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CHAPTER VI
GENERAL SOCIAL LABOUR

The G.S.U. Establishments

Up to this point we have considered only such
industrial establishments as supply, through their
productive activity, a tangible or measurable
product. However, we have already made reference to
the fact that in certain establishments no material
or physical product is created, whilst at the same
time they remain indispensable for social 1life. We
mentioned in this connection the economic and
political councils, the educational system, the
health service, etec. - in general, institutions
concerned with cultural and social needs. They
produce no tangible product. The result of their
activities is that their services are absorbed
directly into society, and in their case, therefore,
production and distribution are carried out
simultaneously. A further characteristic feature of
these establishments is that, in a Communist society,
they supply their services "free of charge", They
stand freely at the disposal of all to the extent
that they are needed. With this type of establishment
the principle "supply according to need" is realised;
distribution takes place without economic measure.
This type we will name ESTABLISHMENTS FOR GENERAL
SOCIAL USE (GSu ESTABLISHMENTS) or simply PUBLIC
ESTABLISHMENTS. This is in contradistinction to those
establishments which do not produce without
compensation and which are here named PRODUCTIVE
ESTABLISHMENTS.

It should be clear that this difference in
economic function introduces complications into the
Communist system of economic regulation and control.
Were all establishments to produce a tangible
product, one would need to say relatively Jlittle
about Communist production. It would only be
necessary to organise a correct distribution to the
productive establishments in respect of P, C and L,
and production would be able to move smoothly
forward, whilst each 1individual worker could receive
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"the full proceeds of his labour-power", paid to him
in Labour Certificates at the factory. Labour-time
then becomes the direct measure for that part of the
social product which is destined for individual
consumption.

This, _however, does not reflect the realities
of the system. Although the GSU (public)
establishments consume means of production, raw
materials and also consumption goods for the workers
who work in them, they contribute no new product to
the total mass of products at the disposal of
society. A1l those use-values which the GSU (public)
establishments consume must therefore be deducted
from the mass of products produced by the productive
establishments; that 1is to say, thd workers do not
receive "the full proceeds of their labour" paid out
at the establishment, and that labour-time is not the
direct measure determining that part of the social
product which is destined for individual consumption,
inasmuch as the workers must surrender a part of
their product for, amongst other categories, the
public (GSU) establishments.! This makes it appear as
if, in this case, the exact relationship of the
producers to the social product had been disturbed,
and it 1is 1indeed here that the source of the
difficulty may be found which has caused the
economists so many headaches.

It is now our task to find a final solution to
this problem. For all economists concerned with the
economic system of Communism, this question is a
sensitive point. It was, furthermore, from the
attempt to solve this anomaly that, amongst other
things, Neurath's project for a central authority for
producers and distributors first arose, in that it is
this central authority which decides what and how
much out of the total social product each individual
shall enjoy according to "the way of 1ife to which he
is accuston®d". Others are not quite so consistent in
their treatment of the problem and attempt to solve
it by means of indirect taxes (Russia). But in all
these cases the answer to the question as to exactly
what and how much should be allocated to the
worker-producer for his individual consumption
represents just so much fumbling around in the dark.

89

On one question, however, there is unanimity: in
order to solve the problem a central management and
administration of the economy 1is necessary, which
then means that there can be no question of
establishing an exact relationship of the producer to
the product. The fact that "l1ibertarian communism" &
la Sebastian Faure is also compelled to grasp at the
straw offered him by an economy administered “from
above" wmeans that in this system also the basic
motivation may be imputed to the same cause, ?

Since it can be demonstrated from this that the
most significant roots of state communism lie
?mbedded 'n attempts to solve this problem, it is
imperative that we devote especial attention to it.
It was indeed only after the onset of the
revolutionary period 1917-23 that a solution first
became possible, when the Marxist principle - as,
indeed, the Bakuninist also - that "not the state but
the union of free associations of the Communist
society"” represents the positive principle in the
construction of Communism, crystallised into its

first concrete form in the system of Workers!'
Councils.

Leichter's Price Policy

The first to have brought this problem closer to
its solution was Otto Leichter, for the simple reason
that he was the first to have placed the Communist
economy upon the material foundation of ‘“cost
accounting”. Nevertheless his work did not reach a
satisfactory conclusion, because in the final outcome
he did not know how to apply consistently the
category of average social labour-time to both
production and distribution. Leichter's conception of
the whole economy is that of a gfant trust,
Hilferding's "universal cartel”. For him the question
then resolved itself into that of deciding wherein
the source from which he might derive the general
public accounts (what we have termed the GSU
services) might 1lie. He turned his face against the
method of 1indirect taxes and sought other means. He
even found them ... but, in doing so, he let fall the
category of average social labour-time. Where Kautsky
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failed, having placed himself in an anomalous
situation through being unable to perceive the
difference between the factory average and the social
average, Leichter also failed to solve Phis _same
problem. But, in his case, he did not permit this to
Jure him away from the method of labour-time
computation completely. Instead of calculating the
social average for the entire "guild" or sector of
production, he determined a "price" for each pro@uct
according to the productivity of the least efficient
(or most expensive) establishments, thus compelling
the remaining industrial establishments to operate at
a profit, which profit then flows into the general
treasury of the whole of society. Concerning these
profit-making installations he urites:

“These will then throw up’ a differentia]
plus amount, or - expressed in capitalist terms
- a surplus profit which, of course, ghoglq not
be left to accrue to this or .that 1nd1v3du§l
factory alone but - once agaln expresse in
capitalist terms - must be eliminated through

taxation."
(0. Leichter: ibid., p.31).

Although Leichter finds that it is most
frequently convenient to apply a methoq of control
over the stream of products according to. "the
socially necessary labour-time therein specifically
expended" (page 38), he does not, as we have a1rgady
noted, carry this through to its logical con?1us1on.
Above all, he does not recognise the crucial Toie
played by the category of average social 1abour—t1m§.
As we shall , see, he attempts to compensate for this
later, but nevertheless he has in this way drawn the
first wveil of confusion and obscurity over his

analysis.

In the meantime, this "source of income" is
found to be an inadequate device and, to be quite
blunt, not fundamentally essential to Eeichter's
system. In the course of his later examination of the
problem, he attempts to formulate it more exactly and
in doing so achieves a fundamental _advance over and
against all other work in this field of which we
know. The first step in his scheme is to combine @11
public costs under one heading and then to determine
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how many labour-hours per year have been expended by
all the producers to achieve this (it is obvious that
this requires a general system of social
book-keeping). In this way he obtains two values
which, when brought into relation with one another,
produce a difference-amount. Since the entire
calculation rests upon the computation of
labour-time, he has by this means uncovered an
integer which indicates how many labour-hours must be
contributed per head of population on account of GSU
or public works. And thus he has also uncovered how
much of the labour-power directly expended in the
productive establishments must be added to the prices
of products 1in order to cover the "costs" of these
GSU (public) social expenditures:

"Each productive establishment will thus
have responsibility, each year when the overall
production budget for society as a whole is
drawn up, for introducing into its specific
works or factory budget a category relating to
general social costs pertaining to the entire
social production system (p.65). The +total sum
thus arrived at for all the various economic
headings - which then become, of course. a
charge upon the entire production system - is
then aggregated to form some final amount,
presumably one related to the total number
of  labour-hours performed in the spheres
of ©both production and distribution. The
difference-amount thus arrived at 1is then added
to the sums paid out for individual remuneration
of labour ("wages") when the origination costs
el | .all social ("public") expenditures are
summated, so that an element representing the
general costs of society is included in the cost
prices of goods. It would, of course be
equivalent to an injustice, and would have
almost the same effect as an indirect tax, were
one to add that same increment for general
social costs to all commodities, to the most
staple as to the most luxurious, to the most
basic as to the most complex, to the most
necessary as to the most esoteric. Amongst the
most important tasks of the Economic Parliament
or Supreme Economic Administration will




therefore be that of determining for each branch
of industry or for each individual product the
correct increment category to be applied for
general social costs, always fixing these in
such a way that the total non-productive costs
of society are included. In this way the
possibility is also obtained of influencing
price policy in accordance with the viewpoint of
a central authority ..."

(0. Leichter: ibid.; p. 66)

This conception of Leichter's is remarkable
indeed. In order to avoid the accusation of adopting
the method of indirect taxes, he proposes that the
costs of education, the health service, distribution,
etc. not be borne equally by all members of society.
It is apparently his intention that a comparatively
heavier burden should be borne by those with larger
incomes, as compared with those "poorer" workers whom
the statisticians and subsistence physiologists
consider should be advantaged. We, however, must
openly declare our view : namelysthat such measures
would, by precisely this means, acquire the character
of indirect taxation. What we are considering here is
precisely the category of those costs needed
to maintain the GSU establishments. Why should
it be considered necessary that the "rich" should
contribute, more in this respect than the
"subsistence workers" whose needs have been assessed
according to so-called "scientific" sociological
methods based on the statistical art? Could it be
the case that it 1is Leichter's guilty conscience
which here speaks up on behalf of an antagonistic
mode of distribution of the social product?

Let us however now delete from his analyses
everything which is in any way superfluous and pose
concretely the question: how does Leichter arrive at
his figure for general social costs? We then see that
there can only be one answer: "On the one hand from
the surplus produced by the productive establishments
and on the other hand from indirect taxes". Indeed,
he evokes the appearance of wishing to add a specific
increment to the prices of all products, but in
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practice his solution resolves itself in

which a specific amount is fixed “for eacht:ec::: ;2
industry or for each product”. Precisely which
products those are to be can be determined only
through the antagonistic power-relations underlying
the Leichterian class society. And this, in its turn
can be determined only by the degree of force uh1cé
the workers are able to bring to bear in their
§trugg1e §gainst “their" supreme administration. It
is for this reason that we arrive at the concTugion
that Leichter is unable to solve the problem. His

"exact relationship” finds its i
K. skpisic g practical end in total

The Distribution of the Product

! It was, however, quite unnece
situation in which such a so!utionss:;y;e:::n o;na:
antagonistic mode of distribution of the product is
posed, to take this road of indirect taxes and a
?r1ce policy. In the main, the problem was correctly
ormulated 1in the first place. The general social
costs can only be borne by the directly expended
labour-power. This becomes immediately apparent 1f we
take, so to speak, an aerial view of the entire
economic process 1in all its simplicity. Reduced to

its most simpl
gyl mple terms, this may be formulated as

SOCIETY IN ITS PRODUCTIVE ACT

PRODUCTS 1IN THOUSANDFOLD FORHM. THESéUIlzoggg:: Hgg;
STAMPED UPON THEM HOW MANY HOURS OF AVERAGE SOCIAL
LABOUR-TIME HAVE BEEN USED UP IN THEIR PRODUCTION
OUT OF THIS MASS OF PRODUCTS IT IS THE PRODUCTIVé
INSTALLATIONS WHICH FIRST OF ALL RENEW THEIR USED uP
MEANS OF PRODUCTION AND RAW MATERIALS. NEXT IT IS THE
GSU (PUBLIC) INSTALLATIONS WHICH CARRY THROUGH THE
SAME PROCESS. FINALLY, THE REMAINING PRODUCTS ARE
CONSUMED BY ALL THE WORKERS. WITH THIS, THE ENTIRE
SOCIAL PRODUCT HAS BEEN CONSUMED BY SOCIETY.

As the first stage, therefore,
establishments take out of the product :::SF::EEC:::G
have used up in p and c. This means nothing more thaz
that all installations, each one taken separately
which have calculated the quantities of p and c the;




have used up and which have adopted these into the
cost - computations of their products, now aTsotT:?::
all those materials in exactly thos? quantiti
determined by the relevant cost computation.

If now we set down once again the production
schematic for the total of all productive
installations, taken together, we have:

(P C) + L Mass of Products
100 H111.: 600 Mill. + 600 HMill. 1300 Mill.Lab.Hrs.

In this case all these installations 'tagen
together would have consumed a total of 700 m1!11?n
labdur-hours (for P and C). These are accordingly
withdrawn from the total social pno#uct, so ?ha@ a
mass of product remains which embodies 600 million
labour-hours.

From this remaining mass of produc@s the GSU
(public) establishments now take out what is required
for the renewal of their means of product1on and raw
materials. What then remains is available for
individual consumption.

In order to formulate this mode of distribution
concretely, it is necessary that | the total
consumption of the GSU (public) estab11shment5-b? a
known quantity. If we term the means of production
required for these installations Pu, the raw
materials Cu and the Tabour Lu (the index u stan:s
for "universal", 1i.e. public) then we can formulate
the total budget for all GSU establishments as

follows:

Social Services, or
+ Cu) + Lu
8(:?11 + S0 Bi1l. + 50 nill., 108 Hill. Lab. Hrs.

By this means we have made a further advance.
From the 600 million Tl1abour-hours . of product
accountable to the productive establishments, 58
million are at first withdrawn to cover the {Pu—Cg)
of the GSU establishments, so that 542 million remain

for the individual consumption of all workers 1in
total. The question now becomes: what is the quantity
accruing to each individual worker? In order to
provide an answer to this question, we must first
determine what proportion of the total yield of
labour-power has been consumed by the G.S.U. (public)

establishments. Having achieved that, the problem is
solved.

In the case of the productive establishments,
600 million labour-hours were expended by the workers
working in them, and in the GSU establishments 50
million. For all workers taken together this amounts
to 650 million Tlabour-hours. For individual
consumption, however, only 542 million out of the
total yield of labour-power is available, that is to
say a ratio of 542:650 = 0.83. At the place of work
itself, therefore, it 1is not the full yield of

labour-power which can be paid out, but only 0.83 of
it, or 83%.

The figure thus obtained, which indicates the
proportion of total labour-power which 1is available
toe be paid out at the separate  industrial
establishments as Labour Certificates, we name the
Remuneration Factor, or Factor of Individual
Consumption = FIC. In our example it amounts to 0.83,
from which we can calculate that a worker who has
worked for 40 hours will receive from that the
equivalent of only 0.83 x 40 = 33.2 labour-hours in
Labour Certificates, indicating his share 1in total
social product available to him according to choice.

In order to express this in more universal form,
we will now compile a formula for FIC. First of
all we take the value for L. From this we subtract
(Pu + Cu), so that there remains L-(Pu + Cu). The
remainder is divided by the number of labour-hours
represented by L + Lu, from which we see that each
worker obtains for his individual disposal:

L - (Pu + Cu)
L + Lu




If now, for the sake of clarity, we replace the
symbols in the formula by the actual figures of our
example and re-term the Remuneration Factor as the
Factor of Individual Consumption (FIC), we then
obtain:

600 M. + 586 M. 542 H. = 0.83
PG, % gBOW. #750 M. = ~~'650.H.

This calculation has been made possible because
all dindustrial establishments have maintained an
exact record of their consumption of p, ¢ and L. The
system of general social book-keeping, ghich
registers the stream of products by means of a.s1mp1e
system of exchange accounting control, 'dfsposes
directly over all data necessary for determining the
Remuneration Factor. These are expnessed through the
symbols L, Pu, Cu and Lu, and can be obtained by
means of a simple summation in the exchange account.

With this system of production and distribution
the proportion of total social product placed at thﬁ
disposal of any individual 1is not "a]?o?ated
subjectively by any agency. What we have_here.1s not
a system of distribution decided arbitrarily by
officials; on the contrary, distribution takes place
on the basis of the objective exigencies of the
system of production itself. The re1ahionshjp of the
producers to the social product is obgect1ve?y
embodied in that system, and precisely for this
reason no subjectively motivated authority holds the
responsibility for ™"allocating" anything. This then
also explains the "mystery" of how it comes about
that the role of a state apparatus in the economy
becomes redundant, The whole economy, both production
and distribution, stands on objective foundations,
because precisely through this relationship the
producers and consumers are given the power to
administer and manage the whole process themselves.

In various meetings and discussions which were
held on the above theme, anxiety was sometimes
expressed in various quarters that the system of
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general social book-keeping could under certain
circumstances develop into a new organ of
exploitation, because it is empowered with the task
of determining the value of FIC. It could for
instance calculate this factor at too Tow a value.

It should, however, be borne in mind that there
now no Tlonger exists any basis whatsoever for
exploitation. The entire Communist economy is made up
only of factory or works organisations,and they alone
“govern" it. Whatever function these may fulfil, they
do so only within the 1imits of their budgets. The
organ of general social book-keeping is itself just
such an industrial organisation (GSU-type) and it
also can only operate within the defined framework.
It cannot exercise any power over the economic
apparatus, because the material basis of the economy
has placed control over the economic system fully in
the hands of the workers, who now constitute the
whole of society. On the other hand, however, any
economic system which is not founded on an exactly
defined relationship of the producer to the product,
and in which this relationship is determined
subjectively by officials constituted in official
bodies, must inevitably develop into an apparatus of
oppression, even if private ownership of means of
production has been eliminated.

The Socialisation of Distribution

Whilst continuing our observations concerning
the Remuneration Factor, we would now 1like to
introduce into the field of our discussions a further
question, one which is directly related to it. This
question is concerned with the process of growth in
the direction of the Higher Stage of Communism.

We have seen that one of the most characteristic
features of the GSU (public) establishments lay in
the fact that in their case the principle "To Each
According to his Needs" is realised. Here the measure
of labour-time plays no role in distribution. With
the further growth of Communism towards its higher
stage, the incidence of this type of economic
establishment becomes more and more widespread, so
that it comes to include such sectors as food supply.,
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passenger transport, housing, etc., 1in short: the
satisfaction of consumption in general comes to stand
on this economic foundation. This development is a
process - a process which, at least so far as the
technical side of the task 1is concerned, can be
completed relatively rapidly. The more society
develops in this direction and the greater the extent
to which products are distributed according to this
principle, the less does individual labour-time
continue to act as the measure determining individual
consumption. Although at any given moment individual
labour-time does continue to fulfill this function in
some degree, as the development towards Communi§m
proceeds, to an ever increasing extent does this
function destroy from under its feet the very ground
from which it sprang. Here we are reminded of what
Marx had to say concerning distribution:

"The way this division 1is made will wvary
with the particular kind of social organisation
of production and the corresponding level of
social development attained by the producers. We
shall assume, but only for the sake of a
parallel with the production of commodities,
that the share of each individual producer in
the means of subsistence 1is determined by his
labour-time."

(R.Haryx: "Capital’ Vellid.: p. Li2)

What we have shown in our observations is that
the road towards the higher form of distribution is
clearly and comprehensively 1indicated. Whilst the
mode of distribution becomes progressively ever more
socialised, labour-time remains the measure only for
that part of the social product which remains
governed by individual norms of distribution.

The process through which distribution is
socialised does not take place spontaneously, but is
associated with initiatives taken by the workers
themselves. Opportunities also exist in plenty
through which these initiatives may be expressed.
Should the production process as a whole be so far
advanced that a particular branch of it which
produces an end-product destined for individual
consumption is operating completely smoothly and
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without disturbances, then nothing stands in the way
of integrating that sector of the economy into the
sphere of fully public (GSU) establishments. All
accounting procedures in these establishments remain
the same. Here the workers do not need to wait
patiently until it pleases their Excellencies the
state officials to decide that control over that
particular branch of production is sufficiently
firmly consolidated in their hands. Because each
productive establishment or complex of productive
establishments represents a self-sufficient unit for
the purposes of the Control Budget, the producers
themselves are fully able to carry through the
process of socialisation of distribution.

The system of autonomous administration ensures
that the productive system is extremely flexible - a
factor which tends to accelerate its unhindered
growth. It 1is, for instance. self-evident that the
development of the process of socialisation of
distribition will proceed at varying speeds 1in the
different sectors and localities, for the simple
reason that 1in one establishment the demand for
cultural amenities will assume a more powerful
expression than in another. The inherent flexibility
of the productive system makes it perfectly possible
to accomodate these differences in rates of growth.
If for dinstance the workers 1in one particular
district wish to build a greater number of public
libraries, they dispose in full of the power to do
this without any hindrance. New organs are then built
into the system of GSU estalishments which provide
for a greater degree of local initiative, so that the
necessary expenditures must also then be borne by the
district concerned. In the case of such a district,
the value of FIC will be modified, without any
infringement of the fundamental relationship of the
producers to the social product. In this way the
workers acquire the power to mould their own social
life in all its thousandfold variety.

The process of growth of the system which we
have termed "consumption according to need" moves and
develops within defined 1imits and represents a
conscious process adopted by society as a whole;




whilst the rate of that growth will in the main be
determined by the level of social development reached
by the consumers themselves. The quicker and sooner
they 1learn to administer the social product
economically, i.e. not to consume it wastefully, the
quicker will it be possible to achieve socialisation
in distribution. For the purposes of the control
budgets which regulate the totality of production, it
is a matter of little import whether the number of
GSU establishments in operation is large or small. As
soon as a productive establishment which previously
surrendered its preduct for individual consumption
against Labour Certificates transfers itself into the
GSU sphere, the total GSU budget becomes that much
larger and the sum of Labour Certificates to be
provided to enable the reilevant means of 1life to be
consumed 1in that form becomes ever smaller. The
Factor of Individual Consumptign (FIC) thus becomes
ever smaller in a degree proportional to the growth
of Communism,

It would seem, however, that a Remuneration
Factor in the form of a Factor of Individual
Consumption (FIC) can never disappear completely,
because it 1lies in the very nature of social
consumption that only those productive establishments
which supply goods satisfying general needs will be
amenable for transformation into the GSU type of
establishment. A 1little thought will reveal that it
will hardly ever be possible to include in the system
of fully socialised distribution those many and
varied articles and goods which reflect the special
tastes dictated by various individual human interests
of a specialised kind. Whatever view may be held
concerning this, however, the matter is not one of
principle. The main point is that the road leading
towards a fully socialised mode of distribution is
clearly indicated.

The official “marxists" describe the above
observations as ‘"pure utopia“ which have nothing to
with Marx. Just how matters stand with this “"utopia”
will be examined 1in our Epilogue. As regards the
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relevant views held by Marx, however, we can say with
complete certainty that our perspectives coincide
fully with his. Referring to the "Higher Stage of
Communism" which we have termed fully socialised
distribution, he writes:

In a higher phase of communist society, after
the enslaving subordination of the individual to
the division of 1labour, and therewith also the
antithesis between mental and physical labour,
have vanished; after labour has become not only
a means of life but life’s prime want; after the
productive forces have also increased with the
all-round development of the individual, and all
the springs of co-operative wealth flow more
abundantly - only then can the narrow horizon of
bourgeois right be crossed in its entirety and
society inscribe wupon its banners: "From each
according to his ability, to each according to
his needs ! "

(K. Marx: "Marginal Notes ["Critique of the
Gotha Programme"]; Progress Publishers, Moscow;
1978; pp. 17-18)

Here however, it is also Marx's view that this
must be the result of an entire process of social
development:

"What we have to deal with here is a
communist society, not as it has developed on
its own foundations, but, on the contrary, just
as it emerges from capitalist society; which is
thus in every respect, economically, morally and
intellectually, still stamped with the
birthmarks of the old society from whose womb it
emerges. Accordingly, the individual producer
receives back from society - after the
deductions have been made - exactly what he
gives to it. What he has given to it is his
individual quantum of labour. For example, the
social working day consists of the sum of the
individual hours of work; the individual labour
time of the individual producer is the part of
the social working day contributed by him, his
share in it. He receives a certificate from
society that he has furnished such and such an
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amount of labour (after deducting his labour for
the common funds), and with this certificate he
draws from the social stock of means of
consumption as much as costs the same amount of
labour. The same amount of labour which he has
given to society in one form he receives back in
another."

(K.Marx: ibid; Progress Publishers, Moscow;
1978; p.16)

The Mixed Industrial Establishments

Our observations concerning the Remuneration
Factor, or Factor of Individual Consumption (FIC)
rest on the basis that the productive
industrial establishments are fully capable of
carrying out their own reproduction, whilst the
investment needs (input) of the GSU (public)
establishments are born by : the labour-power of
the productive establishments. It was for this
reason that we devised our formula L-(Pu + Cu) as
expressing the quantity of labour-hours available for
individual consumption. As further development
towards the higher stage of Communism takes place,
however, this formula must undergo modification,
since there must inevitably come into operation many
economic establishments which produce in part for
individual consumption, but also in part in order to
satisfy the needs of the further development of
socialised production towards Communism. Consider,
for instance, the example of the electricity power
stations. Light and heat are required to satisfy the
needs of individual domestic consumers, but the
product, electricity, 1is also consumed as light and
power in the form of a raw material for industry, to
satisfy further production. Should society have
reached a sufficiently mature stage of its
development in both productive and social respects as
to make the adoption of an uncompensated supply of
electricity for individual needs possible, then with
the achievement of this step a new type of economic
establishment will have come 1into being, one which
belongs in part to the sphere of productive
establishments and 1in part to that of GSU (public)
establishments. These we term Mixed Industrial

Establishments. The further the process of
socialisation of distribution develops, the greater
is the role played by this type of mixed
establishment.

It 1is self-evident that this development must
make its effects felt both in the system of the
Industrial Control Budget as also 1in the
determination of the value of FIC. For the purposes
of drawing up the system of accounting control the
mixed type of industrial establishment must be
classified under the heading of one or other of the
two main economic types: "Productive® or "GSU"
(public). However, under which precisely of these two
it is placed is in itself unimportant; for the
purposes  of accounting control all mi xed
establishments can be grouped either with the
productive or with the GSU establishments; it is also
possible to place some under one group and others
under the other, as may be found expedient. The
system of control budgeting thus forms no hindrance
to the flexibility of production and distribution. We
will consider first the case in which a Mixed
Industrial Establishment has been grouped with the
Productive Establishments, in order to ascertain the
consequences this has for the determination of the
value of FIC.

In its role as a fully-productive establishment,
under the previous system all the kilowatt hours
supplied by our electricity generating station were
credited to it in the exchange account,and it was
hence fully <capable of carrying out its own
reproduction. With the conversion to "uncompensated
individual supply", however, a debit quantity arises
in the exchange account which 1is exactly equivalent
to the amount of individual consumption. Those
labour-hours which the electricity generating station
is required to supply for individual consumption of
light, heat and power must therefore be restored to
it out of the total quantity of FIC. This debit
represents a charge against the total GSU budget and
is thus met out of FIC. If we now add together all
the debits arising from the operations of the mixed
establishments, we then arrive at the general or
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total debits which likewise have to be met out of
FIC. Representing this general debit quantity with
the letter D, we obtain the following formula:

L-(PutCu)-0

FIC = U 9% &

Let us now consider the electricity works in its
function as a GSU (public) establishment. The GSU
establishments have no 1income and their reproduction
needs therefore represent a total charge against the
labour-power of the Productive Establishments. The
Mixed Industrial Establishment however receives, by
way of its supply of means of production or raw
materials to other establishments, a credit amount in
the exchange account. That is to say, it is partially
capable of carrying out its own reproduction; its
total consumption of (Pu + Cu) + Lu 1is not charged
against the 1abour-power of the Productive
Establishments, because o B g T 2 able to some
extent to satisfy its own requirements in
means of production and raw materials. If now
we apply the TJetter G (Gain) to represent
that portion which arises out of its own
reproduction, then there arises as a charge against
the Tlabour-power of each Productive Establishment
only (pu + cu) + Lu - g. If now we relate that to the
totality of all Mixed Establishments, then the amount
which must be supplied out of FIC is represented by
(Pu + Cuw+ Lu - G.Thus finally we obtain the formula:

FIc = L - (Pu +Cu) + G
{09 g ViR

As the third and final example which will arise
out of the actual operation of the Accounting Control
Budget, there now remains the task of classifying,
for purposes of the Control Budget, the one type of
Mixed Establishment under the heading of the
Productive Establishments and the other under that of
the GSU (public) Establishments. Here the
Mixed-Productive Establishments have a charge to make
against the GSU budget in the amount of D (Debit)
labour-hours, whilst the GSU Establishments have
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restored to the Productive Establishments those
labour-hours represented by G (Gain), As a charge
against FIC there thus remains D - G. The Factor of
Individual Consumption thus becomes:

FIc = L-(Pu+Cu) - (D - G)
L + Lu

(The above formula represents a simplified form,
If it 1is desired to carry out further mathematical
investigations into problems associated with the
Accounting Control Budget, it will be necessary to
express G and D in terms of (P + C), an operation
which can be carried out without any difficulty).
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CHAPTER VII
THE COMMUNIST MODE OF DISTRIBUTION

The Relationship of the Producer to the Product

Following upon all that has been outlined
hitherto, we can now move on to deal relatively
swiftly with the question of distribution. The
fundamental aspect here, of course, is and remains
that of securing an exact relationship of the
producer to the product. We have seen that all
economists who have concerned themselves with the
problem of the distribution of goods and services in
a Communist society have not conceived this
relationship as being determined in the sphere of
production itself, but have made it the nodal point
of competitive or antagonistic political or economic
relations amongst the consumers. This however means
nothing other than that the struggle for power «in the
state, for a dominant position within the
relationship of the producer to the product, is still
burning at the heart of society and is continuing to
make its corresive influence felt. Wherever, on the
other hand, the producer determines his relationship
to the social product directly through his labour, a
price policy is rendered both completely impossible
and unnecessary. The conditions for the "withering
away" of the state are then for the first time given,
and we can say: !

"The society which organises production
anew on the basis of free and equal association
of the producers will put the whole state
machinery where it will then belong - into the
museum of antiquities, next to the spinning
wheel and the bronze axe." .
(F.Engels: "Origin of the Family, Private
Property and the State", Lawrence & Wishart,
London, 1943; p. 198).

"The government of persons is replaced by
the administration of things and the direction
of the processes of production."

(F. Engels: "Anti-Diihring"; Foreign Languages
Press, Peking, 1976; p. 363).
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As soon as the decisive relationship between
producer and product has been firmly anchored, it
only remains to carry through the integration of
industrial establishments 1in both horizontal and
vertical directions for the production process to be
structured in the most rational way possible. This
integration is a process which has its starting point
in the producers themselves. Today, under capitalism,
it is the profit motive which leads to amalgamations
of economic concerns - trusts, price rings, cartels
and similar organisations. Under Communism, when the
profit motive has  been excluded, it is a
question of 1linking the industrial establishments
with one another 1in such a way that a smooth flow
of products from establishment to establishment or,
alternatively, from a productive establishment to a
distributive cooperative, can fully unfold. The exact
computation of all those values, expressed in
labour-hours, which flow intoe and out of the
factories and other economic establishments, ensures
the smooth operation of the whole distribution
process, responsibility for which can then rest with
the producers without any intervention by a state
authority. The distribution of the greater part of
the total social product, that is to say that
represented by means of production, which flow ever
anew to each productive establishment or factory,
also falls unreservedly within the sphere of
responsibility of the producers themselves.

If we now focus our attention upon the question
of the distribution of those products destined for
individual consumption, emphasis must be placed upon
the mutual interdependence of production and
distribution. Just as that mode of administration of
the economy which proceeds from a directing centre
requires the method of allocation according to
subjective norms reflecting administrative judgment,
in Just the same way the Association of Free and
Equal Producers makes necessary a corresponding
Association of Free and Equal Consumers. Thus
distribution also takes place collectively, through
cooperation of every kind. We have already
demonstrated how, 1in this respect at 1least, Russia
provided a glowing example of how the consumers
organised themselves in a short space of time in
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order to be able to distribute the product
independently, that 1is to say independently of the
state. However we also demonstrated that this
Russian independence was only a farce, because the
relationship of producer to product had already been
determined previously in the higher spheres of the
administration. Nevertheless, in itself the form of

distribution thus achieved remains a positive
achievement.

It is not our task to provide here a description
of the process leading to the amalgamation of
distributive cooperatives. This will most certainly
vary according to local conditions and the type of
product to be distributed. Nevertheless, it is
necessary that we make clear the general principles
of distribution, as these are given, determined by
and develop from the character of the social system
of economic regulation and accounting control. This
necessity arises out of the fact that it is our
fundamental responsibility to demonstrate of what
crucial significance it is that the system of
distribution should not in any way infringe the

principle of an exact relationship of producer to
product.

In the course of our examination of the system
of economic regulation and accounting control based
upon averge social labour-time, we have seen that
this relationship develops, grows in strength- and
implants itself socially irrespective of and
unhindered by the general charges imposed by society,
and so ensures that the "full yield of their
labour-power" accrues -to the workers as a whole.
Expressed in another way, this means that the costs
entailed in distribution must be adopted as a part of
the general GSU budget. The distribution of products
s a general social function.

Thus the costs of distribution cannot be born by
each separate distribution cooperative alone, if for
no other reason than that, as its end result, this
would infringe the principle of an exact relationship
of producer to product. Were this to be introduced,
the centralised administration of the distribution
organisation would then be compelled to apply a
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'“price policy" in order to cover these costs, and
this would then lead to the principle of distribution
according to arbitrary administrative decision being
smuggled in by the back door. If we consider a
distribution organisation from {ts aspect as a
consumer of p and 1, then it becomes clear that it
has to be classified as AN ECONOMIC ORGANISATION OF
THE GSU TYPE. The product or service which is the
result of its activities is precisely the
distribution of products.

From this characterisation it can be seen
clearly that these organisations are bound by the
same rules as apply to all GSU establishments. Like
all others, they also prepare a budget in which is
shown how much (p + ¢) + L it is envisaged that they
should consume in the coming period, as also how much
final product they are to provide for distribution.
Their production schematic, as with any other, takes
the form of (p + ¢) +1 = Service (i.e. is equivalent
to X product-hours available for distribution).
Within the framework of this schematic the
distribution organisation has complete freedom of
movement and is "master in 1its own house", whilst at
the same time we have ensured that, in the sphere of
distribution also, the principle of an exact
relationship of producer to product has not been
infringed.

The Market

Although we have indicated the basis upon which
distribution should be founded and the structure it
should take, one important problem nevertheless
remains for solution; this relates to the question as
to whether or not the necessary total quantity
required by consumers 1is available for distribution;
in other words, production must correspond with and
reflect the needs of the population. For this to
apply, we must in the first place have knowledge of
the scope and quality of those needs; then the output
of the productive establishments - and, where
appropriate, the GSU ones as well - can be regulated
to correspond harmonifously with them. This is to some
extent a crucial question, since our opponents choose
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this as- the precise point at which to direct their
criticism. They declare bluntly that Communism, which
seeks to replace a value-engendered economy with an
economy of use, disposes of no means by which to
ascertain what the needs of society are. Capitalism,
of course, solves this problem spontaneously.
Wherever and as soon as a greater demand for certain
products arises, this makes itself felt in the market
in the form of an dincrease 1in the prices of the
relevant commodities. Since the resulting higher
profits then attract investors, capital tends to flow
towards that sector of production in which those
articles are produced, so that the increased demand
is satisfied relatively rapidly. A reduction in
demand has, of course, the opposite effect upon
production. In this way the market mechanism fulfils
the function of a regulator of demand. 2

It is a well know fact that this market
mechanism is not the innocent tool that it appears at
first sight. For it is precisely this mechanism which
forms one of the nodal points through which the

colossal production crises of capitalism express
themselves, crises which deliver over thousands to a
life of hunger and want and which also form the
source of imperialist rivalries which drive millions
to their death on the battlefield.?Nevertheless, the
market is, and has been in the past to an even
greater degree, an indicator of demand under
capitalism. Communism, on the other hand, knows
nothing of markets, also price formation and supply
and demand are unknown to it, so that it has to make
do without these well-known mechanisms. It was in
this sphere that the notorious "devourer of
Communists", L. Mises earned his Tlaurels, to the
accompaniment of thunderous applause on the part of
his worthy peers. With the following words he proved
the economic impossibility of Communism:

"Where there are no free market relations,
there is no formation of prices, and without
formation of prices there can be no ‘economic
regulation’"

(L.Mises:"Die Gemeinwirtschaft" ["The Socialised
Economy"], Jena, 1922, p. 120).
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For Block also this was a problem the solution
of which remained veiled in deepest obscurity:

"Wherever individual exchange is eliminated,
production becomes a matter of social necessity,
and for that reason the products themselves
become objects of social necessity. As for the
methods by means of which that which is deemed
socially necessary is to be arrived at and
determined, Marx did not concern himself
further. So 1long as it is not possible to
demonstrate by what alternative +the market
mechanism 1is to be replaced, it is not possible
to conceive in practice of a non-monetary system
of regulation in a socialised economy, that is
to say a rational form of Socialism."

(M.Block: "La Théorie Marxiste de la Monnaie"
["The Marxist Theory of Money"], pp. 121-122

Thus Block also has no solution to offer. The
solutions proposed by Neurath and others he considers
to be impracticable - a view in which we can share.
A1l these solutions to the problem point in the same
direction and are turned out according to the same
Hilferdingian recipe, a recipe which would seek to
solve the problem "with all the means made avajlable
by organised application of statistics”, and thus one
which yet again makes necessary a centralised right
of disposal over the social product.

Before we can look more closely into this
question, we must first come to grips with the two
distinct characteristics possessed by the capitalist
and the Communist modes of distribution respectively.
In the above passage we have conceded that, under
capitalism, the market functions as an indicator of
demand. A closer examination of the matter, however,
shows that this is true only to a 1limited degree.
Under capitaiism, labour-power is a commodity, with a
more or Jless definite market price. This price
revolves around the subsistence minimum needed by the
worker. Out of the price yielded by the sale of a
particular unit of labour-power, the wage, that
labour-power is reproduced, and therewith the matter
has an end. The social product may grow to an immense
degree, but the worker still receives only his
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subsistence minimum. Of course, his needs may have
become greater; they are, of course, stimulated
precisely by the greater mass of products available,
most of which are in any case for him unattainable.
Capitalism may refer in as generous terms as it likes
to its precious market mechanism, which is supposed
to function as an indicator of demand; in reality it
does not take these needs into account, or at least
knows them to a far lesser degree even than do those
who would seek to replace the market by a statistical
apparatus. For capitalism, it is not even necessary
for the market to be known precisely, because in the
final instance, and particularly as far as the
proletariat is concerned, it produces not for need
but for profit. In other words, as far as the
proletariat is concerned, the famous market mechanism
moves only within the narrow limits prescribed by the
Subsistence minimum, whilst any knowledge of demand
in the Communist sense of the word is quite
unthinkable. The bourgeois economists know this
perfectly well. Block says in this connection:

"The process of price formation sees to it
that only the most urgent needs are satisfied,
that 1is to say those needs for the satisfaction
of which a maximum degree of purchasing power
can be demanded".

(M.Blocks ibid, p.122)

Communist society, on the other hand, knows only
of an equal scale of distribution of the social
product amongst all consumers. With this system,
labour-power has ceased to be a commodity which bears
a price. With the growth of the social product the
share accruing to each individual automatically
becomes greater if in each single product the
principle of a direct relationship of the producer to
the product is given full expression - a situation in
which prices cease to have any meaning. Thus we now
see that the establishment of the hour of average
social labour as the unit of economic regulation and
control has as 1its necessary twofold purpose i) to
place the reproduction of the impersonal part of the
productive apparatus on sure foundations; and ii) to
order the distribution of consumption goods.
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Having made these observations concerning the
distinction to be made between capitalist and
Communist wmodes of distribution of the social
product, 1t should be clear that a market where
prices are formed and where demand is made effective
is, under Communism, completely absent. Thus it will
be necessary for a Communist society te bring into
being at the outset those organs through which the
wishes and demands of consumers will be given
expression. That of which capitalism has no precise
knowledge, namely, the needs of the workers, becomes
under Communism the entire determinative foundation
of production.

Thus where Block, for 1instance, poses the
question as to what is to replace the market
mechanism, we reply that it will not be replaced at
all! A Communist society establishes, in the form of
the distributive organisations, those organs which
give collective expression to individual needs and
wishes.

The 1inks and forms of cooperation which it will
be necessary to establish between the various
distributive organisations forms a complex of
problems which can only be solved in the crucible of
developing Communist social life 1itself. The
initiatives undertaken by producers and consumers
themselves here find their full expression. Just as
the l1iberation of the workers can only result from
the struggles of the workers themselves, in the same
way does this, in the context of a Communist society,
acquire the meaning that the entire organisational
nexus between production and the distributive
organisations, through which actual demand is given
expression, can likewise only be the work of the
producer-consumers themselves.

Those economists who represent the view that the
market mechanism 1is an indispensable feature of any
society continually make reference to the alleged
fact that, 1if the market 1is absent, demand is
impossible to ascertain. By this kind of demand,
however, 1is meant those subjective vagaries of
fashion which can change so suddenly because the
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capriciousness of popular taste is so often revealed
in the capriciousness of their real or imagined
needs. In this way a new demand can quite suddenly
push itself into the foreground or another equally
suddenly disappear. The 1leaps and contorsions so
often apparent in the sphere of “fashion® provide
instructive examples of this. It is, allegedly, the
market which provides the productive apparatus with
the means for adapting itself to all these twists and
turns, and in this way to satisfy every kind of whim
expressed through demand.

The above-mentioned critics wield a strong
argument against Communism when they make the point
that it would doom the spontaneously creative element
in social 1life to a rigid immobility and ultimate
death. And they have a degree of justice on their
side when they polemicise against the official brand
of "communism", ij.e., that which would seek to
measure demand "with all the means at the disposal of
highly organised consumer statistics" and which is
characterised by centralised administrative control
over production and distribution. The fact is, of
course, that the flow of creative energy 1in social
1ife is not amenable to statistical control or
measurement, and its richness resides precisely in
its variety and manysidedness. The aim of
encompassing social needs 1in statistical form is
completely meaningless. Statistics are capable of
ascertaining only the most general social tendencies,
and they are totally incapable of comprising the
myriad detail which is embodied in the particular and
the special. It is for this reason that we can say
that a mode of production controlled by consumer
statistics could not possibly be production for need,
but only a production in accordance with certain
norms which the central administration would lay down
in accordance with the directives of those old
acquaintances of ours, the subsistence or "minimum
standard of 1living" sociologists. The objections of
our critics are scattered 1ike so much straw in the
wind as soon as production and distribution 1lie in
the hands of the producers themselves. The
organisation of the consumers 1in their consumer
cooperatives and in direct communication with the
productive organisations 1is a relationship which
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permits of complete mobility. This mobility would
comprise and comprehend directly the changed and
changing needs of individuals, who would transmit
these directly to the productive apparatus.‘ Such a
direct connection would be made possible only because
no state apparatus preoccupied with ‘"price
policy" would be present to interpose itself between
producer and consumer. To each product would be
given its own specific reproduction time, and this it
then carries with it on its journey through the
social economy. In whatever form a product 1is to be
created, the appropriate demand is communicated by
the distributive organisations to the productive
establishments. This 1is the entire secret as to how
production organised on the basis of the Communist
mode of production and distribution renders the
market mechanism superfluous.

If now we seek to give expression to the
whole mode of distribution as a totality, we see that
the total social product (TSP) in fact distributes
itself quite spontaneously amongst the various groups
of consumers. The operation of the production
process 1itself determines how and in what precise
proportions it makes the transition from the sphere
of production to that of distribution, and so makes
itself available to society at large. Leaving the
category "accumulation" temporarily out of account,
each group of consumption goods takes from the
consumer such guantities of (P + C) + L as represents
its proportion of the total social product, and in
the same measure as that according to which it
contributed to the creation of that total social
product in the first place. This can be implemented
without any difficulty, because on each product the
appropriate production time is clearly indicated.

In the production process each productive
establishment calculates its consumption needs
by means of the production formula (p + c) + L. The
total production process is made up of the total of
all productive establishments, which we express in
the formula (P + C) + L = TSP. The same system which
is valid for each separate productive establishment
is also valid for the total system of production. If
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it is the case that for each productive establishment
and for each separate productive set of conditions,
the average social production time has been computed,
then in the same way the sum total of all production
times must be represented in the total product (TSP).
The following principles then apply to the
distribution of TSP: each individual economic
establishment, whether it be of the productive or of
the GSU type, at first withdraws from TSP as much p
as had been calculated for it in its production
budget. As soon as this has been carried out for all
economic establishments, they have replaced once
again their consumption of p, and therewith p has
been distributed in a fully correct proportion.

Proceeding further, each economic establishment
withdraws from TSP as much ¢ as has been computed for
jt in its production budget. As socon as this has been
carried out for all industrial or other
establishments, then ¢ also has been distributed in a
correct proportion and has been returned to the total
system of production. Following immediately upon
this, each separate industrial or other establishment
has the responsibility to submit to the workers
directives concerning the amount of social product
available for consumption through the wmedium of
Labour Certificates, in exactly that quantity as has
been computed for it in the production budget under
t. The total sum of these directives is L. The

"¢éonsumers can then withdraw from TSP such a mass of

goods as corresponds with the total of labour-hours
contributed.

In this way TSP has been fully taken up by
society, whilst at the same time the relationship of
the various consumer groups to one another and the
measure of distribution adopted have been fully
determined by the production process itself. 1In no
way is control dependent upon subjective norms
decreed by officials and authoritative bodies, the
precondition for whose power of dictat resides in a
centralised right of disposal over production and
distribution.
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CHAPTER VIII

PRODUCTION ON AN EXTENDED SCALE, OR
ACCUMULATION

Accumulation as a Social Function

Up to this point we have considered social
production only as simple reproduction. Distribution
of the total social product takes place in such a way
that all the means of production and raw materials
used up are again replaced, whilst individual
consumption accounts for the remainder. In this form
of distribution, the total of social production
remains the same, the same net quantity of goods are
produced; that is to say, society does not become any
wealthier. The intrinsic end-purpose towards which
the principle of ‘“consumption according to need"
tends to gravitate, and which 1is also motivated
through the spontaneous increase in the population,
is however that which demands that that necessary
degree of enlargement of the productive apparatus is
aimed for which will be sufficient to achieve both
these aims. This then has as its necessary outcome a
reduction in the quantity of product hitherto assumed
to have been assigned for individual consumption; a
part of this wmust now be invested in the task of
enlarging the productive apparatus. This inevitably
means that the individual producer can no Jonger
receive back from society the full yield of his
labour.

Under capitalism the extension of the productive
apparatus, or accumulation, is a motive and
responsibility of the individual capitalist group.
Whether or not and to what degree the productive
apparatus is to be renewed is decided by it alone.
With the elimination of private property in means of
production, however, accumulation assumes a social
character. Society itself then decides how much
product or how many labour-hours are to be deducted
during the coming production period from the total
labour yield and invested in the further extension of
the productive apparatus.







