 

(b) Repression deaths behind the lines 

5. Direct deaths from Nazi repression 
5.1. Deaths of Jews 
5.2. Deaths of Gypsies and other minority groups 
5.3. Deaths of Slavs 

6. Deaths from Nazi forced labour other than POWs 
6.1. Deaths in Russia 
6.2. Deaths abroad 

7. Deaths from Soviet repression 
7.1. State/Gulag deaths 
7.2. Deaths from deportation 

(c) Civilian deaths 

8. Occupied lands 
8.1. Deaths from forced population movement, refugees etc. 
8.2. Deaths from malnutrition, disease 
8.3. Violent deaths-accident, suicide, civil violence etc. 
8.4. Natural deaths 

9. Unoccupied lands 
9.1. Deaths from forced population movements, refugees etc. 
9.2. Deaths from malnutrition, disease 
9.3. Violent deaths-accident, suicide, civil violence etc. 
9.4. Natural deaths 

10. Other 

Total 42.7 million 

historical task which involves analysing and explaining what did happen. We must 
not confuse the two. We do not know how many people died in the USSR as a result 
of the war and related policies. We know the total number of deaths in the war years 
was 42.7 million, we know that excess deaths were 26.6 million, so the figure of 
war-related real deaths must lie between the two and is substantially more than 26.6 
million. By using a building-block approach which involves categorising deaths by 
their different causes we can hope one day to tie down the pattern and scale of death 
better. These figures, were they available in a consistent form, would sum to 42.7 
million and not 26.6 million. We could then take out those that were more or less 
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unrelated to the war and be left with the real figure of deaths that arose directly and 
indirectly from the war. But we are a long way from being able to do this, although 
a start has been made, as can be seen from some of the data we have discussed. In 
the meantime for the general historian some variation of the following formulation 
seems the best way to describe the human cost of the war. 

During the years 1941-45 42.7 million people were lost from the USSR. Perhaps 
2 million or more were migrants, forced or fleeing. The rest were deaths. Had the war 
not occurred 16.1 million would have died, so the net demographic cost of the war 
was 26.6 million. But the war did occur, creating horrific conditions on both sides of 
the lines. Some millions did die peacefully, perhaps of old age, but tens of millions 
did not. Whatever their fate might have been in the absence of war, they were actually 
carried off by military violence, malnutrition, disease or repression. Their number lies 
somewhere between 26.6 and 42.7 million. Both the scale of the figures and their 
imprecision is a testament to man's inhumanity to man. 

University of Wolverhampton 

'M. Ellman & S. Maksudov, 'Soviet Deaths in the Great Patriotic War', Europe-Asia Studies, 
46,4,1994, pp. 671-680. 

21 am most grateful for Michael Ellman's helpful comments on this note of qualification. The 
arguments, however, are my own. 

3 It should be noted here that the birth deficit depends on the period analysed. It can be measured 
narrowly in terms of the war years alone. Or account can be taken of the lost births due to lost 
marriages in the post-war years as a result of the sex composition of war losses. Given the extent to 
which women predominated over men in post-1945 Soviet society this is considerable. 

Separating out the issues in this way immediately raises interesting questions. Note that the 
jump in child mortality is relatively small compared with the additional mortality of people alive in 
1941. Of course the birth rate fell sharply and this may be part of the explanation. But this seems 
something worth more analysis. 

Measuring the cost of war through analysing excess deaths is also problematic in its own terms, 
as demographers well realise. The age/sex composition of war deaths will be different from deaths 
that might normally occur and this has to be factored into the analysis of demographic trends. 

6 Alternatively, if we are to work solely with this concept of excess deaths, then we must apply 
it consistently-for example reducing the numbers killed in the Gulag camps to take account of those 
who would have died anyway. I should once again clarify that for specific purposes the concept of 
excess deaths is important, so this article is not intended to argue against its use. The point is to use 
it consistently and in its right place. If we detach it from its narrow demographic sense we can 
produce perverse results-for example, if a war increases the number of births more than deaths then 
the war leads to a demographic gain. Equally, if the war reduces the civilian death rate, as to an extent 
happened in Britain in the war years, because of more equal food and health provision, then this can 
also be a demographic gain. 



EUROPE-ASIA STUDIES, Carfax Publishing 
Vol. 55, No. 6,2003,945-947 G+N/ýý' 
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War II: A Reply 

MICHAEL HAYNES 

THE AIM OF MY NOTE ON COUNTING SOVIET WAR DEATHS between 1941 and 1945 was to 
show that the debate on the numbers who died as a result of the war is still very much 
open. The very valuable past discussions of the issue had been hampered by a degree 

of confusion between the concept of excess deaths and actual deaths. The need is 
therefore to move towards a more empirical discussion of the distribution of deaths 
by immediate cause. Once we have a clearer idea of this we can then move to a firmer 
discussion of the direct or indirect role of war in these deaths. In the process of 
making this argument I suggested that the answer would be somewhere between a 
lower bound figure and an upper bound figure set by the total number of deaths. It 

was certainly not my intention to suggest that the latter figure be taken as the real 
figure and that we should add 16 million deaths to the conventional estimate. Indeed, 
the attempt to elaborate a possible typology of causes of death pointed away from just 
that. Rather, I wanted to suggest that, pending further research, we should treat the 
issue as much more open than is usually done. 

The issue of war and its costs is far too important to be left on the sidelines of 
history or as the subject of partially ghettoised military history. Mark Harrison has 
done more than most to make us aware of this in his work on the economic history 
of both the USSR and World War II. I therefore welcome his elegantly simple 
discussion of the way in which the probabilities of death can interact. But it seems 
to me to work best if it is understood as an attempt to finesse the indirect approach 
to analysing war deaths. It does not negate the argument that we need to put more 
effort into researching the direct approach and that is why I provided a rough 
typology to show how we might go about this task. 

The main discussion of war deaths has been undertaken by demographers who have 
used an excess death concept. 'War deaths' are the additional deaths that occurred in 
the war. As I was at pains to point out, this is an important and quite legitimate 
concept that demographers need. It compares what happened with a counter-factual 
of what would have happened had war not occurred. It seeks to measure the 
difference between them. But historians also want a sense of the totality of change. 
They need to know not only what we can add to the counter-factual but also how the 
history that happened changed the counter-factual part that did not happen. 

ISSN 0966-8136 print; ISSN 1465-3427 online/03/060945-03 © 2003 University of Glasgow 
DOI: 10.1080/0966813032000123105 



946 MICHAEL HAYNES 

Suppose, for example, that the mortality probabilities suggest that as a result of past 
lifestyles and/or age I am unlikely to survive the next year at all because either heart 
disease or cancer will kill me. My chances of death might therefore be hypothesised 
to be 1 or near to it. In the event a war breaks out. During it I am killed on my way 
to hospital because of a bomb attack or, reaching hospital, I die when the power 
supply fails because of an attack on a power station or fuel convoy, or my weak body 
is overwhelmed by some water-born disease because basic sanitation facilities have 
failed. Although my chances of surviving the period of the war are remote-am I not 
still a war death? My argument is that I am a war death not because my death 
occurred during the war but because directly or indirectly the war was implicated in 
the manner of my death. While we can have a debate about the degree to which the 
war was involved and its moral (and legal) consequences, we cannot say the war had 
no impact because I was due to die anyway. I also suggested that to deny me the 
status of a war death because I was likely to die anyway would have quite perverse 
consequences. The numbers dying in the holocaust, for example, are usually based on 
a direct estimate of deaths in which the Nazis were implicated either directly or 
indirectly. We could discount the estimates to eliminate those who would have died 
anyway (and in a demographic analysis this might be necessary) but it would not 
normally be considered helpful for an understanding of the nature of the holocaust 
itself and the trauma it created. At the individual level too there are problems. I could 
not, for example, die as a result of a war crime if this logic were followed. 

These seem to me to be important issues for historians to try to resolve. With the 
indirect approach such cases get trapped in the margins of error and are included or 
excluded depending on how these are defined. Moreover, since we are dealing with 
large numbers, even small margins for error can, as Harrison recognises, involve large 
absolute numbers. It is salutary, for example, for someone in Britain or America to 
recall that even an unrealistically conservative margin of error of 1% in the Soviet 
calculations is equivalent in absolute terms to a significant share of actual British or 
American war deaths. 

The scenario I have described is hardly likely in such an extreme form. But it 
points to the important question of the way in which war might affect the manner of 
death and its distribution. In fact we do know that the most vulnerable in any war 
situation are the young, the sick and the old, i. e. those with higher peacetime risks of 
death, so this is an issue worthy of further investigation. War can also affect the 
changing causes of death in potentially more healthy age groups. The difficulty is that 
we do not and cannot know from the indirect approach. But we do have the possibility 
of studying the actual pattern of deaths and once we know this we can ask important 
historical questions about direct causation. 

At this point let me stress again that my argument is not that my position is right 
and the other wrong. Whether 'the interaction of mortality risks is at the core of the 
problem of Soviet war deaths' depends on the question that is being asked. Having 
recently been working on the demographic history of the USSR and Russia, I know 
to my cost how easy it is to allow different concepts to affect one's analysis. Harrison 
wishes to bring together questions which I think it helpful at this stage to separate. 
I am happy for him both to point out how unlikely the upper bound was and to try 
to estimate its more likely level. I would be less happy if his clarification of some of 
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the mortality probabilities were seen as a reason for not pursuing more vigorously a 
direct analysis of the pattern of wartime deaths. In war many 'normal' deaths will be 
linked to war, occurring in different ways (and possibly to different people) than if 
the war had not occurred. 

The indirect approach to war deaths has arisen for two reasons. First, much of the 
work, from Lorimer to Andreev et al., has been done by demographers within a 
demographic framework. Second, there has been a presumption that the sources do 
not exist to chart patterns of death more directly. In the best of circumstances the 'fog 
of war' makes the tracking of wartime deaths difficult whether they arise directly 
from combat or indirectly from its wider effects. This 'fog' becomes all the worse 
when we have a regime like that of the Nazis on one side and Stalin on the other. But 
we do not need to be so pessimistic. A lot of valuable material does exist and much 
of it has been subject to at least a preliminary sifting. In my original note I 
deliberately did not incorporate this, as it would require a significant research effort 
to document and assess it adequately. But readers who wish to pursue this will find 
it useful to return to some of the detailed data (subject to the qualifications I make 
in my note) in Ellman & Maksudov's original discussion in English. For those who 
know Russian the analysis can then be deepened by reviewing the demographic data 
in Andreev et al. for the USSR and subsequently reworked for Russia. ' Military 
casualties are tracked in Krivosheev's compilation. 2 Military and civilian issues were 
discussed in a collective volume published in 1995 and there is much in the relevant 
chapters of a recent collective history of the population of the USSR. 3 I would hope 
therefore that this and related exchanges will be an encouragement to others to 
develop a clearer account of the different dimensions of death in these years. 

University of Wolverhampton 

' E. M. Andreev, L. E. Darsky & T. L. Kharkova, Naselenie Sovetskogo Soyuza 1922-1991 
(Moscow, Nauka, 1993); E. M. Andreev, L. E. Darsky & T. L. Kharkova, Demogrqficheskaya istoriya 
Rossii: 1927-1959 (Moscow, Informatika, 1998). 

2 G. F. Krivosheev, Rossiya i SSSR v voinakh XX veka. Poteri vooruzhennykh sil. Statisticheskoe 
issledovanie (Moscow, Olma-Press, 2001). 

3 Lyudskie poteri SSSR v velikoi otechestvennoi voine (St Petersburg, RAN, 1995); Naselenie Rossii 
v XX veke. Istoricheskie ocherki tom 2.1940-1959 (Moscow, Rosspen, 2001). 



10. The Long Boom and the 
Advanced World 1945-73 

Michael Haynes 

In 1945 the wife of John Maynard Keynes wrote in her diary, 
`World in a disheveled condition. ' Leading economists of the 
time worried not only about the difficulties of overcoming 
the chaos of war, but the longer term capacity of capitalism 
to grow. The USA was producing half the world's manüfac- 
wring output by 1945, but at the start of 1939 it had still 
had an unemployment rate of 19 per cent. It was the war 
economy that had solved this problem. The question now 
was whether an expansion of productive output and full 
employment could' be sustained in peacetime. And if this 
posed problems for the USA how could it act as an engine of 
growth for the world economy? As late as the summer of 
1949, Joan Robinson was still recalling that in the inter-war 
years, ̀ slumps appeared to have, grown deeper and more pro- 
longed, and there was heavy unemployment even in times of 
boom 

.... There is every reason to expect this situation to 
repeat itself as soon as the period of post-war readjustment 
has come to an end. 'l 

Such fears were unfounded. The period of capitalism's 
greatest crisis in the 1920s and 1930s gave way to its golden 
age in the three decades after 1945-a period of growth that 
looks outstanding not only in relation to the past but also in 
relation to the more uncertain pattern of the last quarter of 
the twentieth century. The aim of this chapter is'to clarify 
some of the elements of the boom, and to relate them to the 
key issue of the: long=rün dynamism of capitalism: ̀'. 
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Capitalism as a World Economy 

There are problems with the measuring the changing dimen- 
sions of capitalism. Global capitalism has spread from an 
Atlantic core to the rest of the world; more primitive modes 
of production have been subverted and integrated into capi- 
talism. As early as 1945 this process was more or less 'com- 
plete-what would soon be called the Third World was inter- 
nal to the system. But what of the Soviet bloc? The official 
ideology of these countries claimed they were part of the 
socialist sixth of the world, a parallel but separate global 
economy, and this was accepted even by many of Stalinism's 
critics on the left. If, however, we concede the argument that 
the system in the Soviet bloc was some kind of state capital- 
ism, then these economies do appear as an integral part of 
the recent global capitalism and their development has there- 
fore to be integrated into any analysis of the capitalist system. 
and the dynamics of capital accumulation and profitability. 

But measurement then becomes a major problem. 
Conventional western measures of economic output often 
conflict with basic Marxist concepts; and although heroic 
efforts have been made to extend conventional national 
income accounts backwards and across countries, the cover- 
age of the data remains uneven and the foundations of the 
estimates often disturbingly slight. Nevertheless, this is all we 
have to work with. 2 

Maddison's long-run data suggests three distinctive fea- 
tures of the boom. 3 First, in the period from 1945 to 1973 
the world economy grew faster than ever before. After 1973 
growth slowed considerably compared to the `golden age' or 
`the thirty glorious years. ' Growth rates since 1973 have 
been higher than in the inter-war years but iri many cases 
only slightly higher than those of before 1914 and, in some 
cases, not significantly different from that era. 4" s ".... .. _. ' _' Second, world capitalism. a i the boom was much more sta=, 
ble. For many ordinary people, whose family experience had 
been marked bp the difficulties of the 1930s, the most 
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Table 1 Growth Rates of Real GDP per Capita5 

1870- 1913- 1950- 1973- 
1913 1950 . 1973 1989 

Australia 0.9 0.7 2.4 1.7 
Austria 1.5 0.2 4.9 2.4 
Belgium 1.0 0.7 3.5 2.0 

Canada 2.3 1.5 2.9 2.5 
Denmark 1.6 1.5 3.1 1.6 

Finland 1.4 1.9 4.3 2.7 
France 1.3 1.1 4.0. 1.8 
Germany 1.6 0.7 4.9 2.1 
Italy 1.3 0.8 5.0 2.6 
Japan 1.4 0.9 8.0 3.1 
Netherlands 1.0 1.1 3.4 1.4 
Norway 1.3 2.1 3.2 3.6 
Sweden 1.5 2.1 3.3 1.8 
Switzerland 1.2 2.1 3.1 1.0 
UK 1.0 0.8 2.5 1.8 
USA 1.8 1.6 3.2 1.6 
Arithmetic 
Average 1.4 1.2 3.8 2.1 

important aspect of this stability was the existence of full 
employment apparent in Table 2. In Britain the lowest peace- 
time level of unemployment was recorded on 11 July 1955 
when a mere 184,929 were registered unemployed, 0.9 per 
cent of the labour force (compared to the January 1933 
British peak of 22.8 per cent of the insured population). 
Switzerland (population 6.6 million) entered the record 
books at the very end of the boom with a mere 81 registered 
unemployed in December 1973. Indeed so strong was the 
demand for labour that the long boom was also an era of 
mass migration to the heartland of the world economy. The 
strength and continuity of the boom led many to believe that 
problems of the economic cycle had been overcome. But 
they were rudely awakened after 1973. 
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Table 2 Standardised Unemployment Rates %6 

1920-38 1950-73 1973-98 
Western Europe 5.6 2.9 7.1 
France 2.6 2.0 8.6 
Germany 6.2 2.5 5.7 
Italy 4.4 5.7 8.3 
United Kingdom 9.4 2.5 8.2 
USA 11.2 4.6 6.6 
Japan na 1.6 2.5 

Third, there was a clear process of convergence between the 
advanced economics. This convergence can be identified at the 
level of the advanced national economies within groups such as 
the OECD economies or the economies of Eastern Europe. 
Data for the OECD group is set out in Table 3. There is also 
convergence between regional groupings with Eastern Europe 
converging on the OECD and there is some convergence 
between regions within and between economies.? 

Table 3 Levels of GDP Per Person at 1990 International $ Prices 

as % of US Level$ 

1870 1900 1913 1950 1979 1992 
USA 100.0 100.0 100.0 100.0 100.0 100.0 
Australia 154.7 104.9 103.7 75.4 75.1 75.3 
Austria 76.3 70.8 65.7 38.9 68.1 79.6 
Belgium 107.4 89.2 77.8 56.1 71.7 79.6 
Canada 65.9 67.3 79.4 73.6 82.2 84.2 
Denmark 78.4 70.8 7.4.9 69.8 80.8 84.9 
Finland 45.1 39.6 38.6 43.2 64.9 67.9 
France 75.6 69.6 65.0 54.5 77.9 83.3 
Germany 77.9 76.5 76.2. 44.7 79.1 89.8 
Italy 59.7 42.6 47.2 35.8 62.7 75.3 
Japan 30.2 27.7 25.1 19.6 66.3 90.1 
Netherlands 107.4 86.2 74.4 61.1 76.9 78.4 
Norway 53.0 43.0, 42.9 52.1 61.6 81.4 
Sweden 67.7 62.5 58.3 70.4. 81.3 78.5 
Switzerland 88.4 86.2 79.3 93.4 108.1 97.6 
UK 132.8 112.1 94.8 71.5 72.7 73.0 
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Consideration of this data suggests the hypothesis that the 
more strongly the frontier of capitalist development advances 
and the more stable its advance, the better the conditions for 
convergence. The less strongly it advances and the more 
unstable its development the more difficult the process of 
convergence, and the more chance that positions will be 
fixed or there might even be fall back. In this perspective 
three questions obviously arise. First, what is it that deter- 
mines the pace of advance of the frontier? Second, what 
determines the general pattern of convergence-divergence 
behind the frontier? And finally, what explains outstanding 
examples of convergence-such as, Japan and outstanding 
cases of fallback-for example, the `relative decline of the 
British economy'. 

The Advance of the Frontier in the Long Boom 

If we take the performance of the most advanced economies 
as a proxy for the advancing frontier, then it quickly emerges 
that long-term growth rates were only marginally higher for 
the US and the UK in the long boom than their historical 
average. Long run OECD income growth appears to average 
around 2 per cent and the long-run rate of growth , of 
whichever economy is leading tends towards to this average. 
The key feature of the long boom for the two most advanced 
major economies in 1945 was therefore not its speed so 
much as its stability. This also points more clearly to the link 
between stability in the most advanced economics and the 
catch up effect. The long boom, by producing conditions of 
relative stability, enabled catch up to occur behind a frontier 
that was moving forward at a steady but not spectacular his- 
torical rate. 

Nothing in the past or likely future of capitalism compares 
to this, yet the attention devoted to explaining it is paltry. 
The gap continues to be apparent in the recent work of con- 
ventional economic historians. Noting the contrast between 
the pre-1914, inter-war and long boom periods. Crafts can 
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only lamely say that the boom and `catch-up is highly con- 
tingent on circumstances rather than a general phenomenon' 
and then have quick recourse to a series of ad hoc specula- c 
lions about changing social capacities. 9 

Theorising on the left has been more systematic, but also 
encounters serious problems. Explaining the mechanics of the 
long boom once it was in place is not necessarily difficult. Nor 
is it difficult to offer an explanation of the much less impres- 
sive performance of the world economy since the 1970s. The 
difficulty is to explain both phases. Unless we have recourse 
to ad hoc factors (and as we shall see some do) we need an 
approach that can consistently explain the pattern relative suc- 
cess and relative failure over time. Many accounts founder on 
this problem. Thus Robert Brenner, in a long history of 
advanced capitalism since 1945, seeks to explain the collapse 
of the boom in terms of the way increased international com- 
petition pulled down the global rate of profit as catch-up 
occurred. Even if this were a convincing explanation of the 
end of the boom, however, it leaves unexplained what caused 
a boom of such length and strength in the first place. 
Brenner's focus on the centrality of the rate profit as the key 
determinant of capitalist development focuses on exactly the 
right issue, but to be effective we need an adequately theo- 
rised and consistent historical account not just of its downs 
but its ups as well. '0 As Michael Kidron put the problem in an 
important but neglected contemporary analysis: 

High employment, growth and stability explain one 
another to some extent... each can be seen as the immedi- 
ate cause of the others, together forming a causal loop, 
that can be made to revolve in any direction from any 
point. The loop itself needs to be explained. In the thirties 
it was one of unemployment-stagnation-instability; now it 
is one of high employment-growth-stability. The intercon- 
nections and sequence are the same. Only the level is dif- 
ferent. li 
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With this in mind, let us consider four explanations of the 
boom remembering that it petered out after three decades, 

During the boom, success was conventionally attributed to 
governments avoiding the errors of 1930s through the appli- 
cation of Keynesian policy in the context of the international 
Bretton Woods system. Internationally the world economy 
was gradually opened up, while domestically the state 
directed, if not controlled, the major economic aggregates. 
But explanations like this are not convincing. In Keynesian 
terms private sector investment was high throughout, and 
therefore did not need deficit budgets. In any case, it seems 
that most states operated with budgets that were balanced in 
the periods when we might have expected them to be unbal- 
anced. What demand management there was often had con- 
tradictory effects. But the fundamental difficulty with all 
such explanations is that they cannot cope with the loss of 
dynamism in the 1970s. If, in whatever form, the magic 
touch existed in the 1950s and 1960s how was it lost after 
this? Perhaps the most popular response to this on both right 
and left is to put the blame on an heroic or evil (depending 
on your point of view) push from below to increase wages 
and cut back profits. Brenner and others have extensively 
documented the deficiencies of this argument as an explana- 
tion of the `fall'. 12 But the problems are no less apparent if 
we reverse the problem and ask if such an explanation can be 
turned on its head to adequately explain the origins and 
length of the boom in the first place-something discussed 
by Carlo Morelli in his contribution to this work. 

One solution to this conundrum is the idea that the 
rhythm of capitalism was subject to longer Kondratiev cycles, 
that perhaps lasted up to fifty years, with the twenty-five 
good years giving way to twenty-five bad ones. This view 
quickly acquired some popularity across the political spec- 
trum in the late 1970s-perhaps because its apparently neat 
solution saved the need for serious thought. 13 Kondratiev's 
own formulation focused largely waves in price movements 
and was highly speculative. There: 'remain three compelling 
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reasons, however for rejecting the idea of Kondratiev 
cycles-whichever formulation they are given. First, there is 
a lack of clarity over how such waves are to be measured (are 
they global or national, real or monetary phenomena). 
Second, even if we can agree on what to measure it is not 
clear that empirically they can be shown to exist at all. The 
most rigorous study has been undertaken by Solomou, who 
tested a series of different versions of the idea, only to con- 
clude that `although the world economy witnessed major 
long-run discontinuities in growth, these do not belong to as 
long-wave pattern or a long-wave explanatory framework'. 14 

Third, the key theoretical issue that is too often avoided is 
the need to identify a clear reason for the existence of long 
waves. Logically if there is a long cycle in capitalist develop- 
ment then it ought to be possible to theorise endogenous 
movements in the rate of profit over a longer period. But this 
has not been satisfactorily done and it-remains hard to see 
how it could be. This is one reason why many long-wave 
theorists have been attracted to Schumpeter type explana- 
tions in terms of an exogenous clustering of new technolo- 
gies. But it remains difficult to find evidence that such clus- 
terings are real, or that the movement in such variables as 
technology shouldn't be included as part of the endogenous 
process of change. Moreover, once we decompose the boom 
into a frontier effect and a catch-up effect then, as Maddison 
points out, it remains questionable whether the speed of 
technological advance was more rapid in the boom. ls 

Rejecting the long-wave hypothesis, Solomou suggested 
an alternative in the form of ad hoc shocks which pushed the 
world economy onto a different growth path. However a 
number of difficulties arise with this approach too. 

, 
First, 

there is the problem of why such `shocks' should have a pos- 
itive or a negative effect: why does the world economy find 
it easier to adjust in some periods and to respond- more vig- 
orously than is the case in other periods? To explain this ft is 
not sufficient just to have -regard to the shock itself. 

Second, like the Kondratiev cycle approach, the emphasis 



The Long Boom and the Advanced World 191 

on shocks is too simple and neat a solution. Shocks only seem 
to be identifiable after the evcnt, so that they can appear very 
much as a post hoc rationalisation. As Shaikh points out, the 
stress on exogenous shocks offers a comforting solution for 

crisis for those economists who in their hearts hold to the 
view that capitalism really an essentially stable system capable 
of harmonious development. 16 

Third, there is the key issue of why the shock effect lasts 
for so long. Solomou's account of the post-war shock in this 
respect seems suspiciously lame: 

The post-war boom was founded on transitory variables- 
the technological gap, flexible labour supplies, flexible 'and 
cheap raw material supplies and the dominant leadership 

of America in 1950. Such a cl istering of favourable 

growth factors in 1950 made possible the most rapid and 
longest high growth phases in modern economic history. '7 

It is not that factors like this are not important. The issue is 
whether by themselves they explain the loop or are internal 
to it. It is not difficult to find factors that should have pushed 
the world economy onto a lower growth path during the 
boom; but they did not. It almost seemed as if the boom was 
being held up by some kind of safety net that was not pre- 
sent to the same extent before 1945, and would not be pre- 
sent to the same extent after 1973. Attention must therefore 
be shifted away from the `shock' to an explanation of the 
generally positive environment that was sustained over such 
a long period. This leads us to one of the most neglected 
aspects of the long boom-the arms economy. 

The Arms Economy 

The possibility that an explanation might be found here has 
always been at the margins of discussion of the boom, but 
this is perhaps more a testament to the restricted interests of 
economists than the real importa4ce of the issue. Sumner 
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Rosen once suggested that the failure to confront the signif- 
icance of cold-war related military expenditure was ̀ the most 
important abdication of any by the economists. '18 

The peculiar relationship of orthodox economists to this 
issue can be traced in the successive editions of the classic 
economics text of the long boom by Paul Samuelson. When 
the first edition of his Economics was published in 1948 
Samuelson, dominated by a sense of the wartime military 
effort, was happy to set out the arguments for and against the 
view that there was an inherent tendency towards stagnation "+ 
in the US economy; but he was nervous about coming. to a 
conclusion on the argument's merits refusing `to weigh the 
relative merits, of the stagnationist viewpoint. '19 The second 
and third editions (published in 1951 and 1955) kept the 
discussion of stagnation, but the nervousness gave way to not 
only an effective rejection of the argument but a celebration 
of the arms boom: 

The (6-10) years since 1945 proved to be quite the 
reverse of any gloomy expectations concerning the stagna- 
tion of a mature economy. And as long as-the tense inter- 
national situation prevailed, there seemed small reason to 
fear that there would be too little dollar spending in the 
United States. It is ironical that the Russians accepted it as 
an inevitable fact that the post-war capitalistic system must 
experience a tremendous crisis and collapse. Yet every mil- 
itary move they made had quite the opposite effect ensur- 
ing that the capitalist countries would pursue such exten- 
sive military expenditures as to make any depression 
inmpossiblc! 20 

The whole secular stagnation discussion then disappeared, 
and by the 8th edition, published in 1970 just as the long 
boom was about to begin to unravel, Samuelson confidently 
believed it would continue. Whatever role arms spending had 
played it was not necessary to the system. `If there is a polit- 
ical will, our mixed economy can räther easily keep 

ý.. 
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Consumption + Investment + Government spending up to 
the level needed for full employment without arms spend- 
ing. '21 

To make sense of the real relationship between arms 
spending and the boom, it will be helpful to sketch the scale 
of the global arms effort. Table 4 sets out a constant price 
index of global military expenditures calculated by the 
Stockholm International Peace Research Institute (hereafter 
SIPRI) for the first three quarters of this century. 

Table 4 World Military Expenditure in Constant US$bn22 

1908 9.0 1953 140.9 
1913 14.5 1955 127.4 
1925 19.3 1960 130.8 
1929 21.7 1965 162.2 
1935 32.6 1970 209.0 
1938 61.6 1975 213.8 

e 1948 64.7 

After the end of the Second World War arms spending 
quickly fell, and in 1948 in the USA was only 3.2 per cent of 
output. Then a huge jump took place as the cold war began, 
reinforced by the Korean War, and spending was subse- 
quently sustained at higher levels. SIPRI studies suggest that 
on the eve of the First World War military expenditure was 
some 3-3.5 per cent of global output. In the 1920s its share 
fell before rising to similar levels in the late 1930s. What cru- 
cially held down the military share was the lack of spending 
by the US state (between 1-2 per cent of output through 
most of the inter-war years). After 1945 all this changed and 
in the 1950s the global military burden, supported by the 
huge American expenditure, was perhaps 10 per cent of out- 
put and throughout the boom it averaged 7-8 per cent. 23 

The full scale of the military burden is made clearer by cal- 
culations of the US Arms Control and Disarmament Agency, 
which estimated in 1968 that global military expenditure was 
three times global health expenditure and 40 per cent more 
than global education expenditure. In 1962-64 military 
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expenditure in the developed world at 7.8 per cent of output 
was also 20 times greater than official development aid for 
the poor countries of the world. 24 An even more fundamen- 
tal comparison: at the beginning of the 1960s the military 
burden was the equivalent of 50 per cent of global gross cap- 
ital formation, and although the ratio fell by the end of the 
decade the United Nations pointed out that `it is entirely rea- 
sonable to compare fixed investment with military expendi- 
tures ... for the world as a whole, military expenditure at 6 to 
6.5 per cent of world national product is a about a third as 
large as fixed capital formation-20 per cent of world 
national product. '25 

The impact that such a high level of military expenditure 
can be argued to have depends on how the crisis mechanism 
in capitalism is understood. 26 There is what we can call a 
`Keynesian effect' on consumption. Contrary to Samuelson's 
claim that arms expenditure could be easily, substituted, it 
was argued that it is the only politically acceptable form of 
large-scale Keynesian demand management, since it rein- 
forces rather than challenges the interests of those with 
power. This argument could be made either in a standard 
Keynesian form as the Samuelson did in his early discussion, 
or in some left wing form of an underconsumption argument 
as did Baran and Sweezy. 27 That military expenditure gave a 
considerable boost to consumption seems undeniable 
though military logic meant that governments could not use 
it to fine tune the economy. Rather, arms expenditure helped 
to provide a safety net which cushioned the system. 

But a second consequence, what we can call `the Marxist 
effect' was an even more important part of this safety net. 
Marx had seen the central contradiction of capitalism not in 
terms of consumption, but in the inability of the system to 
sustain a high long-run rate of profit without the operation 
of countervailing influences. The problems of the inter-war 
years seemed to confirm that these difficulties were not sim- 
ply theoretical. Lacking Marx's analytical framework, 
Keynesian economists were at a loss to explain long variations 
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in the rate of profit (rather than short-run cyclical ones) but 
they too worried about what they called the declining 
marginal productivity of capital. 28 No such problems existed 
after 1945, and some suggested that with military expendi- 
ture running at one third to one half the level of capital for- 
mation, this was having a fundamental impact on the capital- 
labour ratio. Military expenditure is a form of luxury pro- 
duction which does not seem to impact on the overall rate of 
profit in the capitalist system. 29 

But the arms argument has another economic aspect. What 
we have just called the `Marxist effect' operates at the level of 
global capitalism. But the actual rate of profit in any part of 
the system involves a process of redistribution of surplus 
value. Those economies with higher military burdens (and 
less catch up potential) tended to have lower rates of accu- 
mulation and inferior rates of technological change as their 
investment efforts were distorted. This particularly affected 
the American economy and even more the British economy 
which was trying to carry a burden of arms spending far out 
of proportion to its capacity. 30 The asymmetrical military bur- 
den therefore created part of the space that allowed for the 
faster development of those economies which lacked this bur- 
den and which had a greater catch-up potential. 

This asymmetrical character of the military burden also 
helps to explain the beginning of the unraveling of the boom. 
Theorists of. the arms economy like Kidron argued that - its 
dynamics were at a partial tangent to the dynamics of capital 
accumulation. As cold-war tension began to case, and the 
effects of wars like that in Vietnam began to be played out, the 
rate of growth in military spending began to decline. At the 
same time global expansion was increasing the size of the sys- 
tem that needed to be stabilised. The result was a decline in the 
relative size of the military burden. Detailed global figures are 
not available, but if we take the NATO countries as an indica- 
tor then the military share of output in them fell from 7.7 per 
cent in 1958 to 6.1 per cent in 1965,5.8 per cent in 1970; 4.8 
per cent in 1975 and 4.4 per cent in 1977.31 
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Although the immediate causes of the end of the boom lay 
in the break down in 1971 of the Bretton Woods system the 
long-run result of the decline in the military burden was to 
gradually lower the safety not that had been supporting the 
world economy though the fact that it remained in place at a 
lower level was to help explain how, when instability 
returned, the problems were not as great as those that had 
wrecked the world economy in the inter-war years. But 
alongside this, the disappearance of the boom also eliminated 
much of the potential for catch-up that had existed in the 
boom and it is to this aspect that we now turn. 

Bringing In Convergence 

It was the catch-up effect that gave the boom in Europe its 
most spectacular features as a group of miracle economies 
emerged-France, Germany with its wirtschaftswunder, Italy 
with its miracolo economico and later Spain. Then in the 
1960s the speed of advance of Japan began to be recognised. 

The process of catch up involved a rapid switch of 
resources, particularly from the agricultural sector, into new 
growth sectors based around more modern industry and ser- 
vices which incorporated technology from the more 
advanced countries. 

Since these gains were also once and for all it is not sur- 
prising that over time the convergence effect diminished and 
growth rates fell. However, if catch up and convergence is 
necessarily self-limiting within an economy this does not 
explain why it was not generalised more widely beyond the 
most advanced countries and this remains one of the most 
interesting and underexplored issues. 

Much conventional economic history, represented in the 
works of Crafts and his collaborators, has been devoted to 
explaining the relative differences in the achievements of 
catch up through an emphasis on what Abramovitz called 
`social capability'. Implicitly what this comes to mean . is 
social impediments (or inducements) to market flexibility: 
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Table 5 Changing Economic Structure in the Long Boom 
by % Employment Share32 

1913 1950 1960 1973 1984 

Agriculture 
UK 11.0 5.1 4.6 2.9 2.6 
USA 32.3 13.0 8.2 4.1 3.3 

Germany 34.6 22.2 13.8 7.2 5.5 
France 37.4 28.5 21.9 11.0 7.6 
Netherlands 26.5 13.9 9.5 5.7 4.9 
Japan 64.3 48.3 30.2 13.4 8.9 

Industry 
UK 44.8 46.5 46.7 41.8 32.4 
USA 29.3 33.3 34.3 32.5 28.0 
Germany 37.8 34.8 36.3 38.4 32.0 
France 33.8 34.8 36.3 38.4 32.0 
Netherlands 33.8 40.2 39.2 35.7 20.4 

Japan 13.9 22.6 28.5 37.2 34.8 

Services 
UK 44.2 48.4 48.7 55.3 65.0 

USA 38.4 53.7 57.5 63.4 68.7 
Germany 27.6 34.8 38.0 46.2 54.0 
Prance 28.8 36.7 41.8 50.6 60,4 
Netherlands 39.7 45.9 51.3 58.6 68.7 

Japan 21.8 29.1 41.3 49.4 56.3 

Table 6 Estimates of Comparative Levels of Valued Added Per 
Hour Worked in Manufacturing33 

USA UI< Germany France Japan Korea Brazil India 

1950 100 38.2 32.4 38.3 11.8 4.7* 19.1 4.0 
1960 100 44.0 58.6 48.0 19.5 7.8 35.6 5.3 
1973 100 52.4 79.6 73.3 49.2 11.4 39.8 5.0 

1979 100 53.5 95.8 88.7 62.6 ' 14.7 35.9 5.0 
1989 100 61.9 83.8 91.0 73.9 18.7 28.4 5.7t 
* Estim ate for 1953 t Estimate for 1987 
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the familiar conservative/orthodox economic litany. 34 
Obviously an adequate account of differential catch-up from 
the left would have to recognise that `social capability' defined 
in a more acceptable way is a factor. But it is important to 
appreciate that a key feature of the boom was that within the 
converging group, catch up was widespread across societies 
that have been defined in quite different ways in terms of 
`social capability'. Over the period 1950-89 it was Japan that 
experienced the greatest catch-up; then the second most suc- 
cessful state was Italy. While this has led `social capability' the- 
orists to sing the praises of Japan, few have had the courage to 
sing the praises of the Italian model as one for emulation! 35 

Problems like this lead us to suggest that `social capability' 
is as much a consequence as a cause of the catch-up process. 
and that it is important to focus on real economic factors. 
Once the boom was underway and creating a healthy and 
competitive growth climate then a wider dynamic could 
develop to encourage change. But to understand this we 
therefore need to focus on development in the boom as a 
process-something which running ever more sophisticated 
regressions on limited data is ill-equipped to achieve. 

Eastern Bloc Convergence 

The cold war also helped to drive forward the economies of 
the Soviet bloc after 1945. In fact in the Eastern Bloc too the 
cold war had a double asymmetrical impact. First because the 
bloc as a whole was much weaker than the NATO group 
competition with the west was a far more important axis of 
development than vice versa-the Soviet bloc military indus- 
trial complex was proportionately even larger than that in the 
west and it was the centrepiece of economic planning. 

Second, within the bloc Soviet nervousness about the 
extent of its control meant that it could not share the burden 
of military competition to the same extent that the US was 
able to share it in NATO. This is reflected in the different 
burdens of expenditure carried by other Warsaw Pact mem- 
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Table 7 Estimates of % of Output Spent in Military Sector 
by Warsaw Pact36 

1955 1965 1970 1975 1980 1985 
Bulgaria# na na 2.5 2.7 3.0 na 
Czcchosldvakia* na 6.0 5.0 4.8 4.7 5.0 
GDR# na 3.2 5.1 5.5 6.1 6.9 
Hungary+ na 2.7 2.7 2.4 2.4 3.8 
Poland* na 4.6 4.0 3.5 2.7 4.0 
Romania+ na 3.4 2.0 1.7 2.0 1.6 
USSR** na 9.0 10.0 11.0 11.0 12-17? 
Measures of output # Net Material Product; * UNI; 

+ Gross Domestic Product; ** Gross National Product 

bers compared to other NATO members set out in Table 7. 
As in the west too this enabled the less burdened economics 
with greater catch-up potential to close the gap somewhat 
with the Soviet bloc and placed a limit on the USSR's catch- 
up potential. 

But overall what is important is the progress that the 
Soviet bloc made. In the light of the subsequent develop- 
ment of crisis in the Eastern bloc economics in the 1980s and 
their collapse in 1989-91, it requires a leap of historical 
imagination to appreciate its extent. 

But this was a period of real advance. If the three decades 
after 1945 were the golden age of western capitalism, then 
they were also the golden age of Eastern bloc state capital- 
ism. In the first instance this meant mobilizing resources for 
growth and sharply increasing the rate of exploitation of 
workers and peasants, but as the bloc economies boomed it 
did become possible to increase the standard of living 
although even though the aspirations of the mass of people 
were never completely met. 37 But for the rulers of the 
Eastern bloc-what was important was that they had overcome 
the historical legacy of failure in the region and had now 
begun to claw back the claim of western capitalism. 38 

Schumpeter had speculated that while state-controlled 
economies might be less eff cientithan market ones at any 
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single point in time, in the long run they might prove their 
superiority. Growth might, be the reward for relinquishing 
choice. In the boom there was no question that the Soviet 
bloc economics had an impressive capacity to mobilise capi- 
tal and labour and to gain from moving resources out of 
lower productivity agriculture into higher productivity 
industry. Even the most hostile accounts had to admit that 
the East-West dynamic efficiency gaps appeared to be small 
and, even if the West proved superior, then so long as the 
Soviet bloc economies could mobilise more resources they 
could continue to close the gap. 39 Ironically as late as 1984 
one economist measured the scale of British `crisis' by the 
fact that in per capita output it appeared to have been over- 
taken by East Germany in 1981.40 Eastern Europe had its 
miracle economics, too, which had been basket cases during 
the inter-war years. In the case of Bulgaria the impeccably 
orthodox economic historian D. H. Aldcroft could write, as 
late as 1986, that it `has been one of the great success stories 
of the twentieth century, with the highest rate of growth in 
Europe and a degree of structural change second to none'. 41 

Between East and West was the Yugoslav miracle economy, 
with one of the fastest rates of growth in the world for much 
of the 1960s. Comparing Yugoslav performance both with 
that of' its neighbours and its past history. Branko Horvat 
praised its superiority over both `West' and `East'. `The self- 
government period appears to be some sort of synthesis of 
the positive features of . the preceding two periods. 
Employment growth continues to be almost as fast as under 
central planning. But output expands much faster, so. that 
productivity growth achieves rates beyond anything known 
before. '42 

Moreover the fact that growth in Eastern Europe was 
based on the creation of a self-sustaining industrial core 
made the approach attractive beyond the advanced world. 
But even within the advanced world there was appreciation 
for this aspect of their development. For Hugh Seton- 
Watson, a leading western cold-war commentator and there- 
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fore hardly a friend of the Soviet regimes, there was some- 
thing not only economically and morally positive to consider 
in the development pattern on the, Soviet side of the cold-war 
divide in Southern Eastern Europe: 

Great industries have been created.. . The success is real 
though, we should not forget first, that there would cer- 
tainly have been great progress if there had been a mixed 
economy... Still, on the whole, I believe that they have 
gained. The sight of the Greek economy, based on mass 
tourism and vulgarity and with shocking disparities 
between wealth and poverty, does not make me confident 
that pri vate enterprise and foreign aid would necessarily 
have made a very good job of the economics lying to the 
north. 43 

Ironically one of the most telling testaments to the perceived 
viability of the Eastern bloc approach to growth was to be 
made by the World Bank. What appealed to the Bank was the 
capacity of (repressive) governments to mobilise resources 
for change, and to guarantee that loans would be repaid. In 
these terms helping the Eastern bloc was seen as good polit- 
ical sense as the cold war gave way to detente, and good eco- 
nomic sense in view of its past performance and future 
prospects. 44 

Catch Up and Its Limits 

In the event the Eastern bloc suffered even more spectacu- 
larly in the 1980s than did the advanced world. But the 
capacity of the boom to lift the relative position of economies 
was already problematic elsewhere in the world long before 
it ended. A crude measure of global inequality is to calculate 
incomes as a Gini coefficient which measures the spread of 
inequality on 0 to 1 scale with 0 being absolute equality. One 
such calculation for states comprising 80 per cent of human- 
ity shows the measure of inequality rising from 0.393 in 
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1900 to 0.448 in 1938 and 0.530 in 1950. It then fell 
slightly in the first years of the boom to 0.521 in 1960 before 
rising to 0.539 in 1970 and a peak of 0.544 in 1980 from 
which it has fallen slightly, in part because of more recent 
sustained growth in China and India 45 The overall pattern 
for the world economy has therefore been one of long-run 
`divergence, big time', as Prichett puts it, and this remains 
true of the years of the biggest global boom in capitalism's 
history. It is true that within the wider follower group some 
did breakaway and begin to sustain what Prichett defines as 
`explosive growth' of some 4 per cent per annum for the next 
decades. But this was true of only 11 out of 108 countries he 
has examined. The path of the majority was much less 
impressive and some even experienced implosive meltdowns 
(of which the crises in the former Soviet bloc are a more 
recent and extreme example) 46 

We have no space here to offer a serious explanation for 
this pattern but several comments can be made. The first is 
that it is important to resist the claim that the poverty of the 
mass of the world reflects the transfer of wealth from them to 
the rich. Some such transfers do occur, but the crucial mech- 
anism of development and the boom was the higher rate of 
profit in the advanced world which enabled the continual re- 
investment of the surplus created by their better equipped 
and more exploited workers. But it does not follow from this 
that we can then support the claim of conventional historians 
(most recently set out by David Landes), that development is 
a tribute to the positive social capacities and capabilities of 
the developed and poverty a testament to the lack of such 
capacities in the poor. 47 Global capitalism is a structured eco- 
nomic and political system which creates only limited spaces 
for convergence. If these spaces in past decades have been 
somewhat wider than was once imagined, they are also much 
narrower than free market economists have liked to claim. 
From this it follows that the success of some in the past and 
the apparent promise. of some in the present cannot be a pol- 
icy guide for the mass of humanity. Convergence is a much 
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more complex and contradictory process than such specula- 
tions imply. In a situation where the world economy is more 
unstable than in the last half century and in which there are 
major problems of profitability, although some economics 
may be able to lever their way up, this is unlikely to be 
repeated on a widespread scale in the foreseeable future. 
Changing the world to create a more equitable system there- 
fore remains the fundamental solution to the `convergence' 
problem now. 
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6 
The European Union and its 
Periphery: Inclusion and Exclusion* 
Mike Haynes 

Conventional economic theory suggests that a cluster of strong states 
such as those that make up the European Union should create powerful 
equilibrating forces which will help even out the level of economic 
development. But the pattern of actual development in the European 
Union, both internally and in the states along its borders, appears to be 
marked by inequalities between rich and poor states and rich and poor 
regions. This chapter discusses the evidence for developmental converg- 
ence within the European Union and between it and its immediate 
geographical periphery. It then argues that the ideology of 'European- 
ness' which underpins the 'European' project serves in part to justify the 
European Union as a relatively exclusive 'rich man's club', keeping its 
distance from its poorer neighbours. New boundaries are being devel- 
oped along the borders of the European Union which emphasize pro- 
tecting this rich man's club by the control of 'soft security' Issues 
concerned with limiting access to the European Union for migrant 
labour, drugs and crime and what is loosely seen as the threat of funda- 
mentalists and terrorism. 

Rich and poor Europe 

The 15 states of the European Union (EU) make up one of the most 
powerful cores of the world economy. The population of the EU is over 
370 million, equivalent to that of the US and Japan combined and, at 
the turn of the twenty first century, it produced over 20 per cent of 
world GDP, a similar amount to the US and far exceeding the 7.8 per 
cent produced by Japan. The economies of the European Union are 
responsible for more than one-fifth of world trade, some 60 per cent of 
which is internal to the union (with an even higher share for internal 
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trade in manufactures). Overall the high trade share makes the EU the 
world's biggest import market. The EU countries also form a magnet for 
foreign direct investment which is reckoned to amount to over US$500 
billion and in turn FDI by Europe in third countries makes up one 
quarter of world-wide FDI. 1 

But, of course the EU, has not achieved the same level of integration 
characteristic of the American and Japanese economies. Within it there 
remain considerable national inequalities of development, power and 
influence. Table 6.1 sets out the main economic characteristics of the 15 
member states. In terms of economic output Germany remains prepond- 
erant with 23 per cent of the GDP of the EU15. Four economies - 
Germany, France, Italy and the UK, account for 68 per cent of the output 
of the EU. This reflects their weighting in terms of population and level 
of development. If we compare the EU countries on the basis of crude 
exchange rates we find very wide differences in output per head, with a 
spread of 1: 4 when comparing Portugal, the poorest state to Luxem- 
bourg, the wealthiest in 1995. A more realistic comparison of output per 
head can be based on what economists call purchasing power standards 
- PPS. These are artificial exchange rates which are designed to minimize 
the uncertainties of comparisons based on actual rates by reflecting a 
truer picture of relative purchasing powers. In the case of the EU these 

Table 6.1 Characteristics of the economies of the European Union 

Population 
1999 
(1000) 

GDP 
per capita 
1998 (ecu) 

GDP 
per capita 
1998 (PPS) 

PPS GDP 
per capita 
EU-15 -100 

EUR-15 373 460 21100 21100 100 
Luxembourg 429 38 200 36 400 173 
Denmark 5 314 28 200 24000 114 
Belgium 1014 21900 22 600 108 
Austria 8 083 23 300 22 200 106 
Netherlands 15760 22300 21900 104 
Germany 82057 23400 21800 104 
Ireland 3 745 18 400 21200 100 
France 58 967 21500 20 400 97 
Italy 57613 18400 20400 97 
Sweden 8 854 23 700 20100 96 
United Kingdom 59 390 21100 20 200 96 
Finland 5160 22 300 20 200 96 
Spain 39 394 13 200 16 400 78 
Portugal 9 979 9 800 14 600 69 
Greece 10 522 13 200 13 700 65 
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PPS calculations are made regularly by the European Union's Eurostat 
organization. As can be seen in Table 6.1 on this basis the spread reduces 
to 1: 2.6 between Greece and Luxembourg. But to take Luxembourg as 
the standard makes little sense as it is a small country and perhaps more 
akin to a wealthy capital city region, boosting its wealth by its concen- 
tration of services and commuting. The more realistic comparison is 
with a more significant economy and, as Table 6.1 shows, the next 
economy in terms of wealth is Denmark whose output per head is 
114 per cent the EU average. This reduces the spread in output per 
head to 1: 1.7 between Greece and Denmark. 

Within the EU there are also significant regional differences in GDP 

per head. In the past decades there has been a significant growth of 
'regional' consciousness in Europe which has, in part, reflected dissatis- 
faction with the role of the nation state. Led initially by people in 
disadvantaged regions this regional focus now extends to demands for 

a politics that is also built around what Harvie calls 'bourgeois regions'- 
the competitive demands of more dynamic and privileged areas of 
Europe for a degree of autonomy (Harvie, 1994; see also Applegate, 
1999). But defining regions is much harder than defining states whose 
boundaries are more or less clear. And measuring regions is often 
more difficult still as the statistics we have are produced as a result of 
the existence of administrative units whose borders may not coincide 
with either the consciousness of region or the spatial processes of eco- 
nomic differentiation. The EU has developed its regional statistics based 

around a Nomenclature Territorial Units for Statistics (abbreviated to 
NUTS). NUTS regions are essentially administratively defined areas 
which can then be subdivided into different levels for more detailed 

comparison. There are 77 NUTS1 regions (the highest level of aggrega- 
tion) similar in size to the German Länder. At a lower level of aggre- 
gation there are some 208 NUTS2 regions (similar to French regions). 
Slight changes of administrative definition can produce significant 
changes in results. Thus in measuring the European regional hierarchy 
in the early 1990s EU statisticians put Hamburg at the head but the 

reclassification of inner London put it in the first place in the calcula- 
tions for the second half of the 1990s. But such definitional problems do 

not affect the fundamental character of the hierarchy, which is what we 
wish to focus on. 

GDP spread at this level is around 5 comparing inner London, the 
wealthiest region, with the poorest, Ipeiros in Greece or 4.4 if we take 
Hamburg as the rich base. But if we add in the overseas territories that 
some states hold on to as a remnant of Empire and which are treated by 
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Table 6.2 Range of values of regional per capita GDP In PPS for NUTS 2 regions in 
the EU member states in 1996 ̀ 

Member Minimum 
value % 
EU 
average ' 

NUTS 2 
region with 
minimum 
value 

Maximum 
value as %o 
EU 
average 

NUTS 2 Spread 
region with factor 
maximum richest to 
value poorest 

Belgium 81 Hainaut, 173 Brussels 2.14 
Namur 

Germany 61 Thuringia 192 Hamburg 3.15 
Greece 44 Ipeiros 77 Attikt 1.75 
Spain 5S Extremadura 101 Madrid 1.84 
France 78 Languedoc- 160 Ile de France 2.05 

Rousillon 
Italy 59 Calabria 132 Lombardy 2.24 
Netherlands 75 Flevoland 134 Groningen 1.79 
Austria 71 Burgenland 167 Vienna 2.35 
Portugal 50 Acores 89 Lisbon e Vale 1.78 

do Tejo 
Finland 74 Itä-Suomi 130 Uusimaa 1.76 
Sweden 92 Oestra 123 Stockholm 1.34 

Mellansverige 
United 73 Merseyside 140 Greater 1.91 

Kingdom London 

the EU as 'Europe' then the spread widens. 3 Table 6.2 shows the varia- 
tion within countries at the NUTS 2 level (no regional breakdown is 
made at this level for Denmark, Ireland and Luxembourg). What is of 
interest here is not only the variation within countries but also that 
between countries if we compare the national regional leaders with the 
most advanced EU region - Hamburg. Thus while the gap between Spain 
and Germany is 1: 1.3 on the basis of PPS per capita output the gap 
between Spain's richest region and Hamburg is 1: 1.9 (Eurostat News 
Release, 1999a; for earlier data see Eurostat, 1998). 

The richest regions tend to be capital or large city regions, concentrat- 
ing high value added industry and services. The list is headed by inner 
London in the United Kingdom and Hamburg in Germany and another 
four of the top regions are in that country. In addition we find regions 
like Brussels and the Paris centered Ile de France. At the very bottom are 
those regions that have a long history of disadvantage and populations 
that have been struggling against a legacy of backwardness and under- 
development. None of these are in the North. They form a broad south- 
em European band which includes all the Portuguese regions with the 
exception of Lisbon, rural Spain, southern Italy and all of Greece. A 
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second problem group consists of regions that were once cores of the 
European economy but which came to be characterized by outdated 
industrial and commercial structures which were slow to change 
(including the 5 Länder of the former East Germany. ) Difficult though 
the situation is in these declining regions (the per capita income of the 
old mining area of Hainault in Belgium, for example, is less than 50 per 
cent that of neighbouring Brussels), if we exclude the regions of the 
former East Germany as a special case, none of these regions fall below 
the EU problem threshold of having a per capita income of less than 
75 per cent of the average EU level save two, both In Britain - Merseyside 
(73 per cent) and South Yorkshire (74 per cent). 

These kind of national and regional inequalities within the EU, com- 
bined with differing levels of political commitment to the Union, have 
led to arguments for a multispeed Europe. This has to some extent 
already come about with the creation of a partial Eurozone. Supporters 
of the broader idea of a Union built upon a more dynamic, developed 
and integrated core argue that it would allow policy deadlocks to be 
broken and assist flexibility. For its pro-European opponents, however, a 
multispeed Europe would be a major retreat from the ideal of a united 
Europe, while for Euro-sceptics such a strategy is made unattractive by 
the fear that states will lose their blocking veto and end up being 
marginalized. The result is that progress for the foreseeable future is 
likely to be based on an extension of the existing approach and therefore 
profoundly affected by the inequalities that exist with the European 
Union. 

What then of the development gap between the EU and its external 
periphery? There are currently 12 candidate applicants for EU member- 
ship comprising the three Baltic states - Estonia, Latvia and Lithuania; 
Poland; the Czech and Slovak Republics; Hungary, Romania, Bulgaria, 
Slovenia from the Former Republic of Yugoslavia and the two island 
economies of Malta and Cyprus. If we leave aside the latter two minor 
economies then what we have is a swathe of economies all of which are 
significantly less developed than even the weaker southern European EU 
members. As part of the long accession process the statistical basis of 
these economies is being revised and their data, still subject to some 
quality and comparability doubts, integrated into the EU's Eurostat 
system. The latest data reported in Table 6.3 shows that GDP per head 
in PPS in 1998 for these economies as a whole was around a third of the 
EU average and still under half of the GDP per head figure for Greece, 
the least wealthy EU member. Taken together the total output of these 
economies is under 4 per cent of EU output measured at current 
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Table 6.3 Characteristics of selected economies on the border of the European 
Unions 

Population Area 
1996-1997 000 sq. 
mill km 

$ GDP 
per 
head 
1997 

GDP % Life Adult 
per Urban Expec. Literacy 
head in 1994 tancy 1996 % 1996 
1998 
as % EU 
average 
PPS 

Ex Soviet Bloc 
Baltic 
Estonia 1.5 45 3 330 37 73 70 n. a. 
Latvia 2. S 65 2 430 27 73 70 n. a. 
Lithuania 3.7 65 2230 31 71 71 n. a. 
Central Europe 
Poland 38.6' 313 3 590 36 64 73 n. a. 
Czech 10.3 79 5200 60 72 74 n. a. 
Republic 
Slovak 5.4 49 3 700 46 58 73 n. a. 
Republic 
Hungary 10.2 93 4 430 48 64 70 n. a. 
Romania 22.7 238 1420 27 55 69 n. a. 
Balkans 
Ex- 23.9 256 n. a. n. a. n. a. 73 93 
Yugoslavia 
(1994) 
Slovenia 2 20 9 680 68 63 75 n. a. 
Bulgaria 8.3 111 1140 23 70 71 n. a. 
Albania 3.5 29 750 n. a. n. a. 72 n. a. 
Turkey 63.5 779 3130 37 67 69 82 
Israel 5.5 21 15 810 n. a. 90 77 n. a. 
Mashreq 
Syria 16.1 185 1150 n. a. 51 69 71 
Lebanon 3.45 10.4 3 3S0 n. a. n. a. 70 85 
Jordan 4.3 89 1570 n. a. 71 71 86 
Egypt 61.4 1001 1180 n. a. 45 66 -51 
Maghreb 
Libya 5.6 1759 n. a. n. a. n. a. n. a. n. a. 
Tunisia 9.1 164 2090 n. a. 57 70 67 
Algeria 28.6 2382 1490 n. a. 55 70 62 
Morocco 28.3 447 1250 n. a. 48 66 44 

exchange rates and 9 per cent measured in PPS. Table 6.3 also shows the 
variation between these countries. In terms of size the economies range 
from Poland with a population of some 39 million and 35 per cent of 
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the output of the group as a whole to Estonia with a population of 
1.5 million and 1 per cent of the output of the group. The most devel- 
oped candidate is Slovenia with a PPS per capita output of 68 per cent of 
the EU level (and 105 per cent of the Greek level) while, at the other 
extreme is Bulgaria with a PPS per capita output of 23 per cent of the EU 
average (and 35 per cent of the Greek level). 

As we move further around the periphery of the EU we come to even 
less developed economies. Turkey remains one of the most problematic 
neighbours for the EU having been a long time applicant for member- 
ship but continually held at arms length. The refusal to incorporate 
Turkey into the current accession negotiations consequently precipit- 
ated angry exchanges which in the aftermath of Nato's war in Kosovo 
led to what might be described as a 'positive fudge' in which Turkey was 
encouraged without being included in the accession process. In order to 
create a basis for developing relations with these economies on the 
southern edge of the Mediterranean the 1995 Barcelona Euro - Mediter- 
ranean conference created the basis for EU - Mediterranean cooperation 
by drawing these economies into what is expected to be a new and long 
term systematic relationship (Hakura, 1997; Nsouli et al., 1996). Turkey, 
Syria, Lebanon, Israel, Gaza Jericho (the Palestinian state), Jordan, 
Egypt, Libya, Algeria, Morocco and Tunisia, and the two island econom- 
ies of Cyprus and Malta (which also appear in the candidate group) are 
now treated as a group by the EU. Table 6.3 also reports the latest 
available data for these economies from which the development gap is 
apparent compared to the EU as a whole, its southern members and the 
candidate members in the east. Nominal output per head is estimated to 
be around 10 per cent of the EU average for the southern Mediterranean 
countries (excluding Israel) and around 20 per cent if relative purchas- 
ing power is considered (Rhein, 1996, p. 81). 

The less developed character of these economies is also reflected 
in their trade structure. In 1995 9.3 per cent of EU exports went to 
the non-EU Mediterranean and 7.2 per cent of imports came from 
there with EU trade shares falling rather than rising reflecting the 
comparative problems of these economies. The EU has a large trade 
surplus with this area on the basis of its export of manufactures in 
return for imports 60 per cent of which consist of fruits and vegetables, 
textile yams and fabrics, clothing and petroleum products. The un- 
evenness within the region is reflected in the fact that three economies 
are responsible for over 50 per cent of EU-Mediterranean trade - Turkey 
(26 per cent), Israel (16 per cent) and Algeria (12 per cent) (Eurostat 
Memo, 1997). 
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Economic convergence and divergence 

From the sixteenth century it is possible to see a qualitative change 
taking place in the development of Europe and especially Western Eur- 

ope associated with the 'rise of capitalism'. But it was only with the 
onset of industrialization in the late-eighteenth century that this qualit- 
ative differentiation came also to be reflected in large quantitative 
differences in output per head. As the first successful industrialization 
occurred in countries and regions so the gap in output per head began to 
open up. In a now classic discussion Simon Kuznets (1966) suggested 
that this pattern of growing inequality was a temporary phenomenon 
which would disappear over the long run as follower areas and countries 
began to develop and experience what is now called 'catch-up'. The 
mobility of capital, labour and technology would help to even out 
development and even if factor mobility where hindered then trade 
could also play the same role. Economic integration, whether it occurred 
on a world scale through globalizing economic processes or on a regional 
scale through integration structures, should reinforce this process by 

allowing greater factor mobility and greater trade. 
Not everyone, of course, was so confident and especially on the left 

various theories were developed that suggested that development gaps 
might well be self-perpetuating not, as neo-classical discussion sug- 
gested, because of market imperfections but because of deficiencies in 
the capacity of market mechanism itself to generalize the benefits of 
development. But it has only been in the past two decades that a real 
debate has emerged about the evidence for divergence and convergence. 
This has partly been due to the creation and continual updating of long- 
run comparable data sets for a large sample of countries and regions 
which allow for the statistical testing of basic hypotheses about converg- 
ence. But it has also been due to a concern that the decline in world- 
wide growth rates from those of the golden age after World War II might 
have significant implications for the possibilities of 'catch-up'. It is not 
that growth is not taking place as some very pessimistic theories once 
suggested. Rather the question is whether more backward areas are 
sustaining higher rates of growth over long enough periods to allow 
convergence to occur. 

The evidence here does not admit of a simple answer. Two things 
appear crucial. First, a number of studies have suggested forces assisting 
convergence will be more apparent when the world economy grows 
strongly than when its performance is weak. The strength of the con- 
vergence effect after World War II when the world economy was 
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uniquely prosperous may not therefore be easily repeatable. Second, it 
can also be argued that there are 'convergence clubs' - smaller groups 
of economies and regions which do exhibit convergence but whose 
experience may not be typical of larger groups. Both of these Issues are 
crucial when we turn to the experience of the European Union and its 
periphery. 

Table 6.4 presents the evidence for the EU and its periphery taken 
from the dataset constructed by Angus Maddison. 7 It seems clear that 
the OECD countries and the EU group do form related 'convergence 

Table 6.4 Long run GDP per capita in 1990 international dollars In European 
Union members and periphery countries, 1820-19926 

1820 1900 1913 1950 1973 1992 

Current EU members 
Austria 1295 2 901 3 488 3 731 11308 17160 
Belgium 1291 3 652 4130 5 346 11905 17165 
Denmark 1225 2 902 3 764 6 683 13 416 18 293 
Finland 759 1620 2050 4131 10 768 14 646 
France 1218 2 849 3 452 5 221 12 940 17 959 
Germany 1112 3134 3 833 4 281 13152 19 351 
Italy 1092 1746 2 507 3 425 10 409 16 229 
Netherlands 1561 3 533 3950 5 850 12 763 16 898 
Sweden 1198 2 561 3096 6 738 13 494 16 927 
United Kingdom 1756 4 593 5 032 6 847 11992 15 738 
Greece 1621 1951 7 779 10314 
Ireland 954 2 495 2 733 3S18 7 023 11711 
Portugal 1408 1354 2132 7 568 11130 
Spain 1063 2040 2255 2397 8739 12498 
Arithmetic average EU 14 1210 2 531 3 090 4 447 10 947 15 430 
First wave 
Czech Republic 849 1729 2096 3 501 7 036 6 845 
Hungary 1682 2098 2 480 5 596 5 638 
Poland 2 447 5 334 4 726 
Second wave 
Bulgaria 1498 1651 5 284 4 054 
Slovak Republic 
Romania 1182 3 477 2 565 
Excluded 
Turkey 979 1299 2 739 4 422 
ex Yugoslavia 1029 1546 4 237 3 887 
USSR 751 1218 1488 2834 6058 4671 
North Africa 
Egypt 509 508 517 947 1927 
Morocco 1611 1651 2327 
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knowledge of opportunity costs. How this problem is resolved is of some 
importance for the convergence debate. 

One school of thought, popular in Britain, has seen relative decline as 
an expression of organizational deficiencies within British capitalism 
itself. Here the 'British problem' appears as part of the debate over 
models of capitalism. According to this view there are a variety of 
capitalist models - the Anglo-Saxon, the European social or Rhine- 
Alpine model, the Asian model and so on. Hutton argues that British 
capitalism stands in a category of its own, failing to achieve the flex- 
ibility of the American model or the high wage, high productivity base 
of the European model. How exactly this argument is formulated is not 
important here. The key point is that if it is correct then the problem is 
'the peculiarities of the British' and there is no necessary reason to 
expect more 'successful' models of capitalism to come under pressure 
to give up their lead. The hierarchical ordering of the most developed 
economies can be expected to be maintained Into the foreseeable future. 

Against this it has been argued that the problems of the British eco- 
nomy reflect pressures immanent in all advanced economies. In an initial 
discussion of the issue that continues to provoke interest Kaldor argued 
that the problem arose from Britain's very early industrialization which 
meant it was less able to capture productivity gains from the reallocation 
of resources than economies developing latter (Kaldor, 1966). Thus 
sooner or later as follower countries industrialized they would experi. 
ence similar slowdowns. A different approach, which points to similar 
conclusions, has stressed the competing demands created by the past 
history of world leadership. The burden of formal and informal empire, 
the Pax Britannica and then military expenditure in the Cold War and 
the reluctant recognition of reduced status all acted to divert resources 
and attention in ways that created problems for the future. The precise 
argument differs but the central point is that world leadership imposes 
costs on the leader which makes it difficult to sustain its position In the 
long run - what Paul Kennedy has called 'imperial over-reach' drags 
great powers back towards the pack of follower countries (Kennedy, 
1988). If any of these accounts are correct then the implication is that 
it will be more difficult to retain a stable long-run hierarchy at the top of 
the world economy than might initially be imagined. 

Whereas the relative problems of the British economy have been of 
long standing a second element of downward convergence through 
problems 'at the top' has arisen because of the unification of the West 
and East German economies. Although this increased the absolute size 
of the German economy, the per capita output level of the new 
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Germany was less than that of the former West Germany partly because 
the level of development in the former GDR was significantly lower and 
partly because subsequent economic growth was probably restricted by 
the costs of subsidizing the transition. Nearly a decade of intra-German 
transfers from West to East (which dwarf the total transfer of resources 
and aid between the West and the former Soviet bloc at large) has 

resulted in some movement upwards of the GDR component of the 
new Germany. But the average per capita output of the 5 ex-GDR LAnder 
in 1994 to 1996 was still 62 per cent. of the EU level, 57 per cent of the 
German average and 52 per cent of the West German average. German 
GDP per head in 1994 to 1996 was 110 per cent of the EU average. 
Crudely removing the ex-GDR states (without taking into account the 
negative growth effects of unification) would raise the relative per capita 
GDP of the former West Germany to 119 per cent of the EU level thus 
restoring the leading role of West Germany. '° 

So far we have approached this issue in national terms but we can 
extend this discussion of convergence-divergence to incorporate regio- 
nal differentials within the European Union. Long-run regional GDP per 
head data is less easily available than data at the national level but 

attempts can be made to piece the history of pre-1945 regional diverg- 
ence and convergence using both the descriptive and quantitative 
work of economic historians (Molle and Boeckout, 1995). Some more 
recent trends can be established using NUTS data but this is restricted to 
a small number of countries before the late 1970s. Nevertheless broadly 
similar trends again emerge from these studies. The regional gap has 
been reduced from the 1950s (on one account from 1: 4 to 1: 3). This 
reduction is significant but as we have seen it still leaves a considerable 
gap. Moreover as with national data the evidence is that the strongest 
regional catch took place before the 1970s and, if the data set is widened 
to include the more peripheral regions now within the EU, then regional 
catch up in the south. was less marked than regional catch up in the 
north. In the 1970s the overall rate of catch up declined and during the 
1980s it was low, and on some estimates, barely existent. " 

Regional performance is affected by state and EU transfers. Within 
countries resource transfers through unemployment pay and social 
security systems tend to go more to poor regions. Similarly states use 
national programmes of regional aid to stimulate development. At the 
EU level resource transfers (on a smaller scale than most state regional 
aid programmes) occur through the deployment of EU structural funds. 
The dominant fund here is the Common Agricultural Policy which, 
despite reforms, still channels most EU aid and which acts as an indirect 
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form of regional support. Beyond this EU regions are divided for the 
purposes of direct assistance into 'Objective 1' - regions which are 
marked by historically lagging development and which receive 70 per 
cent of EU structural funds and 'Objective 2' regions which are more 
developed but now characterized by industrial decline and which 
receive some 11 per cent of EU structural funds. 

If we leave aside the extreme free market argument which disputes the 
value of all such aid there would appear to be four problems with seeing 
these transfers as a cause of and possible route to further strong regional 
convergence. First, social security programmes are in themselves mainly 
palliative, aimed more at poverty reduction than growth. Second, pres- 
sures towards convergence and divergence are often a product of global 
trends which are not easily susceptible to state or EU control. Third, 
regional aid often appears to involve the leaders of poorer regions trying 
to compete among one another to 'play' these global forces to their own 
advantage but in a way that can be self-defeating overall. Finally, the 
idea that broader corrective aid programmes can be developed not only 
neglects the difficulties of generating the political will to do this but also 
the constraints on both states and the EU to direct resources in other 
more 'profitable' directions so that from the point of view of lagging 
regions. the state can appear as one of the problems rather than the 
solution. The contradictions that these tensions produce in European 
Union regional policy can be seen in the response to the creation of the 
Eurozone. On the one hand policy makers have apparently responded 
positively to the need for a stronger regional policy by extending the 
scope of regional policy with a greater concentration on the regions 
most in need of assistance. But they have then planned a level of 
assistance for the period after 2000 which is lower in real terms than 
that at the end of the 1990s. As Thirwall (2000) bluntly puts it, 'on 
regional policy, the structural funds are simply inadequate'. Moreover 
if this is true of the current situation in the 15 it hardly augurs well for 
the capacity of the EU to respond to the even more massive regional 
problems of potential new members. 

What then of the periphery of the EU? Analysis of experience of the 
former Soviet bloc is complicated by the debate over output measure- 
ment but the most widely accepted data shows clear evidence of a 
significant degree of catch-up in the 1950s and 1960s that was impress- 
ive for the time. However growth then slowed and in the latter stages of 
these regimes fallback occurred especially when their performance was 
compared to that of some of the weaker southwest European economies. 
The transition crisis everywhere resulted in a general slump In output, 
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which led to an even more dramatic fallback compared to the situation 
in the EU. Again the precise scale of this is disputed but some measure of 
it can be seen in Maddison's data for 1992 in Table 6.4. It had been 
hoped that the transition crisis would be short lived and that these 
economies would then soon recover lost ground. But the subsequent 
recovery has been very uneven. In order to maintain the momentum of 
the transition and to encourage laggards there is a tendency among 
many commentators to put the best possible gloss on the evidence of 
recovery arguing that the scale of the crisis was exaggerated by data 
problems and the scale of the recovery underestimated for similar rea- 
sons. But a contrary case can equally be made. To put the recovery data 
in the best possible light many statistical series are now presented start- 
ing from 1991-92 rather than 1989 (or before) when the transition crisis 
began. Beyond this presentational sleight of hand an argument can also 
be made that output data, even in a supposed success story like that of 
Poland, exaggerates recovery more than overstates it. 12 

But even if we accept the most optimistic data for the economies at 
the forefront of the transition in this part of the EU's periphery we must 
not forget that recovery does not in itself mean convergence since these 
economies are chasing a moving target. When the transition economies 
recover their 1989 levels of output they therefore still remain relatively 
farther behind than they were at that date. In the years 1989 to 1998, for 
example, while the transition crisis was being experienced in Eastern 
Europe, in the European Union as a whole output per head rose by 19 per 
cent while in a successfully backward economy like Ireland it grew 
by much more (UN Commission for Europe, 1999). Convergence 
requires them to sustain higher rates of growth over a sufficiently long 
period to recover the initial relative gap and then to begin to close it. A 
large question mark must remain as to whether they have the capacity 
to do this and it seems likely that in the foreseeable future these 
economies will remain the moderately poor neighbours of the rich 
man's club - with the greatest poverty in South Eastern Europe (apart 
from Slovenia). 

In 1999 Eurostat published the first results of an analysis of regional 
differentiation in the Central and Eastern European (CEC) applicant 
countries based on an informal extension of its NUTS classification 
system (at level 2 and, in some cases, level 3). Eighty-nine sub regions 
were identified (some of which were the whole of the very smallest 
countries) and 77 were found to have a PPS per capita income that was 
less than 50 per cent of the EU average with 34 having a per capita 
income less than 30 per cent of the EU average. These very poorest 
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regions were to be found in Bulgaria and Romania and in the eastern 
areas of Poland and Latvia and Lithuania. Within the Central and East 
European countries the spread of regional incomes was roughly 1 to 5- 

more or less the same as in the European Union. But the EU-CEC spread 
was found to be nearer 1 to 10. Whereas Ipeiros, the poorest EU region, 
had a per capita income of 44 per cent of the EU average, that of the 
regions of Eastern Poland was as low as 23 per cent of the average. The 
scale of the regional problem in this area is reflected in a Eurostat 
calculation of eligibility for Objective 1 regional funds which automatic- 
ally go to regions whose income per head is less than 75 per cent of the 
EU average. Even though this average would fall sharply if the 10 CEC 
countries joined the EU (a possibility we will later question) it would still 
be the case, according to Eurostat, that 85 out of the 89 regions identi- 
fied would be eligible for such assistance. 

Under communism regional differentiation was partially suppressed 
without being fundamentally eliminated. The Eurostat data confirms 
that while some of the more backward countries like Bulgaria and 
Romania have regional income spreads similar to EU the spread is 
increasing and in a number of cases is now much greater than the 
national spread in the different EU members. This can be clearly seen 
in Hungary, which has a better record than most in attracting foreign 
investment. What Is revealing, however, is its internal distribution, 'of 
the $15 billion foreign investment which Hungary has received since 
1990, about 75 per cent has gone to Budapest and the western counties, 
according to ministry of trade statistics. Only an estimated one per cent 
of this capital went to each of the four western counties of eastern 
Hungary. ' This is an extreme case but it reflects a wider problem and it 
suggests that regional divergence is likely to be more marked in the 
future than in the more recent past (Kaplar, 1997; Nizamova, 1997). 

For the Mediterranean area too the evidence of convergence remains 
unimpressive. Israel stands out with a quite atypical level of output per 
head for the region, a performance that can only be explained by the 
peculiar circumstances of that state. In contrast much of the rest of 
the region is mired in difficulties though there is less concern with the 
development potential of Turkey which is thought by some EU insiders 
to be good than for the EU's Arab neighbours in the Maghreb and 
Mashrak which, it is argued, pose 'a formidable challenge that exceeds 
by far the one the EU has been shouldering in Eastern Europe since 
1990' (Blunden, 1994; Rhein, 1996, pp. 80-1). 

The Mediterranean countries generally have a larger population than 
the EU's central and eastern European neighbours, a lower level of per 
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capita output and, especially worrying to EU policy makers, a longer 
tradition of migration to the EU. In 1992 there were 4.6 million Medi- 
terranean migrants in the EU compared to 0.7 million from eastern 
Europe. The 1995 Mediterranean agreement was provoked in part by 
the laudable desire to overcome past uneasy relationships but beneath 
this lay the less pleasant concern to deal with the Mediterranean as a 
zone of potential instability. Policy makers in the EU states and the 
Commission itself have tended to argue that the root of this Instability 
lies in economic weakness. In the run up to the new agreement the 
Commission apocalyptically warned of huge pressures towards diverg- 
ence arguing that unless there was a change the 'wealth gap which 
presently stands at a level of "one to ten" would be on Its way to reach 
the level of "one to twenty" [by 2025]' (Rhein, 1996, pp. 80-1). Even 
allowing for the scare mongering designed to enlist support for a policy 
the point remains that the indicators are pointing strongly away from 
convergence - even on an optimistic evaluation of the capacity of this 
area for change. The EU objective is to encourage the formation of a 
huge free trade zone by 2010 based on free trade in manufactures with 
the EU, free trade among the Mediterranean countries themselves and 
preferential access to the EU market for agricultural products. If success- 
ful this will create the biggest free trade area in the world uniting some 
600 to 800 million people in 30 to 40 countries in the EU, eastern 
Europe and the Mediterranean. One OECD commentator describes this 
as 'a venture worth the risk' for the Mediterranean countries themselves 
but acknowledges that the problems are considerable. Studies predict 
that in the first instance there will be an increase in traditional areas of 
specialization in the Mediterranean; heavier trade deficits; lower gov- 
ernment revenue and therefore pressure on government expenditure or 
higher taxes and inflation. 'Unemployment and poverty will not dimin- 
ish'. Longer-term success is supposed to come from 'a major shift in 
flows of foreign investment'; enhanced labour skills through education 
which will allow for economic diversification and the general product- 
ivity gains from trade and market liberalization (Garson, 1997-98). 

But the past record of the region in attracting foreign investment is 
not impressive, only 1 per cent of global private European investment 
has gone to the Southern Mediterranean countries. Similarly although 
the EU is anxious to limit migration from the area it is likely to continue 
disproportionately to want cheap skilled labour. A realistic evaluation of 
the prospects of creating a prosperous and converging non-EU Mediter- 
ranean points therefore towards a pessimistic conclusion. The develop- 
ment gap and level of poverty on the Southern flank of the EU will 



152 Mike Haynes 

remain much greater than that on the Eastern flank but in both areas 
the problem of the relationship of the EU's external periphery will 
remain serious. '3 

In the heady days of the collapse of the Soviet bloc Chancellor Kohl of 
Germany said, 'there must be no borders which perpetuate the prosperity 
divide' (quoted Burgess, 1997, p. 163). But these borders clearly exist both 

in the perceptual world of politicians and policy makers and In the real 
world of controls on movement. They also infect the very language of 
discussion. So far as internal EU development is concerned we find 'the 
language of cohesion, integration, unity, community and security'. The 

rhetoric of discussion for Eastern Europe is also positive but implies a 
greater distance focusing on 'aid' and 'assistance' to meet 'conditions'. 
For the Mediterranean the distance is greater with language oscillating 
between a rhetoric of inclusion which dominates the grand strategy and a 
rhetoric of exclusion which dominates the detail. The two rhetorics are 
not as opposed as might at first sight appear for it is easy to find policy 
makers slipping from one to the another in the same breath. 'The Med- 
iterranean is to be progressively turned into a zone of peace, stability and 
prosperity. Who would dare not to subscribe to such a slogan ... 

? ', asks 
one EU official. Who indeed? But he then goes on immediately to write 
'expressed in less solemn terms, Europe wishes to see at its southern rim a 
group of countries that will not: be at war with one another; be destabil- 
ized by socio-political conflicts; export terrorism or drugs to Europe; 
threaten Europe's social stability by continued or even sharply increased 
flows of illegal immigration' (Rhein, 1996, p. 81). 14 

This suggests that what we are looking at externally is a poor Europe 
which will act as a buffer zone. There are clear parallels here with the 
southern flank of the United States and some commentators have spo- 
ken of the Mexicanization of eastern Europe and the Mediterranean 
area. According to this view these regions are becoming 'a source of 
controlled immigration, cheap energy and agricultural imports, and 
demand for European products, accommodation for mass tourism and 
the location of industries (the equivalent of Maquilladoras)... ' (Hadji- 
michalis, 1997, p. 25). 15 A cynic might reply that even this Mexicaniza- 
tion might be an improvement and advantageous for these regions 
especially if the alternative is complete exclusion. But this is hardly an 
adequate response if the possibility exists to do more and to eliminate 
'the borders which perpetuate the prosperity divide'. Judged against this 
standard the policy of the EU looks niggardly and perhaps self-defeating. 

First, policy appears to be driven by narrowly conceived self-interest 
which the Commission may occasionally declare to be'enlightened' but 
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which in reality is much focused on a calculus of immediate costs and 
benefits. The contrast between the generosity of the internal assistance 
programme between the former West and East Germany and the much 
less impressive external programme is striking. Moreover when prior- 
ities multiply this tends to result in a redirection of existing funds rather 
than a commitment to new funding. Thus a case can be made that 
assistance to Eastern Europe has led to a redirection of funding away 
from other causes and the same claims are also made by critics of the 
EU-Mediterranean policy. 16 Second, the particular agenda of the EU in 
respect of its periphery is driven by the fear of crisis and instability on 
the rim. These lead to a concern with development which would be 
positive were it not for the fact that the actual formulation of policy is 
subordinate to this 'crisis' ethos rather than a generous, structured 
programme based on real cooperation. 

This creates a third difficulty in as much as it traps the peripheral 
governments in a vicious circle where they are required to meet implicit 
or explicit EU targets without necessarily being able to guarantee their 
populations early improvements In their situation. This is evident in EU 

negotiations with Eastern Europe. The potential new EU applicants from 
the former Soviet bloc have little bargaining power. Russia is no longer 
an alternative pole of attraction either economically or politically and 
EU membership is seen, in the words of Petre Roman the Romanian 
Foreign Minister in early 2000, as a movement 'from the bad side of 
history... [to] ... the right side' (Guardian, 16 February 2000). EU policy 
has, however, treated these countries more as supplicants than applic- 
ants. Its responsiveness to their needs often seems to reflect the balance 
of 'strain' and 'gain'. Within the EU countries themselves considerable 
doubts exist about the capacity to tolerate the strain of accession, doubts 
played on by politicians like Jörg Haider in Austria and to a degree given 
wider legitimization by the acceptance of his Freedom Party as a 'nor- 
mal' governing party. 'Gains' on the other hand are more variable. Prior 
to the Spring of 1999 enormous doubts existed as to whether the bal- 
ance would lead to speedy progress towards accession. Then NATO's war 
over Kosovo transformed the situation, at least temporarily, by consoli- 
dating the further integration of the former Soviet satellites into the 
western bloc. A flurry of promises was made about the need for zones of 
prosperity and at the turn of 2000 the EU respond by formalizing the 
stages of the accession negotiations. On this basis Poland, Hungary, the 
Czech Republic, Slovenia and Cyprus are seen as potential fast track 
candidates with the possibility of staggered membership from 2003. 
Bulgaria, Latvia, Lithuania, Malta, Romania and Slovakia are now also 
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formally identified as part of a second wave. But the commitment here is 
to negotiations - not membership. Membership will be the outcome of 
these negotiations in which the formal aim is to 'strike the right balance 
between two potentially conflicting objectives in the enlargement pro- 
cess: speed and quality. Speed is of the essence because there is a window 
of opportunity for enhanced momentum in the preparations for enlar- 
gement, in accordance with the expectations of the candidate countries. 
Quality is vital because the EU does not want partial membership, but 
members exercising full rights and responsibilities. ' These are the words 
of Günter Verheugen, the Commissioner for Enlargement (European 
Commission, 1999). But less decorously as the potential gain factor 
reduces again, post Kosovo, then the balance may well swing back 
towards heavier weighting for the 'strain' element. Moreover, even if 
the EU honours its paper commitments, the staggering process invites a 
further differentiation between favoured and unfavoured applicant and 
builds up more complications and divisions to become incorporated 
into EU policy making. 17 

The formal problem for the candidate members is to adopt the acquis 
(the community body of law) which will require continuing reforms as 
well as other costs. Negotiation involves agreement about how this can 
be achieved as well as agreements on transition periods and derogations. 
But because these economies are weak they have little leverage over the 
EU to secure better terms: 

At the end of the day... the Union holds all of the cards. Although it 
clearly has a lot to gain from new members in the east, the Commission 
stresses it is the applicants, not the EU, that are doing the demanding. 
If they do not convince the Union that they can, within a reasonable 
periods of time, fulfil the entry conditions, they will not join. That 
simple fact will probably ensure that the talks last for a long time. 

This argument was put more bluntly by Francois Lamoureux, the Euro- 
pean Commission official in charge of partnership agreements, 'Opt- 
outs are for us. Not for them' (Guardian 28 March 1998). But it can also 
be seen in EU-Mediterranean relations. Ironically therefore EU policy 
looks to be a factor that might provoke further instability as govern- 
ments are caught between the competing demands of the EU and their 
own domestic constituencies. Peripheral governments are forced to 
make choices based on the imperatives of the EU where their area of 
manoeuvre is restricted to offering concessions In one area in order to 
win better deals in another. 's 
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Finally, the justification for this stance has involved the attempted 
development of an ideology of inclusion/exclusion from the EU club. 
But the impact of this ideology cannot be restricted to the external 
periphery. The idea that people can be divided into those who are 
more or less European also has an internal impact within the EU. As a 
result of past immigration control and different citizenship laws, the EU 

now has a significant minority population with uneven access to basic 

rights. Indeed some even talk of there being a 'sixteenth state' of EU 
inhabitants with less than full citizenship rights. The development of 
ideas which underpin the concept of external distance and exclusion 
inevitably affects the position of this 'sixteenth state' by creating 
legitimacy for their further exclusion from full citizenship of the EU. 19 

Europe and its other 

The European Union today is built on the idea of the single market 
defined as 'an area without frontiers in which the free movement of 
goods, persons, services and capital is ensured' (European Union, 1986). 
But the EU is only a limited attempt to achieve this and EU leaders and 
policy makers must therefore also define themselves against the rest of 
the world even as they welcome the bringing down of internal barriers. 
The Ideological tangle this creates was well illustrated by Mrs Thatcher's 
infamous declaration that 'we have joined Europe to have the free 

movement of goods ... I did not join Europe to have the free movement 
of terrorists, criminals, drugs, plant and animal diseases and illegal 
immigrants' (quoted in Baimbridge et al., 1994, p. 422). In her xeno- 
phobic vision this threat came from outside the EU but also, to an 
extent, from inside too. But even on the more avowedly European 
right this rhetoric is common place. The French politican Eduard Balla- 
dur summed this up in 1991 when he warned that 'there is always a 
danger in the East and there is always a danger in the South' (quoted in 
Manfrass, 1992, p. 395). We have seen how this discourse affects the 
language of EU officials and mainstream politics as in the discussion of 
the EU's Mediterranean policy but what is it that makes Europe 'Euro- 
pean' and therefore justifies exclusion? 

We must immediately reject the idea that there Is some self-evident 
European geographical identity. Only in the west does geography 
provide a clear marker. To the south the Mediterranean has always 
been a sea easily crossed and for much of known history it has been a 
unifying force for the communities around its shores; the Bosphorous, 
which is conventionally said to divide Turkey 'in Europe' from 
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'Turkey in Asia', can be swum and there Is no obvious physical divid- 
ing line to the East. In fact the definition of Europe is a political act 
based on conceptual boundaries which include some and exclude others 
(Haynes, 1999). 

Despite attempts to backdate this idea of 'Europe' into the distant past 
a strong argument can be made that this 'geography of difference' is 
essentially a product of the rise of capitalism and especially the devel- 
opment of industrialization, paralleling the economic divergences we 
have noted. This involved a twofold separation. The first was between 
an idea of 'Europe' and the rest of the world. The second was an internal 
differentiation within Europe where the degree of 'Europeanness' 
reflected the peripheralisation of the South and the East. 'Africa begins 
at the Pyrennes' Napoleon is reported to have said while Metternich 
claimed that he could see Asia when he looked East from his windows in 
Vienna. The idea of Europe thus came to be dominated by the Ideas and 
interests of those in north-western Europe. But despite this growing 
elaboration of an idea of 'Europe' other divisions continued to be as, if 
not, more important. The idea of nation and empire created powerful 
practical and ideological ties that cut across continental boundaries and 
which were in some respects strengthened In the imperial 'high noon' of 
the inter-war years. When the EU was formed in the 1950s Its supporters 
had only a vague concept of a Europe as it exists today and it must be 
remembered that some of the founder states were still clinging deter- 
minedly to their old imperial possessions. 20 But the loss of empire and 
the development of a more internally focused European Union has 
involved a redefinition of the perceptual geography of Europe which 
has meant a cutting of these ties and made outsiders of former 'insiders'. 
This shift has been further encouraged by three more recent factors, the 
increased integration of the world economy and especially its rich heart- 
lands; the catching-up process of the south of the EU which has meant 
that although these regions retain a peripheral status within the EU they 
are now more of a magnet to their non EU neighbours; and the ending 
of the Cold War which has unfrozen the borders of the former Soviet 
bloc and created the possibility of the establishment of a denser network 
of relationships. 

The modern rhetoric of 'Europe' is being constructed in part through 
the debate over the limits of EU expansion and the need to protect 
Europe's borders. Article 237 of the Treaty of Rome, reiterated in article 
49 of the consolidated Treaty on European Union, says that 'any 
European state may apply to become a member of the community' 
but it does not define what a European state is and a glance at other 
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international organizations which include the title European shows that 
the concept is capable of enormous expansion. 21 EU insiders recognize 
this ambiguity, one Commission publication described it this way, 'the 
term "European" has not been officially defined. It combines geogra- 
phical, historical and cultural elements which all contribute to Euro- 
pean identity. The shared experience of proximity, ideas, values and 
historical interaction cannot be condensed into a simple formula and 
is subject to review by each succeeding generation... ' It then went on to 
talk of prospective members meeting 'the three basic conditions of 
European identity, democratic status, and respect of human rights. ' 
(European Commission, 1992) 

The first potential applicant to stumble here was Morocco in 1987, 
which applied to join with Turkey. Morocco was firmly rejected because 
it 'clearly did not meet EEC criteria' (Bahaijoub, 1993; Times, 14 Septem- 
ber 1987). Turkey by contrast continued to be held at arms length with 
doubts about its 'European identity, democratic status and respect of 
human rights'. Without in any sense wishing to endorse the policies of 
the Turkish state, it is difficult not to feel the smell of hypocrisy here in 
EU policy. As a Times journalist put it, 'since the EU's doors have been 
held ajar for undemocratic Slovakia and bankrupt Bulgaria, the Turks are 
understandably furious at being shut out' (Times, 14 March 1998). Simi- 
larly poor though Turkey's human rights record might be it has opened 
its borders in the recent past to large numbers expelled from Bulgaria 
and large numbers of Kurds. Indeed the schizophrenia of many Eur- 
opean commentators and governments is reflected in their condemna- 
tion of Turkish repression of the Kurds and their refusal to grant many of 
these same Kurds refugee status, with some European politicians 
demanding that Turkey further control their right of exit. 

Behind this dialectic of inclusion-exclusion it is 'culture' that often 
substitutes for the role that race has played in the past. It is obvious in 
the debate on the southern limits of Europe where Islam is seen as a 
cultural divider from Christian Europe but in the East too Burgess has 
shown how this cultural rhetoric can take other forms. The argument 
then becomes a self-perpetuating one. 'Cultural difference' becomes a 
convenient alibi for failure of policies on the periphery and a recipe for 
more of the same. What 'Europe' did was correct, it was simply 'they' 
who failed to respond appropriately and we must therefore do more of 
the same to help them to respond more appropriately in the future (see 
Burgess 1997). The effect of this has been well put by Hadjimichalas 
(1997, p. 14), 



158 Mike Haynes 

Eastern Europeans, Oriental people, and neighbours across the sea 
demand their rights of entry into the Single European Space. In ear- 
lier centuries, as Braudel teaches us, they were part of it; they have 

contributed to its wealth and culture; they were 'Inside', and they 
cannot accept some of the current European notions which portray 
Europe's lines of inclusion / exclusion as outcomes of new global 
relations. 22 

Soft security borders and identity 

What is of interest to us here is the way in which this has also come to 
underpin so-called soft security policies, which involve the policing of 
the EU border regions. More detailed border control policies began to 
develop in the EU in ad hoc way in the 1970s, often at a tangent to the 
formal EU structure. 

Under the 1992 Maastricht Treaty an attempt was made to give the EU 
itself a wider role in directing and consolidating these concerns. These 

were set out in article K1 of the treaty which identifies nine areas of 
common interest - (1) asylum policy; (2) movement across borders; 
(3) immigration policy; (4) drug addiction; (5) international fraud; (6) 
judicial cooperation on civil issues; (7) judicial cooperation on criminal 
issues; (8) customs cooperation; (9) police cooperation on terrorism, 
drugs, and other forms of international crime. 

This has led to a more determined attempt to develop coherent struc- 
tures but it must be recognized that this has yet to be completely 
successful. This is partly because of clashing national visions, partly 
because of imprecision over objectives and partly because of the diffi- 
culties of rationalizing such policies. By looking only at the aspirations 
of these policies it is possible to derive a vision of a self-enclosed 'fortress 
Europe'. By looking only at the messy application on the other hand it is 
possible to see a still porous 'Europe' with much less precise boundaries 
than its leaders want. The truth is somewhere in between and it Is 
important to complement any critique of the high level exclusionary 
rhetoric of 'Europe' with an appreciation of the irrational and frequently 
contradictory application of the detailed policies that flow from this. 23 

The most fundamental issue here is that of migration. Both national 
and EU policies are permised on the idea that migration to the EU area is 
a 'problem'. The argument is that countries of immigration must be 
safeguarded from this external threat. Unless controlled, migration 
will occur on an enormous scale because driving it is social and political 
instability underpinned by poverty and demographic crises. The vast 
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majority of migrants will be 'economic' migrants and therefore it is 
important to create deterrent asylum procedures to help sift the very 
few who have legitimate asylum claims from the very many who will try 
to use such claims as a disguise for their economic motives. 

These arguments have become so deeply grounded that it is often 
forgotten that the effective control and criminalization of the move- 
ment of the poor across international boundaries is a creation of the 
twentieth century. As late as 1889 the International Immigration Con- 
ference could 'affirm the right of the individual to the fundamental 
liberty accorded to him by every civilized state to come and go and 
dispose of his person and his destinies as he pleases. ' Today no such 
human right of 'coming and going' is recognized, especially by the EU 
and its members (Harris, 1996, p. 6). 

We can identify three different elements in EU policy. The first is the 
debate on the role of labour migration in the accession process for any 
new members. 24 Part of the hostility to Turkey's application is motivated 
by the fact that there are well-established migration links between Tur- 
key and especially Germany. But there is also a clear suspicion that an 
integration of Turkey into the EU would Increase the possibility of 
migrant flows which, given the dominant framework of analysis, is 
then pictured as a potential destabilizing factor In Western Europe. 
The same problem exists in the East though here it is less compounded 
by ideas of 'cultural' difference. In the aftermath of 1989 there was wild 
talk of the huge potential scale of migration from the former Soviet bloc. 
This has not materialized but the rhetoric of immigration control has 
made politicians and the media sensitive to even very small movements 
(Fassmann, 1994; Manfrass, 1992). In the accession negotiations there- 
fore this issue is likely to loom large or at least to loom large In the sub- 
text of discussion. For the applicant countries any qualification of the 
rights of their citizens to move in an expanded EU would be an institu- 
tionalization of their second class status. But EU policy makers are 
caught in a dilemma both by their crude approach to the dynamics of 
migration and the panics that ensue about 'migrant tides'. Thus Rolf 
Timans, one of the European Commission's ambassadors, has warned 
Poland that demands for free movement of labour would only 'raise the 
temperature in EU countries' (Guardian, 24 March 1998). 

Beyond the issue of accession is that of solidifying EU external borders 
against third country migrants. Here the countries of northern Europe 
are partly protected by their geographical position and partly by the 
tightness of their established control structures. In the south, however, 
the picture is different. There until the mid-1980s immigration was 
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limited and barely controlled. 25 Since then a complex of restrictive laws 
have been passed dealing with immigration, asylum and naturalization. 
Baldwin-Edwards has argued that initially these laws may have simply 
been part of the modernization process in Southern Europe but that in 
the 1990s they have reflected the interaction of panics about refugee 
movements (especially from Albania) and a wider emulation, with 
encouragement, of EU practice. However 'geography, economy and 
[inefficient] bureaucracy' in the southern EU members mean that 
these controls are likely to be much more inconsistently and ineffi. 
ciently applied than in the rest of the EU -a prospect which may 
reinforce doubts about the centrality of these economies to the core 
integration process (Baldwin-Edwards, 1997; Hamilton, 1997). 

A third strand of EU policy has been to push migration control, into 
the hands of external border countries. Under the Dublin convention, 
agreed by EU leaders, responsibility for asylum falls on the first country 
of entry and this has been re-inforced by carrier liability legislation 
which forces carriers to undertake the role of immigration controllers. 
To enable this to operate, the EU countries put pressure on the external 
periphery and give resources to encourage their governments to create 
systems, which mean that potential 'illegal' immigrations do not even 
reach EU border controls. 

The issue of migration is seen by many as one part of a wider criminal 
threat to Europe's borders which can only be met by the development of 
Europe-wide policing measures. The fear of transnational crime is an 
issue, which has become a staple of international discussion, some 
would say a staple myth, since the end of the Cold War. Traditionally 
international police cooperation has relied on bilateral agreements 
and international conventions which have primarily involved the 
exchange of information since police powers themselves have been 
seen as close to the core of state sovereignty. But the process of 'globa- 
lization' and the creation of 'borderless' economies and, in the case of 
the EU the commitment to free movement of goods, services, capital 
and persons and especially the partial achievement of the latter through 
Schengen, eliminates the border monitoring that was a cornerstone of 
past controls. Then the transition crisis in Eastern Europe and Russia has 
boosted the level of criminal activity there and led to much concern 
with 'criminal mafias' as different groups have sought to capitalize on 
the transition in a way which the authorities fear will spill over into 
'Europe'. 26 Frameworks of regulation of all kinds are notoriously lax in 
the region and compromised even more by corruption. 27 This leads to 
the fear of 'the infiltration of Eastern European crime syndicates into 
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Western Europe, North America and other regions. Illicit trafficking in 
drugs, human beings, nuclear materials, weapons and property is 
increasingly routed through the European continent' (Council of 
Europe, 1997a). 28 

Unfortunately much of the discussion of crime is based on anecdote 
and panic in a way that Is similar to the moral panics about crime within 
European countries. The effect of this is to re-inforce fears about 'Iden- 
tity' in a way that diverts attention from more serious issues and not 
least the considerable abuse of state and corporate power that exists as 
well as those policies in the East that contribute towards establishing a 
climate of uncertainty in which criminality of all kinds can flourish. 29 
The horrific example of Albania's descent into chaos as this process 
spiralled out of control, even as Western advisors were lauding the 
Albanian leadership, for their commitment to change is only the most 
extreme case of this pattern. 

The policies that result hardly match up to the problems discussed. 
For example, the consequences of the conventional argument about 
'protecting Europe' from the criminal threat on its borders underpin 
the development of policing structures that even the European Parlia- 
ment has worried are beyond public control and which serve as much to 
perpetuate problems as solved them. One example of how this happens 
is the concern to resist the 'Invasion' of 'Europe' by prostitutes from the 
east, a concern which has united much of the political spectrum includ- 
ing feminists, ostensibly as an act of protection for the women them- 
selves. This has allowed lurid pictures to be painted. Thus in the Council 
of Europe it was suggested that 'during 1995, at least 500 000 women 
were thought to have been victims of trafficking towards members states 
of the EU. ' To prevent this various measures were discussed, 

these could include strengthening police co-operation - particularly 
by setting up specifically trained police units... involving the immi- 
gration services, consulates and embassies which gave out visas and 
work permits; providing legal, medical, and psychological aid, along 
with physical protection, to victims of trafficking, especially if they 
were willing to give evidence to a court (granting temporary resid- 
ence permits, for example), and closing establishments where sexual 
exploitation took place (Council of Europe, 1997b) 

The agenda is clear and repressive. It fails to address the extent to which 
it is poverty that puts women in this position and causes them to look 
for a solution through migration to the west as potential prostitutes. 30 It 
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fails to address the fact that since these women cannot freely migrate 
they therefore become the object of a vicious cycle of criminalization as 
illegals with no rights. Then, as the extract makes clear, within this 
structure of analysis there is no solution to the problem because its 
roots in poverty and immigration restriction are not addressed. Instead 
we are offered a solution based upon further controls and regulation in 
which the women are promised at best 'temporary residence permits' if 
they cooperate with the possible implication that once they have served 
their purpose for the authorities they will be sent back to their countries 
of origin. Thus is the vicious circle of fear underpinned not only by their 
immediate exploiters but also the wider system of building barriers 
between insiders and outsiders. 

Similar sensitivities in terms of border controls are reflected In the 
'drug fear' as an outside threat. It was only in the late 1980s that con- 
certed action against drugs began to be taken on an EU scale. Since then 
the drugs trade has become a major policy issue not only Internally but 

as an issue of border security. EU policy is concerned with drug produc. 
tion in its more loosely regulated border states including the chemical 
production of drugs or their 'precursor substances' which is thought to 
be a problem in Eastern Europe . 

31 There is also concern about cannabis 
production in Egypt, Morocco and the Lebanon. But the border states, 
especially in southeastern Europe, are also seen as a significant route for 
incoming opium-based drugs. 

This concern with drug trafficking finds its reflection in the rising EU 
expenditure on the fight against drugs as well as expenditure through 
the individual states. In 1987 the EU made its first financial commit- 
ment of ecu 5.5 million which rose to 14.8 million in 1991,27.9 million 
in 1995 and ecu54 million in 1996. In 1995,47 per cent of this expend. 
iture was undertaken within the EU mainly on health, information and 
the coordination of anti-drugs policies. Of the 53 per cent that was 
spent outside the European Union 34 per cent went to the PAARE 
countries of Eastern Europe and 23 per cent to the countries of the 
Mediterranean. But alongside this there has been a succession of organ- 
izational initiatives. In 1989 the European Committee to Combat Drugs 
(ECCD) was set up, in 1991 action was taken to try to limit money 
laundering. The Lisbon summit of June 1992 agreed to make drug 
trafficking one of the priorities of the Common Foreign and Security 
Policy. Then the Maastricht Treaty came into force in November 1993 
making the drug fight a matter of common concern. The same year also 
saw the creation of the Lisbon based European Monitoring Centre for 
Drugs and Drug addiction (EMCDDA). The 'fight against drugs' has 
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become a high profile issue in the Heads of State meetings, incorporated 
into the common foreign and security policy and a current issue in the 
enlargement process since 1992. Clauses about drugs and money laun- 
dering are written into the Europe agreements and active operational 
cooperation has been part of the PHARE framework since 1992. The 
issue also figures importantly in the development of the European 
Union's Mediterranean policy in the south (European Union, nd). 

But critics of the 'war on drugs' argue that it is driven both by moral 
panics internally and, insofar as it comes to influence the wider relations 
of the EU to its periphery, broader goals that can be conveniently 
achieved under the flag of drug control. Drug control also has the 
wider function of allowing the demonizing of some social groups and 
legitimizing pressure on the poorer periphery of Europe. In this latter 
case the association of these areas with lax laws in respect of production 
or trafficking allows the image to be re-enforced that here is a zone of 
instability which threatens the peace and prosperity of 'Europe'. Suppli- 
cant governments are forced to accede to an EU opposed agenda of drug 
control as part of the price of their continuing relationships even 
though domestically this might not be a priority and indeed might 
involve a considerable diversion of resources. 32 

But it is in the south that many of these elements come together 
through the development of controls based on the idea of the threat 
of Islam, Islamic fundamentalism and Islamic terror. There is now an 
extensive literature disparaging the idea that there is a coordinated 
threat from Islamic fundamentalism and setting what has been called 
'Islamophobia' in the context of longer term 'orientalist ideas' (Runny- 
meade Trust, 1997). It is not clear how seriously this threat is taken at 
the level of foreign policy. One British defence expert, Jonathan Eyal, 
has termed the idea of Islamic threats and clashes between civilization 
blocks, 'a puerile search for the certainties of the Cold War, with their 
unity of purpose and single enemy; it makes gripping reading, but is 
useless for strategic thinking' (Observer, 1 June 1997). 

However, at the level of political rhetoric and debate the idea con- 
tinues to fascinate many and, especially in the absence of networks of 
subversive communist spies, networks of subversive Islamicists can play 
a useful role in legitimating police and border controls. Here the argu- 
ment turns full circle because the terrorist threat comes not only from 
without but from within and this contributes to police and state pres- 
sure on migrant communities and their descendants who continue to be 
discriminated against and denied full rights. In the run up to the World 
Cup in France in 1998, for example, there was coordinated police action 
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across Europe to arrest suspected 'Islamic terrorists' intent on disrupting 

the tournament through bombings. Police and governments boasted of 
the European cooperation that this involved and the way that lt 

reflected the success of international policing of the suspect groups, 
and by implication the communities in which they lived. But despite 
the propaganda of the authorities nothing of substance was found to 
identify those who were arrested as potential bombers. A flavour of 
the mentality of the action that the authorities lauded can be seen 
in the code names given to the police operations which ranged from 
'Vendetta' in Britain to the even more astonishing 'Operation Crusades' 
in Italy. With this officially blessed insensitivity it is not difficult to 
see that such actions risk further alienating local communities, which 
might even provoke the very actions it was ostensibly designed to 
forestall. 33 

In each of these ways we have seen how this rhetoric of the Insider- 
outsider, the European and the non-European reflects and contributes to 
the practical controls that are built into the walls of the prosperity 
divide around Europe. This is bound to be a source of continuing 
instability and frustration. But the paradox of the collapse of the Soviet 
model has been the creation of a situation where there is a lack of a 
powerful alternative ideology to challenge this structure. Only in the 
Islamic world does an alternative political Ideology exist and even here 
Fukuyama's judgement that this lacks an alternative focus to liberal 

market ideology retains a considerable element of truth. 
Yet the evidence is that the liberal market also cannot fulfil Its promise 

and within its failure we see nurtured a whole series of far less pleasant 
arguments and polices. Changing the direction of development here 
will involve unravelling the hidden assumptions of these arguments, 
attacking the substance of the practical policies of exclusionary control 
and going beyond this to the root of the problem in terms of the failure 
to offer a feasible solution to the problems of uneven development and 
divergence in the foreseeable future. 

Notes 

'This is a revised and updated version of an earlier publication which appeared In 
Economic and Political Weekly, 29 August 1998. 
1 Current general EU däta can be accessed through the EU's Eurostat webpage at 

http: //europa. eu. int/cornm/eurostat/ 
2 Taken from Eurostat (2000). 
3 As a percentage of the EU average per capita output, measured in purchasing 

power standards, for these 'external' EU areas in 1996 was as follows: Canaries 
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74 (Spain); Madeira 54, Acores 50 (Portugal); Martinique 40, Guyana 54, 
Reunion 48, Gouadeloupe 47 (France). 

4 Data taken from Eurostat News Release (1999a). On regions see European 
Commission (1996). 

5 Data taken from Eurostat Memo (1999) plus various World Bank data and 
other sources for countries not reported by Eurostat. 

6 Calculated from Maddison, A. (1995) passim. 
7 Calculated from Maddison, A. (1995) passim. 
8 See Crafts (1995); Toniolo (1998); Tortella (1994). 
9 For a good recent summary of the issues see Ben-David (1997). 

10 Author's calculations based on data in Eurostat News Release (1999a). 
11 See Abraham and Van Rompuy, (1995); Armstrong (1995); Barro and Sala-i- 

Martin (1991); Fagerberg and Verspagen (1996); Neven and Gouyette (1995). 
12 For a critique of the transition, including a questioning of the extent of real 

recovery see Summers and Andor (1998). 
13 If we assume a stable population in the EU and a long-run per capita growth 

rate of 2 per cent then with 2 per cent population growth in the Maghreb- 
Mashrak these countries would need a sustained 4 per cent rate of GDP 
growth to hold their position and a much higher one to make an impression 
on the development gap. 

14 Note that the author seems to think that existing illegal Immigration levels 
are a serious problem. 

15 Ellingstad (1997) elaborates the maquiladora model in respect of Eastern 
Europe but Martin (1998) argues that even this is too optimistic a prognosis 
for the short-to medium-term future of these economies. 

16 EU aid runs at 0.37 per cent of GNP making It the second largest source of 
multi-lateral aid after the World Bank. Disbursements (rather than pledges) 
have swung heavily to Eastern Europe at the expense of both the Mediterra- 
nean and the rest of the world. The character of aid has also changed, now 
including a higher consultancy element which goes straight back to Western 
Europe. See Overseas Development Institute (1997). 

17 For a strong social democratic critique of the narrow-minded response of the 
EU to the Eastern European problem see Eatwell et al. (1997). 

18 Collinson (1996, p. 60), for example, argues that governments in North Africa 
are trading restrictions on immigration in return for better deals elsewhere. 

19 De jute this 'sixteenth state' is made up of those with less than full citizenship 
rights, de facto it is also based on colour and religion. Sometimes in some 
countries the three come together. At the moment much attention Is being 
paid to Muslim minorities. For an estimate of their numbers and composition 
see Peach and Glebe (1995). 

20 France, for example, considered Algeria - now a pariah state across the 
Mediterranean, as a department. 

21 (European Union, 1997). The elastic definitions of Europe can be seen in the 
differing membership of such organizations as the EU, the Western European 
Union, the Council of Europe, Conference on Security and Cooperation in 
Europe. It is worth noting as well that the key article does not say that non 
'European' states cannot apply though this is implicitly what it has come to 
mean. 
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22 The reference to Braudel is to the famous French historian whose classic work 
was on the unity of the Mediterranean in the sixteenth century. 

23 For an outsider view see Butt-Philip (1994). For an insider view of EU Callous 
(1992). For a valuable summary of the actual barriers to movement see 
Convey and Kupiszewski (1995). 

24 See Dale and Cole (1999) for discussions of policy towards external migration 
within the current EU. 

25 Until the 1980s southern Europe was an area of out-migration. Since then it 
has become an area of in migration. See, for example, Blanco Fdez de Valder- 
ramarn (1993). 

26 For a typical discussion of this problem see Shelly (1995). 
27 Reuvid (1995) -a work produced with the support of the British government. 
28 The slipshod analysis is illustrated in the following passage from the same 

source, 'From 1991-1995, the number of criminal groups In Russia Increased 
from 952 to 8222 and the number of identified members from 15,000 to 
32,000. At the end of 1996, there were an estimated 400 organised crime 
groups in Poland, with Russian, former Yugoslav, Vietnamese, Italian and 
Colombian contacts'. The spurious accuracy of the estimate of the number of 
criminal groups appears designed to mislead and the author does not appear 
to have noticed that If true then the average size of a Russian criminal group 
has declined from 15 to 4! 

29 See Box (1983) for a discussion of how the Idea of crime has been constructed 
In Europe and Pearce and Woodiwiss (eds) (1993) for critiques of the conven- 
tional idea of what constitutes international crime. 

30 The same also applies with the much vaunted return flow of 'western sex 
tourists' to the periphery of Europe and beyond which Is Increasingly the 
subject of international police cooperation without the roots of the problem 
being seriously addressed. As Petr Zelasko, the Czech coordinator of 
youth crime investigation, put lt of the problem in that country, 'the day 
the [Czech] koruna has the same value as [Deutsch] mark will be the day 
the last paedophile comes over here'. A Czech child prostitute described his 
relationship with his client, 'Mum and Dad were giving me between 100 and 
200 crowns a month ($3-5) which was too little. Chris... would give me 
1,000 every time. I bought myself Adidas shoes, a Nike jacket and I have a 
golden ring for my mum for Christmas. I spent all my money' (Campbell and 
Connolly 1997). 

31 See, for example, the articles collected as Various (1996). 
32 Fighting drugs is not the central Europeans' number one priority' said one 

commentator in 1996. (Thomson, 1996). 
33 Le Figaro, 27 May 1998, Liberation, 27 May 1998, Times, 27 May 1998. 
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Haynes 
0®000®000®00000000 

If s, 10); tlistttion wurks iss Its i)r()lrrrs;; utilisis hit us Own u wltn-r , 
should 111e benefits he nuMrv oI)viustts th, irr Ill tut fý rrnrr ýý ýiý t 
Floc. Wbwn tltc Stalinist states c ll, ipsr-ri in t(ttibt ()t ill(- Irrs1ntr1,11 
was that access to the >; lohal rnarkci would Ir, rrtsfurnt tltcmc sot I 
eties and improve everyone's ho I; tr1 it didn't wosrk. Irt Ilre lirtit 
instirnce the explanalicrrl w, rs 111,11 litt' lim rn; 114: rt wiis Ircins: Iwld 
bark by cold slruc"tsn"('s and old run iutirlriirs. I; trt as Ilse prat rri 
tite present remains a rncrntrmental rile-`s, Iertvinw; I)s. ()irlh. st ritt Ir 
PIT their heads and saying that it w, rsn'I supposed to Iss, like fill,, '. 

'A human crisis of ntcsnurnentrrl I)rosiurrtioýns is s rns r,; ins; Ti ithe 
former Soviet Union, ' the hulled Nations I)evs"I()Irnrs-ttt Pro 

t; ranrne reported in iOO ). ' It wies not woe, however, tilgt tin )"c will) 
advised the Russian i. overnutent had been tumult rtlnrerneul with. 
Between to8O and loo) He. rl out putt in Russia fell by surre I, i pc r 
cent and agi-ictrltural map a by 

. »u p -rent. Ni le lilt' c, xiHe<. t; in('y 
was reduced by sonne six years wiut hu rr'prsmnted souiw rq ntilh, tt 
excess deaths, and the I)irtlu'n it I)lurnrnHeci. Nut Ir Professur 
Richard Layard of the London Sc ltOssl of I: r ýrncýntic s ; lind ()Ill- of the 
Yeltsin advisers anti for John Parker OI 71ýrý l: rcýrrnýtriý! in I Itrýtr týýýý(ý 
(book The Comir; Riisci, ui Ruhm IMP was aui trlsside rn Russia 
'life continues Willi dignity in utmost cases, and the avrr; rs; e ysotnis; 
woman is more attractively dressed than in Britain or Amen(, 
(and more beautiful)'. ' 



In 1998 the Russian economy crashed, the boom never came 
and, six years on, the number of premature deaths has doubled 

aýrnn. Boris Yeltsin, on the other hand, was treated by the finest 
doctors in the world and left office with immunity from criminal 
prosecution, and Professor Layard, ex Eton College, Kings College 

and Yeltsin advisor and co-deviser of the 'crumpet index of eco- 
nomic improvement', had been promoted by Tony Blair to it life 

peerage as bru' n. 
The real story of human crisis is the same in other parts of the 

former USSR, and in much of Eastern Europe it is not much better. 
In the Balkans, for example, aiftcr the l nul of the Kosovan war, the 
UN Commission on Europe, 

one of the more insightful Regimes which in the 

sources of inb)rnration, tried name of the people had 
We to stress how much there ruled over the people and 
4M was to do. For these corn- then often failed to deliver 

tries to catch up with where even an adequate supply of 
the central Europe transi toilet paper crumbled 
troll mouritries were in the within weeks 
year' 2ooo would need as hid; 
a leap forward its the central Iauý, pean ý nunrriýs are ilu ntsý Ices 
trying; to marke to the European Union level. 'The time required for 

such it catching; tip to occur is somewhat alarming: unless the cur- 
rent trends in economic performance are decisively broken, it will 
take decades, even on the more optimistic scenarios, for these 
poorest European countries to reach only the mediocre level of per 
capita income enjoyed by the more advanced central European 
transition economies'. ' 

The tat ter phrase is important, for in the ocean of failure that 
is the post-Soviet transition, countries like Hungary and Poland are 
held out as beacons of success. And it is true that Poland, the most 
successful, did indeed mange to recover much of the lost output of 
the early r1)90ýs, hut it remains marked by gross inequalities and 
overall 'a mediocre level of per capita output'. In 2001 unemploy- 
ment returned to 16 percent and the prime minister, Kwasniewski 
(an ex-Commrtnist) 'said Ile supported an increase in the political 
clout of business people, who complain that stringent labour 



rules-supported by Poland's powerful unions Iiarnrl'ring 
their ability to create newjobs. ' In fact the In mer, iatioýnrtl I mlr 
Organisation recently quoted one Western diplomat is Baryin,; ilt, tt 
in Poland 'curr'ent legislation in supportol trade tnrinn h; trti;, iinrnti; 
power is quite weak, and all power lies with ilw enrlrluyr ýi ti' 

It was not supposed to be like Ibis. I It(, mm het, hheri lis, 1lio u 
and globalisation were supposed to hrins; tiirrves', where the old 
state-controlled order had failed. I he ahrtrurin nt rOtt0ý st't'rrrt'd a 
good timte to be alive in Eastern Europe. wltio lt in Ili' 
name of the people had ruled over Ilse per pie acid titer olwn 
failed to deliver even an adequate supply of toilet pillwl. r r'tnntrled 
within weeks. And in tine USSR Ilre top down prop ''s: of r(1wrnr 
inaugurated by Gorbachev hegati lo t; et out of 111111(l 11.11 Irnnuir i kot 
thousands of miners struck. More than any otlo'r i romp IIn(. Y In'r 
haps knew the shallowness of the claims tli, it iiie Soviet t lnio ern wo. 
in any sense a workers' state. In some instain ees 'their' st, rtý lint 

not even increased their soap allowance since tiw i(). 'os, and every 
year it silt back while hundreds died in accicl eats ,l ul root falls 

while Iltorrsands more he[, in to show lie first syniptunrs OI Irons; 
diseases that would nt,, trk and finally ('rut ilteirrl, rys. 

Now a new mood w, ts in the air' in which everything se('rn d 
possible. The Cold War' was r'ntlirig noel tlu' walls were corning 
down. Miklos Vasarlrelyi (whir had Is en intipris(med as Irrare Na gy's 
press secretary after tiro suppression oI lira I hungariani uprising in 
1956) told a New York Iinwsreporter in ro8o: 

First of all there will really Ive ,r FlInJ c an rin. l 1w (innorir sA mand 
and Eastern Europe will finally c; et an appý, ririrlily to [111111, with III(, 
West. We will begin to live undtýr the sam (�nditionti it will i, ik 
time, but socially, politically and r"onornir riily we will (a l! R'vp wlcrt 
the Western countries have already achieved. l hr' (I )t is no ow ()pin 

But ideas like this were also mixed with, r s(, n wdi, 11 rhMM,, (' wh(, 
had run these societies should now he held too; wcOurr1_ 
a two party system. The nonienkhatirýI Ioflicials and l)rivilet, (, d 
efitel with their nice apartments and sl)e< ial sio, res, and Illy OI 
us with not hing, ' said one worker in Siheria i it) ii Western jOi irr r, rliO; r ' 



Ideas like this were commonplace and they were supported by the 
beginnings of a collective tradition. At the lowest point in its history 
the Stalinist regime in Russia, and those it imposed in Eastern 
Europe after 1945, had largely suppressed and atomised workers' 
resistance. But unevenly, 
and often haltingly, it had Workers knew that they 

begun to return. The Soli- were against the old system 
darity Movement in Poland but they were not sure how 

which sprang out of ship- their hopes could be 
yards like those of Gdansk expressed, for the language 
was its greatest achieve- of socialism had been stolen 
rnent, at one stage contain- and abused by the regimes 
ins more than half the that ruled over them 
national workforce, making 
Solidarity still the biggest trade union that has ever existed. 'I he 

GM movement deep in the mines of Russia was another example of the 
beginnings of a collective potential. 

The trouble was that few of those involved saw through the 
confusion of the slogans of the market which promised a solution 
to the ills of the society which exploited them. Workers knew that 
they were against the old system but they were not sure how their 
hopes could he realised or even how to express them, for the lan- 
guat; e of socialism had been stolen and abused by the regimes that 
ruled over them. 

It vras this confusion that allowed the revolution to be stolen 
from the ordinary people of the former Soviet bloc. Today most of 
the Gdansk shipyard is empty, rusting and decaying. It went bank- 

rupt in 1996, declared inefficient. Now it stands as a monument 
not only to the heroism of the past but as a monument to the lost 
transition. Ironically in August 2000 leaders gathered there to 
remember the birth of Solidarity two decades before. But for 
Tadeusz Korzinski, a 45 year old welder who took part in the 1980 
strikes and still works at the shipyard, the event left a bitter taste: 
'There are no workers at this feast, just men in coats and ties. 
Nothing remains of Solidarity except its name. It has lost its 
essence. 'I hey have betrayed and forgotten us. ' 

[he same is true elsewhere. In Russia the coal mines are 



The `transition' in the rlosirit', III(, OIIt'rr 
former Soviet bloc is a urtl)<ti(l ; lrtd III(- It, t11rv Irlvnk 
euphemistic term for what Ill Vorkr, t, r III III(, hi. rt(wtl,, 
in reality has been a l(w t'x; irttf le, hill Iltw titbit s 
Great Depression live I))'Crt r lw, t'tl 5111CC in, 

inclu(lirtt; ()Ilk' oaf III(' 11cm,; t 
anti tiusl pr'odn('tivv hl; uiy Iii ( I'll-, lulv(' tunrt' irr , irrdstt, lh. rt 
11i01ley Irwnt the mine. Now tlttvrvisiio, tltiiitIch tu rniiivr 
told ýr Visitirtt; jw1i'tMMtlist in 111v Spr'irtt; MMI I1.111 tti it siriv (he 
mine dire(tor's (111(1 the corr'trl>I s; rrvrýr'nntýýrrt wm , rnt )tlr(. r errerrty 
t. hc World 1(mnk, which hitcl c min l rntly firlvi', r, rl Ilia ti tsirtti, 4d 
wines and i'slwviarlly the twww., l (me. 'I he World It; uik s, url, 

"Yeti 

don't rived s() mtwil t u, rl,, ' sir Wv lwv('r eeItvllvtI it in Ilty vv110 I livvy 
are the enemy of 1ltr 1teelýlýý, ' sýritl Lt let , il rnri(In h"idI. r', 

What tll(, fer'ntýýr'S()Vit i hit rivetlrrl %v t lelr, ilis, rtiý, rr thiit (II 
vtet'y dlifftýrew kind Irrritt tlr, rt el )Ilvr. I', y thcr rOtio s Ihre i ,; u n 

had at liii e itidtisltttl lose hurt it wars f; tilirw. II Could lifte Iw('11 

rertttvrtted to sttlil>ly Ire nerds nut only 0, f lie hwl. ll p(q)ril, ttl )rt Irin 

tltrrse Iaekino; l)25I('rwv essities, rr r'oss Ilit, world. limit ww%t t1VTit 
the powlitiLil of what( Was t-rill(, rl a pwait'vv divitlt'rttl' IO lip lip a' l 1w 
Gild War herIraps this t'rrtrld (well ltiivrý heir( tilg ltt t irinirite 
ýý(rt ntrýre týcrtcrrrus Ixýlitir s r, l t iOl) tl redistrilttitit, n tlt, it rnirltl lift 
br uRht Tatst mid West toHetlier' to , trid v.,, Tire ; tltjvvv t puverly (tI 
the OCtss OI, Ilia rest ccf the world. 

But this is not what 'tlwir' t, loftilisallon is illxotit il lid Iltiti is riet 
wl1at Iis; t1i ed illlicevitlcrrhtih)ns (d lhie G7, tltýý vVurlýl 1', I 
lntern, tlionml Mmwl iry Fund (IMIF). The n"sultlists It(t it tli5; tslt'r. 

III(' insitinn' in most of ifu (uunirWs in thr turnirr S(Ivwl 1)1(1( Ill 
central and Eistern hin )I)(' a1 Id the (IS is ;ti ui>henti"tic tarnt Irr 

what in reality hris Ibeen it (treat Depression. I fu (-xit fit (, I Ilir r(d 
lapse in output acid the skyn cketint; nature of inflation have no 
historically unprec& dented. The cOnset; uences hit. huni, in ;e cin"nny 
have been caImiutous. By e-nnst rvrnive es tint, ites, over roil 1111111() 11 
people have beers thrown into poverty itIId n unsidernlrly Ir in, hover 

precariously just above subsistence " 

n r, 6 
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So said the United Nations Development Programme in its survey 
of a decade of transition. Perhaps in the transition region as a 
whole the excess mortality is as high as ro million over the decade. 

A social transformation to a world built on genuine coopera- 
tion did not fi r. rre in the thinking of crucial three groups. One of 
these was runde of those who controlled the levers of power in the 
Soviel bloc. What they were interested in was saving their posi- 
tions of power and influence and converting them to what they 
hoped would be a more stable market basis. In the process those 
who controlled the economy and the key institutions were happy 
to dit( It the old Communist Party leaderships and the secret police 
so lung its they could perpetuate the class power lint they held 
before iohy. 

I Iere their interests coincided with those who controlled the 
global economy in the West. Politically this group saw the retreat 
of Soviet power ns a victory for'thr'ir' system, ignoring the extent 
to which capitalism in the West was hailing to deliver its promises 
for the larger part of the population of the world. 

I: conomically global corporations too looked to the Eastern 
bloc its a region which would have little choice but to accept inte- 
ý; rrtion into the world economy on whatever meagre terms they 
set. Eastern Europe would be a market, it would be a source of raw 
rnaterirrls, and it would be a production site for some limited man- 
ufactrrrink production and integrated fina1nciarlly. Rut in other 
respects it would be held at amts IenytIi as much as possible in the 
same condition as sirnilarr zones around the world. 

What linked the perspectives of these two groups together 
was the role of a third group. The ggreat institutions of global capi- 
tal, the Im. " the World flank and the newly created European Rank 
fur Reconstruction Hand Development presided over the planned 
iruure, rse in the role of the market, drawing in Western academics 
arid opinion-makers in these societies. flow deeply they believed 
in their own myths is not clear, but they provided the ideology that 
helped disarm opposition. This was the belief that the global mar- 
ket would supply all that was needed to transform these societies. 
Instead it brought chaos and collapse. But their arguments 
achieved the wider objective of allowing opportunities for broader 



change to he s(futlnrlvreA They also rtllOWO(l tut' nm, ri' it oolIhii 
memhers of the old order lo crlntltl('tc l1wirchall e ofclulh('s sei fs 
to Inc alle to rltn the new system rend t'fl)itflis(, oil and czlrtnd Ihre 
Wei IIIII and I)o, sitiof OUT IInid doveeloped tindeer Iltc old syst(Inl. 

Some of the r; rlilty men (for they were tistlrtlly intent) were 
prominent Western ; wt ldcntirs Jeffrey Snells, jo> (. ll Stit; hii, 
Andrei Shl ifer front Ihre 115, Lnyard from Britain, Anders Asltind 
from Sweden. Ullu'rs, often no less intpurt, int, workrd Iochind tIre 
scenes, such as John WiIIi, trnsý, n and Jo, Illl Oflirrt; Snltv In III(- IN11. 
It was Odrin'-Srnee, Irrad of the N11 's I'alrulx'an II Deparillwilt, 

who wrolc in 11tr' IM1 's Ilutlsýý Aril" iier' in Se'picllllwr i(t)ti that the 
impact ref the Asian crisis ()It Russia was 'relatively niudeest' chid 
that 'ir'r, wth... is ('XI)ected try rise' whir 11 was riiltcr itnfý, rtunrlirý 
c; iven tltrlt a fr'w days beforte speculative capital Ilýld flnu, i ,l uul 
briii ing, downIlrer(, rthie; und; lbinhalt (. conouty. " 

Hint titre issue is nut sitlll)iy the passports of Ill(' , advisors Most 
of Ili(, (policy makers and advisors have Ilmd local Iýýlýýlmrts. I he 

nu)sl rxoturiutls is Mainly (: Ittthi, ls n Russia wlx, In't'sided t, vt'r the 
corrupt privatisalio, n process. 'Hoy stell and sled mid s; Ieall, ' ire 

calmly annrtlnced. ' hirey Me steairnin N! "dHleiy evr'rytilirly and it 
is impossible 1rß strut thorn. 1t11t l cl tlt('nt steal , led lake th eir breit 
erty. 'I hen they will heroine uwiUers and dc(enl rlduni Or tors (h 
this properly' . 

11) 
It was in Russia lint tine cý, rr'tllýii�rl w; is worst, mid il didn't 

stop at Russians. In rji)) the Harvard eeco, no, nlisl Amofnei tillh'ilt'r, 
whr> had helped plan tute privrltisrltio ll I)rrlcvss in Rtlsý, i, i, W, ls 
awarded time Aninerican Nimmnic Asso, r'iatinn's julln brain's (kirk 
Medal in ])O() to mllstandintl yottng, cr unullliýts. Pott hr' was 
already under investipatirýn for insider' dcnling and a Iendin,; (u 
wor'ker had 1)(, (, n sicked. '- Inen ill Jannary 

. o00) Harvard Illliv l"ity 
shut its Irrr'siigi, nrs DevA, l>rruerlt Iný, lirtttee which had ntrl runoff of 
the US policy advice to Russia, with alte US governtnen1 t'Irlinlini, 
hack $120 million in iiennlty pnyn" its as IN, authorities t h,, rtaed 
that Iinrvnrd r'nlf)lrryees had 'abus'ed their I)usitiuns , ls mph It'vi'l 
and trusted advisors to, and or behalf of, trig united Slates in Pus 
sir'. No such claims, however, were ndrrlissil_lle in Russia where 
Clubres and oilers had presided over 'a lbievrýs hringrn et'. tindeer' 



pressure in the political sphere hejumped across to run one of the 
huge companies he had helped to create. 

But the real corruption here was the intellectual justific- 
ation for the transition and 
the theft of power within it. The Economist called 
What had worked (or failed Russian privatisation `the 

to work! ) elsewhere would sale of the century', but it 
work in the Fast. 'Most of the was more the `giveaway of 
logic behind the standard the century' 
stabilisation package applies 
to Eastern Europe as well, ' wrotce <r pro nincnt group of economists 
in r, too. Within this the willingness to allow the old state capitalists 
to appear as market capitalists was often breathtakingly brazen. In 
Russia, for example, Shleifer boasted that under his privatisation 
plans 'the single most important benefit that the managers 

t, m received in their privatisation programme [was that] within certain 
guidelines, they, rather than any ministerial or other government 
officials, had almost complete control over the strategy for, pri- 
vatising their firms'. The hconomist called Russian privatisation 
'th(, sale of the century', but it was more the'giveaway of the cen- 
wry'. It wasn't much better elsewhere. In 1990 the same Western 
economists, speaking of Poland and Czechoslovakia, suggested 
that 'the practical issue may not be how much control to give 
workers, but how much to take away'. Of course they regretted 
Ibis, but the logic of the market economy was supposed to sweep 
all objections before it: 'Although democratic ownership is highly 
cle; irahle (indeed essential to the political success of privatisa- 
t icrn), large shareholder's are necessary for efficient management'. " 

In the end the scale of the crisis that all this created caused 
even some insiders to question what they were doing. It was Stiglitz, 
former chief economist of the World Bank, who broke first, blowing 
the whistle on some of the insider processes. But the response of 
the others was sometimes vitriolic. For Aslund 'Stiglitz is a striking 
embarrassment to himself and the World Bank. Without knowing 
anything lie mouths any stupidity that comes into his head'. '' 

l hrese squabbles, however, are of little comfort to workers 
across the former Soviet bloc who are faced with an everyday 



struggle for survival. Many have simply closed Iltn-ir doors 1is; lti 

against the world, hrtt resistatIce clues cexisI. I)evrlOI>inc; it is ntnre 
clif firtrIt I)crrtuse IIIrece prohIertts IIiivc to he c>vc-rrcnnw. I Itr Itr, t is 
1lte dIIIIirtti; irnpM1 c>f the crisis itself, whir It It; is I>ut cwl)rntcmrs 
strain can people. The second is the c>rpllis, i1Ioli tl rnttltiýiýýit 
Trade rtnic>ns rtnder the old re itnrs wc. rc. state rttn I>iirv; turru W" 
New trade ttniuns citric kIy spratni; tip it IIrr t()(I iO I) tit IIit y , IrtnIi'd 
to find ;r sf>, tre to c>r. i; rtnise and ninny I>er; tnte iril>Iwd in Iiii I( y 
down process of transition. WIteilter it', nrw o>r rclurrncci c lei style 
ttnic>ns, tlherefore, it is trtkins; tints' for rnc>re st thle; utci rcSlwrt0,15: 1 
ort; nnisattic>ns to ett1er,; r, and there are I>rc>I>Irttts c'wrywltrrc. I Ins 
has very often thrown wc>rkcqrs I), trk ()It rný>re tnfc>rnt, tl 
is; iti >ns. The lips mid clowns of industrr, tl titrrtti; ti; ir in Rutisi; i are 5c1 
()Ill in ifhe Ltl)Il Indc>w. 

Striking in the transition: the Russian strike pattern 1991-99' 

Ycrrr Nunihcr Nurnhrr h o/1(/I) << i, I 
r)fsrrrkcs involvcýrl lr)%r (lur,, ri, 'H 

(1/ uus, rrnhl (rlrr)ir'ai)(h) r I, . 
l9()[ i, I38 ', 311 
X992 (), z73 3i£3 A9; 

1993 :. 64 37 
1994 514 155 75'; 1 ý) 
1995 8,856 489 1,367 ri 

1996 8,2713 664 . 1,009 Oo 
1997 17,007 887 rý, oxn h8 

1998 11,162 53l .1 
1999 7,285 2311 i, j3 / 1 

I i1Vsc stdrtistics show Ihro (wc tl in Rtt"sirr Moo c'vcryll lmr i', p, l,; 
sive anddefIIorclisc'cl. IIIcc'OrtIt is inncofty)2')l dfl(lr, IrIyhe Scv-ri, "O 
too cýrn the sirti Ie rit; irinSl Ole cfev, itil, rtin. i; iIlIp c 101 Ilrt' irarr"ilicM, 
the rrccuntul<ttOf I ctf ttnlrtitl w, rýcs c1r in roo. 4 R. But Ilion (11m) I ho 
impact of the (0tslt ()1 roOH is cleirr. There Itrtssi; rn st, ýlistrrS Shim Ille 
small scrtlc, Oftett (rrorrilla ImItli v ()l niurlr in(Irr'(ri, tI c onflic t ('ic)irrti; 
beyond this rc'yrtin's a Ihir'd (1(11tc'1rt ever ywilcre. 

This is iclcirs. IIlc ciis wic'nt'cti(Hi of IIM' I>, IST (Ic'c culc' Mill " I() IM' 
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overcome and it is here that the anti-globalisation movement offers a 
new chance. Their globalisation' has helped bring down some of the 
barriers between East and West but'our globalisation' offers the only 
way forward. There have been some lurches towards nationalism- 
most notably in the former Yugoslavia. This remains a danger every- 
where. But so far nationalism has not been the general response to 
the crisis. People still believe that they were hemmed in for long 

enouc h. What they need is the example of a different kind of interna- 
tionalism to the internationalism of global capitalism. Some people 
came from Poland to protest with those in Prague, and a trickle of 
Russians interested in the anti-globalisation movement has begun. 
What is true everywhere is that the people of the former Soviet bloc 
have been victims of a glohalisation experiment that stands as an 
indictment to the claini that the market can improve the world. 

Mike Haynes lectures in European Studies at 
Wolverhampton University. He has written widely on the 
transition in the former Soviet bloc. 

motes 
"1 United N. itiois UoveIopment 

Programme, Transition 1999 Regional 

" Iransition 1999: The Human Cost of 
"I ransition, Human Development 

Report for Central and Eastern Europe 

" and the CIS (United Nations, 1999). 
"2N Layard and J Parker, The Coming 

Russian Boom: a Guide to New 
" Markets and Politics (Free Press, 
" 1996). 
°3 United Nations, Economic Commission 

for Europe, Economic Survey of 
" Europe, 1999, no 2 (United Nations, 
° 1999), p4. 

"4 'from Solidarity to "Crumbling 
" ß: scions", ' World of Work (ILO) 



" no 37, December 2000; Financial 
ä firmes, 12 May 2001. 

; 1v)tcd 
in Fi Gwcrtznian and Mf 

"i irsra r (uni, ), Ihr ('oil, rpso vl 
onurrrrnitinr (R. rndonr Ilou', r, 1900), 

" I, li , , ', 7:. 'b. 
° (I Uiiotrr1 in MI rlw, rrds, `Sihcri. r: In 

im the Cold', National Gooc/r, i hic, 

". Il il, no 3, March 1990, pp l3 14. 
°i ruin Solidarity to "Cnnnhlirnl 

I'P1 rlions", ' W)rld of Work (11 ()) no 
oIiI )r(. cnrbcr 2000; / item 61 l imes, 

I. ' May 2001. 

" .; l ; it, ýrl N, rtion, I)ovcloprnent 
"t r(1ranrnre, 'rti above. 
°l , 'i. rrrcr rrnrl l)evrlopool t, vol 1", nu " 
" rptcrnln r 1990, plrl', 16. 
"IiM ll, rync', and I' Glattcr, 'tlie 

. i, rn Cat&, trophc', Intcrrr, ilirw, ii 
" . Ili-all liI (Winter 19913), I'I0') 90 
"II1,1n1Iu 1rd, R I)nrrrhmch, I' 
" 
"P iij, )nr, in, RI aymrl, L 5urnnrrr,, 

° Inr rn in I , rstorrr l uropo (M II 
", 1(r)1), pp i, v; M Hop ko, A 
° Wcifer uni I: Vit, hny, l'riv. rtitiinq 
" /ius'i s (MI I Press, 1991)), pHO. 
"I Quoted from the Fcono, ni+t, 1H 
" `ýoptcrnbvr 1999, pH I, in M ('Iclrn, rn, " 
" 'Ceprivatisiny Hip, -Ja', Cltnllrngo, May 
0 Juno 2000, p21). 

Compiled fours R,, c iarr ( connnrir' 
" lr, r '" , 

" 
Sitcs 

" ll-. Uiu ^J, i, li ,' Ilir II I M, Ili' 
" ination, iI I rih -ritiorl of C wiiIic, rl, 
" I9Y, Mine and GenwaI Workers' 

, ions. Much broader than its title 
" I'Iests. 

+. trud. org/in[tex7. lýtnt 

"ý iiii offir iýil Rrr,,, i, ur tr. i te union . itr, 

Sim f 

Cl 


