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Printer's Foreword

This first issue of the Bulletin has been produced, at a time when the
capitalist crisis is worsening. It represents an important step forward
for the group as a whole, and is a crucial contribution to socialist
theory itself. Hugo Radice takes this opportunity to survey the history
of the Conference and points to the fruitful trends within the organisa-~
tion.

In this issue, we include four papers for the forthcoming conference
on the Zuropean Economic Community: Ron Bellamy gives a general over-
view of the prospects for the EEC and outlines his views on the course of
action to be followed by the European Left; Andrew Glyn analyses the
relationship between the crisis of British Capital and entry into the EEC.
Against this crisis-ridden background, Hugo Radice and Sol Picciotto
examine the changing structure of the capitalist mode of production: in terms
of the relationship between Capital and the State in the EEC; and Michael
Barratt Brown analyses the implications of the EEC for the Third World.

Elsewhere Ed Sciberras critically reviews one document which outlines a
possible strategy for Trade Unions in the EEC. David Yaffe and John
Herrison examine two books which are bound to add to theoretical contro-
versy and discussion amongst Marxist economists. We also publish two
reports on the progress of groups of Marxist cconomists in Glasgow and
Argentina, which serve to emphasise that the Bulletin serves to communicate
and inform members about other's activities as well as publish papers.

The Sussex Group would like to thank all the contributors for their co-
operation, many secretaries for their help, and the higher echelons of the
CSE for their odvice, during the production of the Bulletin. As with all
such processes, there is a considerable amount of learning involved, and
it is clear that in future, production will have to be reorganised and dis-
ciplined, and copy dates strictly adhered to. Ad hoc arrangements, and -
close timing have made production of this Bulletin considerably more stren-
vous than is really necessary. The Sussex Group would like to express its
gratitude to Rick Brandon who undertook to supervise the bulk of production.
For ourselves, we have learnt through practice the advantages of disciplined
collective work, and have gained an understanding of the rhythm and mono-
tony of that klnd of work over which one usually has no control and for
which one is rarely thanked.

Sussex Group
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THE COHFERENCE~OF SOCTALIST TCOMNOMISTS

e

‘Hugo. Radice

Since this first issue-.of the CSE Bulletin is
something of a landmark in the development of the org-
anization, it seems a suitable place to go over that

development and assess where we stand now, especially since,

hopefully, a lot more people will now come into contact
with us, ‘ ’ '

The idea of bringing socialist cconomists together
began to be floated in the spring of 1969, No doubt it
had been floated many times before, but for some reason
it took root on this occasion., 4 circular had gone out
to various peonle for a group to prepare material for the
Convention of the Left, and possibilities were also dis-
cussed at the Sheffield conference of the Institute for
Workers' Control, Somehow Sam Aaronovitch, Robin Murray,
Bob Rowthorn and myself came together over the summer,
drew up plans for a conference and sent them to everyone
we could think of, We felt that there was a great need
for a framework in which socialist economist: could come
together, exchange ideas and coordinate their work, The
developing political situation seemed to raise many
urgent problems of theory and analysis which we felt
could not be adequately answered if we remained in isol~-
ation from each other., The organization or activity also
had to be strictly independent of any particular political
group if it was to add anything new, and if it was to be
workable,

The response to that original circular was very en-
couraging, =and in the event about 75 peopnle from all over
the country (and one from folland) attended our first
conference in London in January 1970. The conference was
intended really as a means of bringing cveryone together,
but there were also papers and useful discussion on the
capital theory debate, on development cconomics and on the
international firm, Most important was the fact that
everyone who attended the final segsion felt that there
should be a permanent organization to continue the work,
and appointed a committee to arrange a further confercence,
on the economic rolec c¢f the state in modern capitalismn,
and to look into other activitics,

The CSE committee met regularly through the year;
occasional newsletters went out, and a large number of
new contacts were made, espccially in other countrics, so
that information on the second conference went out to
about 150 people, It took place in Cambridge in October
1970, and attracted an attendance of 120, of whom 20 or
so were from abroad; 18 papers, both general and on spec-
ific aspects of the topic, were prepared and circulated,
Although the subject was clearly of great interest, it
was also very broad, and the lack of an adequately organ-
ized framework for discussion meant that the debatc tended
to be rather vague, However, again a large number of soc-
ialist economists had come together, there had becen a
great deal of exchange of information and ideas, and again
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it was clear that the organization should continuc and
develop. 'hen we discussed this at the final session, a
strong case was put for encouraging collective work in
local groups in order to provide a more permanent base
for the CS3, and a special committee was set up to look
into the feasibility of a journal or other publishing
ventures,

At this point we began to run into the sort of .
organizational problems encountered by almost every growup
‘on the loft at some time or other, I attermpted to resign
as secretary, but no replacement emerged; the postal strike
delayed a newsletter for two months; the committee was not
mceceting regularly cnough; local groups did not materialize,
As a result, we decided to postpone the conference which
we had been asked to orgenize on Britain and the E.E.C.,
and- to hold instead a small working conference at which
preliminary papers would be discussed and the organizational
problems faced, This took place last May at Warwick
University.

) Fortunately, the problems were not only faced, but
for the time being solved, largely due to the presence of

a large and enthusiastic group from Sussex University,

who not only had been doing collective work in an exemplary
manner, but also.were willing to shoulder the sececretarial
burden, including running a journal. 4 group was also
working at Warwick), afid we seomed to have enough people

to make up a coordinating committee capable of organizing
a. conference, ’ ‘

Where do we stand now? For many of us, isolation
in our working life, for example in faculties dominated.
by the most orthodox neco-classical and neo-Xeynesian theory,
is beginning to be overcome. More students are getting
involved, an absolutely necessary step. Our experience
suggests that it only needs two or threec enthusiasts to
establish a viable local group, and there is no end to
the topics suitable for discussion at an annual conference,
which can also serve as a meeting-place, or at smaller
and rore ‘specialized meetings, What is more, perhaps be-
cause we have concentrated on a fairly specific arca of
study, we have so far avoided the scctarian political
disputes that undermine many broad left organizations,
For myself, I fecel that the CSE has begun to fulfil its
original zimsj certainly, it has reached a point where we
no longer have to question the feasibility of its con-
tinued existence, The real test lies in whether more
local groups and activities develop in and around the CSI
" - and whether the Bulletin becomes a major focus for
discussion and debate in political cconomy on the left,
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PROSPECTS FOR THE EUROPEAN ECONOMIC COMAUNITY.

I.

Ue meet to discuss the EEC at a.time when the internal crisis through
which it is going is patent to everyone. It is indeed ironic that the Govern=-
ment's White Paper of July 1971 should present the Community's principal econ-
omic merit as growth at the very moment when recession in Italy already exists,
and in West Germany is developing,and should present its chief
political function as a bastion against oommunism at a tfﬁgybest Germany is
making moves towards detente, and france falls not very far short of a new
alliance with the USSR. It would even be funny, were it not so tragic in
our country with a million unpemployed, that-at the very moment ohen Douglas
Home was expelling the soviet trade delegation from London,'its counterpart
in Paris was expanding its staff to cope with the big orders for the industry
of our NATO ally,frances which will flow from the new soviet lorry factury
on the Kama River.

The EEC we meet to discuss is not only, perhaps not even mainly in the
eyes of its founders, an economic phenomencn. Hence it is salutary at the out-
set to remind ourselves as economists that to think and talk in interdisciplin-
ary terms has not yet become fashionable = if indeed respectable at all - in
any sphere of economic discussion except Dsvelopment. But in discussion of
the EEC, what would require apology for the violation it did to reality,
would be to take the economic aspecté in isolation from their connections
with the economic. Hence this’papef is about political economy, and not Jjust
in the formal sense of that term., It might be worth while to remind ourselv-
es at the outset just how much the EEC is a political phenomenon. In its

interim report on the EEC, the [lidland éank Review for August 1970 wrote

that
"The underlying motives (of the Treaty of Rome) were political...
the culmination of a braad~based approach to common European problems

which had been developing since the war."

The present Government's White Paper takes a similar vieuw: (para 9):
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"The Eurcpean Communities had their origin in the fundamental chang-
es which have taken place in the positien of the countries of Western
Europe in a little more than a generation. In 1945 the main continansal
powerw of Euraope emerged with their economies. strained and fistorted to
breaking point. It was not just that they were weakened by the war. They
had lost, or were in the process of shedding, their imperial links, as
former colonies loosened their ties with the mother countries and sought
their independence. And they found the world dominated by supsr-powers
outside the heartlands of Europe whose military and economic rescurces
none of them could match."®

Lest it be thought that this is the product of Heathiah geopolitik, it
should be noted that the Labour Government's applicaticn ve jein in 105?'made
the point that:

"The government purpose derives above all from our conviction that

Europe is now faced with the opportunity of a great move forward in

political unity." (emphasis added RB).

Heath'!s White Paper shows perhaps a little more envy that

",...the European Communities are also well on the way to super~power
status" (para 27) aad wants to join them, since

"Britain's ultimate purpdse‘must be a more balanced defence partner-

.ship with the United States. With the enlargment of the Community this
would become more possible." (Heath's speech to the American Bar Assoc-
iation July 17th 1971, reported Times July 20th'71.)

II.
This section deals with the growth of contradictiens within the EEC since

its inception. "By 1969% says the Midland Bank Review, "members have virtual=-

ly achieved their objective of a common market, with free internal movement

of goods and a common external tariff."” There has been a great growth in the
concentratién of production both in industry and agriculture, a centralisate
ion of capital, and a consequent further sharp increase in the polarisation of
saciety. Millions-hase been driven or enticed from Petty bourgecis status an
the land into that of Qage earners in white-and blue-collar jobs. But the
growth in mergérs has been not primarily through the merger of capitals from
different European countries, but mergers 6f capital within single countries,
very largely thriﬁgh_tbe pénetration of foreign capiial. This is well brought
out in the EEC Commission's own Report (liggg April 12th 1970) as fol}ows:

" Nearly three-quarters of all purchases af stockholdings in Common

4
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Market companises during the period 1962-68 were made by firms outside the
SiXeeooThe Commission is particularly worried at the large number of mer-
gers with non-member countries - particularly bhose of the United States -
compared with the very small number of mergers betwsen firms in the Eur-
opean- Community."

There are now growing tensions betwsen the EEC members themselves
and-between the Community and the other main capitalist powers, as the trade
and monetary measures designed to restore the US balance of payments begin to
bite. This is in part the feed-back effect of the first suﬁstantial inroads
into the US world hegemony established in the first post war years, as the
law of uneven development of capitalism has been reflected in the more rapid
growth of especially West Germany and Japan. The US is now on the process &
retreat from positionsbased upon the overwhelming prepondsrance she enjoyeﬂ?
earlier. The 10% surcharge represents a substantial retreat from the whole
GATT concept of trade liberalisation. Even more spectacular, the August 15th
abandonment of the covertibility qf the dollar-représents'a break-up of the
Bretton Woods-IMF system, no doubt as a prefacé to its reinstatement on the
basis of a-changed internal balance of power. The new wave of instability in
exchange parities reflects not only this but .also the differences in the relat-
ive rates of growth of productivity and wage rates in different capitalist
countries (W.Germany with a weak labour movement and high productivity having
an sasy advanatge until the second began to be overtaken by Japang and the
first began to changé with increasing militancy among German workers - cf.
the projected metal workers'! strike in face of a winter recession). The shifts
in exchange parities threaten to wreck whatever internal equilibrium of class
forces it was hoped to establish through the Common Agricultural policy.15

These shifts in internal EEC, as in world capitalist equilibria, cregte
a situation of great economic and political instability, as, on the one side
all powers fear the effects of an uncontrolled scramble, but on the other side
gach power wishes to f;sh in the troubledAQaters_for its bwn maximum advantage.
This stagé in the procéss demonstrates very well how the actual emerging rsl-
afions, in political as well as economic spheres, are not the planned outcome

corresponding with will and desire, but the unintended result of the inter-

play of self-interested and antagonistic forces.
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The early apparent success of the EEC in establishing a customs un-
ion, in a world of»expanding trade and output, led to illusiqns - and not only
among its supporters - about the ease with which it could proceed towards the
next stages of fuller economic community. The source quoted earlier puts it:

"The dismantling of the berriers to trade has, however, proved eas=-
ier than the evolution of common policies, on which progress has been un-
even. Although & common agricultural policy has been agreed, and to a con-
siderable extent implemented, it is accepted that changes of substance
will bo necessary; progress towards a common transport policy has been slow

. and haltings; a common basis for a sales tax has been agreed though it has
not yet been fully implemented nor common rates introduced; a degree of
liberalisation of capital movements has been achieved, but the European
capital market remains fragmented, '

The concept of a European-wide economic groupingy in which factors
of production move to where they can best be smployed irrespective of
national frontiers, appears to be a long way from realisation. The free
movemsnt of labour has been achieved to a large extent, but some nationmal
barriers remain; the fiscal and legal problems associated with cross-
frontier mergers have proved formidable, and, partly for these reasons,
mergers have tended to be confined within national boundaries. Progress
towards monetary union, too, has been slow, and despite hopes and intent=-
ions, it may be doubted if it can proceed at a faster pace than economic
or indee?'political integration. " (Midland Bank_Review Aug.1970semphasis
added RB).

In the period since that estimate was made, the further growth pf tgadé
and montiary antagonisms confirm, I think, the more sceptical view which some
of us took at thé conference in Cambridge last year of the possibilities for
creating a framework for the harmonious development of the all-European firm
through new legal and fiscal arrangements. Essence has replaced appearance:
harmony -« if it ever existed - gives way to opon discord. The accelerating
tempo in recent months can be domonstrated by headlines from the liﬂggz

“"A Pirst stage that is no stage at all%.(February 2nd 1971 - a referencoe

to the attempts at monetary harmonQ. The text reads:

"Such an economic and monetary union requires, as a precondifion,
the effective merging of soveregnty. It has not proved possible to get
unanimous commitment, even in principle, to such a devclopment. Until it
does prove possible, there will be no economic and monetary union."

"The Six fail to agrec on ways to reform farming."(October 27th 1971).

"Ministers of Agriculture of the EEC today failed to reach agree=-
ment on carrying ocut the first measures under the Mansholt plan for the
structural reform of the Community's farming systoMe.ses...it became clear
that no compromise solution would be found under present conditions.”

The seriousness of thss can be rcalised if one rmflects a) how many o

years it took to hammer out the existing CAP, and b) that the shift from

stable oxchango ratc parities has wrocked the system of price rclations and
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farm support upon which the delicate equilibrium of the oxisting arrangemonts
dopended. When one reflocts furthor that the farm policy was intended to pro=-
vide some protection to the most likely mass basec for reaction in increasingly
polarised societies, that it has, in fact, dispossecsscd the petty bourgeoisic
on a massive scale, it is clear that the search for a new equilibrium betwoen
thb member~states begins from a less favourable bridgechead than it did in
1958,

"It would be dangerously premature to suggest that a new structure of

fixed oxchange rates could bo established in the immediate future to

bring about a solidly based equilibrium in international payments...To

hope for a fixed pattern of exchange rates - in a world where thec com-

potitive powor of national economies was constantly and unpredictably

changing - was to cast a load on thc domestic adjustment procesd which

it cannot really cérry". (U.N.Economic Commission for Europe, Trade Surv-
ey, quoted in Times November lst *71).

Even on mi%itary questions, or perhaps onc should say also on milit-
ary questions, sinzz;is hardly tho area of grogtcst harmony, the earlier fiss~
ures in NATO which had been caused by French action, develop furtheri nor is
harmony going to be easier to achicve in a contgxt where the United States
calls upon her NATO allies"to undertake a greater share of the_defcnoc.burden
of the free world¥ Commenting on the secret nuclear talks which the seven NATO
countries had just completed, the Times reports M.Debré: "Those who thought
in terms of a European Army or nuclear force should answer the following gquest-
ion: Do they rcally suppose that a man and a woman living on an island in the
Mediterranean could be concerned with the defence of somebody near the North
Pole ?" - on which the Paris Correspondent of the Times sourly comments that
"so long as M.Debré’ncmains Minister of Defence, there will be no nuclear coop=-
gration between France and Britain - or betwecen France and anyoné clse,".

It is in this context that one must take note of another trend in French
and,to a smaller extent, in West German policy. While one can speak of Willy
Brandt's moves as towards detente with the East, M.Maurice Schuman, The French
Foreign Minister "put progress towards unity of Western Europe, and,on the
other side, entente and cooperation with EasternAEurope as the basic object-
ives of French foreign policy." (Times November 4th *71, eomphasis added RB).A

Summarising then, one notes growing antagonisms within the capitalist

world, together with some substantial cracks in tho capitalist upity against
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the socialist world.

I1I.
what, then, are the prospecté for the EEC ? The problem of anfagon—
ism within unity is not a new onecj indoed the whole of the inter~war years arc
most fruitfully examined in liéht of it (IAhave attemptoa a detailed analysié

of that period in Marxism Today November 1971), and that cxamination carries

somo lessons for our presont_problom. Much discussion of it in ;eft circles
proceeds, though not.nocossafily'cohsciously, w;thin‘a framework of fhought
which'Lenin expresscd in his famous 1915 dictum that "under'capitalism a Unite-
ed Stafos of Europe is cither impossiblec, or it ié reactionary" (Lenin: The

United States of Europe Slogan. Collocted Works Vole21 pp.339-344 passim).

Let us examine the first possibility, that it is impossible, i.c. that
tho EEC is destined to disintcgrate, becausc it grow up primarily as a politice
al/military anti-soviot alliance, on thc basis of an expanding capitalist world
market with Japan absent, and in anticipation of European-owncd supor-monopol-
ieg,'and bacause now the dominant feature, under conditions of growing over-
production, is the growing'inter-imperialist'antagonisms.

The weakness of this analysis is that it makes sverything depend upon a
single contradiction, that between monopoly-capitalists. That contradiction
is beyond deubt a most impartant one and, at tho time Lenin was writing, was
certainly the central oric, dominating cvents at lecast until 1917, when the
class and national antagonisms which had bcen maturing inside Tsarist Russia
took the leading role, at least in one large country, with tﬁo resulting cmerg-
ence of a socialist social systcm alongside capitalismy, and a quite new contra-
diction in the world, that bectween socialism and capitalism, which profoundly
affected, and with increasing force, the whole complex of internal contradict-
ions within capitalism. An crucial conclusion to be drawn from this new phenom-
onon is that the outcome of intor-capitalist, or indeced any othor, contradict-
ions within the capitalist world no longer procecds entirely on the basis of
capitalism's own internal laws of solf—devolopmenﬁ;

Thus the weaknosé of the approach that tho EEC will simply disintograte
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can bo tested by posing two questionss i) if tho EEC breaks up, what form of
inter-imporialist relations takes its placc, and how is it determincd what
takes its place ? When a capitalist cartcl breaks up, a poriod of sharper and
morec open conflict reoplaces the horsc-trading that previously took place with-
in its Before 1917, and indced until after WW II, when the struggle for rcdive
ision of tho world among the impcrialist powcrs becamo intense enough not to
be any longer soluble by other moans, it crupted into imperialist world war;
There is thercforc a sccond quostionéiif the EEC, after brecak-up and sharpor
struggle, is not reconstructed, is a world war j;or even a rcgional war, betwoon
the major capitalist powers a logical outcome ?

There arc no absolute certaintics in politics. But that outcome soéms im-
probable, for the following rcasons. First, tho dangor of oscalation of such
a war int& nuclear war would bo so great that the combination of peace forces,
both from socialist statc power, and from tho peooples of the imperialist world,
would make its outbreoak impossible. Thesc forces havoyafter all, been able to
prevcont the outﬁreak of war between two different social systoms. Second, cven
from tho imperialisf point of view, the military and thc political uncertainte-
aro so great as to bring in doubt the survival of capitalism.

Hence thore could be a break up of the EEC, a strugglec for redivision of
the world by all mecans short of world war. In tho coursc of this, many kinds
of now alignmonts could cmerge, onc of which might be a new EEC. But the strug-
gle alroady developing while the EEC is still in existongce must lcad nocessar-
ily = indood is leading already - to intornal changos within it which arc boet-
tor discusscd under the second hoad "“Possible, but reacticnary",

"May I use Lonin's oxtraordinarily prescicnt romarks as the starting
point for oxamining this second pessibility. In the Qork'quotod above he said:

"0f course, temporary agrcemeonts aro possiblo botwoen capitalists

and bectween statocs. In this socnse a United States of Europeo is possible

as an agroement betwcon the Europgan capitalistse....but to what ond ?
Only for ths purposc of jointly suppressing socialism in Europe, of jointly
protocting colonial booty against Japan and America, who havc boen badly donc
out of their sharc by tho present partition of colonicsessselt is a roactionary
slogan,; onc that significs a tcmporary union of tho Great pouwers of Europo
with tho aim of enhancing tho opproession of colonies and of plundering thc morc

rapidly devecloping countrics -~ Japan and Amcrica."

Naturally, this cannot and must not bc appli d to the proscnt without tak-
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ing full account of the changes that have taken placc since 1915 - for cxample
onc should substitute 'dependent countrics! for colonies,; and rockon on the,
recveraod pogition of the United States, and cven of Japang vis-a~-vis Europa.

But,mutatis mutandis, a carcful considcration of this conccption lcads to theo

following conclusions. Unity bctwecn capitalists is casior, morc stable, to
the oxtent that profits can be incrcased by it for all the partners. The Brig-
ands fall out tho losé, tho bigger the lQot to sharc. How theon can profits bo
maintained 7 i) by a war on, and a carvo-up of, thc socialist world. Onc
can nover rule this out, since it playced a crucial part in tho policy of tho
capitalist powcrs from 1917 up to, in principlec, tho precsont. But thc gap bet-
ziggs and possibilitics of doing this arc growing, and, as our. cvidencc at the
cnd of soction II showed, the prescent is marked rathor by capitalist. pouwers
trying to covcr their rcar in advance by dctente, cven entente, botwcon East
and UWest.

ii) by tradec war ctec. on the US and Japan, and upon smallor
capitalist powcrs. This is a fcasiblo coursec only if bascd upon iii) below.

iii) by attacks upon all internal and other (i.c. othcr than
thc US and Japan, which havc alrcady boon covered in ii))extornal obstaclos
to monopoly profits. This policy involves nccossarily the acceleration of the
cecntralisation of capital by state-monoply mecans, the attack upon all non-mon-
opolistic classos and strata (not oxcluding smallcr monopolists), especially
upon the working class, within Europec,; thc accclerated coxport of capital,
and, with gualifications, recsistancc to thc import of forcign capital, thc
organisation within the EEC of the wcaker by the stronger (in particular a
drive to cstablish German hegemony), and attacks upon the countries which pro-
vidc matcrials, namcly the Third World. ‘

.Finally, as a.ncccssary condition for. thc success of thesc policics, a
furthor turn towards political roéction. It follows, them, now as always,
that the monoﬁoly capitalists can fosolvo the ahtagonisms betwecn them, and
that tomﬁorarily, only at thc oxponsc of incrcascd cconomic cxactions d@irom,
and increascd roproésion of, all scctions of the pcople outsido the handful

of tho most poworful monopolios. Thorc is no crisis thc capitalists cannot
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solve if thc pceoplc allow them.
Howovor, this is 1971, not 1915. Therc cxist today in the countrics of tho
EEC, and cspeccially in Francc and Italy, social movcments of great influcnce
- and expericncey which were strong cnough to decfecat in F:ancc tho moves towards

Pouvoir personol which could havc opened the road to fascism, and in 1964 in

Italy dcfeated plans for a military coup. In West Germany-too, this wintor
will sco tho largest industrial action sincc beforc Hitler, as 4% million wagc
oarnors dofend their living standards. Willy Brandt's movcs towards dotente

- with Eastern Europo arc not cntircly unconnected with changes in the balanco

of intcrnal political forces. A regent Times lcader cxpressed concern at the

inability of the French government to maintain tho demagogic national image,
“and thc danger that tho social forces bohind left-Gaullismc will transfor
their allcgiance to a by no mcans improbablo socialist-communist alliance.
Even thc Socialist International, not oxactly notcé?fggciggsgupport of working
class unity when onc side of that unity was the communists, has rccently been
movod by grass roots precssurc to tako a morc hopeful attitude. Theroform onc
must not confusc the nced of monopoly for the destruction o? democracy, with
its ability to got it. Fascism is a possiblc outcomec only if tho popular anti-
monopoly forces do not unitec in time on a‘common anti-monopoly programmc.

This brings us to thec third possibility, thc EEC transformed onto a basis
of national-dcmocratic planning and owncrship at homc, trédo and tcchnical co-
oporation in the intcrnational fiold, alongsidec a continuing political dotente
botwcen East and West.

May I bcgin this final, and most. controversial scction, by attempting
to develop, in what I hope is a creative way, the latent possibilitics in Len-
in's concept. It might scom at first sight that its content has alrcady bccn
fully oxhausted in thc two polar oppositics wec have considered: gither tho -
EEC is impossiblec, or it is pcesibloy but rcactionary.

Rather morc refleection rcveals how carcfully and concreotely Lenin poscd

the problom. Ho did pot say simply: It is cither impossiblc or rcactionary.

Ho qualificd that conclusion by limitced its spherce of relovance to "under cap-

italism". That makecs a world of differcnce « and not the differcnce which will

(]
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occur immediatoly to anyonc accustomed to thinking in fixed and always mutuall-
y oxclusive catcgories; namcly that '0f course that unity is possiblcy without
being roaétionary, under socialism'. On the-contrary, the diffcrence it makes
is ono that would occur to anyone who a) understands that bptwoon capital-
ism and socéalism lics a process of transition, of.bordorlinc phenomona, -and
b)(applying that undcrstanding concrctely, historically, to the presont) cgam-
inos whether thc term Yunder capitalism'! (which was rightly applied by Lenin
in ;2;§) fully oxhausts contemporary rcality. I suggest that it does not, and
does not in two reospects. First, the gxtcrnal cconomic and political onvironb
ment of'fho EEC is quite diffcrent from any that coxisted in 1915. It is certain-
ly not wholly,; and probably not cven dbcisively, under capitalism. It might
scem too obvious to montion that this has crucial implications for thc oxtern-
al rolations of all - and especially Europoan - capitalist powers, wero it not
that somo discussioﬁs on the loft procede in ignorance or wilful omissiqn of it.
Capitalist practiéo, on the other hand, shows that they arc far from unawarc
of it. Loavihé asido political and military rclations which wo have alroady
touched ony, it can be scen that E-W trade and tochnical cooperation, while
still small in relation to tho total trade of cithor side, arc growing (Boct-
ween 1960 and 1968 world'trado as a whule grow by 87%, E-W trade by 121%.
Onc indication of this is that over the samec period 'the Moscow Narodny Bank's

advancos grew scven-fold ve.Quartorly Revicw Autumn 1969. The UN Economic Surve-

ey for Europg 1968 pp.45-46 notes the growth in E~W technical cooperation,

For countrios moving into cconomic crisis, cspccially in chemicals, machincry,
or stoel,; cvon marginaly if sccurc edditions to markcts arc not unimportant
in a boggar-my-necighbour world. It may be that thc fashionablc obsessions
with aggregates and quantitics often obscures the qualitativo importance

to this or that country of a particular type of external reclation in which

socialist countrios opecialiso. cf. o.g. UN World Economic_Survey 1963 Pt.I.

Trado and Dcvelopmont Necds and Policics CSpe pP.276-83.)
It would, thercforec, be quite unrealistic, in discussing perspectives,
to omit ttho question of actual and potcntial cconomic rolations with a part

of tho world's cconomy which accounts for about 2/5 ths of world industrial

i . -
LI .
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productiony which has morc rapidly growing intcrnal markcts than capitalism,
togother with pricc and monctary stability. The law of the incrcasing intcr-
nationalisation of cconomic lifc is onc which ariscs not out of the conditions
of capitalism or socialism alonc, but out of thec contemporary growth in the
social character of production common to both systems. For 25 years therc have
bocn poiitical, cold-war, obstacles to the growthof spccialisation and cooper-
ation basod on E-W tradec. But with growing political dectentc, onc may cxpoét
trado conncctions also to grow. For the smallor and woaker countrics thc E-U
conncction is an increcasingly attractive altcrpative or supplement increasing.
their frcedom of manocuvro at a times .when the threat of monopolist domination
from outside increascse In rclation to the giants of the capitalist world some
of the EEC members arc quito smally and others, oven Franco and Italy, arc not
yot, despitc all Heath's hopes of a Europcan supcr-power, capablc of resisting
unaided, on a capitalist basis, thc extornal pressurc and intcrnal penctration
practiscd by the United = States.

| Thd sccond differenco betwcon 1915 and 1971 i%?tho internal balancc of
forces within individual EEC countrics. In respoct of forms of property owncr-
ship they arcy, of coursc, capitalist countrics - or, more preocisely, they are
countrios whero "statcemonopoly capitalism" operatcs. This is an important
distinction. I do not wish to reopeat here the very detailed analysis of that
stagec of capitalist dovoldpmoﬁt which I put before our confercnce last ycarg
but it is nccessary to refer to two of its csscntial featurcs: First, that
statc intervention in cconomic life had olcvated what werc formerly cconomic
questions to the status of political quostions; Sccond, that the anti-monopoly
political forcos are stronger than at any previous timec in history, and if.thoy
usc their unitod strength in the political ficld, maintaining and ecxtending

g%%oggg%iglgorms of control over the decisions of the statc, then there does

ariso thec possibility of ncw, transitional forms of production rclations

within the individual EEC countrics, and ncw transitional forms betwcon the

scparatc EEC countried, and betwcen them cither individually or colloctively
with the outside world. It may bec suggestive if I point to the possibilitics

of transtional forms which Lenin saw in a period of acuto cconomic crisis in
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Soptember 1917. I say suggestive aéhisoély, bocauée it is th; principle in which
I am concernod, and of coursc principlecs have to be applied creativo;y to now
conditions. The EEC countries arc not agrarian Russia, nor are they in tho
middlo of a war, nor, again, have they just ccased to bc open police statos
without traditione and institutions of logal democratic agtipn, nor arc they

surroundcd by a pure capitalist world. But if tﬁ@?@%ﬁ%%%l problem for the |

pcoples of the EEC is how to find domocratic forms of production and oxchange

rclations which will facilitate tho internationalisation of economic life rc-

quirod by modorn productive forccs,; as. against the reactionary-burcaucratic

state-monopoly forms of tho "intcrpenctration of Europcan capital" and thc alle

iod supra national forms of political domination of stronger over wcaker capit-
alisms, thcn Lenin's contrast betwecon the 'rcactionary=burcaucratic' forms

of state control and ownership (without which not even thc monopolists can hope
to provent anarchy in modcrn production), resulting in opprossion of the pecople,
as against the 'rovolutionary=democratic' forms of state control which could
liberate thom, is a very reclovant onc. (ve The Impending catastrppke and how

to combat it. . Leoning Collocted Works Vol.24 csp.ppe356FfF.) Tho word revolute

ionary has boen so ovcrworked of recont ycars, with some danger of discredit-
ing ity and of frightening poplec away from courses of action which fully corr-
espond with théT??g%%ggosts and aro, in that scnsc to them not'rcvolutionary

at all (The letter of opposition of four Cambridge Law Profocssors to thc Compt-
on roport is in fromt of me as 1 write - an opposition thch is required if
consistent bourgeois democracy is to bé maintainecd) that one wishes to use it
with care. Tho implcmontation of policies of full employment, stable and plan-
nod foreign, trade betweon countrics on the basis of cquality and mutual self-
interost, national owancrship of national resources for the nation's bonefit,
arc not, on the face of it, revolutionary moasuroes - in the sense that they
command mass support, and, indeed, evon{tho monopoly capitalists may pay lip-
sorvico to them. But presumably most of us are socialists becauso we bolicve
that capitalism is incapablgbof their consistent implementation. Hence tho
struggle for their consistent -application is the first and necossary stage

in the creation and cducation of thg7§grcos which alone can carry through the

transition to socialism.
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The words 'mass' and 'transition' (scen as a prodcss) are not, I knouw,
popular concepts in some scctions of leoft thought. As to transition, may I cone
clude my argument on this note of summéry. As divisions in the EEC grow, their
hoaling in tho intecreosts of monopoly aapital requires a move towards rcaction.
That reaction will succeed in dividing popular forces unless somoc cohorcnt,
unifying alteornative is offered. As we have showng that alternative porspPective

" first, e
must takec account/of the roquivﬁcnts of modern productive forces (since onc is
hardly going to win mass support on tho basis of an autarchy of back-yard ind-
ustrics); sccond, it must takec account of the actual stage of the internation-
alisation of cconomic life alrcady roached in the EEC ovcr the last 14 ycars,
and its effccts upon the productive structurec and ecxternal relations of cach
country. It is no good to say "Well, if I worec you, I wouldn't start from hcro".
The progressive forces of Eurcpe have no cheice. Here and now is where they
must start from. In the actual, alrcady oxisting, extcrnal relations of the EEC
countrios we have pointod to growing points, which, if laid hold of and support-
cd by the united strength of progressive forces, van become not meroly the min-
or aspect of those rolaticns, but tho major and deccisive aspect. This problem
is posed historically in a conteoxt in which therc is alrcady supportcd by many
European governments a Europdan sccurity conferencce which could consclidato
and dovclop furthor bhe limited political detentc already achicved. In a boetter
political atmospherc the guestion of a wider EEC, to inecludc socialist count-
rics, is the logical cxtension of tho oxisting expansion of trade and cooper-
ation. In that context thepresent ncutrals could alsc join. Opposition to such
a perspoctive can come only from thosc who wish to kecep the EEC as an instfu—
mont of cold-war. Finally, to the oxtent that oxternal econo%gg/ig%&gigg% bog=-
in to be transformed, therc cmerges increascd freedom of manccuvre for the pro-
gressive forces to traesform the intecrnal production relations in an anti-mono-
poly direction. Concrctely, the ability to naticnalisc monopolics on onc's own
socil, whethor they be forcign- or domestically cwned, without succumbing to
the disruptive lcoveorage that can be ... exerted by them through their link-
ages with mother or daughtor companics abroad (to say nothing of their linkag-
os with governments abroad) increasecs to the oxtent that those linkages aro

no longer indispensablce,
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So, in this way, tho intoraction of '‘extornal and internal production and
oxchange rolations provides a dynamic mechanism of transformation of both.

Unloss I have misunderstood much influontial socialist writing in France
and Italy, tho concepts of 'demccratic avanc&e! and of 'structurél change!
woro propoundod therc (at lecast initially) primarily in terms of changes in
the intornal production and class rolat ons. But thoy can be oxtended, in the
‘manncr atiempted here, alsc to oxtornél relations. Extornal relations, which,
~ under their statc-monopoly-capitalist form of thec coxport and iﬁport of «a
. mohopoly_capital aroc acting as a fetter upon intcrnal progrgss; can bo trans-
formed intp 'forms .of devclopmont! which accolerate that progress.

One addendum. I have assumed throughout that we arc concorncd primarily
gifh short-torm perspoctives and policies. The law of uncven oconomic and pol-
itical dovolopment of capitalism continues to opcrato. Ono cannot.rulo out
that thc struegle for domocratic transformatiqn may take placc in cnc or more
countrics so that a transition to socialism is cffected theres If that happens
.clearly the possibilitics for a further, even qualitative, change in tho relat-
“ions betweon members of the EEC increase markedly. But then the cmerg-
ecnce of even a single socialist country in Westorn Europe would be an evont of
such profound implications not merely for Europec, but for the wholo world

dovolopment, as to be not properly within the scope of this papor.

November 1971. R.Bellamy. _

PS4 note on tmessest.(in a morc light-hoakbedvuédn).Thore is in physics a
formula, I beolieve, in which Energy is rclated toc Mass and Velocity by the
function EQNUZ. I wonder if I might advance Bellamy's law of The effec#ivenoss

of. social movements. Lot E bo offectivoness, M bc Massy; . i be an index of

" idoological clarity, and O be a factor of Organisation. Then E=m01, s.



(21)

THE BRITISH CRISIS AND ENTRY INTO EEC

Andrew Glyn*

Any assessment of the effects of entry into the EEC on the present
crisis in British capitalism must rest on an analysis of the nature of the
crisis in Britain and on the situation in the EEC. This paper is confined
to a brief discussion of the immediate reasons for the British crisis, of
the current situation in the EEC and of the immediate effects of entry.

No attempt is made to give a long-term perspective.

At the heart of the crisis is the disastrous decline in the pro-
fitability of British capitalism over the last six years. The share of
profits in the net pro?u t of the corporate sector fell from 21.2% in
1964 to 12.1% in 1970, 13 Despite determined attempts to reverse this
decline, including an unparalleled spate of redundancies and accelerating
price increases, the share of profits did not recover at all in the first
half of 1971. To this fall in profitability has been added stagnation of
production deliberately engineered by the government as part of longer-
term strategy to reverse the fall. Thus investment and the longer-term
competitiveness of British capitalism have been hit between the last
quarter of 1970 and the second quarter of 1971 when manufacturing invest-
ment in real terms fell by 10%.

Some people believe that the fall in profitability has resulted
from firms being slow to wake up to the fact that their costs have been
rising faster. The implication is that firms could have raised their
prices sufficiently to restore their profit share and presumably will do
so. This view, as well as being inherently implausible, is contradicted
by the facts. For if it was correct, the profit share would fall when
there was an acceleration of wage cost increases but would not fall further
if wages went on rising at the new higher rate. The evidence for Britain
is, however, that it is a high rate of money wage increase, and not just
an acceleration, which causes a more rapid fall in profitability and this
suggests that firms have been unable to push up prices sufficiently to
offset cost increases.

The basic reason for the failure of British firms to put up prices
has been that competition prevented them doing so, and this competition
has come increasingly from overseas. In fact, falls in the British
profit share have been greater when world export prices have growm slowly,
relative to costs in the UK; that is, in those years when it was most
difficult for British firms to push up their prices on exports and on
import-competing home sales. Conversely, the profit share would have
fallen faster in 1970, with the very high rate of growth of wage costs,
ha¢ world export prices not risen steeply. As international competition
inéreased during the fifties and sixties, with the fall in tariffs, so has
the share of profits in Britain become more responsive to the rate at
which wage costs at home rose, relative to world export prices, and this
has caused the faster decline in profitability since 1964. Even the 1967
devaluation did not enable British firms to recoup much of their falling
profit margins by pushing up sterling prices faster than costs. Foreign
firms in some instances preferred to lower their dollar prices after the
devaluation in order %o prevent British firms gaining any competitive
advantages, and this reduced possible increases in
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sterling prices. after a particularly rapid fall
'n the UK's share in its export mawizets between

064 and 1908 devaluation sugollised the share in
1969, but in 1970 the lall resumed as wape costs
grew faster in Dritain then in most other ma301
exporting countries., By 1970 the UX's ggure oi world
nanufactured exports had fallen to 103%; <©this was half -
the 1954 share and put the UK below Germany (20%), -
o U8, (A9%). 20l Tepon (113%). e an exporter,

e e e

arsivo Af{_g..fl(fi'}’jfl' arid 10 Hrovw _};(_) w\r_:{j,m Py

0l & oo hosed :
e The importance of inter ﬂuﬂl&n&l @Qmp@ itl@ﬂwis
“obvious twhei ﬁhé‘ﬁajﬁr*banxruﬂb01cs Cor+hear-bankrupteiesg)
are cxamined; Roll Royce faced 'ifitehAséi competition
from Pratt « 1& yltney UCS from uboanOQe shipyards;
Lines Bros. from US toy manufacturerns and BSA from
Japanese motor-bike malkers. _gain;'althOugthhe‘fall
in DEOlelolllty affected firms in noarl“ 211l the muajor
industries,it wus those most exposed to intern.tional
OomputlEWOﬂ which did worst: by 1969 profits had more
or less eveporated in ametol manufacture, uhlPui pDlanes
and cars where cowﬂotltloﬂ Wa.s pb¢tlculo“l intense
and in which Dritish firms were neither oaLtlculurly
strong (os was ICI in the chemical 1nauq%ry, or heavily
pvotectea (like sections of the textile industry).
By 1971 the pnrofit situation appoarea to be deteriorating
seriously even in the chenicals industry and this was
also true of the paper industry'thCh nad been more or -
less unscathed up to 1669 but wee by Tthen under pressure -
from Scandinavien producers. a

One factor not so far mentioned as a cause of
the decline in the profit share in the UK is the stagnation
of output. It 1s widely belleved tuat, to quote the TUT:
"a recovery of the economy from its nresent .under-
enployed state would.....help both merzins and
tOEAl pJOilto. (2) ~

SEaFTo Aaii ﬁ& 1f,prue tht pr it maw 110 “would benefit £er
‘ be”cprcadnovefx

on expaiision “since fl;éd”co*b“*would
more;outout and unlt labour cos ts ﬁouldQBeyrodveed
productivity ros But ohe majoir gource, of ‘pigsing
producL1v1ty in}?rev1ou e:pbﬂs¢01s,'ﬂamely tne nodrrding

of lebour by firms when dewend wvas temporarlily lou,

is likely .to be very much smaller tuun ﬁrcviously as

~the severity of the profits sgueezé wnd hc proloxﬁed
recescion has cauged firms to pare down their labour

forces to & minimum. Some rough estisates sugiest that

only about one sixth of The £all 1n the profit shexre

between 1964 and 1970 should be a ttributed to the effect "
of the slow growtn of output on fixed costs and productivity. -
This implies that reilation would do relatively little
in the way of pdlﬂ“essly restoring proiit margins, by
lowering costs. :

HOTES  * ; . . ' .
HOTLS Stagnetion nas of course reduced the rate of profit
more than the share of profits by leading to
excess OGClty.
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Nor ig it likely tThet a iaster g;owbh of demand
in the UK alone would meke it eagier for British Iirms
to raise prices faster. Zstabliched firmsg in a market
do 1ot uSLﬁlly undercut cacli other wihen demand in vha
market falls off ~ such competition between OllgOpOll”GS
is selfi-defeating. Rather 1t is wihen the stagnation
becomes world-wide thaot it tends to ourengtubn inter-
national competition and lead to lower proflits. FHirms
with excess capacity are impelled toinvaede new markets
by cutting prioes. The resulting falls in profitability
mekes the scramble for markets more desperate.® 8o
while at the level of an individual country international
competition is (together with successful demands for
higher money wages) the cause of the profits squeeze,
2t Ttae level ol the capitalist system as a wnole 1t is
azlso an effect.

The position of tThe Common Market countrics

An examinetion of developments in Tthe ZEC countries
reveal the seme tendencics as are apparent in Britain,
though obviously their strength varies greatly from
country to country. Looking at the period since 1950
the sh-re of profits hes Tallen wmore in the UK then in
any of the ZEC oounurlvuﬁ though a distinct downward
trend is clear in the Jﬂthﬂrlduds, Belgium and Ltaly.
In France and Germany no clear trend 1cher ey can
be distinguished for the period as a whole. ** But for
all these countries there is a marked tendency for the
profit share to fcll relotive to trend when money wages
in the country rise »narticularly rapidly relative
to world czport price The tendency for whe UK profit
shere to be squeezed Detween money wage increascs and
internctional competition iz a gogeral phenomenon, and
an increasingly important one.

The carly sixties marked an importont turaing
period in a numﬁer of convinental countries. The nos®t
obvious case 1s Italy wiich in the 1950's had been caught
in an e;oehtlonally virtuous circle from a capitalist
point of wview - high unemploymemb kept wage increases
down and allowed ngh profits end capitval accunulation;

i *

NOTHS : Thus it is generally agreed thet the fall in the
volume and profitability of dJa Apanese exmorts to the US
resulting from the appreciabtion of the yen will preatly
strengthen the Japanese sales eifort in surope.

L
Assessing trends in profit shares is difficult
in the MurOpedn countries since (unlike the US and UK)
no data 1s available for the corporealte sector, ond the
istribution of the national income as & whole is
oonLused by the large, but falling, size of the self-
employed sector. The statements in the text are bhased
on an aneclysis taoking into account self-employment;
some raw data is given in Table 1 attached butv should
be treated with caution,
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rapid increases in productivity increased competitiveness

and so kept up demand (throush growth of o“poLts) and

profits. In 1962 and 1963, however, wage increases

accelerated from about 7 p.a. to 19% P.a. and the

wage ratio* in manufacturing rose from 53.5% in 1961

to 65¢% in 1963. CECD attributed thic wage explosion

to falling'unemployment and what it de‘icately called

a 'chenging social and polivical climate! .(3) 1In

any cvept the authorities responded by pr actically

douolln" unenployment and a¢unougL a SlOulﬂ% down of «
ge increases ollowed some lcotO'athﬂ of profit

M““”lps industrial investment never regained its previous

nem} when output expanded again. The respite wuu

short-lived in any event for the strikes of the 'hot

dUbUln' of 1969 colmantod in another wage ex31051or,

similor in size +to that of 1962/6%, since when the

profit share has fellen back ajoin very substanvially

and industrisl production has receutly been dropping.

In Germany the achicvement of near full employmeat
in 1960 was grceted by a wage explosion in which money
wages grew by 15% Deaes 1n¢t1ullw the effect on proiits
rae limited by very rapid uroduc*1v1ty increases but
in the next year produ0u1v1tr grew nore slowly and a
9. revaluation of the D-Mark also reduced the extent
to which German firms could offset these cost increases
with hizher prices. The wage ratio in manufaciuring,
having drifted down for several years, rose from 5%%
in 1960 to 63# in 1962. 4 gua drupllng of uncmployment
by the end of 1067 succoeded in reducing wage increascs
to only BA D.a. and by 1969 labour's share was little
above its 1960 level vhile investment was well ebove
its p“@Vlous peak, After wildcalt striltes at the end
of 1969 there was another wage cxplosion (with increascs
of almost 17%). It combined with the D-liork revaluation
of 166S to produce a p“oflus squeeze 'of unprecedented
severity' (4) which saw the wage ratio (for GDP)
rising by 14 poiats in 1970. The further appreciation
of the D-Mark in 1971 resisted by Ge rnan capital with
2 'desperate and determined campaign'(5) has meant
further profit falls in 1971 and current predlcclons
are for a fall in both oubput and investmeat in 1972.

In Belgium, and more palticu“ﬂrly the letherlands,
where the wage rabtio in menufacturing rose from 5% 1in
1960 to 605 in 1966, vhe o“rlj sixties saw en intensi-
fication of the trend in the distribution of income
towards labour. This followed substantisl accelerations
in wage increases in both coumtries; in the MNetherlands
after the sove.mment had withérown Irom very active
interference wlcl wage O‘r”“lﬂLuu. The itu:tiqn was
more or less stabilizsed in both countries in the lavcr

[ s e ——

HOTES:

The waze ratio is the ratbtio of wages to uollt.
1t docs not measure labour's sghare because of scli-
emoloymbab but changes in the Uago ratio give a
good 1doﬁ of changes in lobour's share in thc short-

run.
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gsixties but profits have cgain cowme under pressure in
the lest year or so though Delgium is the oac country
in the E2C (or indeed the cepitalist world) where
industrial production has rccently becen growing really

rapidly.,

In France the increased competitvivensss from the
devaluations of 1957 and 1950 seccured an c¢xport-led boonm
and an increased prolfit share; a big expansion ol
investment followed. Jege pressure increasced in the
carly sixties, but The authoritics respondecd by a
defletion which saw & trebling of uncmployment between
1964 znd 1968 and the preceding gains in labour's
share were erodecd.

The wage increascs after the ilay events were
substantial (around 10%), but not spectacular, ond
their effect on the profit share was neubtralised by a
policy of ranid expension of oubtpubt and productivity -
lobounr's. share rose only very slightly in 1968 and
not at all in 1969, A 115 devaluation in sAugust 1969
probebly allowed profitability to be maintained in
1970 despite continued wage pressure but The policy
of exponsion was moderatved. Recently the growth of

production has slackened and uncemployment has been
rising. Fresumably profits have been reduced a bit

in 1971 as the slowdown in »roduction became general
in the capitelist countries. Bubt it remeins true that
France has suffered less in the sixtics then tixe other
ZEC countries from the gencral tendency for proilits

to be squeczed. Readiness To use devaluation as &«
weapon for attecking working class standards of living
and increcging profitebility undoubtedly helped., It
is not surprising thercfore thot the French are stoutly
resigbing pressure to let the franc float upwards
thereby sccuring a de facto devaluation cnd increassed
competitiveness vis a vis German Canital.

T

This very brief outline of trends in the &L
countries discloscs a fairly clear patterm. 1Increasing
wage pressure in the carly sirties, colnciding with
heighted competition as tariffs fell, sdministered a
blow to profitahbility and accumulation. The capitalist
response was deflation which to some cxutent masked the
pressure, but it re-cmerged apain inthe late sixtics
and this time was rencrally less responsive to rising
unemployment. An cxaminiation of trends in public
expenditure znd toxation shows that governments werc
also vlaying en increasingly imporxtant role in
meintaining the cxpansion of demand in the sixties
as compared with thc fifties, This is a reflcction
of the blow to capital accumulation acdminisgtered by
the adverse prorit trends (most obviously in the case
of Italy). But the incrcascd importaence of public
expenditure cannot resolve The contradictions between
capival and lebour in the struggle over the distribution
of income, so Keynesgian wezpons are increesingly being
used in reverse in order to create unenployment.
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T =T %h prof 1u90l11by end accunulation threatened the

nrosgpect for mainteininz the tremcndous POBU—aT

£L

C"?“ﬂSlOﬂ in the Z.C are jeopaerdised. BHBubt this will
not improve Britoin's chances in the HiC for coumpetition

for a.rkcbu will be tnc more feroclous cnd Lritain,
25 ‘the country where nrofitability has becen most
seriously hit, stends To suifcer wost.

The effcets of catry

It is guite clcar that cutry into the LEC will
reduce rcal living standurog in Britain in the short
run., Lood will be more ex v_,sive, lcaving less
Tvesources for other Types Ol conguwipition, and financing
the Dritish contribucion to The Community'e budget will
alco reduce rceal incomce. ﬁoroovor a devaluation is

likely to cope with the cogts to tue balance of nayments
of cutry ﬁ”?"LCdLule it sumbtantial progress voirards
Full “olodm nt is acuiicved, Teling the Ttotol of these

cogts to Jb about JoOOu (a :‘>"0ugolc compromise betircen
the cstimates) (6) then private consumption as a whole
204 hoe rige in food
e

zrould be reduced by 2%, Sut siacc
prices will hit the worising closs ;f;ujculbrlj, and

since a successiul devaluction will also ;ou;,bflouue
incowe from lobour to capsital (wulCﬂ isg morce or les

wnat restoring the UK's competitivencss Muupu> the offoct
on mcal wazes 111l be wmuch cater than 2%.

Benefits for ~ritish nﬁugury, according to the
1871 ihite Fepcr (7) on provoscd entry into the EBC will
arige from:

"opportunitics opencd up by the crcation, ot the
ﬂnd of tht¢ transitional period of a permsanent,

ssurcd, and greatly PﬂlJLng market. Meaufucturers
"73.50 OOV“‘tld" in a 'domecsztic market! perhans
five times as l.rge as at prc"ont in which teriff
barricrs caﬂnot be put up ogainst them hovever
Hg;lmjhev do." (r‘ra 44y T

"...for “dvuncoc industricl countrics
favourable eaviroanment 1s one wnerc ﬁHDLOUo are
large end are frce Lrowm barriers to ©
Through increosed competition vhey foster the

£L
more erficient use of Tesources over e wuide
arca of incustry and  help to check The tro:
towards monowoly positlions on tie part of large

scalc OTEoNiSations....." (para 46)

TMhe sbolition of teriffs and the conscouent
incrcase in intre-trade woere accomponicd by
important chcages in The vaL”'MLJCO of
menufecturing industrics in the Zixx cowntrics.
Those 1ndu<u;1cs whicu compeuved with imports
ldCCd on iatensificati _ competitive pregsures

G“ILLQ lpll

cii G0 scell iays of
cducing costs. ™ (para 50)
(my cphasis) .
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The s1oke cn of the British copitalist class
secm to agree with this optimistic asscsgnent, Judging
by Their full poge advortiscmente in The Timcs., DBut
analysigs in the Fress SuSTCQUS thot many Industrie es,
such as domcstic dOUllaﬂCCu, nacaine tools cnd newsnrint
will suffer. The liechanical ing nocrlng Confcderation
'tafies the linc Cl T while it agrecs vhoet Oritein should
enter the IZUC it belicves ucmbofUQLp would bc painiul
for some soouorsc There ie 1ilkely to he a polarisation
between those conpanics which are in the first league
(vorld class) for thelir sgpeciality....which will pencfit
and the rest will suffer.! (8)

The readinces with which city figures put their
signatures o pro-iiC advertisements suunorts the view
that "whatever hoppens to the Lu"llng ercuange rate
the City of London cxoeccts to SMLH ifrom Oommon rarket
nemnbership™ (9) though there are worrics taat the creabion
of a monetary union in Burope might lead to tighter
official control of sritish banhs LuropeLn business.
What it is intecrcsting is the rccognition that the
City's prosperity docs not depnend on sterling rescrve
role. One lcading City merchant banker writes
"It has not been the City that has cherished
illusions - if there wexc i1llus 1onu ‘oout
Otolllwﬂ's TCHEOTVC cuArbncd rolc, or indecd

obout The oxchay 15C to;...Jno City's interest
was, ond still fbﬂu*JS only in heaving Tthc maximun

freedom Irom controls ﬁnﬂ, if posgible, a stable
currenecy, @ad not in any particuler exchange
ratec cpaingt other currcncies or in any »prcstige
wiich might be derived from sterling's use as an
official reserve currency.' (10)

Thus friction betwecn industriel and banking
capital over the cxchange rate scens to be lessening,
but British industrial capital will need to be able to
svand up to stificr competition if it is to survive
cntry into the Common llarket. (and in the short-run at
least this competition will only be nade wmore intensc
by whoe fact that the EEC countries are disgplaying the
same tendencics as Britwin) The part played by foreign
competition in precipita clng the present crisis in
Sritain mokes 1t asbtonishing that Sritish copitalists
should wclcome yet wmore compebition. In addition the
initial advcrse cffects on cal wages, involving a
transficer to forcigners roticy then o British capital,
will melze it all the mowre difficult for Lritish capital
to sccure the trensfer from wages to profits nccessary
to restore profitenility. OalL if increascd compptlblon
within the ZEC cun successfully be used cg an argumecith
for accepting modercotion in vage denands will entry
into the EEC do enybthing to rcestore Bwritish capital's
position.
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ete., are dicscussed in

Froblens of neasurenei
if Wew Left Jemed March/

L. Glyn and R, Sutcl
April, 1671,

©
Ffe

The CGuardien, 7.7.71.

OECD Survey of Italy, 1964

OECD Economic Outlook, July 1971,

The Tiues, May 1971.

Sce M. Millex Netional Institutc fconmomic Review,
August 1971.

The UX end The #uropcsn Commumities Cmnd 4715

Analysis of the ceffccts on individual industries
will be found in The GL"rdi;n, Se'lel T,

Financial "imes 21.7.71 and lnvestors Chronicle,

2T.5.71.

P, Oppenheimer in The Pound inte, Zurope, London 1971.

3ir C, Xleinwort in The round inbo iurope, London 1571,
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Note Out»ut 1s ;ross of depreclation in every case, and it is domestic output, i.c.
excluding income from abroad. In Tthe case of U.X. and U.3. it is nct of stock
apopreciation; for other countries Therec ig no mentlon of stock anpreciation and

it is assumed that output is cefined nct of stock appreciation.
“tio is waZes and galeriszs and cmployerg! conteibubions to social rzeeuricy

G
2

~tion of ov““1b.

d U.I. corporabte sector emcludes fincaclal compenics,

Sources Series of shares in GDP are =211 from 0ZCD Iational sccounts 1950~-68 supplemented
C'

T vy OZCD_country surveys.
U.K.: Hatiomal Income 3Blue Books (1970 Tabhles 13,17,64,65)
U.8.: DUTVGJS of Currcnt Business (= olos , 1.15 ete.)
Germany: len-Stetisches Jahrbuch, Table I 4
Itely: lien~-innverio Statistico chll ano 19 Table 396 anc¢ Netional Accounts 19510-
dJapan: Men: in:lysio by 3enk of Japan of 755 of large firus
Netherlinds: Man-Statisticel Yeorboou Toole
o Sweden: Xindly supnlied by OECD Eationsl asccounts Division
L
Interpretation limecept for U.X,, U.S. and Jzpanese nmanulfacturing, sblf—cmbloyment compliceates
caﬂparlsons over time since increcsziag i“portEdce of wa e carncrs tends o
push up the wage ravio rogerdless of changes in The rel tionghin of wages

to profits.
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TiBLE 1
Jdage Ratio in Cenitalist Countrics

Count Seetos 1950-5k 195550  1960-Gh 196k 1985 1966 1957 1968 1969
U.X. Corporete €3.5 70.2 71.7 71,4 72,0 4.7 73.8 74,8  76.9
Manufact., €4.9 7.6 69.2 69.3 70.4 721 71.2 72.9 75.3
U.S. " Corporate €9.0 71.7 714 70.2  69.1  £9.4 70,4  70.5 71,7
. Manufact. €9.2 70.7 71.5 7Of2 63.8 69.3 70.8 0.8 72.2.
Frence - G.D.P. L H8.5 52.5 53.2 SH.7 5.9 54,5 54,4 55,0 54,8
Gerweny ~ G.D.E. £2.0 5%.8 56.2 - 56.9  57.4  57.9  57.8  57.5  57.5
Manufact. -€0.5 60.3 51.5 62.1 62,1 63.7 55, 0.5
Ttaly : G.D.P.(q)(q) 43,5 45 .4 49.5 52,6 52.0 31,3 51,6 51,9  51.8
Momufect. £3.5 57.8 62.2 65.3 562.8 0.5  6%.4 62.5 63.7
5
Jopen G.D.F. 55,720 4509 45,6 46,0 4B.A4 4B.2 47,2 46,4 46,7
Manufect. _ -

(Qarge companizs) 59.6  41.8 41,0 40,3 41.3 40,9
Netherlands  G.D.E. 49.8 50.9 54,7 57.2  53.1  60.1  59.4 59.8  60.4
Menufact. 54,6 55.6 €0.2 62,5 62.86 64.5 65.6 65.4  64.2
Sweden Manufact. 66.5(2) | 57.1 70.1 69.4- G6S.3 70.9 71.0 5.9 5C.0
Canada 3.D.P. 55,4 57.5 58.6 58.2  59.2 60,0 61.8 61.9 62.8
3elgium 3.0.P. 13.403) 50,3 52,9 S4.4 55,2 56,6  56.7 56.8  57.0

(1) 1951-54

(2)  1952-54

(3)  1953-54
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EUROFEAN INTEGRATION: CAPITAL AND THE STATE.
INTRODUCTION.

This paper arises from discussion in the Warwick CSE
group. Hugo Radice was responsible for writing parts I, II
and IV; Sol Picciotto for parts III and V. Paul Davies, Jim
Kincaid and Alfred Sohn-Rethel took part in the discussions
also. We feel conscious that it is really only in draft form,
and requires a good deal more development, particularly in
integrating the different aspects, and in bringing the analysis
down to a more concrets level. We hope to produce some short
pieces on specific aspects of European integration, which will
be submitted for the next issue of the bulletin; and references
in the text suggest sources for a great deal of empirical
material which we did not think it worthwhile simply to
reproduce here. Facts, if treated like statistics, can prove
anything; their qualitative implications can only be drawn out
within a theoretical framework, which is what we have tried to
present.

Our problem 1s posed by Ernest Mandel as follows:

"The growth of capital interpenetration inside the
~ Common Market, the appearance of large amalgamated

banking and industrial units which are not mainly the
property of any national capitalist class, represent
the material infrastructure for the ecmergence of supra-
national state organs in the Common Market."
(International Capital and "Supranationality"),

, Socialist Register 1967, p.31)

Part 1 sets out some relevant aspects of the changing structure
of the capitalist mode of production in theoretical terms. In
Part 2, Robin Murray's lead is followed in sctting out in some
detail Bukharin's approach to the problem; part 3 deals with
the contradictions created in the role of the state by the
internationalization of economic life; part 4 looks specifically
at the situation in the EEC and Britain today; part 5 suggests
some implications for the socialist movement.
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I.  THE CHANGING STRUCTURE OF THE CAPITALIST MODE OF
PRODUCTION,

"This dual structure, firm and market, which
develops on the basis of the relative autonomy

of the different types of capital which constitute
the mode of production, is nevertheless unstable,
‘because it is endlessly called inte question through
the capital accumulation process, resulting in con-
centration and all its corollaries: falling rate of
profit, growing realization problem given a market
which can no longer carry out its function of
regulating production.... a new organization of the
mode of production becomes gbsolutely vital"
(Christian Palloix).l

It may seem unnecessary, or even presumptuous, to set out
the relevant aspects of the development of the capitalist mode
of production, but in our experience it is necessary in order
to clarify a number of points at issuc in the current debates
on the internationalization of the social economy.

"Capitalist production is distinguished from the
outset by two characteristic features. First. It
produces its products as commodities..... labour
~appears in general as wage labour.... The characteristic
(1) of the product as a.commodity, and (2) of the
commodity as a product of capital already implicse...
a definite social proccss through which the products
. must pass and in which they assume definite social
characteristics; it likewise implies definite relations
of the production agents.... The second distinctive
feature of the capitalist mode of production is the
production of surplus-value as the direct aim and
determining motive of production. Capital produces
essentially capital, and does sc_only to the extent
. that it produces surplus-value."?
Capitalism is thus commodity production: products, and the
labour that goes inte their production, acquire social meaning
by becoming commodities, by entering into an exchange process
in which use-values are transformed into exchange-values and
thereby become socially commensurable. In addition, the
relationship wage~labour/capital, the fundsmental social
relatiodrship of capitalist commodity production, invelves the
subordination of the labour process, and the workers incorpor-
ated in it, to the hierarchical authority of capital, and the
capitalist, whose logic and raison d'etre is surplus-valuc as
additional capital. Hence accumulation of capital is inheront
in the mode of production; and since it can only be accomplished
(surplus value can only be realized) through the anarchic
exchange process ~ through thc market operating as an
"ovorwhelming natural law" on the capitalist -, then competition
is its incvitable concomitant.

In distinguishing the production process as such,Aas the
application of man to nature under the rule of capital, from
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~the cxchange process; as that which makes prosuetion.as such
Social, we thereby distinguish production of commoditicg from.
their circulation under competitive capitalism; this leads to
the distinction between industrial capital (production),
commercial capital (circulation of commodities) and banking
capital (circulation of capital): and "in the circulation of
capital and of commoditics taken togcther consists the circu-
lation of monoy." 3 At the same time, it implies the
structural distinction between firm and parket. The threce
spheres of capital are relatively autonomous; what links them
are the activities of firmms in markets.

Although the market reflects the rolations of production
in acting as thc social logic of the system, it also reflects
the development of the material forces of production, in
organizing the social division of labour betwecen the production
units. At the same time, the firm roflects the relations of
production in its hierarchical organization, subordinating
labour to capital, but also the forces of production in the
division of labour within the production process.

Accumulation and compctition (competitive accumulation)
entail the concentration and centralization of capital. As
" regards concentration:

."Two points characterize this kind of concentration,
which grows directly out of, or rather is identical
with, accumulation. First: the increasing concentration
of the social means of production in the hands of
individusl capitalists is, other things remaining
equal, limited by the degree of increase of social
woalth. Second: the part of social capital domiciled
in each particular sphere of production is divided
among many capitalists who face one another as
indopendent commodity producors competing with cach

'thero“ .

At the same time, concentration is
",..the basis of an extended scale of productlon, of
the methods for raising the productive power of labour
that accompany it, and of acceleratod productlon of

. surplus-valie.% ©

i.o., it is a sclf-gencrating procoss, involv1ng continuous

- technical development (and an increasing division of labour in

production). But there is also centralization, which is
"concentration of capitals alrecady formed... oxpropriation
of capitalist by capitalist, transformation of many small
into fow large capitals.... This process differs from the
former in this, that it only presupposes a change in the
distribution of capital already to hand, and functioning
«sss Commensurately with the development of capitalist
production and accumulation there develop tho two most
powerful levers of centralization - competition and
crodit.t 7

In competition, larger capltals beat smallor on the basis of

lower cost; and compcte the capitals must, if they are to

accunulate. Coentralization, in its turn, accelerates concontra-

tion and accumulation by increasing the scale of production.
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The prooesswaf'aqcunulatlon, concentration, centralization
is by no means smooth. In abstraction, one can conceive of a
pattern under which the regulation of production by the law of
value proceeds so smoothly and instantanecously, so that capital
is simply transferred and transformed in the direction of
higher profitability, that the rate of profit is equalized
instantancously, and that accumulation and concentration appear
to be a function simply of the development of the material
forces of production. But capital is a social relationship,
not an abstract category, and the social relations surrounding
capitalist production give rise to a quite differont process,
in which the operation of the law of value involves the restless,
competitive search of capital for extra surplus-value, a
competition which entails not a process of smooth and abstract
mobility of capital but a drive for the gxpropriation of capitals
by capltals, and. the extended expropriation of labour-power.
It is the combined attempts at expropriation, at accumulation
by all capitals that leads to crises as a form of competition
under capitalism, a .form which accelerates, or 1lifts onto a
higher plane, the very process causing crisis. Thus the process
of accumulation entails a tendential fall in the ratc of profit,
overproduction of capital (underproduction of surplus-value
relative to the existing capitals), and hence crises, in which
capitals are destroyed and restructured, the labour force
released and recaptured in a now labour process, and the basis
for further accumulation laid down,

What does the concentration and centralization of capital
impiy for tho relation between firm and market in organizing
the social process of production? Quite simply, that tho field
of over-more protracted competitive struggle, the market, is
progressively eroded and incorporated by the firm. The motive
force behind “vertical" combination and bchind tho progressive
nerging of industrial capital with commercial capital and
banking capital, can be secn as a drive by the firm to over-
.come the competitive market, to try to ensure for its own
capital the desired surplus-value by internalizing the
realization of surplus-value, and by internally rcdirecting
capital towards more profitable arecas of activity: in short,
to replace tho market as the overall (macro) unit organizing
the mode of production.8 It has been argued 9 that this
entails a decisive, qualitative shift in the laws of motion
of the system: that the law of valuo, operating through the
market cxchange-process as rogulator of the mode of production
on behalf of private appropriation, is progressively super-
seded by a new economic law which is based on the cconomics
of the labour process, and develops with the increasing
socialization of the productive forces and their increasing
-integration into an autonomous socigl formation. Whother
this is accoepted or not, thero is no doubt that, as capitalism
has developed, the growing interdependence of production as
such, its growing sonsitivity to problems of rcalization, has
brought about a growing internalization of the oxchango process.
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. In this highly abstract outline, ‘I have not yct montioned
the existence and role of the state, and thercfore therc has
been no place for considering the intcrnational as distinct
- from the national économy. The nation state was the cgreative
of capitalism from the beginning. It is customary to point
to the highly interventionist role of the state in' early
“capitalism, which thon recedes in the heyday of “laisser-faire"
capitalism, only to reappear in the declining phase of the mode
of production, inperiallst, ronopoly capitalism (taking an
- acute form, some say, of State Monopoly Capitalism in the final

: sub~phase). The role of the state throughout is to act as
conscious coordinator, over and above the apparently free market,
and thereby to ensure the continued réproduction of the relations
of production. The “high profile® of the state in the carly
poriod is due preciscly to the struggle surrounding tho
ostablishment of the ncw c¢lass hogemony, which nccessarily
entails the capture and transformation of the state structurc.
Thereafter, as the seceds of the threat to that hegemony develop,
a8 the socialization of production increasingly conflicits with
capitalist- private appropriation, state intervention increases
and becomes more genoralized: in mediating between ever more
powerful capitals in the goncral capitalist class interost, and
in coping with the devolopment of an incrcasingly powerful and
organized labour force, 'coordination! of the free market
bocomes increasingly 'control' "both generally and in specific
instances. . ’ o

: But on whosc behalf? That of a particular group of
" capitals which for historical, cultural, geographical,
economic reasons found a more stable basis for coalition in
dofense of common interests at that level than st any other.

In a senso, any grouE of capitals can and does take on certain
coordinating powers 10, but the nation state develops as the
repository of the most, and the most necessary, of these. The
fact that the state acts on behalf of a group of capitals
implies that this group has ccrtain common inteorests against
other groups ~ in other words, that competition takes place
across state boundsrics. However, it-also inplies somo
quelitative distinction between the 'foreign' and 'domestic!

" horizons of capitala . Given thé existence of other .state powers,
the power of one's own statc to ensure the gencral (or
spocific) conditions of survival and accumulation with regard
to .overscas supplies, .sales, investments are clearly rclatively
liriited. Given the choice, British capital prefers to stay in
"Britain; but incroasingly,‘as capitalism devolopsy there is no
choice.. In order to oxamine tho implications of the devclopment
of thec world egonomyy the noxt section examinces in detail
Bukharin's thesis in "Imperialism and World Econony,“ which
clcarly sets out the issuos involvcd. ‘

" First, however, to summarize: the historical development
of .thc capitalist mode of production ontails a transition from
the competitive form to the monopoly form. In the formor,

- production is regulated in the intercests of private appropria-
tion by the unconscicus procecss of the market, as refleoctor
of the law of value. In thc latter, production is incroasingly
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regulated by capitals themsclves and by the state, in
responsc to the growing contradictions of the competitive
form as capitalism dovelops, and tho market assumes tho

form of a genecral battleground between capitals - general

in the sense that all manner of weapons arc used, not
simply that of price. This transition involves concontration
and centralization of capital, the fusion of industrial,
commerceial and banking capital, and increasing_state intor-
. vontion; trends which are reflected structurally in the
intornalization of tho exchangc process, and the progressive
'roplaccmont of the market by the firm as organizer of the
process of social production.

II. BUKHARIN: NATIONALIZATION VS, INTERNATIONALIZATION.

Bukharln boginsg by stating the need for a definition
of thc world cconomy, and supplies onc:
g systoem of production relations and, correspondingly,
of exchangc relations on a world scale" (p.26
The international division of labour is bascd first on
natural difforences and prorequisites, but also, and increas-
1ng1y, on social differencecs, inheront in the uneven develop-
nent of world productive forccs. Thus the town/country
division is rcproduccd on a world scale; and similarly,
~ international oxchange, like that within nations, is a social
process governed by laws, reflccted in world markets and
world priceg - incliding a world noney market; furthormore
the world market is anarchice. Heccnelude
"By and large, the whole proccss of world economic
1ifc in modern times reduces itself to the production
of surplus value and its distribution among the
various groups and sub-groups of the bourgeoisio on
the basis of an cver widoning reproduction of the
" reclations between two classcs - the class of tho
world proletariat on the onc hand and the world
bourgcoisie on the other." (pe27).

He goes on to describe the growth and organization of
- the world economy, transposing the Marxian analysis of
capitalist development onto a world scale. Thus the world
econony grows both extensively - including more and more
gcographical and social arcas - and intensively - involving
a "thicker network" of international cconomic relations.
Egib arc part of the doveélopment of the forces of production -
in output, in transportation and industrial tcchnology; they
involve the internationalization of the division of labour
and its integration through cxchange. Thus,
there grows an oxtremecly flexible cconomic structure
of world capitalism, all parts of which are nutually
interdepondont. The slightest change in one part is
immediatoly reflected in all." (p.36)
There is incrcasing exchange of commoditics, labour and capital:
a tondency to international ecqualization of prices, wages, and
the rate of profit. The internationalization of gapital is in
part a process of international monopolization, of capital
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centralization en a world scale. The anarchic structure of

the world economy becomes more and more highlighted, especially

.8ince at. the national level capitalism is more and more

organized. As a consequence, there is a huge growth in intor-

national cartels and trusts, often involving banking interests

too. This, however, is only a tendency: nany agrececnents aro

highly unstable; and

' ", .the growth of international comﬁodlty exchange is:
by no neans commected with the growth of 'solidarity!
between the oxchanging groups. On the contrary, it
can be accompanied by the growth of tho nost desparato
conpetition...the sane is true of the export of

. capital." (p.61-2).

Mnd although he notcs:

‘Wthere is only onc case in which we can say with
assurance that solidarity of interests is created.

- This is thc case of growing 'participation' and
financing, i.c., when, due to the comnon ownarship of
securities, the class of capitalists of various countries
possess collective property in one and the sanc objoct.

"Here we have actually before us tho fornatlon of a

. golden international..." (p.62)
he goes on to say:
U,...there is actual unity here; but the coursc of
ccononic developnent creates, parallecl to this process,
a roverse tondency towards thc nationglization of
capitalist interests" (ibid.)

Having described the internationalization of econonic life,
the growth of the world econony, he goes on in Part 2 to discuss
this Y“reverse tendoency". He begins by observing that connoxions
between econonic units are much nore numerous at the national
level - a fact explained by the development of the modern nation
stato on specifically capitalist econonic foundations. The
structure of national capitalisns has profoundly changed with
the appearance of ronopolies and trusts - tho concentration and
centralization of capital in which the former forms the natural
basis for the latter.ll
Vertical centralization

",.signifies on tho ontc hand, a dininution of the social
division of labour, sincc it combincs in onc entor-
prise the labour that was previously divided among
several enterprises; on the other hand, it stinulatos
tho division of labour inside of thc new, production
unit." (p.70)
He concludes:
"The entiro procoss, teken on & social scale, tends
to turn the cntirc 'national'! econony into a singlo
conbined enterprise with an organic connection betwoen
all the branches of production." (ibid.)
At the sane time, banking capital bocones rmore concontrated and
fuses with industrial capital to form finance capital; and
state and comnunal cntorpriscs grow in importanco (utilitics,
transport). A1l three tondencies together add up to a
tendency towards the uniting of all capitals in a singlec
stato_capitalist trust.
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In this context, the world cconony is viewed in terms of
a few organizcd capitalist states and a periphery of norc or
less agrarian countrics. Although the “Yorganization' of
capitalisn tends to overstep national boundarics, it faccs
obstacles: competition is norc easily overcone on a national
scale; difforences in economic structure and production costs
nakc agrecnents disadvantageous for the more advanced groups;
and the ties of unity with the state as a source of monopoly
profits arc inherently lacking. 12 Instcad, the policy urged
by national capital is onc of tariffs and anncxation. Tariffs
are a sourcc of nonopoly profits, which permit 'dumping!'
overseas, loading to highor overall proflts becausc the increased
scalc of production leads to lower production costs (the
faniliar orthodox 'discriminating monopoly' casc). Naturally
there is retaliations hence the 'tariff mania' that starts in
the 1870's, sprcading cven to England, thc homc of so-called
frec trade (imperial preference starts in 1898). The need to
incorporate larger 'internal'! markets, as sourco. of cxtra

-nonopoly profits on the basis of which dumplng can be further

extonded, loads to annoxatione.

In fact, he contlnuos, 'nationalization' and anncxation
arc cncouraged by changes in threc spheres - world sales
narkets, world raw materials markets and capital export. (p.104).
The first of thosc is outlined above. The second involves the
failurc of 'periphery' agriculture to supply the neccssary
volunes of raw materials, leading to a conpctitive struggle
to sccurc sources (for the futurc as well as for imnediate
use) and expand production 13 The third is duc to the
rclatively higher profit rate in tho periphery comparcd teo
the contre, wherc ontry to profitable monopoly scctors is
blocked and profitability in competitive soctors is continually
drained into tho monopoly sectors, and duc also to the growth of
tariff barriers, which attract investzont behind then to
capturc otherwise inaccessible narkets. The desire to rmonopo-
lize profitable investnent outlets, and ‘to 'protcect! investnents,
obviously further sharpens the struggle between the centre
powers and encourages conpetitive annexation.

Bukharin concludes this part of his argumcnt by saying
that thc threc roots of the imperialist policy of finance
capital are all aspects of the same thing:

%,..the conflict betweon the growth of the productlvo

forces on the one hand, and the 'national linits of

the production organization on the othor." (p.l104)
Thus the rclative underproduction of raw materials is a cause
of the overproduction of industrial goods relative to the amount
which can be profitably produccd given the limits that exist at
any tine to the rate of exploitation: and over-production of
capital is "nothing but another formulation for over-production
of cormedities! (p.105) 14 And whoreas social production
takes placc on a global scale, private appropriation is by
conpcting national groups of the world bourgcoisic, leading to
anncxations and war. The consolidation of the 'national trusts!
also ontails the development of the ideology of nationalism
to bind the working classes to 'thoir! nations.
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Having traced the two contradictory tendencics, of
nationalisation and internationalization, Bukharin brings then
together. Inmporialism is one form of tho conpctitive strugglo
that arisos out of the anarchic character of the social cconomy
under capitalism - but it is tho forn that is inextricably
linked to the dovelopment of finance capital. Thus concentra-
tion has come to bo by trusts of. ever-larger sizo and scope,
-feoding and being fed by contralization, which involves huge
battles betwoen trusts, even betwoen state capitallst trusts
in the world markot. Indeced,

"Inperialist annoxation is only a caso of the general
capitalist tendency towards centralization of capital,
a case of its centralization on that maxinum scale
which corresponds to the competitlon of state capltallst
trusts.® (p.120)
Mt this level, horizontal contralization 1nvolves annexation
. of woakor advanced countrics (e.g. Bolgium by Gemany);
vertical, that of agrarian by industrial countrles (colonlalism)
- b8 the struggle dovelops:
",.the compotitive struggle between gstate capitalist
trusts first expresses itself in a struggle for froe
lands...then it stages a redivision of colonies, and
finally, when the strugglo becomos more intense, even
the territory of tho home country is drawn 1nto the
process of redivision," (p.121)

We soe that the means of compotitlvo struggle has evolved
too, from market prices, to all mannor of monopolization-
tactics on a national level, to the incrcasing use of statoe
powor on thc international level:-tariffs, 'national' state
procuronent, cormercial sanctions, war. Militarism bocomos
ranpant - as tho outcomc of compotition, not the wishes of
arnanents nanufacturers. Further, the stato apparatus
", ..not only.enbodies the interests of the ruling
‘classcs, but also their collectively cxpressed will...
the govorment is de facto transformed into a committoo
~clected by the representatives of cntrcproncurs
organizations" (p.128).:

i.o,, the state fusges with the ruling class.

. . .VWhat of thc futurc of this system? At this point,

. Bukharin turns tho logic of his analysis on Kautsky. From the
Marxist view of inpcrlallsm as the policy of finance capital,
as an inherent consoquence of capitalist dcvoloment, thero are
“two possible deviations: the 'objectivist'! one, which seos
inperialism as 'nocessqry! and therofore docs nothing about it -

" . an absurd _position, sincc this extrene heightening of capitalist

‘contradictions nakes crystal clear the necessity of a now
social order, and demands action; and the 'subjectivist' ono,
that imperialisn is simply one policy wilfully adopted by
finance capital, which can bo abandoncd in favour of a 'peaceful!
form of imperialism when the costs bocome too great. The lattor
position, that of Kautsky's 'ultra-impcrialism, is in recality
‘out of the question, Bukharin says. Why? Becauso
UConparative ecquality of positions in the world market
is the first condition for the formation of a moro or
less stable compacte Where thero is no such oquality,
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the group occupying a morc favourable position in the

world market -has no recason for joining such a compacth

(po136). ‘
This involves not only "“purely cconomic ocquality"“, i.c. of cost
of production, which implics a relatively cqual development of
productive forces (labour valuos), at lcast in 'organized!
industry; in addition, therec must be "equality of oconomic
policios®, i.c. of state (including nilitary) power. Further,
these oqualities must be oxpected to hold good in the futurc too.
In other words, uncveon development nmust disappcar as a law.
Although the internationalization of capitalist intercsts favours
this, it is at yot counteracted itself by the tendency towards
nationalization. What is more, the costs of the struggle,
inereoasingly nilitary oxpenditures, arc being successfully
pushed onto the working class and small capitalists, by raising
the ratc of exploitation and -driving out wecak competitors whose
prescnce erodes profitability.15 BEven if fusions did takc placo,
they would only lead to a yot more colossal strugglc betwecn the
ronaining super-powers. Thus peaceful rivalry is inconceivable
botwoen state capitalist trusts, and any agreenent would
incvitably be unstable due to uneven devclopment. Of course the
formation of a single world trust is abstractly possible:

“In reality, howover, tho wars that will follow cach

othor on an over larger scale nust incovitably result

in a shifting of the social forcos. The centralization

procoss, looked at from the capitalist angle, will

incvitably clash with a socio-political tendency that

is antagonistic to the fommor. Thercfore it can by no

neans rcach its logical ond; it suffers collapse and

achicves completion only in a new, purified, non-

capitalist form." (p.142)

The war is seon as accelerating all the 'nationalizing!
tronds, and cementing still furthor the statc capitalist trusts.
Thesc nust, he warns, be secen as "State Capitalism", not as
UStato Socialism", because of the continued (and interrolated)
existence of antagonistic c¢lass relations and the anarchic
world market. Continued uneven devcloprent is epitomized by
the risc of the U.S.l. as a najor power, in which trustification
has gone to particularly greoat lengths. A1l the contradictions
of the system, he concludes, will become more end morc acute; the
role of the state becomes apparent tc all ("property relationS...
now appear in their pristine nakedness" - p.160). Tho highest
form of temporary class solidarity, nationalism based on the
exploitation of the periphery, breaks down undor the pressure
of tho rnust acute imperial rivalries, allowing the idea of a
Usocial revolution of the world proletariat“ to surface in tho
consciousness of that proletariat. :

Bukharin's argument can must briefly be sunmarized thus:
the tendeoney towards nationalization dominates that towards
inter-nationalization; the latter is incorporated inte tho
former in tho form of imperialist annexations; and that such
annoxations or fusions only rcproducc the struggle betwoen
statec capitalist trusts on a highor level, and cannot lcad
to a world trust before tho system's contradictions oxplode it.
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Such a viow of the world cconomy of capitalisn nust have
appcarcd utterly consistent with the situation of 1915. However,
the reclative importance of the two trends in any particular
country or period is a matter for concrote investigation -
thus conpare Britain and Germany 1870-1914, or Japan after
the Meiji restoration with Japan in the 1930's. If the
analysis holds good still today, then we can say that
dcvastation, rcconstruction, technological revolution, etce.,
‘have sinply dolayed the developnonts predicted, and we are
8till in a world of rival statc capitalist trusts. Yect it
gscons to me that the situation is not as sinple, that the
E.E.Cs, to conec to our real concern, is not sinply a partial
fusion of a group of state capitalist trusts.

To begin with, thcre is one elcnent in Bukharin's
analysis which, it seens to mc, is particularly weak; tho
idea of tho state capitalist trust, the longths to which ho
carrics tho 'nationalization' tondency. Onc could bo forgiven
for suggesting that the notion of a singlc state capitalist
trust is alnost as abstract as that of .a world alliancc of
finance capital. The developnont of the structurc of the nodo
of production is rcduced in his analysis to a pattorn in which
the three clements = contralization, fusion of industrial and
banking capital, and ‘'statification' - devclop together in a
_continuous, unidircctional waye. Yot surcly it is preciscly
- the contradiction raiscd for privatc appropriation by social
statec intervontion - not loast in thc idcological sphere - that
encourages the reconstitution of the accumulation process in
tincs of crisis by raising the rate of exploitation directly,
through attacking the working class, through 'rationalizatidn'
and tcchnical advances, rather than through a further extension
of state activities. If Bukharin overstated the dogree of
nationalization in 1915, I feel that history has not yot
caught up with his overstatonent, so to spcak, becausc tho
tondoncy is far from continuous, and because despite tho
obviously massive increaso in state activitics of all kinds,
the contradictions between capitals in the oxchange process
on the national level have not yet been organizod out of
cxistonco.

What about tho 'intornationalization! tendoncy? How far

~ has it advanced, and has this happened in such a way .as to

internationalize capitalist intcrests? Although Bukharin
nontions !'joint ventures' as creating a solidarity of interests,
theso arc (by the cxamples he gives, as well as the logic of
his arguncnt) with regard to invostmeonts in the periphory;
and the point is not linked to his mention of market
interponctration by capital axport to got behind tariff
barriers, a point which he conspicuously fails to consolidate
into his analysis, presunably beowausc he sces it as relativoly
uninportant. But the crucial point is that tho internalizationm,
or “organization", of the intcrnational exchango proccss, as a
direoct response to the increasing contradictions involved in
the frec international narket, is scen as being conducted
through the rmediation of the 'organizer's! state power - and
this, givon the lengths to which statec powor is seen as having
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devcoloped, can only rmoan by imperialist annoxation. Thus
interponctration of capitals to avoid tariff barricrs, also a
phenoncnon of international Morganization%, is implicitly ruled
out as a significant form becausc it implies a dogrec of
cooporation betwcon a capital and an 'alien' state, i.e. botwcen
two states. In fact, intornational organization by the firm
rather than by the state is moaningless, bccausc thg firn is
the statoc in the last analysis; the quostion of the inter-
national firm, cutting across state boundaries in such a way
as to stretch beyond the direct and unique rcach of its own
state power, cannot be raiscd within Bukharin's analysis.l

Yot the sbécialization of economic 1lifec, and its “organi-
zation", breaks through thc boundaries of the nation state,
and does so increasingly. In so far as intornational oxchange
takes place at all between the imperial powors, it involves
the abdication of absolute state power, in the scnsc that it
is in _the intorcsts of the 'national capitals' to establish,
if to a limitod and unstable extont, an agreement of non-
discrimination by tho states against forcign capitals. Could
not this internationalization become so necessary (econonic
autarchy 'so impossible) that such ground rules safoguarding
international oxchange becorc more and more permanent and
vital for the survival of thc systom? Thus, international
agroonents which to some extent denationalize state power
rofléet the growing world nature of tho capitalist mode of
production, but thoy provide a minimal framework in which
inporial rivalries continue to exist. Given Bukharin's corrcct
enphasis on the impossibility of real equality, such '
agroonents are inovitably the subject of continuous negotia-
tion, but the more necessary they bocone, the loss will the
negotiators risk their complote breakdown in outright commer-
cial or nilitary war. Such a pattern would clearly be re-
inforced by the temporary (necessarily so) hegomony of one
power, or by extcrnal threats.

Within such a systen, the internationalization of economic
lifc can continue to be oxtended, if in ‘a halting, crab-wise
fashionj but so can the organizstion of that internationalization
through the firm, able to rely sufficiently on more than one
state powor, rather than simply through imperialist annoxation.
In effect, the contradiction between nationalization and
internationalization comes to be oxpreossed within the state
itscelf, as much ds thc state reflects not only the intercsts
of its 'national'! capital, but also the interests of theo world
: capltallst classe 17

This organization of internationalization takes a number
of forms. In tems of Part I, the phrasc inplies the extension
of the division of labour within the firm, reoplacing that
division of labour integrated through the exchange processe.

The sinpleost fom of internationalization of industrial
capital would be the establishmont of an entirely separate
systen of production, linked by financial and techntlogical
centralization. This escapes the uncertaintics of the inter-
national exchange element involved in selling in foreign
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narkets; it implies that, given the ability to translate
market superiority on a nationalplane to the worid rarket,
the uncertainties avoided by for01gn production, including
. the possible use of state powers at the bechest of capltals
80 invaded, outwcigh tho technical factors militating in
favour of concentration of production, i.e. the gain from
scalc ccononios in production, loss the cost of transport.
If economies of scale in production continue to increasc,
integration of production internationally (c.g. within a
“region) permits continued escape from the uncertainties of
international markets, since product-range rationalization,
or the production of differcont components in different
countries, moans that intermational oxchange takes the form
of intra-firm transfers. 18

‘ To sun up: although Bukharin's analysis pemits of tho
" fusion of states in responso to the growing nced to cxtond
“and to organize intcrnational flows of commoditics and labour,
‘his one-sidecd cmphasis on tho 'nationalization' tendency moans
-that this can only cone about by the annexation of one state
capitalist trust by another. Thus a European state would be
the horizantal centralization of a group of state capitalist
trusts. If, howover, thc process of internationalization is
such as to demand incroasingly a nininmal denationalization
of state powor, with firms as distinct from states being the
voctor of internationalization and its organization, then

wo have a nuch more complex situation, in which states
represent both national capital and all national capitals
operating internationally. Whether this requires a super-

- state of some sort depends on the oxtent to which this
obviously contradictory role maekos the states, separately

or in spasmodic cooperation, no longer capable of main-
taining the general conditions for the reproduction of
capitalist rolations of production on a world scale.  Such

a framework clearly permits such cooperation or fusion on

a regional basis, within an ovorarching ninimal cooperation
on a global scalge.

.III THE EFFECTS ON T”E STITE OF THE INTERNA TIONALIZATION OF
PRODUCTION.

bs a rosult of the "double movement® of on the onc hand
centralisation of production on an intermational scale, and
on the other increased reliance by capitael on the state due
to concentration, contralisation and socialisation of capital,
contradictions have becone apparent between the structures of
capital and the state. What is the naturs of these contradictions?

1. Strongthening of Control over the Statc by Intfrnational
Capital.

Tho international firm incroases its dominance over national
class forces (small capital, potite bourgecisie, “organised labour")
by the manipulation of different state structurcs, csp001ally of
forclgn "puppeth statos.
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For example, international firms have a certain flexibility
~in allocating taxa“ion rovenues to different statcs. Thus, in
1951 the U.S.d. sccured oxclusive control of vast oil reserves
in Saudi Arabia by offering the Saudi state a higher contribu-
tion than was then usual., The companies did not pay 21l of
this, as they got State Department approval for the treatment
of the payments to Saudi Arabia not as royalties but as taxes
and therefore eligible for credit against U.S. taxes. This in
offect amounted to a large increcase in the U.S. state's subsidy
to Saudi Arabia, without the approval of the U.S.Congress and
the conscquent cxposure to criticism by the anti-oil lobby.

Similarly, the U«S.Ae has supported the development of a
U.S. owned shipping flect under foreign "flags of convenience®
so as to avoid the application of U.S. labour and other standardse.
Tax havens are tolerated and double-tax agrcements negotiated
by the large capitalist states in such a way as to pernit
international firms the freedom to arrange their internal
financial flows without the liability to tax that normally
arises on payments betweon separate companics.

The importance of these arrangements is that they enable
international firms to secure a hegeomony over other elemcnts
of capital with a purely national base and access therefore
only to a single national state power.

2. The Diminishing Power of the State in Defence of National
Capital.

To the extent that foreign capital has penetrated the
national economic space the state loses its power to defend
its own capital. This is in a sense the corollary of our
previous point, but applies not only to "puppet" states but
to any state where any significant degree of penetration has
taken placce. Their territorial definition is a basic element
of state institutions and mechanisms; it is consequently very
difficult to defend national capital against foreign capital
that actually controls production facilities within the
national territory. The very functions of the state can be
sunmed up as the definition and regulation of the national
narket econony on behalf of the capital operating within it.
The attempt to distort the operation of the internal market
in favour of national capitel cannot succeed if, as is
generally the case, national capital is weaker than “foroign"
capital in those sectors which the latter has penctrated.
Thus government procurcment policies, which are virtually
the only fom of discrimination by Europecan states against
UesSe-owned firms, have been far fron successful. For these
reasons we have sope reservations in regard to Rowthorn's
statement S

UWith sales in Europe of over $60,000 nillion a
year, Amecrican subsidiaries would be extremely
vulnerable to retaliatory action by the combined
European powcrs in the event of a conflict with

the United States, and at the present time the

loss of a substantial proportion of these sales
would far outweigh the benefits to American firms
of vigorous statc intervention on their bchalf." 19

\
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"It seems to us that, on the contrary, the control of an
important -scgnent of European production by U.S.cosital

-is a major source of the latter's strength. The vigorous
intervention on bchalf of its capital in Europe that has been
the feature of U.S. policy since 1945 shows no signs of abating.
The UsS. measurcs of August 1971 bringing to an ond the IMF=GLTT
systen undor which tho expansion of US capital has taken place
show a determination to consolidate tlie U.S. hegenony and
negotiate a now structurc from a position of relative strength.

In this respect the important U.S.-owncd sector in Europe
" does not constitute a hostages It does not lose from the U.S.
defensive measurcs (only some 2% of sales of U.S. manufacturlng
subsidiaries in Europc go to the U.S.d.) and is likely to gain
fron European counter-measures.. Indced, most of the measures
taken by European states to improve the position of their own
capital, including the integration of Eurcpean state structures,
have benefited U.S. firms not only as much but often more, as
they have frequently been in a better positlon to benefit. On
the other hand, Rowthorn is correct in seecing the weakness of
U.S. capital in its need to depond on the European and other
foreign fast-growing narkets.

3s¢ The Need for New Stato Structurese..

(2) Apart from the problem of defence of national capital,
the rapid concentration, centralizatién and socialization of
capital requires increasingly large state units to perform
essential functionse. The primary linits to the scope for
centralization and concentration are set by the size of the
home state, in terms of the home market's linits not only
on sales but on capital's power to socialise costs through
the state. This is clearly the main impetus for the integra-
tion of state structures in Europe, particularly as the scope
for concentration and centralization within the Buropean
nation-states has been further roducod by the Inerican
penetration.

The only alternative to European intecgration might have
been to stimulate concentration and centralization of capital
yithin the existing natlon-states,20 thus producing the
M"nationalization of capital as capital®. There arc clearly
strong currents of. policy in European states still favouring
national centralization. In particular government military
and other procurement policies, and purchasing in the nation-
alized sectors are strongly resistant to moves to centralize
on a European scale. This is part of the jockeying between
European states for advantageous positions before the inte-
gration. process becomes irreversible. In Britain, the aboli-
tion of the I.R.C. and the "lame-duck"policy seem at least
partly motivated by the nced to indicate clearly to Europe
the willingness of British capital to allow capitalist
rationalization to proceed on a Quropean scale. Rolls-Royce
and U.CeS. show the contradictions of goverment policy here.



(a7)

Whatever may be the policy of European capital towards
national concentration and centralization, it cle w4y does not
provide the revolutionary alternative. In general terms, the
nationalist alternative can only be rovolutionary for a state
on the periphery of the capital system, but with a broad cnough
econonic base to permit autochtonous developmente. That nationa-
lism is not revolutionary in the capitalist centre, and can in
addition ultimatoly not be tolerated by capital, is shown by the
history of Buropcan fascism. Clearly Britain today is in a
rather difforent position, but all the signs are that neither
national~imperialism nor national-socialism are any longer viable.

(b) The now stage of capitalist development does however.throw
up contradictory demands of the state; or put another way, tho
contradictions in the mode of production are reflected at the
lovel of the states In contrast to the nced for larger state
units to serve capital, the trend towards socialisation of
production clearly tonds in social terms to decentralization.
Centralization and the massive use of state power to preserve
the control of a decreasing capitalist class runs fundamentally
counter to the tondency to socialization, not only in production
but also in the utilisation of new productive forccs. For
instance, modern means of cummunication have been distorted and
nanipulated to continue working-class fragmentation and isola-
tion while facilitating ruling-class cohesion.?l Note that this
distortlon of the devclopment of the forces of production puts
great strains on capitalist development, which is continually
driven to accept the socialism required by new forces of
production.

Ls regards the state, this contradiction scems to lead to
an increasing diversification of its mechanisms and differ-
entiation between them, for it is partly through the
differcntial response of diverse institutions, officials etce
that the state attempts to contain social conflict. This
process however is in contradiction with the state's role as
- a factor of soecial cohesion, which is increasingly called into
question. It would seem that the development of integrated
Europcan state structures to fulfil the functions essential to
European capital will come into conflict with thc need to
naintain adoquate state institutions at national and local
level to fulfil the varied social functions summed up by
Murray as "intervention for social consensus". In fact
these 'economic' and 'social! state functions .arc not
separable, and the attempt to carry out state functions through
differcent mechanisms and at different levels of international
integration will impose great strains on the state, not loast
in the viability of its role as a factor of social cohesion.

Le The Nced for a New International Frarmework.

L rationalization of statc structurecs is needed in order
to provide a framework to contain the conflicts betwcen big
international capital blocs. In this respect even European
integration might be a necessity from the point of view of
capitalism as a whole, even though it might be in the short
run interests of U«S. capital to retard integration at an



* (48) |

early stégo for és long as possible. Certainly some ncw
international co-ordination of state functions is nccussary,
as state powérs to orchestrate the national cconomy have been

'*~eroded,by the internalization by intornational firms of _a major

part of tho international flows, especially of-capital's22

_ Thus, some kind of state-co-ordinated rcgulation of
international capital markets is now being formulated. If
control of theso markots were left to international fims and
finance capital regulation would take the form of some kind of
cartel arrangemeht, with all the instabilities that this entails,

_ espocially in a period of heightened interimperialist competition.
Further, only intorstate regulation would provide the co-ordina-
tion with other state functions still boing carr1ed out at the
national level

Agaln we point out that the U.S. is pressing for a reor-
ganization of the 1ntcrnat10nal framework at a time whoen
European capltal has not progrossed far towards integration,
thus hoping to ‘Secure a new systcn that will pcrpctuate U.Se
dominance.

V. INTERNATIONALIZATION : EEC & BRITAIN.

(a) The Prossurehfor a_'Superstato!.

If Bukharln rightly saw great intcr-impcrlalist wars as
-'a consequence of the continual drive of capital beyond national
boundaries, and the need to nonopolize .the international
exchange procoss, then the EEC, historically, is an attempt

to contain thoso drives within a peaceful framework. The need
to rcconstltuto the European oconomy  (and especially - the
‘German econony) on a capitalist basis implied, given the
dovelopment of the naterial forces of production, a degroe of
econonic internationalization and organization which in turn
necessitated a certain 'denationalization! of state powers.
The slowness with ‘which this developed cah be attributed
firstly to the exceptionally rapid pace of" accumulation, based
on postwar roconstruction and a sharp rise in the rate of
exploitation, which allowed largely 'intensive!' dovelopment;
and secondly to the fact that cooperation was enforced in any
" caso by the exigencies of the Cold War and by U.S. econonmic,
diplomatic and military hcgemony.

. It is not insignificant that the years around 1960 saw
not only the formal cstablishment of the EEC; but also the
boginning of a declinc in the rate.of accunulation, and an
increase in international conpetltlon, to which the response
was the "merger boom"™ in Britain and in the EEC countries.

If concentration and centralization wero increasingly necessary,
they could involve, as Mandel notes, 24 gither national Mergors,
or mergers botween fims in different European states, or
takcover (i.c. defeat) by U.S. capital. If individual national
narkets were bocoming too small to ensure the continued con=-
petitive strength of 'national! firms in industries where
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R and D costs were becoming much heavier, gestation periods
nuch longer, and fixed costs a much larger proportion of total
costs, then the first alternative was increasingly ruled out.
In the '60s, this appearcd to be true of computers, acrospace,
and nuclear energy in particular; and the formmation, well before
the EEC, of the European Coal and Stecl Community implied the
sane for those industries. In the case of acrospace, inter-
national cooperation developed after the industry had become
effoctively nationalized in most countries. European mergers
and cooperation have undoubtedly developed much more slowly,
both in the case of state-supported industries and that of
private industry, than was expccted in the nid 196O's,25 yot
the trend is undeniably therc. One rcason for its slowness
has certainly been the remaining possibilities for 'national
solutions! in most sectors of industry, tut in many cases these
are rapidly being exhausted. Thus in heavy electrical
engincering, there are only 2 British, 1 German, 1 French,
1 Swiss and 1 Swedish fimms 1S£t in Europe, after a wave of
mergers and !'joint ventures. The sanc is almost true of
transportation, where one of the most complex international
link-ups was rocently announced - between KHD (Germany),
Savion (France), DAF (Holland) and Volvo (Sweden) - to
integrate their heavy truck ranges. <7 It is notable that .
. such link-ups (e.ge Dunlop-Pirelli) do not necessarily involve
countries within the EEC to the exclusion of those outside,
In the case of U.S. companies, it has been widcly noted that
a Buropoan firm has far greater legal and tax problems taking
over another of dlfforent nationality than does a U.S. bidder.28

Banking capital has followed and supported this
internationalization of industrial capital (and its national
concentration too). Thore has been a growing number of joint

-ventures and agreements between banks of all kinds (e.g.
Commerzbank-Credit Lyonnais - Banco di Roma), and the Euro-
currency narkets have provided funds, short and long term, to
international business. The Eurocurrency narkets have been
largely opcrated and used by U.S. and British capital, but they
have also cnabled the largest internationally-operating European
firms to cscape the linitations of theoir relatively under-
developed domestic capital markets. Those limitations have
undoubtedly been greatly exaggerated, 29 since the closer
rcliance on banks in the absence of a well-devoloped sccurities
narket funded by institutions has clear advantages as well as
disadvantages; yect there are specific instances where financial
difficulties have prevented consolidation of growth, notably the
Italian refrigerator and appliance firms Ignis (abSOrbed by
Philips) and Zanussi (by LEG-Telefunken).

It is impossible to devise any adcquate measures of
internationalization which would permit one to draw conclusions
on qualitative changess We know that trade has risen nuch
faster than output among the advanced countries, and especially
50 within the EEC: thus EEC intra-tradc grew by 165% per year
in 1958-70, while that bctwocn the EEC and other European OECD
countries grew by 10%. As a result, the proportion of GNP
represonted by exports is extremely high in many cases: Belgiun-
Luxombourg 34.5%; Netherlands 31.9%; West Germany 17.9%
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UuKe 13.2%; Ttaly 13.0%; France 10.4%. >> If wo took the
proportion for manufactured goods alonc, the figures would be
- nuch higher. On the internationalization of capital, figures
are harder to come by. Adan 32 suggests that “intornational
production" in 1966 can be ostimated at $240,000m., compared.
to $130,000m. for exports of the main industrialized countries,
and he notes that in the same year 22% of U.K. oxports wore
to related cnterprises overscas - a figure that rises to 56%
in the case of exports from U.S. subsidiarics in the U.K; and
35% for other foreign subsidiaries.. And although the major
EEC countrios have loss direct investments overseas than does
the U.K. (lot alonc the U.S.), and loss of a foreign stake at
home, they have been catching up on both counts, and are likely
to continue to do so. 33 Given the offects that this inter-
nationalization, cespocially that of capital, can 2ncreasingly
have on tho efficacy of state economic policies, pressure
will undoubtedly grow for the transference of certain state
functions to the EEC. OCan wo say if, and at what point, this
pressure will lecad to irreversible changes in the direction of
" a European !'super-state!?

This is not a question which can be decided by giving
endless examples of international mergers, or by prescnting
figures on the matter, interesting though these may be. The
test, Mandel wrote in 1967, will be a general recession in
Europe; S uch a situation would lead cither to a retreat to
nationalisn, with capital in Europe, in neced of a greater use
of state power, turning back to the existing nation statos;
or to a qualitative shift towards a Europoan state, with the
EEC taking on najor state functions. Given the devolopmments
since 1967, and especially those of August 1971, the sharpening
of imperial rivalries is clearly a closely interrelated factor,
as Mandel indeed implios. At present, although pressure fron
tho U.S. is pushing the European powers towards a joint position
ovor the reorganization of the international monetary system,
within Europe the moves towards EEC state powers appcar to have
slowed down and even reversed.35 The Common Lgricultural Policy
is effectively suspended pending agreement on ncw exchange
paritics. The Werner report on fiscal and monetary integration
was meaningless, since it did not propose budgetary centrali-
zation. Progress on developing even a European company law .
has been extrenely slowe. This shift in trend is undoubtedly’
linked to the gencrally slower rate of growth and rising
unenployrnent throughout Europc. Yet just as we cannot expect B
a roturn to depression on the scale of the 30's, we also
cannot expect a return to protectionism on that scale - largely
because internationalization is now irreversible. Tho prospect
in the medium term will be one of continued reliance on existing
state powers, and jockeying for position within the existing
limitod degrec of EEC integration. Yet in the long run, the
pressure for EEC state functions nust increase, simply because
the underlying economic pressures will continuc to grow. For
exanple, it would be ludicrous from a capitalist point of vieow
if the 6 hoavy clectrical firms mentioned above were not reduced
to 2, or perhaps 3, by 1980, simply bccause of the rate at which
technology is changing towards requiring a higher and higher level
of minimun output for profitablc production. The pressure will
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especially be the case if there is no possibility, via severe
working-class dcfeats, of raising the rate of exploitation
sufficiently to pormit accunulation rapid enough to slow down
the drive for centralization.

British Entrv. '

. Big capital in Britain has throughout the post-war period
been nuch nore interrational than that of the major continental
countries; it has expanded overscas by investnegt_rather than
by export, and the EEC has becn a najor target. 7 In the words
of Managenent Today:

“,..For all practical purposes, Britain is already in
Europess..011 debate nust start from this realizationee.
Britain's leading corporations, which throughout so
nany vicissitudes of the 1960's have kept their doninance
in world business outside the U.S, arc bound to lose
that position unless they are committed in force to the
dontinent.t
On the face of it, much of this investment has taken place to got
behind tariff barriers, without which economies of scale in
production would have dictated the concentration of produgtion -
e.go the case of British Leyland's investment in Belgiume. But
in general faster growth in Europe required a fim hold on markets
thorc, which given a morc compotitive and uncertain world econony
in general, and British stagnation and high wages in particular,
took the form incrcasingly of investment. The ability of British
firms to do this was largely due to their historically inter-
national nature, coupled with the oxtremely rapid consolidation
of the merger boon (since size has been directly related to
expansion overscas by investment rather than exports.)40 Now,
despite tho fact that studies#t, though conflicting, do not
suggest that British firms will find life ecasy in the EEC, entry
is absolutely necessary if this advantage is to be consolidated.
It is also necessary if the state~backed European cooperation in
acrospace, etce, in which Britain has participated, is to be
consolidated and cxtended into other ficlds involving state
control or procuremont.

Nevertheless, except in so far as British cntry may cnable
BEuropcan capital to present a more solid bargaining front against -
the U.S, which ought in thc short tern to encourage closer state
cooperation while U+S. pressure lasts, it is hard to sec British
ontry naking nuch difference to the degree of pressure for the
developnent of EEC state functions. #s elsewherc, there arc
nationalist elements in British capital, and cven a surrogato
agricultural problen in the shapc of the Commonwecalth.

V. IMPLICATIONS FOR THE REVOLUTIONARY MOVEMENT.

Discussions of the nature of the reclationship of the
changing capitalist mode of production to the state raisec
fundancntal,questions of revolutionary strategy. In particular
they highlight the issue of the relationship of revolutionary
processes to state power. This question nust be squarely faced,
but it must be considered in tho light of a comprehensive analysis
of the social and political implications of changes in the
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capitalist'modo of production. As such analysis has not -
procecded vory far, particularly in Britain, we are unable to
do more than throw out a few suggestions at this point.

Changes in the mode of production based on new scientific
and tochnical forces under ruling production reclations and class
control can be seen to creatc new and sharper contradictions
between the characteoristics and potential of those new productive
forces ¢ e.g. notably the division of mentel and manual labour.
What arc the effects on production rclations and the structure
and consciousness of the working class of the developing
international character of production which we have discussed?

(a) The internationalization of production creates new
possibilities for thc manipulation and exploitation of labour.
Most important here is the creation of new forms of nigrant
labour and the "internal colony", which cloarly demonstrates
the changed structurc of modern 1npor1alis1. Further, the
internationalization of productlon gives the firmm a now flox~
ibility to dovelop production in countries and regions where
“the social conjuncturc is more favourable to higher rates of
exploitation, and to uso this flexibility to intensify exploit-
‘ation in cstablished aroas. (Cf.Henry Ford in Britain). However,
both these factors involve the weakening, which we have already
nentioned, of the nation-statec as a factor of social cohesion.

‘ (b) ‘The intensification on an international scale of the
- process of concentration and centralization intensifices inter-
inporialist competition and uneven development. The conscquent
creation of, and rapid changes in, the levels of privilege in
different natlonal workforces ‘can have an important impact on
class consciousness. This is a point made nmuch of by-Mandol,
wlth,which we do not nocosoarlly fully agrec.

(¢) The 1ntornatlonal centralization of control of
productive forces lcads to new contradictions between forces
and relations of production. The clearest exanple of this is
the analysis by Arrighi of the effects on the structure of the
. working class of control by the international firm of the growing
nanufacturing sector in the underdevoloped periphory. Tho
capital-intensity of the technology of ‘these firms creates a
relatively smaller and more skilled industrial section of the
working class, and a resultant. large scmi-urbanised lumpen-
prolotariat. Thesc developrents are parallel to the growth
of thée internal colony, and there can be increasingly close
social and political connections between the ghettoes of San
Juan and New York, Lagos and London. At the sane time, it is
thosc sections of the working. class at the heart of the system
that most sharply fecl the contradictions between the potential
of the modern forces of production and the dlstortions producod
by their class—control. : :

It is in the llght ‘'of these changes in th€ working—class
that we must soe the changes in the state. As we have tried
to indicate, state structures are likely to be put under great
strain, becoming more fragmented at the same time as capital
becones incroasingly reliant on them. The revolutionary
perspoctive that this indicates in broad outline must lay less
importance on the seizurc of existing state structures, and
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emphasize .rather the.building up of alternative forms based on revolutionary
working class activity. Such activity will take on an increasingly variegated
and diffuse character "internally" , and also will increasingly transcend
national boundaries.
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THE E.E.C. AND NEO-COLONIALISM IN AFRICA

PART 1. TRADE AND CAPITAL MOVEMENTS 1950's AND 1960's

The 8ix countries of the E,E.C, are all distinguished by
the fact that they hold, or held, major colonial possessions - Dutch
Indonesia, French Indo~China and French North Africa, the Belgian
Congo, the German war-~time empire in southern and central Europe. The
Buropean and African possessions are still associates with the Six
either as LAssociated states or as states having special trade treaties.
They are listed in Table 1 with populations, income per head and propor-
tions of trade conducted with the Six. It will be noted that three
ex-British African territories are included; and it is also worth
remarking here that this association of Mediterranean lands, where
Britain has historically been in conflict with France and Germany, is
one reason why British industry is anxious to get into th: Conmnmon
Market.

The Six countries of the E.E.C. are further distinguished by the
important. role that foreign trade plays in their economies. This has
always been true of Belgium and the Netherlands; but .the importance of
foreign trade has grown for them too since the establishment of the
Comnon Market and it has grown also for the others and especially for
West Germany and Italy. Table 11 reveals the picture and shows that
the growth has been in the importance of intra-trade and not in trade
outside the Common Market.

At the heart of the Rome Treaty lie two mutually reacting principles:

first, the original bargain between West German industry and
French agriculture, which required a protective external tariff

and managed food prices in exchange for free trade in manufactures-
a bargain which the French have had to struggle consistently

and tenaciously to get the Germans to adhere to;

secondly, the cormitment to an economic community, which provided
for free movement of labour and capital as well as of goods and
thus inevitably involved ultimately comnon fiscal and nonetary
policies. '

The combined result of the three factors here considered - the
colonial past, the foreign trade interest and the nature of the.Rome
Treaty — has been a somewhat ambiguous relationship of the E,E.C. with
the countries of the Third World: on the one hand, the increasing self-
sufficiency of the Six countries as intra-trade grew and the share of
external trade and particularly of trade with underdeveloped countries
declined in relation to the national products of the Six; on the other
hand the continuing interest in the Mediterranean countries and Central
Africa, evidenced in the treaties of trade and association and in the
flows of capitel, both private and official. There is of course a real
conflict between protectionist agricultmral policies in the Six and the
developnent of trade with underdeveloped countries whose economics arg
nainly agricultural., But mnore detailed exanination of the statistics
reveals that the ambiguity may be more apparent than real, since
tropical and temperate products only compete in the case of sugar, and
there was an evident change of direction both in trade and capital flows
after the nid- 1960's., This is shown in the recovery of the proportion
of external trade in the national products of the Six after 1966, and
even a very slight recovery of the proportion of trade with underdeveloped
lands, following the very sharp decline in these shares between 1958
and 1966, (See Table 11). '
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It nust be emphasised. that the trede diversionary effect of
the establishment of the Coummon Market was very considerable between
1958 and 1966, The proportion of foreign trade in the national products
of the Six nearly doubled, but this was the result of the sharp rise
in the proportion of intra~trade and a decline in that of -external
trode. The share of intra-trade in the consumation of manufactures
did double; in the case of France, West Germany and Italy whose depend-
‘ence on inmported manufactures was very small before 1958 the share of
inports was more than doubled., All the Six countries, howévior, increased
their share of imports. in their comsunption of manufactures from outside
the Conmnion Market as well as fron inside, although the growth was nuch
smaller, It follows that the share of outside imports in the consumption
of agriculturel and other primery products nust have been reduced,
(Compare Table 111 and Table 11).

The recovery of external trade ise. ex ccluding intra-trade, in the
cconomies of the Six after 1966 was only slight, at least up to 1968.
Whether we take growth rates (Table 1V) or shares (Tﬂble V) and whether
we take the changes between 1958 and 1965 or thosc between 1965 and
1969, the external trade of the Six countries grew morec slowly than the
average for all Developed countries and the sharc of the underdeveloped
countries in the Six Countrics grew nore slowly still. The process had
already begun before 1959, but having begun with o lorger sharc of their
foreign trade directed towards underdeveloped countries than the average
for the world as a whole and about the same sharc 2s other developed
countries they ended up in 1964 with smaller sharcs and in 1969 with
snaller shares still.,

~ When we turn from trade to capital, movenents of capital from
the Six to underdeveloped lands do show a slight change of trend
around 1965, The contribution of the Six to the 0:ECH total of such
capital flows rose between 1957 and 1960, fell back sharply to 1964
and recovered thercafter once more -to the 1960 proportion., But it
can be secn clearly from Table V1 that this recovery was the result
of increased flows of private capital. The contribution of official
capital had not recovercd by 1969. This is well illustrated in Table
V11 which shows that the overall target of 1% of netional incone
for overall flows of capital to underdeveloped lands had beea reached
by the Six countries in 1969; therec would however, have to be a very
considerable stepping up of the annuzl rate of growth of official
capitael flows which was achieved between 1964 and 1968 to reach the

target of 0.7% of national income from such flows by 1975.

We have now scen that there has been some recovery in the trade
" of the E,E.C. with underdeveloped. countries since the low levels of the
nid-1960's and a considerable increase in the flows of private capital
from the Six to these countries in the same period — an increase little
" if at all supported by official capital. We need to look nore closely
at the nature of these trade exchanges and of this copital flow.
Unfortunately statistical data is here very sparsc with respect to
capital movements, although the trade flows are well docunented. Ais
for as trade is concerned, the shares in the Six countries trzde of
Southern Europe, North Africa and the Middle Bast have been well
naintained (see Table Vlll) The mein declining shares causing the
general decline of E.E.C. trade with underdeveloped.lands have been in
trade with Latin and Central America and with Asia beyond the Hiddle
Bast and egcluding here the Communist countries., There has beécn -
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some decline also in trade with undcrdeveloped. African econories
south of the Nyrth African lands. Evidently the agreenents of the
E.E.C. with Mediterranean and Saharan lands on association and trade
have borne fruit and to these we shall turn in a ncnment, But

Table V111 also reveals an inportant aspect of the trade of the Six
countries with the underdeveloped lands, which bears on the flows o
capital fron the E.E.C, :

Inports from the underdeveloped lands into the Six countries
have remained at a nuch higher level than the exports of the Six to
then, Whereas exports to developed lands from the Six, and even their
exports to Southern Europe and the non-lMiddle-Bast Asian countries,
have stayed at levels well above the imports of the Six from the less
developed lands, the balance of trade of the Six with most of the
underdeveloped lands renains persistently in deficit, In other words,
the Six inmport from then nore than they export to them. This suggests
that there is no outflow of capital fron the Six to such poor lands to
finance = surplus of exports but rather the contrary. OFf course
underdeveloped lands -have to pay with their exports for services as
well as for goods. Indeed, United Nations studics (for exanple, the
U.U¥, World Econemic Survey for 1968) show a faster rate of growth of
African exports in the 1960's than of Africen inports - with the
inportant exception of the ex-British colonies of KNigeria, Tanzania,
Kenya and Uganda. The capital flow would appear to te fron the African
countries to the E.E.C, rather than the reverse during this period.
The explenation for this nay be found by examining in nore detail the
capital flows for the Maghreb - the three North African countries,
Algeria, Morocco and Tunisia.

The recent study by Samir Amin The Maghreb in the Modern World
provides us with a number of important insights into the nature of the
capital flows between France and her ex-colonies. These are signifi-
cant for the whole of the EEC, because of the preponderant share of
Prench capital in the total EEC supply of capital for under-developed
lands, viz - more than half of the official funds and at least a third
of the E?EQate funds (see Table VI). The picture of the foreign balance
for the three countries of the Maghreb in the 1950s and 1960s has three
main elements (see Table IX):

(a) & deficit on the trade and direct services account,
i.e. goods, tourism, embassy expenditure, etc., very
large in the fifties, reduced in the sixties but esti-
mated to have risen again sharply in the last few years;

(b) a steadily rising figure of debt payments on loans and
investments provided from abroad, and especially on the
0il investment, to add to the trade deficit; '

(¢) a small figure for gross private capital inflow and
a declining figure for military expenditure (in
Morocco mainly and prior to 1956) and technical aid,
plus a massive figure of official aid to balance the
above mentioned deficits. The private capital move-
ment is clearly a net outward one from the Maghreb,
and only covered by a net inward official flow of
funds.
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Cons1der1ng the capital account alone, Samir Amin comments that
the 200 m. surplus for investment in the three countries is an op~-
timistic estimate, but it is the absolute minimum necessary for stepp-
ing up the Maghreb's economic growth rate given realistic levels of
local saving. What needs to be emphasised is the actual negative
effect of private foreign investment. Amin gives some interesting
figures for the oil investment in Algeria in the late 1950s and
early 60s. Of the original capital investment, one third was spent
on imported goods, one third on imported -services and only one
third was spent locally. When regular operation had begun one
quarter of the exported value of the oil was spent locally, one
twelfth went on imported goods and services, leaving. two thirds ex-
ported in earnings on the capital invested. It was this huge sum
that required to6 be covered by French official aid each year. In
fact, the balance of payments deficits of each of the Maghreb countr-
ies, following the recduction of military expenditure and the flight
of capital with the departing golons, taken together with rising debt
payments, led to the cutting back of Maghreb imports in the mid- -
1960s and a period of economic stagnation from which the three
countries are only Jjust emerging.

’ The Maghreb countrles 1llustrate well another important aspect
of the economic ties of ex-colonial peoples with their one time
‘metropoliten masters. Their economies are distorted into an arti-
ficial division of labour by which the ex-colonial peoples supply
primary products in exchange for manufactured goods from the. metro-
politan countries. What is worse two or three products account’”
for about two thirds of each of the countries' exports. For the
Maghreb as a whole oil now makes up a third of the exports, a sixth
consists of phosphates and about a half of agricultural products -
mainly wine, citrus fruits and olive.oil. The distortion reaches
right down into the economies of the country, so that nearly a
third of the total national product is exported, as much as forty
per cent of agricultural production., A very similar situation
obtains in the other countries of Southern Europe and Africa with
which the E.E.C. is associated. Table X gives details. The causes
of this concentration on one or two crops and minerals lies partly
in the origins of the states precisely as colonial plantations and

~ mining concessions, partly also in their subsequent development for

which we need an explanatory model.
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PART II. A MODIL Or DUAL LCOHOMY .

The facts of the dependence of the less developed
primary productng economies upon the more developed in-
dustrial econdmies have been well establiched.  “The ele-
ments of the syndrome run as follows:

l. The nrlnarv producing econony sclls its products
through the markets (or firms) of the country by
which it was first developed or with which. it was
first associatcod; S

2. The primary producers arce in a poor bargaining
position in relation to the huyers of their products
because of their lack of diversification of products
(and of anplovment oprnortunities), because of storage
difficulties for hGllSh1blL crons and because oF the
large number of compptitor scattered all over the
world facing an organised and often cartelised market;

3, The primarv rroducers depend for their econonic devel=-
opment on the bucvancy of the market of the develoned
countries and on being able to purchiase nanufactured
coode frcm thesc countries;

4, Primary products like minerals and fuels that are non-
renewably assets come to be used up by the more devel-
oped countries, often leaving nothing bchind for the
underceveloPCQ rrimarvy oroducer“ to develon for then-
selves

5 Forcign ownership of nines and plantations in under-
develoned econcnies inmplies an outflow of carnings
fronm capitnl investnent and thercfore much reduced

spreadt effects than if these Larnlncs vere spent
locally.

6. Growing markets in underdeveloned economics tend to
be preempted by giant foreign companics cither through
their export or through local subsidiary production
with results similar to (5) abovec.

Traditiona1 international trade¢ theory would indi-
cate that, desrite these AiﬁfiCUltleu, rovenents of canital
and labour togcther with the free movenent of gonds should
nove to vherce capital is cheap and wages are high. “he
law of comparative advantage in trade should work to en-
courage producticn ancng even the least cfficient produccrs
of those goods where the comparative advantage of the nost
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efficient is least great. And wat these progesses work
out by slowly if at all. Sorrething akin to the dual
-econony between advanced and bachkward sectors 2£ a not
very highly modernised state is established in the world
as a whole.  Labour does not move freelv and the nove=-
nent of nany goods, esrecially agricultural and l1h0ﬂa
intensive products, is strongly proteccted.

The naturo of the cconomic rclationshins in wvhat
amountg to a dual world econcmv can be understood in the
light of the rc*ative freedon of capital and tochnological
movenent compared with the absence of freoe movement of
labour and ”OOdu. Carital doces not, of course, ncecass=
arily £lov where labour is cheapest because loecal narkets
and external economics are more important than wage levels
in determining rrofit rates and irndustrial location. At
the same time, lakour is preverted from moving to wvhere
capital investment is taking place and wages are higher.

As a result, the dual cecononyv. encourages  an artificial
division of labour - canitwl intensive manufacturing
industry developing in theé richer countries; labour in-
tensive production in the jﬁoru* countries And even this
division is distorted by the neasure of rrotectlon cf

- agriculture and of- labour intensive industry in the rich
.countries. ~Thus economic diversification occurs in the
rich countries parallcled by spccialisation in the poor
countries on a feow products which cannot e rroduced in the
rich countriecs. :

Tsunen Iida (J) has offcred several nolels of dual
‘economy with technologically advanced -and bhackward sectors,
the first having higher wage rates aall profit rates than
the latter. These nolels nay be appllew with even nore
rcalism to countries, since the assumption of Iila's
nodels is that labour cannot move from the backwar? to
the adlvance’ sector’while carital .can nmove ceither vay.
_FPactor nrices in the backwar:l sector are thus jletcernined
by those in the advanced. llage earners in the backward
sector must choose a low wage offercd or unemrloyment
since the marginal produce of labour is zero (2) but -
‘anl here we go bevon!! Iida's model = 1f wage earners
in the advanced sector attimnt to raise their wages wita-
out incurring unemployment, they can (o this but orly if
they prevent capital flowing to-the backwar? sector.

"™his they can o in advanced COuntries,by neasurcs of
rrotection = through tariffs and subsidies = and by
cap*tal export controls acainst the backwarl countrics.
iThat is morc they nay be able to prevent the £low of
labour from the backward countrv to the advanced.  Thus
the cdual structure of the international econcnmv follows
fron the strength of Trade Unions and of producers’
oraqanisations like those of farmers and nanufacturer

witn lov capital intensity of cutput in checking thc flom
‘of labour and goods f£rom poor to rich ilands, and of capital
in the other ulrcctmon. Moreover, the Jual structure
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is self-rerpetuating and self-reinforcing since wealth
attracts and poverty repels investment on the Myridal

model of cumulative causation. (3) Of course owners of
capital in the advanced countries could import labour from
the backward countries and reject the projectionists cf
their labour intensive industries but they do not do so
beiause of the rnolitical strength of these interest groups.
(4 '

PART III., THE TERMS OF E.E.C. ASSOCIATION

ile may test this model empirically against the
terms laid down by the E.E.C. in reaching agreencnts of
association. - We shall look first at the agreement with
certain sami-develoned economies of Scuthern Europe and
then 2t the relation with underdeveloped African assoc-
iated terrieories.

1. The Semi-developed Economies

Greece bhecame an associated member of the E.E.C.
by an Agrcement signed in 1961. Since there was no mention
in the Rome Breaty of such a status for European countries,
the Agrecment enbodies provision for the "cventual access=-
ion to the E.E.C. should the Association Agreemcnt work
well enough to enable that country to contemplatce full
accepEance of the obligations deriving from the Treaty of
Reme .

Turkey, which applied for membership at about the
same time as Greece, was kept waiting until the Greck talks
werc concluded. "he principles cestablished in the E.E.C.
Greck agrecment were important not only for ‘urkey but for
the other Southern Buropean countries = Spain and
Yugoslavia and also for Israel and other countries which
are not whollv underdevelcped and have more recently been
discussing terms of Associatc E.E.C. membership. The
circumstances of these applications werc all similar =
the threat or fact of declining exports or at least of
trade deficits by these countries with the E,3.C.

‘The following were the main temms:-

1. Customs union between Greece and the E.LE.C, is
established, providing for:

a) irmediate free entry for Creck manufactured
goods into the E.L.C. (these karcly cxist);

b) an extended period (up to 22 years for sone
products) for the aboliticn of import duties
into Grecce from E.E.C.
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c) temporary tariffs permitted on imports fron
E.L.C. to protect infant Greek industrics in
~the first 12 vears of the association;

The cormon market *xtcrnal tariff accovtud by Greecc
except for some special imports from third countries
including quotes for U.S. aid items;

. Agricultural trade manaaed Jy rrices and levies,

to allow increased QXﬂorts of Greek tobacco and
raisinrs to E.L.C., but little room for conpetition
of Greck products like olive oil, wine and citrus
fruit which would cut into the market for such
Italian producc; '

A develomment loan of $125 n, over a five year
period provided f£rom the Luropean Developnent Fund,
a sum which was subscquently stepped up for the
following five year reriod;

Free novenent of labour (i.c. of Greek underenployed
rural labour) to be introduced at the carlicest

(ny enphasis = !M.B.3.) on the exniring of the 12
vear transition period. Socialist mambers of the
Luropean Parliament, who attemptecd to write into

the Agrecment assurances about the frecdom of Greek
frade Unicns were defeated.. (5) :

. Right of estaklishment for E.E.C. companies and

partnershins to bhe speedily extend cd - in the
words of the cfficial connentarv as "a necessary
condition if the influx of nrlvate carital is to
be stimulated and guarantees are to be available
that it can be invested without discrimination
‘based on nationality". (6)

‘The effect of these rprovisions taken together

almost exactly £its the mcdel of the dual cconory. On
the cone hand, there is a minimum guarantee of privileged
markets for some Greek agricultural export not competing
with E.B.C. products (the privilcge would be reduced with

every

new Southern Luropcan state admitted to the same

forn of association) and a mininum supply of  develcpment
capital; on the other hand, the Greeck markcet is opened
up to the industrial ﬁroducts and the private inve sstrent
of the more advanced full L.E.C. members.  Free novenent
of labour is Oxﬁl‘Cltlj deferrecd, Since freedon of
~establishment is by contract guaranteed the nrotection
against imports allowed for infant Groek industries is

as much an advantage for foreign firms establishing sub-
sidiaries in Greece as for £1rms in the Greck cwner,nip.
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Econonic development is thus tc an extent cneouraged but
only within a framework that incorporates Greece into
the econonic strategy of the ciant European companics.
Criticism of what appeared like nec-colonialism inspired
the leftward shifts of Greek Goverrments in the early
1960°'s which were in their turn blocked by the Colonels’
caup of 1966.

2 The Underdevelored Countries

If the nodel of a <lual economy which has Leen
described fits the less underdeveloped countries of
Southern Burope what are we to say about the more under=-
doveloped L.E.C. asscciated territories of Africa? Doces
the same model apply to them? "he inclusion of the
cclonies of the six countries as associated territorics
under the Rome Treaty (Act 135) was made rather late in
the original Cormon ilarket negotiations at the request
cf Francc which was looking for helr with her heavy
colonial aid cxpenditure. Under this article therc
were four main pro¥isions.

a) All Quties on imports into the E.E.C. from the
overseas associantes of the six were abolished;

b) The associated territories were free to chose
their markets subject to consultation with the
E.E.C., if they deemed that protecticn was neceses-
ary to foster domestic industry and development;

c) All preferences granted, however, by the assoc-
inted territories to their metropolitan country
were to be extended to the other L.E.C. members;

a) A developnent fund was established with scome $600
m. to spend over the first five years, ncarly all
of it was earmarked for the French Cclonies.

The result of these terms of association was to
give a privileged market in the E.E.C. tc associaten
territories for certain tynical produces = cocoa,
coffee, tca, around nuts, palm oil, bananas = since
the E.E.C. operatel a common tariff on imports of these
nroducts from non-asscciatced countries. In fact, the
advantage of this preference was greatly reduced in 1963
by the agreements reached between the E.D.C. and U.X.
and under the G.A.T.7. to reduce common external tariffs
on tropical products. tlorecover, after considerable
criticism of the tcrms of association had been expressed
by non=-associated Nfrican states like Ghana and Nigeria
and Kenva, aprlication was made by some of these states
also for E.E.C. association. In fact, the attraction
of the L.E.C. market for nmany tpopical products were,
and are, severely limited by internal taxes. In the
case of Germans these raise the import price of coffce,
for example, by 90% and of tea by more than 100%.
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Inmports by the E.E.C. of processed preducts were,
nonetheless somewhat cneouraged by association since the
E.E.C. to an even greater extent than the U.S.A. and U.K.,
impared progressive rates of tariff according to the
degree of processing involvecd; and this gave definite
advantages for example, to cocoa products, copper. goods,
cotton, woollen and jute fabrics, wood manuf ncturera,
paper and fabricated rubler materials from associated
territories By 1971 these advantages werce extended
to most othcr undcrdevelopc( countries (in Asia and
Latin America) subject to cuotas based on the Community’s
1968 imports and with more severe limitations on textile
Jimports. But long before then the original associated
territories had ceased to be coloniwcs of the E.E.C.
menmbers, and other African states had obtained associated
status as a result of new negotiation in 1962 ani 1963,
The terms of these agreements of association are imrortant
for an understanding of the Community's arnroach to devel=-
oping lands.

HYe need first to distinguish four different tvpes
of aseaciation that have emerged:

1. The Rome Treaty Part IV which still applies to any
remaining dependent territories of the six.

2. The Yaocund€ Conventions of 1558, 1963 a:4 1969
arplving to those ex-coloniga of the six which
have attﬁlncd nolltlca1 indenendence These

arose from the Treaty and because of fin incial
nrovisions required aijnnture by all six E.B.C.
nunbers separately.

3. Agrecnents establishing association with liiqgeria
in 1966 and with Kenya, Uganda and Tanganvika in
1968 anc being offered in ne gotiwtlon with Dritain
to other Cormonwealth ‘countries in 1971, Thesc
vere negotiated by the E.LE.C. as a2 wihcle under
article 238 of the Rome Treatv and contained no
financial provisions.

4, The Aqrcements establlghlng association with Greece

' and Turkev. These were also neqgotiated under
Articlc 238 of the Trcaty but, as we saw carlier,
provided for full membership in due course. Such
agreencnts are under disc ussion with & spain, Yugoslavia
1nd others. ‘

-These four tvres of association can be distinguished
by the relatively greater frecdom of nanoucvre for the
associated state in cach case, increasing respectively
from 1 to 4.. Such freedom relates to rights to impose
export dutics, to withold certain products from the list
of goods allowed frece cntry, to take nrotective action
without consultatlJn, to imrose internal local charges,
to make customs union or free trade arrangements with
third parties. Sukject to these variations the terms
of association in each case are fairly similar.
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They may be surmarised as follows:~ (7)

1. Custons duties on imports into the E.E.C. from the
Associated state are eliminated for all products
except certain (often major) specificd items where
a quota only is subject to tariff freedon. (In-
ternal E.E.C. taxes, c.g. on coffec and tea are rot
affected).

2. Duties and quotas on imports into the associated
state from the E.E.C. are progressively eliminated,
subject to the right of the associated state in
effect to collect internal taxes at the frontier
(so=called fiscal entry charges) and to retain or
introduce duties or quotas which "are nceded to
neet emergency situations or are decmed necessary
to meet its developrment needs or its industrial
requirenents”,

3. The exercise of these rights, however, must be
subject to consultation with the Cormunity in an
Association Council established for the purpose.

4, Associated states are free to make customs unions
or free trade agreements among themselves and with
others subject to these having no discrininatory
cffect against the Community.

5. The interests of the Associated state will be "taken
intc consideration" within the frameworl of the
Cormon Agricultural Policy as regards products simi-
lar to and competitive with European products.

6. Rights of establishment (i.¢. of E.E.C. companies’
subsidiaries) and to provision of services and to
freedom of capital novenent shall not discriminate
ketween naticnals of the associated state and Corm=-
unity members, subject to the reciprocity for the
associated state in the Comnunity members' countries
(an unlikely eventuality!)

There is no provision f£or movements of labour from
the associated states intc the E.E.C., althcugh this is
allowed for in the terms of associated with Greece and Turkey,
which might be applied to more develored countries
like Spain and Yugoslavia. Por the ex-colonics
there is, in addition, provision for grants of aid
from the European Development Eund. $580 m. was
nade available between 1958 and 1963 and $660 m.
for the next five vears under the Yaounde Convoention.
Out of the first fund 0.7% was allocated to industrial
develorment and 45% to transport and cormunication;
out of the second fund 20% was for economic divers-
ification; the rest in each case was divided be-
tween agriculture, technical and other education
and social necds. Projects under the Fund arc
initiated and administered by the Cormmission of
the Cormunity, so that "the principle of the unity
of the Cormunity's political aid is fully prescrved"
- to quote the relevant E.E.C. mencrandum. (8)
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Aftor reviewing the ¢ terms of association one can
perhans only hope that the new Convention to be negotiated
will, in the ultra-cautious words of the iigerian govern-
ment negotiator with E.E.C., Mr. P.N.C., Okigbo, "satisfy
the commercial interests of the Communitv andd at the same
. tine mect the dovelopment needs of the African states." (9)
The kind of developnent planned for the associated states
by the E.LE.C. is clearly what might be called ‘kack-garden
develorment' - cnough to heln to sustain the E.E.C. sales,
investments and sources of non-competing supplies, but
firmly tied into the E.E.C. econony. There are no pro=
mises or rlans for increased sales by the Associatcd states
- indeed thecy have in fact relativclv declined; there are
no rromises or plans for industrial dev‘lopment in the asso-
ciated states =~ indecd the gap between them and the Corm-
unity has widened. HMost important, the dual economv is
clearly maintained as we have understood it by the lack of
any reference to labour movements in the African agrecnments
and bv the protection of competitive Durcnean agricultural
nroducts and certain other labou intenolve products inclu-
ding textiles in the E.E.C.

PART 1IV. PR SPECTE I'OR BE.E.C. ASSOCINTE MEMBERS
If the analysis of thisgs vancr is correct, the develon=
nent of the Associatc members of the B.I.C. within the frane-

work of the Association depends upon four factors combined:

a) Yreer movenents of lahour £rom the associated states
in the E.E.C.

s

b) Freer novenent of labour'intensive'joo 's from the
associated states into the E.E.C.

c) Freer movement of capital from the L.E.C. into the
associated states.

a) Greater retention of canltal earnings in the asso-
ciated states. -

Of the first - the freer mcvement of labour into

the E.E.C. = therc are already signs of increacced movements
not only from southern parts of the LE.E.C. (and of course
in the returning French Colonics from North Africa) but
also from Greece, Turkev, Spain and Yugoslavia, Unfort-
unately, the initial result of this nroce s is not so nmuch
to reduce unemployment in the associated states as te deprive
then' of the morce skilled and ecducated members'of the popu=-
lation. The ‘advanced countries bencflt from education and
traininq wvhich they have not had to pay for and the back-

rard countries lngc an important ¢ ttracginn to- canital flows.
vMorcovcr, insofar as the import of labour reduces wage rates
in the advanced countries the return to canital in these
countries should be raised and the attractions of capital
export to the backward regions that much reduced. This
is, of course, nart of the pincers movament of traditional
thecrv. ‘ : '
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Of the second =~ the freer novement of goods into
the E.E.C. ~ thcre are also signs of new intentions in
the 1971 decision to abolish duties on many of the poorer
nations' exports of manufactures, seni-manufactures and
sone processed agriculturwl products. This cdecision
really spreads more widely to other underdeveloped countries
the privileges of the associated states. . It is not intended
in the first place to increase the teotal imports but only
to switch nurchases within 19€8 cecilings. (10) Textile
imports will still be severely restricted. The effcct of
nritain's entry into +he H.E.C. would ke to reduce Britain's
purchase of commetitive agricultural and cother nroducts
from other non-B.E.C. suppliers in favour of E.E.C. pro-
duce. Even if special arrangemecnts are nade for New
Zealand neat and rutter and for Caribbean sugar, nurch1,cs
of Argentire meat .and grains, of Iraqg barley of Polish and
Yugoslav meat, of Indian and Pakistan textiles, of Afghan
diner print and hides and of many other products of under-
develored countries outsicde the E.E.C. and its Associated
Ctatcs, will be affected. Dritain®s tariff and quota
poclicy regarding textiles and other manufactures and seni-
nanufactures has been considerably more liberal than that
of the E.E+C. at least as regards goods of commonwcalth
origin.

Wthat secens likely to emerge from the E.E.C. asso-
ciations is a limited opportunity for industries to develop
- limited that is to those which conmpete lcaot with products
of the E.E.C, members themselves, It is significant that
textile imports are still to be severely restricted; for
the textile industry is heavily concentrated geograrhically
in most industrial countries and the direct effects of in-
crcased imports on the prosperity of certain areas that much
more c¢bvious. Denand for textiles, morecver, shows a less
than one for one increase as income increcases:; so that ad=-
vanced countries have relatively declining textile industries
and employment in them is therefore a sernsitive question
for governments. Growth of imports may be easier to allow
in the case of other less sensitive prodvcts; but it would
be idle to expect this. to be rapid unless it was planned
for deliberately as nart of a more planned growth of trade
exchanges =~ a suggestion which we discuss later.

Of the third - f£freer movements of cepital to the
Associated States -~ there is considerable evidence of
change since 1966 as far as private capital is concerned.
The change was ncted carlier in this paper and involves a
‘novement of capital mainly into the Asscciated States and
nainly into oil and other mineral .cextraction. .0Of course,
this capital flow to underdeveloped countries is almost
negligible compared with the flows currently taking place
between the developed countries - the E.L.C., U.8.A.,
U.X. = themselves There is very little evidence yet
of manufacturingrinvestmcnt in the E.E.C. associated states
although motor car assenbly has been estakblished in Algeria
and Morocco and sone local consumer goods industries like
brewing and cement manufacture elscwhere in Africa.
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This leaves the crucial fourth condition for econonic
development of the asscciated states to be considered -
the greater local retention of carnings from investment in
the underdeveloped economies. ithat we saw carlier of the
Maghrele states revealed that retention of earnings would
have to ke on a very large scale to exceed the debts owed
on earlier investments. “"he flow of private capital in
recent yvears -has been in general fron the undcrdcva10ncd
and to the developed countries because debt: rcwaynents have
been exceading rctenticns and neéw investment; and this £low
has barely covered by official funds. B.E.Co imports from
the Associated .tatqg of Africa, as we saw earlier, wecre
higher than exports to these states, cven though the reverse
was the position in the EJ.E.C.'s trade with the Southern
Eurorecan st-tes. This suggests that the flow of capital
night begin to be outwards from the E.E.C. to the African,
and espccially the Morth African, states once a mininum -
local nmarket £or manufactured goods becgins to cmerge as in
Scuthern Europe. ?his would follow increased sales of
local products in European markets. Some diversification
cf production and gencral economic development might then
be encouraged by the E.U.C. agreements on Asscciation with
unﬂerdeveloncd countries. 4 ‘

Two nroblems remain and one is the speed of this pro-
cess in rclation to repulation growth in the underdeveloped
countries; the other is the limltatlvn set to this. nro-
cess by the verv nature of the economic framework within
which they are set. The f£irst problen can be well illus-
trated once riore from the experience of the iaghrele. In
the period 1955-70 an average 4% = 5% real -annual growth
rate has been reduced by population growth ¢f 2.5% per annum
to a rer capita growth rate of only 2%. Even 1if population
growth over the next 20 vears could be kent below 2% n.a.

a growth rate of arcund 6% would be needed to railse per
carita output by 4% sustained’ for fifty years. Such a ratc
would brinc standards of living near to those in ¥Western
Burope. In twenty vears a third of that standard would be
achieved. Such a target may not appear- imrossible, al-
thoush the inmplication both for growth of non-agricultural
jobs (8% a year) and for increased agricultural productivity
(perhaps as ruch as 5% a year) seen rath 2r more daunting.
Table XI gives the detallq. : '

The second and more scrious problem concerns the
linitations of the cconomic framework within which the
development of E.B.C. associated states may take place.

This we have already described in static terms. The dynamic
of -the E.E.C. is hovcvcr, the accumulation of capital by
very large corporatlonc operating right across statc boun-
daries. Many of these corporations have already established
orerations in the assoclated states over many years and were
prart of thc colonial relationship by which the European

assoclation was first established. One may instance the
Bclgian Union Miniere, ZRoyal Dutch Unilever and the United
States Company, Petrcles Francaises. Insofar as the
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association is no longer a colonial one but with the Z.E.C.
as a whole there are two important differences: first,

the giant metronolitan company does not have the same privi-
leged monopolistic position in "its colony"; other giants
‘are there in competition; sccondly, the state, in this
case the institutions of the E.LE.C., rnust mediate and requ-
. late this comnctition. This certainly provides some xnem
for manceuvre for the associated state and some possibility
of official capital for infra-structural development, but
at the same time the scale and interests of the giant com-
ranies are not greater and wider than ever and their tech-
nclogy much further advanced. This has two resultss

on the one hand, these giants are in a position to treat
states as clients offering to nake capital available on
_conditions that involve determining the whole fiscal and
employment policies of the states and indeed the whole growth
path of their econonics. On the other hand, the capital
intensive technologyv of the giant f£irm today renders the
contribution of labour to production so small that wage
rates arc much less important than the education, skills
and logalty of enmployees.

jhat emerges is a pattern everywhere of dual econony
among the underdeveloped countrics. lage rates and profit
rates are high in one sector, that of the trans state cor-
roration, and low in the local sector of primary production
and labour intensive manufacture. Canital does not nove
from the first to the second (some of it in fact moves out
of the country); nor does labour nove from the gecond to
the first. The possibilities of escaping from this dual
econonmy position depend upon the generation either of some
lécal private capital or local state capital or upon
official foreign capital and aid. iocal capital gencration
is unlikely because this will tend to have been preempted
by the giant corporations through the tax policies they
require that leave theaassociated state with little power
to accumulate. ilonethcless, the oil providing states have
shown that resistance to giant company accumulation can he
achieved by united action. The position of the elites
which provide the ruling grours in the underdeveleped coun-
tries is prrofoundly ambiguous on the one hand, agents his-
torically of thc develoned countries, on the other, and
particularly in Africa, cith closc links to their own peoples.
Thev would nrefer aid without strings. Official foreign
capital and aid tend as we have scen, however, to be tied
to the intcrests (if not the actual products through export
credits, etc.) of the developed lands. There remains
local state capital with all the problems of collecting
taxes for investment in the future from people who nhave
barely enough to live on in the present. The "iron heel
of primitive accumulation", as Preobrezhensky described
the early years of Stalin's policies was not only a Russian
prhenoncna.
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There renains one possible way out. The interests
of workers in the rich countries and the people of the poor
countries‘apﬂoar to be opposed in the mechanisn of the dual
aconony . Labour intensive nroducts in the rich countries
are protccted and labour mobility £rom the poor countries
is prevented. But this is the result of the failure of
econcmic managenment inside the advanced industrial nation
states to be applied to the international economy. It
nay or may not bhe possible to envisage the industrial powers
applvinn hcvnuSLan neasures on a world scale given the com~
retitive atrqulc of European, Ancerican and Jarancse giant
corporations. . A new world-wide trade war nav scem a nore
likely cutcome in the near future. The increasing con-
centration of investment by the giant corporations in the
frontiers of technological advance, where the groatést mono-
poly rewards may be won; leaves however, not only great
areas of underdevelorment in the poor countries but redun-
dancy and unemployment in the rich countries themselves.

The interest of the great mass of the peorles in rich and
poor countries are thus opposed to the concentration of
capital accunulation in a few giant companies at their ex-
pensc, YThat they both need is a new framework of inter-
national co-operation which unitas the interests equally

of the peoples of the rich and poor countries. Such a
framework can only be found in the planning of international
trade Lxchann 3s through a rultilateral trﬂde clearing agency.

The aim of such a planned trading system would be
the achicvement of the real mutual advantages of inter-
nafional trade to replace the present artificial world
diwision of labour, between nmanufacturing countries and
primary producers. A beginning would bo the abolition of
rrotection for the labour intensive e: tmorts of the advanced
countries in exchange for expanded narkets in the under-
developaed countries for the more capital intensive procucts
of the developed countries. But this could not be carried
far without a rlanned cxpansion of trade exchanges.
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TABLE 1
B.E.C and Associated Countries 1964-66

Country Population 1966 B,3.C. & Other Assoc, area
millions - per Capita share of trade 1964
| Incone ' Exports (%) Inports (%)
Six Other Six Other
Belgium/Lux. 10 1900 63 4 53 7
France .49 2050 38 . 22 - 38 20
W. Germany 57 2000 . 3% 6 35
Italy 52 1180 38 11 33
Netherlands 12 1670 55 4 52 5
TOTAL SIX 180. 1760 _ 43 10 40 9
Greece 9 760 38 8 42 4
Turkey 32 320 34 5 29 3
Spain 32 700 39 ' 5 36 6
Yugoslavia 20 600 28 6 28 5
Malta 0.3 550 ' 13 15 26 7
Cyprus .6 700 30 6 25 5
Israel 2.6 .. - 1500 28 7 29 3
TOTAL ABOVE 97 C.600 - - - -
Morocco RV o200 62 R 52 5
Tunisia 5 230 65 1i1. 59 4
Mgeria 12 .. 250 90 5 75 4
Kenya 10 110 23 1.2 19 2
Tanzania 1.2 80 21 3 17 1
Uganda 8 100 17 12 22 2
Nigeria 60 90 36 5 23 3
18'Yaounde' States 65 150 67 1, 50 ’
of which Congo 1.6 150 67 1 50 1
Malagasy 6 110 55 12 80 3
TOTAL ABOVE 192 C. 170 - - - -

Source: U.N. Stetiz‘ical Yearbook & I.M.F. International Financial Statistics




e . .. Role of Foreign Trade in E.E.C. Countries C.N.P. 1955-68 = '« _ . 0. . i ..l

(Figures in % and gbillions)

Country .. G.N.P. (gv.) Irports (%) Exnorts (%)

1955 1958 1966 1968 1955 1958 1966 1968 . 1955 ~ 1958 .~ 1966 <1968 - . C

Belgiun/Iux. . =~ 8.6 .9.6. . 16.4 20 29 © 30055 . 415 T. 45 429 .3 © 40 . aa
France oo 38.. 1946 117 118 12 . 12.5 15 . 16 -. 13,5 12 45 T 46
W. Gernany L 3945 50.6 104 123 13 o015 20 7 23 oo 1T e 2 r 22,30 2651 -
Italy: .~ -« o 2245 25..9 54 .70 . 8.5 r 29.5 © . 1T . 18 i.. 7.5 ¢ 10.5 . 20.5 .22 .

N*'lands ot T4 8.6 8.7 . 24 3% 38 55 "..59 ., 38 543 54 .. 58
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TOTAL(gb.) - ... 116.. . 1445 30 . . 355 19+2 -+ 224F .. . 51 7. 59,5 .1 18.,9.7 23,4 i 52,6 .-64
Ls percentage.. 100 . 100" 100 100 i§6.5 1505000 0 16.5: 167 16 11716 T éétn318, .

0f which R _ ' SO L.
intra trade, ... 100, . 100 . 100 . 100 o553 b2 9.0 8.0 5.3i *. 5.2 . 9,0 “... 8

Bxtra trade: i+ . 100. 100 100 . 100 11.2 ';410.3..f“‘ T5H.0 . 8.7 10.7° ... 10.8 .- 8 i..10.

To/Fron u'dev. . - SR IR R : e
" lands ... 100. 100 100 100 3 L1265 1.3 147 2.9 " 2.5 0 1.2 . 1.3 o

Source: U.N. Statistical Yearbook _ T el a0




TABLE IIT
Qole of Foreign Trade in E.E.C. Countries, Consumption of Manufactures
1954 - 68

Country Total Consunmption(gb.) Intra Trade (%) Other Inports (%)
1954 1958 1968 1954 1956 1968 1954 198 1968

Ty T AN s pateaa-lades SR S b utetaliane ot tharnith Sutel T e e e . -
LTS T NN AT TEUE TR TR LT, TS .
JERE BRI . : I [

Belgiunm 343 3.9 8.6 18 24 39 18 18 23

A I S A ANT ~:o’-", “ LodE Y C a3 s e ow . © ey . ) . . R ) . e '
4 P H s N

prancel T T qggr 1T a3t Usss U2 RITi 3NIAT o oL 3t 4t Uss

WY, Geffeny 1079 1905 ¢ . 29940 oT0sd St 2.5t 35 s a8 0 B35 B - T

':--;' "vl;.".‘f" Italy SUA T 8.7 :11;.‘\2".': ,29.7 :;-':‘.;;;'4 T 4 ;‘7«;,9 P 4.-.-5.;5.-, BT 6.5

-~

P 100 Noderlbddst (0 342 o Teu4s20 0 melAa3 or 0 26050 a0e 2945 gt 3T.5 - o 15aTesoe 152, 15.2

-4 ~< ~ AU o N . ~ - oy . R A Soro ., oL s ) . - o . R .
: TO AT oo e o A 5'—3’7’."4}"3—'—"‘" ‘hlf‘h‘ﬂ?i2ﬁé5&£m1v712".-5wn rmrisms Dueda ,L:.-"6...2~x;-=.~,=-.».-gx.v .—,1;2:0‘3,&. A . “4::5 04’.—;.-.:;.:»:.-.;«.;..»‘».,.;.8‘0-2..,,,:.;‘_ PN -..w_-7.0-9.,7c..- s
> o R T L s vy . . e R - . e

oLt gLt T e T '8ource: NJILEJSS.R.Bcononic Review, November:1970, pe33-.-: Tt s e .
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TABLE IV

Growth of Developed Countries', Trade and of E. E C.

Trade by Area 1955 - 69

' Gurrent Values T

Sources U.N. Statistical ¥ggrbook

1958 100
1955 1958 1965 1969 1969
1965=100
- Exports - .- .- 3 . . . ,
A1l developed countrles 85 100 180 272 149
EEC - All 81 100 204 325 159
- Intra Trade .. 83 . 100 278 490 176
- Extra Trade 80 100 170 248 - 147 -
of which to underdev. 81 100 120 165 137
- Imports
All developed countries 90 100 185 282 1571
EEC - All 88 100 290 328 154
. = Intra Trade 83 130 278 490 176
- Extra Trade ‘ 89 100 177 242 - 137
of which from Underdev, 94 100 160 222. 135
Priceg : S
EEC Exports. . . 99 100 103 108 105
EEC Imports 96 100 98 99 101
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TABLE V..

World and ELE‘CZJTfadé'with‘ﬁnder-dCVGiébba'"

”“““H..Econﬁmie;~1955--369

1955 1959 196k 199
World Trade (#b.) | 93.5 1154 1722 272.0
% to under-developed 2.7 - 23 _ 204 . "~ 18.8
% from ﬁnder—dovoloped . 25.3 - 22.% 20 oo 1737
A11 Developed Countrics ) o - .
Exports (gb.) 4 .' 60.5 754 M7.3 . 191
% to undér-devéloped 27.7 2605 21.5 - 19.5
Imports (Fb.) : 61 Th 116 ' 191.3
% from undor-developed 28, 25,5 . . 215 -7 18.8
E.E:C. Ixports (gb.) - 4849, 1 25,4 ... 42.6 76.3
% to undcr-developecd 26.5 23.7 16.1 13.5
Imports (gb.) 19.2 23.7 L3.4 72.3
% from under-devcloped 27.0 24,2 19.4 16.6

Scurce: U.N., Monthly Bullctin of Statistics
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Long term Capital and Aid to Under-developed Countries TABLE V4

1957-196 U.S. pm,) 1969
1957 e Lggie) e

. Public .
ALL L Bgpjie  ALL Pabdic AL o A1l Fubiic

-

[OECD TOTAL 7,635 8,115 4,703 . 9,142 . 6,015 12,753 6,429, 13,571 6,207

- Belgium 36 182 101 164 71 243 88 257 116
France 1,229 1,325 847 . 1,360 828 = 1,483 855 1,742 965
W, Germany 522~ 628 23T 707 460 * - 1,635 - 7554 2,045 595
Italy 209 298 17 237 48 505 165 848 130

N'lands 145 2397 35 18 49 . 216 . 134 369 143

EEC. TOTAL 2,041 2,609 1,197 2,566 1,456 4,142 1,79 5,261 1,949

EEC as % of : L . -
OECD 28 033 . 27.5 2844 243 0 325 .0 28 . 38.8 29

'ﬁote= = 1969 total nct flow for Six.déﬁntriés'ﬁés
#5,197 - about 4C% of the OECD total.

Sources: Pearson Report and 8.E.C.D 1970 Review of Devélopment Agsisstance
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TABLEVII

r

-~ Annual ‘Rates of Growth of E;E.C;—FldwsuoflC@pital<andm»., e
- Aid to the Under-developed Countrics 1956-68

R I

1956-61 - . 196168 = 1964-68 ?2?53?2‘2?

o . A117 Public ' A1l Public A1l Public . A1l Public

Belgiwi ~ .12.8  .35.7 5.8 0.7 10,3 5. 1.9 B0

France 46 T8 0.8 e - 2.2 0.8, 1;6,m .,L;é'.;..i::‘

West Gormany. 15 3.2 7 10 ° 8.1 23.3 4.0 0.7 1.7

Netherlands -6.5 3;4'M"'>4i7.’ 13,4, 23.6 28.6 | 3. 8.6

0.E.ChdL 8.0 3.3 h8 32t 8.9 1.9 8.9 1k

Note: Target = 1% of G.N.P. by 1975 for all flcws, in fact more than
achicved by all E.E.C. Countrics in 1969; and 0.7% of G.N.P.
by 1975 for public flows on assumption of 1956/7 to 1968 G.N.P.
Growth Rates continuing. '

Source: as for Table VI.
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Table VA1 .. -

EEC Trade with Developing Countries, 1964-69

Trade by Areas Exports " Imports
. 1964 1966 1969 1964 1966. 1969
A1l Areas (§ b.) 42,6 52,7 7637 . 430 5107123
South Europe (%) 4.2 4T 45 2,0 2u1, 2.1;
A11 Underdeveloped (%) 1641 15.2  13.4. 19.5 18.7 1646
North Africa . » 2.9 2.4 T 262 ) ; 305 : 305 305
Other Underdev. Africa 3.4 3.1 2.6 4.3 3.9 3.6
Latin America 3.8 3.5 3.2 5¢1° 4.5 3.8
Caribbean Btc., - S 0.7 0.9 0.7 ‘0.4 ., 0,5 042
.-Agia~ Middle Bast - - 772337 204 0 2030 ¢ -3.9 - 4.0 307
Other Asia 3.0 2.9 2.4 2.3 2.2 1.8

Notes: Communist countries are.excluded (except Yugoolav1a) from both
underdeveloped total land from Other Asia. :
South Burope = Greece, Turkey, Spain and Yugoslavia
North A frica = Maghreb and U.A.R.

A1l percentages as % of all arcas.

Source: U.N. Monthly Bulletin of Statistics.
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; Foreign Balancé for Three: Countries of Maghre

(a11 figures in § millions enrrént values). .. .

Ttem - 1955 -

1970(Est.)

United Nations Statistical Yearbook

Notess Other Private Capital is an estimate

Foreign Government Expenditure is mainly military

in 1955 and Technical Aid etc. thereafter

"Goods and'Serviceé Accotint: S R T
Ezport of"G(oods ot B +§OO R o 9OQ'
Tourist Earnings ctc. . T 140 © +.350
Imports of Goods o =1200 ~2400
Travel,etc, Expenses,” . =130 20, - 16Qj
Net Balance . 4‘390 - ‘SSM -'310'

. Government and Military Current Account . : ‘
Foreign Government (het) " }‘26Q‘ﬁ' +;209' + 145

Capital Account '
0il Investment % 400 L el '
Other Private Capital + 60 + 30 + 100
Official Aid + 300 + 250 + 650
Debt Payments etc.

-0il 0 - 265 - 350
=Other : - 280 - 175 - 200
Net Balance of Government and Capital Accounts
+ 380 + 40 + 345
Sources: S. Amin, The Maghrcb in the Modern World, p.228
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Commoditygpistributioﬁ'of'Ekﬁorts of Certain African Countries

Percentage of .Btal Exports consisting of Exports of -

 TABLE X

* ° COUNTRY YEAR Codoa Veg,0ils Sisal Qitrug Wine Iron O0il
. Grndnuts~- COffGEOttdn : Eru£%°x . 5re

. British West Africa = 1938 27 13 - e ie .o .o 13 o
- s C .o 1951 43 18 Y oo | ;? .o ;n‘ 3 .o
Nigeria 1938 17 a7 be 3 b T e
' 1950 21 50 be 5 o oo o .o .o

1957 20 47 .o 6 : ;i 4'.; : .o . ..

1966 16 37 . 1 . se  ae . ee 55

Ghana . - 1938 40 oo ) ' e e, o oo o0
s 1950 72 ae .o "e o os X ) ‘a0

1957 56 .o se .o .o oo sé . v o

9 1966 65 .. o e () e, o ee e

British BEasT Africa. 1938 .. 4 13 36 .o e .o oo oe
' 1950 .. 3 23 27 2. e ’eo .o .o

' : 1957 .. 4 3 2 10 .. . . .o
French West Africa 1938 13 31 6 " e .e ve: .o .o .o
B 1950 15 46 23 o so . - s . X .o

1957 10 44 26 X ' .-- . ‘.o o .o se:

1966 12 23 27 X ' o;. e s o 8.5 ‘.

French Equatorial ' 1938 25 .. 15 1T eo . ae  as e e
Africa, including 1950 20 o 10 25 e ae .o . ..
Cammerobns N 1957 25 .. 15 14 - o' : . oo o0 4

- . . 1966 8 'X) 12 7 LI, ) L] o 405
Maghrebs 1938 .. 3.5 .. .o e 2 . 35 5 e
o 1950 . 5,5 ee e oo 4. 24 2.5 ...

» L A e 7 8. 5 - 20

: 4 1970 .. 2 e e ee 35 9 .33

Egypt (UAR) 1938 .. .o . T4 . . . e .o
: . ‘1950 L ) oo 87 e X ve o0 X

1957 .'s . o . 73 . e o X . o

1966 .o . .o 50 LX) ec . .o ) Ev

- SOURCES: Oxford Economic Atlas of the World
’ . I.M.F.. International Financial Statistics
U.N. E onomic Survey of Africa -
S. Amin The Maghreb in the Modern Wordd
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TABLE XI
Tﬁe Majghreb Occupied Populatlon, 1955 1990
(all figures in mllllons)

Occupgtions ete. = * -+ 1955 o gp0 . 1990

Total-Population . -Mgglim = *° 718~ . 32 48

:. :? ; -European' ' S8 .f “' 0i3 -
Urbah Population... -Total , . 5;5 A [ P © 30 -

Urbin Enployment. . (Mﬁéiim) D L . |

Coo o detal - . N9 T 9
oo eManuel [T 064 - 1.0 . 4.3
o ‘ of which industry - 0445 - 0,85 - 3.2
-Clerlcal ‘ 0.57 . = 0.36 1.4
-Middle Income . 033 - 06 1.3
-Upper_Incomg T 00,06 . - 0.13 0.6
. “Government . 007 ' 0.8 1.2
Uneﬁﬁloyéd‘ ' o v © L ¢,6 : * 0.8 0.2

. Source: S.amin, The M&ghreb in thé Modern World, Ponguin, 1970
NoteétdflTHE as gumptlon is a- ix-pefidéntvgrdwth rate to 1990
Fin: grosu domeutlc productlon;
2.The rate of populatlon 1ncrea ie comes down - from 2. )% P,

to- 1.7p-p.a. over the twenty year perlod to 1990,
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Thible X11

U.K. and E.E.C. Imports of Certain Tropical Products

1 - 1970
* - Imports \ .
and sources Joar All Veg + Cocoa Palm Palm Grndnuts Grnd.nut oil
o oile - .0il ‘Kernals
) ng.) _ (in 000's of
tons)
Totals
From 411 Areas . :
-by U.K. 1959 234 86 194 234 231 48
1964 280 17 114 191 147 53
1969 460 177 160 37 61 94
-by E.E.C. 1959 782 272 242 404 735 146
1964 1950 364 295 381 736 4 81
1969 1685 L3 ' oo oo o oe
Percentages '
from E.AM.A.
-by E.E.C. 1959 20 31 53 33 52 ' 17
1964 20 41 53 29 43 31
1969 18 s e se * e LN LN 2
Percentages
from
Commonwealth .
-by U.K. : 1959 90 96.5 100 100 92 , 95
1964 75 100 100 100 83 : 98
1969 62 98 99 99 - 77 98
Percentages
from Nigeria
-by U.K. 1959 40 51 83 82 82 90
T 1964 35 60 58 85 61 98
1969 20 63 .o 24 21 79
-by E.E.C. 1959 10.5 18 2 52 30 5
1964 9 21 12 53 . 29 10
1969 8 .o .o .o .o oo

Sources: P.N.C. Okigbo, Africa and the Common Market pp.98-9
Overseas Trade iAccounts of the U.K.
0.E.C.D. Trade Statistics
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REVIEW:
PAUL MARTICK: MARX.-AND EKEYNES: THE DImITS/UE%THEJKIXEDIECONOMY
(Porter Sargent 1969 and Merlin Press 1971)

Dewdd Bi Tageol )

This book was written over a period of tine when econonists in
the Western world were celebrating the !'taming' of the business cycle
and the 'new'! cconoizics of Xeynesianism. At this time many of the
acadenic Horxist econonists were, themselves, at pains to show how
nmuch of Keynes was anticipated by Marx while others with enpiricist
leanings were attenpting to ®xplain away or refute the variocus so-
called predictions in Capital that did not scen to comply with the
general 'prosperity' of a large part of the Westorn world. Still
others rejected the 'theory of value', the corncrstonce of lMarx's
anelysis, as irrelevant for the period of nonopoly canitalisi or as
netaphysical stuff and nonscnsc. At best it could only be the 'norn-
ative! foundaticn of a critique of ninetecenth centumy capitalisn but,
in no way, rclevent to our own tines. Social and ccononic stability,
we were told, was to be naintained by Govermment intervention in the
cconony and the last poclicts of poverty and despair would slowly be
rcforined away.

Mettick does not. shere this perspective. Rejecting thosce inter-
pretetions of the theory of capitalist crisis which enphasise lack of
effective demcnd and/or disproporticnality, he stresses that the basie
contradiction of capitalist production is manifested in the need to
expand production to fulfill the ever-growing demonds of capital re-
production and cexpaonsion. This the stoate can nitigate but cannot
resolve.

'Scientific sociclisn' was developed by Morx in controst to the
veluntaristic ideas of the carly 'utopian' socialists., The basis of
scientific socialism lay in its cbility to show the Miatorical
necessity of the new mode of production ns it develops out of the
contradictory nature of the old. While historicel necessity con only
find its oexpression as the self-conscious activity of the working
class this consciousncss develops within the increasingly antagonistic
'totelity' thot is the capitalist production process. 4s Marx puts
it in the Grundrissc, capitalist socicty consists of

3
= -

'a nass of contradictery forms of social unity whose contradic-
tory chorocier, however, can ncver be exploded by peaceful
netanorphosis. On the other hand, all our attempts to explode
then would be quixotic if we could not find cenbedded in society,
o8 it is, the naterial conditigns of production and the
corresponding relationships of production for a clasdloss aocicty!

The discussion ond understanding of a Horzian critique of contenporaxy
socicety is, therofore central to the roform or rovolution debate. Tor
if the capitalist node of production can ensure, with or without
governnent intervention, endless cexpansion, then the nost inportant
objective argwiient in support of revoluticnary socialist theory breaks



dowm. HNattick's contribution gg%) to be seen in this context and the
debate, lorx versus Keynes, becories one that leaves the 'nusty!
volwies of acadenia and enters the vital issucs that face the social-
ist novenent today.

Tottick's book can be divided into four parts., The first
exanines the central categories of Keynesian cconoirics and conpares
these with those of liorx. In the sccond he gives an interszretaticn
of Marx's theory that differs significantly fron inglo-fnmerican
Marxist econonics. It can be located in a tradition thet goes back
to Henry® Grossnmann and includes writers such as Korsch and Roodolsky
Thirdly, he exonines the 'nixed econony' and shows the limits of
Keynesian policies fron a Harxist standpoint, Finally there is a
discussion of imperialisn, the Bast urcpeen ccononies and Marxzisn
and socialisn, ‘ ’ :

For Xeynes the central variables thot could be nanipulated by
governnent intervention to naintain full employment in the face of a
decreasing narginal officiency of capital werc the propensity to
consune and the incentive to iavest, So thot by suiteble fiscal and
nonetary policies, defieit finaneing, credit oxpansion, public works
and arnancnts wnroduction an incrcasc in offective denend could revite
alisc stagnating capital formation and maintain full-cnployment and
growth. Morx however did not sce the cause of a declining rate of
capital fornation cs & lack of incentive to invest, but traced the
dilemma 'to ites final base, to the choracter of production as _
production of camital', (p.21) So that for liorx Keynesian policies
+ coiald only be of a tenporary nature so long.as the ain and intention
of production is profit., To understand this we have to understand the
Marxian theory of accurmlation end crisis.

.Capitalist production is only conceivable in teris of accunu-
lation of capitol and this in turn involves the continual increcse in
the soeial produvetivity of labour and hence the rate of cexploitation,
Capitalisn is aclways driven to o highor and higher productivity of
social labour in order to produce sufficient surplus-valuc for the
continuous reproduction and cxpansion of sociel capidel., As Hottick
scys, quite clerrly rejecting cny underccensunptionist theory:

"Whether one looks at the production of surplus-value, or its

reclisation, when scen from the position of total capitel, the
real problen of capitealisn is o shortage, not an abundance of

surplus-volue.' (p. 82) :

The crisis represents an overproducticn of capitnl only with
respect to yrofit~bility, that is, with respect to the given rate of
exploitation., If the letter can be sufficiently increcsed then accun-
ulation enn continuc becouse the accunulated capital cnly proved too
lorge in relation to the rate of profit it was able te bring forth.
(p. 67). The crisis nechoanisn by bringing about the devaluntion, re-
structuring cnd concentration of copital would lead to on increase
in the productivity of lobour ond the process of acccumulntion could
proceced.  But, zccording to Mottick, the business cycle nechaonisn
towards the turn of the century wes no longer sufficient te bring the
restructuring of capital through crisis and conpetition towards o
greater profitability.



(86)
'The business-cycle as an instrument of accumulation has
apparently come to an end; or rather, the business-cycle becaie
a Tcycle" of world wars. Although this situation may be :
explained politically it-is also o consequence of the cap-
italist accwmulation process.' (p. 135)

And it was seen

'that only under conditions of large-scale warfare ... in
which half of the Gross Hational Produvct served the needs of
var, was there a fuvll use of productive resouvrces.,' (p. 139)

The Xeynesian anti-slump suggestions must be seen in this
context. The period of wars had already brought the state to
intervene massively in the economy. In this sense war takes over
the 'role' of the crisis by destroying capital values and allowing
for the restructuring of capital and ensuing increased productivity
of labour. It thercby improves the conditions for further accumul-
ation. (p. 137-8) 7Fut vhile after the first world war many nations
were able to reduce government-induced expenditure considerably
conditions after world war 2 showed that the war had failed to
provide the impetus for a market-determined private capital accum-
ulation on o scale sufficient to allow for the retraction of
government--induced demand. (p. 139) A decrease in govermment ex—
penditure led to a decrcase in econonic activity which made a
resumption of this expenditure all the more necessory.

The substitution of government-induced demend in Burope and
America has becn an infletionary process. It has required deficit-
financing on o lorge seale and monctary policy that maes this
possible, together with o massive expansion of credit facilities.
Inflationary policics replace the traditionel deflationary policies
s soon as the effects of deflation, and increased number of unenployed,
threatened the social and political stability of the capitalist
states, Inflation is only the moncy cxpression of the increasing
state-indveced prodvction, the form in which this appears on the
private market.. 'Through gevernment purchascs with borrowed noney
the public debt is monctised and ... increasca the social demcnd,!
(p. 183) Instead of the accumulction of capital there is the
accunnulation of national debt.

In general, state-induced production involves '‘non-productive’
expenditure in the Morzxist sense, such as public works, armamnents
and other ‘'woste' prodvetion. Although state expenditure 'realiscs!
surplus-veluc, the nroducts brought by the state and financed out
of texes or deficit firnancing do not funciion, in gencral, as
capital and ther :fore do nct produce additional surplus-value from
the stondpoint of socinl capital. The finished products that the
state buys cre ccquired with already vroduced suvrplus-violue. WYWe
have, thercfore, the following necdhgnisn, A dcclining rate of

production for the market with 'waste' production if they ere to
avoid high unenployment and socicl instobility. 3But this is o
capitalist cxpense indicating a latent tendency to crisis. This con
only be avoided temporarily, it would seen, by an extension of the
credit mechanisn and through government borrowings. If 21l new
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capital went into 'waste! production, then canital accunulation would
ccase., But, a non-accunuloting canitel renrescents capitalisn in
crisis, for it is only through the cxponsion of capitcl thet narket
denand suffices for the realisation of profits node in production.

It is clear therefore, thoat there limitaticns to government-induced
dencnd in o capitelist econemy. If production grois fdaster in the
'non-productive! sector of the economy than in the 'privcte' secctor,
the production of profit, or suvrplus-value relative to total produc-
tion declinos more ropidly than before. More surplus-valuc must be
produced fron o smallcor bose of productive l-bourers in order that
the tendency of the rate of profit to fall moy be checked. Thet is,
the productivity of lebour nust be sufficiently increascd so as to
naintain the rote of profit and finence. the 'non-productive!
governnent sceter. If this is not achieved government expenditure
nmugt be furthcr increascd and the problen is accentuated even more.
It is with this in nind thot Hattick is able to refer to the 'mixed-
econony' as capitalisin in o peroonent crisis, The prescent occurronce
of stegnoation and inflaticn in Vestern capitalist econonies tends

to support tihis views ‘

The fincl scction of the book is about the East Buropeon
economnies nnd their relation to the 'mixecd-ccononmy'. Here Mattick's
conclusions concerning the Russion revolution ore incdequate,

'"Though carricd out in.the neme of Moarx, the state-capitalist,
or statc—-socialist revoluticns would be better described as
"Keynesien revoluticns® ... Arising ot the same time os tho-
mizced cconony, the stntc-capitelist systen may be regarded

as eynesicn in its most consistent and most developed ferm.'!

(p. 279)

State~capitalism becausc of its relaticns with the world cconory and
world morkot roiains 2 'mixed-cconony'. The kind of planning under-
taken in vhesc econonies is determined by the necds of capital
production within o setting of international capiteal and power
conpetition, (p. 280) While private. owncrship ne longer exists, the
necns of vroduction still have the character of capital because they
are controllcd by government instend of being ot the disposal of
the whole sociaty. The 'sociclisation' of the means of production
%n thes§ countries is only the nctiongliscotion of capital as capital.
p. 290

Whilc cccepting this characterisation as being cn cccuraste,
although incemplete analysis of the Bast Europecn ccononies, I
csnnot agree that the Russion revoluticn was o state-capitalist
revoluticnn or thot Mottick'!s interchengeable usc of state-capitalisn
and state~socinlisn has the necessary scicntific vigour. Lienin
and Trotsky never entertoined the idea of 'socialisn in onc country’
and further clways tied the success of the Russian rovolution to that
of the Intcrnationcl Socialist revolution. As Lenin said ot o
scssion of the Hoscow Soviet in 1918, 'Our backwardncss has pushed
us forwerd, and we shall perish if we cannot hold out until we ncct
the nighty supsort on the part ofthe insurructionory workers of other
countrics .,..' ind ot another congress, 'It is absolutely true that
without o Germon rcevolution we will perish', Again, Trotsky szid,
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'If the peoople of Burope do not rissé and crush imperialisn,
we will be crushed - that is indubitable., HEither the
Russion revolution will raise the whirlwind of struggle in
the Weet, or capitelist® ofall countries will strangle our
revolution.! : '

And Trotsky adds further, 'But in the lest instance the linits of
socialist transfornation cre doternined by the condition of economy
and politics on the world arcna,' ‘

Hatticlk connot have it both ways. If he will coxplein the
staote-capitalist cconomjes with reference to the world cconony and
narket he must also consider the Russian revolution itself in this

"manner. Only by cotegorically denying cven the possibility of a
rcvolution in the West in this period can he be said to have nade
his case, and that only with hindsight. Whoet is needed for a _
congideration of these extrenely vital questions is an understond-
ing of lorx's notion of the dictatorship of the proletariat, ond
this Mattick novhere offers.

In spite of the wecknesses of this last section the book is
an exccllent onc. It should serve to bring Morxian econonics 'out
of its sluwmbers' to becone the only consistent challenge to
orthodox cconcnic thcory, and theorefore to bourgeois society. In
this woy it could rcinforce its clain as o 'critique of politicnl
cconony'. )

NOTES

"1, David Yoffe is a Rescarch Assistant at the Institute of Development
Studies,
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ARGHIRT EMMANUE?Y. ON UNEQUAL EXCHANGE
AND TNTERNATICNATL. SCLTDARITY CF WORKERS

hv “ohn Harris-n

The most cr;ntrovers?.al aspect of Arghiri Emmanue!’s bonk
¥.’Echange 'nega'e = is hig arcument that werkers in advanred countries n»
tonger have an ob’ective ‘nterest in golidarity =4th workers in underdeveloned
countries, Since the book ~ill not be available in translation for some time
and the question of internationa! solidarity is clearly of prime importance for
any d‘scussion of revolutionary strategy ‘'t seems wavrth=hile nresenting a
hrief summary of Emmanue'l's views and an indica*inn of varirus nogs'ble
lines of criticigm, Tlafortunately limitatisns of snace prevent the sort of
detailed discussion the question warrants and s> «what fo’lows {5 gummary and
at times ecryotic, T am haning to nroduce a detailed critique »f Emmanue’ s
position in the near future, based on a mnore rigorous and fu'ler develonment
of the noints catalogued below,

Emmanuel's model assumes that differences in wage levels between
countries are far greater than international productivity differentials and
that there is high international mobility of capital, and hence a tendency
towards equalization of the rate of profit. Trade in such circumstances will
be unequal exchange of equal values (i. e. ; equal quantiti&s. of socially
necessary labour time) which will be to the benefit of the country with high
wage levels. A simple numerical example may help.

Consider the production of commodity x in countries A and B. Both
countries use the same production technique and have equal constant capital
costs (£2). They both employ the same quantity of variable capital but,
because the wage level in B is half that in A, variable capital costs in B are
half those in A (£4 and €8 respectively). If they both gell a unit of x at the
same price (£12) there will be a differential surglus (£6 and £2 respectively),
and, assuming all surplug value is directly appropriated by capitalists as
profit, a differential level and rate of profit. Thus if trade is to equalize
unit profits B will have to exchange 14 units of x for 10 units from A. Clearly
it is not necessary that the same level of technique is employed in both
countries for the argument to hold, but merely that the difference in wage
levels exceeds the difference in productivity.

An additional factor is that the country with cheaper labour will tend
to concentrate on commodities whose production involves a high proportion of
current labour (i. e., labour intensive products), If we assume that the cost
of producing one unit of a labour intensive product, Y, in B is the same as
the cost of producing a capital intensive product, Z, in A then to equalize
profits they will exchange at the rate of one unit for one unit, which will
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represent.the exchange of more socially necessary labour time for less.

His position on the question of international solidarity of workers is
that workers in the countries that are the beneficiaries of unequal exchange
would suffer a fall in standard of living with the establishment of socialism
in their country, because of the loss of the gains from unequal exchange.
This means they have an objective interest in the maintenance of monopoly
capitalism and hence no true basis for solidarity with workers in under-
developed countries, who have an objective interest in the establishment
of socialism and the ending of exploitation by national capitalists (via the
appropriation of surplus value) and foreign capitalists (via unequal
exchanges). '

He produces three arguments in support of this view. Firstly that
the wage differential between blue collar workers in the rich and poor
countrles is much greater than the differential between white collar and
blue in the rich countries and therefore

'Unless we transpose it to the international plane, the category of
. "aristocracy of labour" is now an absolute one. 13

Secondly that the manifest lack of solidarity between workers in advanced
and underdeveloped countries must be explained in terms of an obJectlve
divergence of interests since,

'It is vain and contrary to historical materialism to blame the
bureaucrats of the working class parties and the masses' lack of
awareness. After a century of social and political struggles, the
masses have had time to give themselves the leaders and the parties
they deserve. '4

Thirdly he counters a possible obyectlon that a world-wide socialist
revolution will increase productlon to such an extent that it will be possible
to wipe out inequalities between nations and more than compensate the rich
countries for the effect of a redivision of wealth, by arguing that '

'(true) awareness is not concerned with choice between the short
run and the long; it is concerned with the primacy of structure over
conjuncture . . . if the working people of today decline to take

" account of the long run, this is perhaps because this long run is
longer than ordinary people can look ahead. And that constitutes
an objective obstacle to internationalism. 15

Awareness is defined as follows:

'Awareness on the part of the proletariat does not necessarily mean
its adhesion to a revolutionary ideal which we lay down a priori and
" independently of it; this awareness means its grasp of its own
interests as a class, as they transcend those of the individual
proletarian, '



The major weakness of Emmanuel's model is that, as he himself
recognises, it makes the wage level the independent variable. He offers
nowhere a satisfactory explanation of how international wage differentials
come about. In reality, of course, the wage level is not an exogenous
variable but is determined within the system. '

The major limitation is that he considers only one type of unequal
exchange - that resulting from wage differentials exceeding productivity
differences in a situation where there is a tendency towards equality in the
rate of profit. Another important source of unequal exchange may be
moncpoly pricing - where entry barriers prevent the erosion of higher than
average profits. The relative importance of different sorts of unequal
exchange in the contemporary world is an empirical question.

There are a number of important criticisms of his views on
international solidarity of workers. Firstly it is not ciear that he is
correct, even on his own terms: that a divergence of interest exists if the
ending of unequal exchange would produce a short-run fall in the standard
of living of workers in the rich countries. The abolition of unequal
exchange would reduce the income of the rich countries but the establish-
ment of socialism would increase the share of that income going to the
working class. The cake would be smaller but the capitalists' mouths
would be eliminated. Whether the workers would be better off or not
depends on the relative magnitude of the two effects. Thus international
income dlfférentxals are only one relevant factor and national differentials
are comipletely irrelevant to the consideration of whether the working class
as 2 whole in rich countries have an interest in the establiohment of
socialism.

Further, to make a calculation of the relative importance of the size
of the surplus and the gain from unequal exchange requires some conception
of what would constitute equal exchange. Emmanuel does not provide one
and the answer is far from self-evident. It would be one unit for one unit -
in which casge there is a valuation problem (how inuch cotton cloth is a crate
of coca-cola worth?) - or an equal exchange of socially necessary labour
time or trade at a rate of exchange and volume to give the workers in both
countries an equal standard of living., Clearly the adoption of different
criteria can lead to different conclusions about the existence of a basis for
solidarity.

There are very significant costs involved in unequal exchange. The
exploitative trade patterns existing in the world today are only maintained
by enormous aid and military expenditure, and the irnmense costs of
repression necessary for the maintenance of the free world" must be offset
against the gains from unequal exchange. Martin Nicolaus puts the point
well: '

'A look at any contemporary imperialist state budget will show that
the system now carries a heavy overload; oppression is expensive,
and growing more so. These costs and the blood-tax of conscription



are a debit against the privileges of the mass of metropolitan
workers. '7

Secondly it is not clear that Emmanuel's terms are the correct ones.
It is certainly not clear that the fact that true conscicusness is concerned
with the primacy of structure means that it excludes long run congiderations.
There are certainiy situations where there is an objective divergence of ghort
and long run interests. If Emmanuel is saying short run interests sheculd
always take precedence then he is doing what he explicitly condemns in his
definition of true awareness - laying down an ideal a priori. :

Finally, and perhaps most importantly, Emmanuel's whole cost
benefit type approach, based on the single criterion of crude material well-
being, takes not account of qualitative factors. The quality of life under
monopoly capitalism is clearly of paramount importance in any discussion
of whether workers in advanced countries have an objective interest in the
maintenance of the system., Certain factors could, at least in theory, be
quantified, such ag the increase ia cutput that would result from better
working conditions and, more questionably, the qualitative change in output
that would result from the democratization of.the ownership of the means of
production. (Strictly this could only be accurately quantified afterthe |
democratization since any calculations made before the event involve
making a priori assumptiong about needs under socialism. Rough estimates
can be attempted however. See Baron and Sweezy's calculation of the size
of the US surplus in Monopoly Capital.) The degree to which human
potential would be moré fully realized under socialism can clearly not be
so neatly quantified. Unfortunately alienation is made no less real by being
excluded from a cost benefit analysis.

NCTES

1. Arghiri Emmanuel, L'Echang;'e Inegale, Maspero, 1968. To be
published in translation by Monthly Review Press.

2. This sort. of example considers only one "round" of unequalex
exchange. Trade may alter cost structures by cheapening, or making
more expensive, the elements of constant and/or variable capital.
Since unequsl exchange involves a transfer of value frem the victim
tc the beneficiary of the exchange it reducas the surplus available for
re-investment in the poor country and raises it in the rich. Thus it
intensifies uneven development.

3. A. Emmanmuel, "The Declusions of Internationalism, " Monthly’
Review, June 1976, ¢. 18.

4. Ibid, p. 18-19.
5. Ibid, p. 14 and 15.

6. - Ibid, p. 15.

7. Martin Nicolaus, '"The Theory of the L.abzur Aristocracy, " Monthly
Review, April 1870, p. 1CC.
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LETTERS FROM MARXIST GROUPS

REPORT FROM GLASGOW UNIVERSITY

Hillel Ticktin

Ye have had a group running, but more as a IMHarxist discussion
group than anything else. The most that could be said about it is
that it met fortnightly with some 6 - 10 people and discussed such
topics as the Effect of the Industrial Relations Bill; the Political
Bconomy of South Africa and the Cuban Economy. The discussion was
led by someone working on the subject.

Te plan to do a nore systermatic treatment of subjects this
year. At the moment the question of the nature of socialist planning
in a socialist state is a subject for a paper. None of us see Bastern
Burope other than as non-socialist, non-worker states and the exercise
is, therefore, an attenpt to formulate an economic programme for a
socialist society -~ important for Eastern Kurope itself. Since we
have a nucleus around the Institute of Soviet Studies - this is almost
certainly where our major contribution must be. We already have the
draft of a paper.

In regard to courses which I run at the University of Glasgow,
there is a coursce in non-Soviet Marxist Political Econcmy which is
technically for post-graduate students of Soviet Studies but anyone
else can turn up. I also run an extra-nural course with the same
topic. Otherwise, there is a course in Soviet Social Structure -
which is an attenpt at worldng towards a political economy of the
USSR -~ and as a background, a course in the History of International
Communism, They are all taken by me, I an afraid that is the linit
at this university. If there are any further developments I shall
let you know,

If you require any more information I shall bé happy to send
it to you.
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LETTER FROM A GROUP OF MARXIST ECONOMISTS IN ARGENTINA

L. Barry

At the end of 1970, a group of young larxist Argentinian
econonists got together in Buenos Aires - independently of their
own political tendencies = to establish a centre of lMarxian econonic
studies, which is now called Centro de Estudios de Economia Politica
- CEEP - (Centre of Studies of Political Econony). The intellectual
leader of ‘this group, of about fifteen members, is 0. Braun.

The nmain objective of the CEEP is to contribute to the revol-
utionary process that has started in Lrgentina during the last few
yeors by means of theoretical practice in the grounds of political
econony. For the achievement of this goal, CEEP nénbers consider
to be of crucial importance the diffusion of Marxist thinking, '
together with deepening of the study and research on the problems of
inperialisn and dependence of Latin America and, more specifically,
of Argentina.

In spite of its short existence and the political problems
that nowadays must be faced by any group or individual who propagates
Marxist ideas in Argentina, the CEEP has done some import.nt work.
During 1971, two "Capital" reading groups for university students
were formed and worked throughout the year. Two other courses were
given by CEAP members for students and non-students, one in a
Revision of Imperialist Theories, and the other one in larxist
Bcononics (this one speciclly designed for non-students) .

Besides, the CEERP has started to publish some of its nembers'
recent papers on different subjects., The authors and titles of those
publications are: '

0. Braun “Imperialismo y Comcrcio Internacional

: (Imperialisn and International Trade).
4 critical review of the theories of
inperialisn ond international trade,
and basically a reformulation of the
unequal exchange theory.,

0. Braun & R. Kesselman Crisis Coyuntural y Estancomiento Zstruc-
tural: Argentina 1971
(Conjunctural Crisis and Structural
Stagnation: Argentina 1971).
Intends to explain what has happencd
in the irgentinian economy during the
last five years and the causces of the
recent crisis.

L. Barry & J. Heilpern Politica Dconomica-Financierp y Coyun-
tura Politica
(Beononic and Financiel Policy and
Political Conjuncture).
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The links between the different cconomic
policies adopted by the Argentinian
dominant and ruling classes and the
internal political situation simce
1966 are explcined in this paper.

The CIEP is linlked to the CICSO, which is another group of
Argentinian llarxist sociologists, historians and philosophers,
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INTERNATIONAL NOT:ES

Hugo Radice,

Over the past two years, we have corresponded with
or sent information to well over 50 contacts overseas,
About 30 subscribecd to the conference on the state; others
wrote asking for particular papers, for information or for
contacts, We even had a subsidiary operating in Italy,
The resultant ' networlz ought to be of great value in '
speeding up the transfer of ideas and in helping glote-
trotting political economists find their feet in other
countries, These notes are intended to supplerent this
by reporting in every issue of the Bulletin on organizations,
publications and events which may be of interest, covering
Britain for the benefit of those abroad as well as vice
versa, If you want anything mentioned here, write to me
at: 17, Xenilworth Court, Warwick Rd,, Coventry CV3 632 -
likewise if you know of or need contacts in other countries,

UNION CF RAUICAL POLITICAL ZECCOMOIISTS
2503 Student Lctivities Building, Universivy of Mich~
igan, Ann nrbor, lMichigan 48104, U.S.:i.
URPEZ has been going for several years now, It has getting
on for 1,000 members, runs an annual suimer confazarence,
and also regional conferences. Since May 1969, they have
published the Review of Radical Political Zcononics; recent

issues have been devoted to: "The War & Its Inpact on the
Econony" (Vol.2 Ho.3), "Case Studies in Imperlallsm and
Underdevelopnent" (Vol,3 Mo.1), "Radical Paradigns in

Economics" (Vol.3 No.,2), and "qult lisn, Inequality and
Poverty" (Vol,3 No, 3) They also publish occasional
papers, the most recent being "The State, Power and the
Industrial Revolution, 1750-1914", by Jouglas Dowd; and a
regular lMewsletter,

Membership of URPE is $15 high income, and {7.50
low income; for this members receive all the publications,
Subscrintion for institutions is $25,

INTERMATICNAL INFORMATION CENTRE
Gronnegade 37, DE-1107 Copenhagen, Dennarlk,
From a recent circular: .

"The objective of the Centre is to coordinate in-
formation and facilitate Jjoint actions in the world anti-
inperialist struggle. The Centre collects and distributes
information on the following subjJects:

1) The Military Industrial Complex

2) Universities and the HMilitary

3) International Corporations

) 4id to Developing Countries
We therefore ask you to send us any material you might
have on the subjects in question,

We invite you and all grouns engaged in the anti-
imperialist struggle to become members of the Centre,
Membershin costs £2 for one year",

Their publlcatlons include: Report on Weaponry in
the Nordic Countries; Report on Honeywell; Report on the
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Vorld Bank (new issue Jan. 1972); the Cormon Market
(Spring '72).

HAPTZH FOR XRITISKA STUDIER
Brunnsgatan 28, 11138 Stockholm, Sweden,

A theoretical socialist review circulating throughout
Scandinavia, keen to build up international contacts, and
to help anyone looking for contacts 'in that part of the
world, ‘ :

* 0 % #* % * 3t

AATRADE ULION STRATEGY IW THE COMMON MARKLT

A Revievw.

Lidmond Sciberras
) s

Cears

sz

tre for Contemporary
mean Studies,

Universcity of Sussex.

26th tlovenber, 1271,



- 0§ -

A Trade Union Strategy in the Common Market subtitled
more accurately the Programme of the elgian Trade Unions,
edited and introduced by Ken Coatcs (Spckesman Books 1971)
is the text of the report of the 1971 Congress of the Belgian
General Federation of Labour (FGTB), on the Prograrme of
Workers' Control.

The central theme of the Report is the distinction
between the concent cof Vorkers' Control which was defined
as consisting 'of continual limitation of arbitrary action
on the nmart of enplovers, thanks to measures permitting
the intecrvention of the workers in areas which previously
escaped them = by progressive conquests within the frame-
work of the Unions which prescerve the autonony of their
rights and powers which arc continuously being rcenewed,
assuring for the workers progressive nmastery over cconomic
and social life ... at all lcvels’

and other forms of par-
ticipation such as that in France, with compulsorv workers'
sharcholding and 7. Germanv's ‘co-dctermination’, with
joint werker and sharcholder managing bodies, which only
scrve to integrate workers into the capitalist systen,
The failure of these other participatory forms rests on
the fundamental misconception that

economic power, like political power in a coalition

governnent can be shared between workers and bosses

in an cnterprise’.

Defining it's activities as traditionally motivated
by an attitude of ‘competitive participation tending towards
changineg the systam’, the conference souaht to discuss mea-
sures intended to achieve ‘forkers'® Control, with the Trade
Unicn Movement in thc forcfront of the strugglec.

The recognition of the necd to co-ordinate Union
activities from the enterprise level (by restructured
factory councils) to industry and regional-wide bodies,
then finally to national organisations is the nost exciting
asncct of the Report. It is here that rather than a defen~
sive or reactive role by the Union movement, a strategic
initiative can be scized in the anti~carnitalist struggle.

‘ithen economic decisions are taken at a higher level

than that of the companv, (the casc of companies

run by a holding is an example) the usefulness of

links at the level where decisions are really taken

is ohvious. It would also be very convenient to
forge links at the level wherce decisions should be
taken and where this does not yet harpen ...

Equally significant stratcegically is the recognition
of the implicitly collabcrationist character of co-manage-
rent nlans in the proposals for the European Linited Con-
nany and the importance of resistance by the Belgian and
Eurorcan Union Movanents generally, to this form cof parti-
cipation irn favour only of Uorkers' Control.

-



In the’otrugglw it will pay the wvorkers® novement
to always Leeﬁ 1n nind the Rcvolutiun1ry maxin of Chairman
ao
Support whatever the anmv oppoces and opponsc what-
cvcr the Lnemy suprorts’.

Unfortunately, although for rcvolutionary marxists
not nccessarily surrrising, the performance and results of
the activity of the IM'G3 are not as imrressive as the Pro-
grammnc which the Report outlines. Ior is the Uninn Move-
ment's ‘resistance' as clear as the Conference statcments
The Conference's own account of the novements' achievements
sincc 1948 is a record of lost initiatives and farcical
representation. After lamenting the defects of the 1948
Law. resulting in the faiiuarc to achieve expected transforn-
aticns, {what happecned to the lessons of Lenin's, State
~and hevolut10q9) and the persistence of employers not to
live up to the sririt of the Law (corment here is unnccoss-—
ary) the Renort concludes

'It is impossible to deny that subsequent experience

dashed the hopes invested in this institution®.

In spite of the impressive list of institutions on
which the FGTB is represented, timc and time again (there
is no room here for dctails of cach instancc) a closer
scrutiny will show ecither the Government or the employers
having right of veto over decisions. Or as is nost fre-
quently the case, examination will reveal the power of the
institutions concerned as merely consultative.

The nost that the Report can concludce as to the actual
cxperience of the factory councils is that, 'they nrovide an
oprortunity for monthly encounters between labour and manage-
nment'. This hardly secams necessary in vicw of the hourly
and daily experience of the nanagemcnt by workers in their
nlace of work. The Rercrt continues

'These meetings, even if thev seen to be dialocues

between deaf people, form habits of contact which

influence industrial relations. They arc onc way

in which Union recognition is expresscd'.

As a record of achicvement, this is a far crv from
‘competitive participaticn ... (with) continual limitation.
of arbitrary action on the rart of emplovers ... assuring
for the workers progressive mastery over econonic and social
life at all levels'.

Pcrhahu the most scerious failure of the FGTB with
these ‘transmission belts of revolution' can be glecned fronm
a comnarison of the crucial importance given to the role of
the Factorv Councils in the ach*evenont of Self-ilnnagcment,
through which only, workers ' will gain maximum control over
their labour as a stage towards mastery over their lives',
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and their actual role in relation to. the workers, described
in the Report in the following terms: 'The image of the
Factory Council is hazy and is not very clearly perceived

by the workers nor even by their delegates'. = Furthermorc,
the cccurpation of the representative positions on the various
comnittees, especially at the imnortant industry and national
levels, by officials ¢f the distant Union hierarchy would
do little to stimulatc ordinary worker particination.

low relevant is the spirit cf criticisn mentioned in the
Rerort, ‘You only take nart in elections once every £our
vears but you go to the workshop cvery day®, to the Trade
Union novement also, from the point of view of the worker

on the shor floor.

Zarxists nmust ask to what cextent these failures have
been incvitahly due to the limitations of Tradce Unions
themselves. "Marx, Lenin and Gramsci werc all emrhatic
that trade unions could not in themselves be vehicles of
advance towards socialisnm ... They can bargain with the
socicty, but not transform it,° noted Pcrrv Anderson in
another bceok to which Ken Coates contributed.

Yet this is precisely the ain of the FGT3; the trans-
formation of aOCiOtY by the gradual erosian of decision making
nover from the emﬂlOyerv to tqe Union chregcntatlve They
arqgue

"there will be no erd to the ba ic dissatigfaction

engendered by alienation at work by increasing wages

or by decreasing the nunber of working hours. Hork
like leisurce or consumption -should be subject to the
worker's choice 7he” parts of their lives which wage

earncrs devote to work cannot be lcft to the arbitrary
decisions of management or the inhuman logic of cco-
nomic laws®. . S

liowever, the transformation of socicty cannot take place
by a gradual novemcent through quantity into qualitv. Neither
the capitalists nor the bourgeouis state will permit such
and extensiorn c¢f Union decision making nower, that society
will gradually achieve a qualitatively different sct of goals.
As any student of Harx knows, the incvitable contradiction
between the coals ~f the working-class and the brurgeouisie
will reach intractable “OSitlUnolldnj before this. If
Coates wants to offer the advice »f Chairman Mao to the
working-class, morc apnropriate for the FGTD is the follow-
ing quotaticn from 'On Contradiction?, -

"Revolution and revolutionary wars are inevitable in
class societv and without them, it is inpossible to
accomplish any lean in social dcve1onmont and to over-
throw the reactlonarv ruling classes and thcrcf‘ro im=-
possible for the people to win peclitical power" :

Ed Sciberras.

v
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