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CHAPTER X
THE SYSTEM OF GENERAL SOCIAL BOOK-KEEPING
AS A SYSTEM OF CONTROL OVER THE ECONOMIC PROCESS

The Method of Control by Subjective
Administrative Decision

Among the various functions of the system of
general social book-keeping, we have named up till
now the registration of the stream of products; the
determination of the Remuneration Factor, or Factor
of Individual Consumption (FIC); and the issuing of
Labour Certificates. Now we will also draw into its
general sphere of competence the function of control
over production and distribution.

It 1is obvious that the form assumed by this
means of control stands in close association with the
foundations of the economy as a whole. In the case of
state communism, in which the whole of economic 1ife
is subjected to regulation by means of subjective
norms and on the basis of statistics, control also
appears as a function of administrative decision. In
a system based upon the Association of Free and Equal
Producers, with labour-time computation as the basis
of production and in which the distribution of all
products is determined objectively by the process of
production ditself, the processes through which
control is implemented also assume an exact form.
Such a system of control takes into account all the
separate elements represented by production,
reproduction, accumulation and distribution, and
proceeds to a certain extent automatically.

In his book "Die wirtschaftspolitischen Probleme
der proletarischen Diktatur" ["Problems of Economic
Policy in the Proletarian Dictatorship"], Varga
provides us with a description of how control is
implemented under the system of state communism. He
writes:
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"Ix  will be a part of the =scnere of
responsibility of the centrally crganised
management to exercise control over +the works
administration and the day-to-day management of
affairs in respect of state property, a problem
which has caused a great many difficulties in
Russia ..

The frivolous treatment of state property,
of the disappropriated property of the
bourgeoisie, derives above all from the
capitalistically egotistical tendency endemic in
society as a whole, a tendency which is due at
least in part to the fact that moral awareness
has been especially undermined as a result of
the long duration of the war. However, an
additional factor which plays a role here is the
widespread prevalence of a lack of clarity
concerning the new property relations. Those
proletarians to whom has fallen the task of
administering the disappropriated factories are
only too prone to adopt the belief that the
factories are their own property, not that of
the whole of society. This makes a smoothly
functioning system of control all the more
important, since it simultaneously represents an
excellent means of education ...".

“The problem of social control found an
excellent solution in Hungary. The inspectors,
who previously had served the capitalists,
underwent an increase in numbers through the
training for this function of judges and middle-
school teachers, and these, as employees of the
state, were brought together into a special
section under the Peoples’ Economic Council.
This section was divided into professional
groups, so that the same inspectors were made
permanently responsible for factories belonging
to particular branches of industry. The spheres
of control extended not only to financial dues
and taxes on materials, but also concerned
themselves with the correct deployment of the
labour force, investigations into the causes of
poor labour performance or of unsatisfactory
results generally. The inspector responsible
carried out his inspections at regular intervals
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and on the spot, both in respect of the
industrial establishment itself and its
associated book-keeping and other offices, and
drew up a report which consisted not only of the
failings which had been brought to light, but
also proposals for possible reforms. The
inspectors themselves possessed no rights of
disposal whatever over the factories allocated
to them, but merely submitted their reports to
the competent organisational authorities. In the
meantime, there soon arose forms of cooperation
between the Inspectors, the Commissars of
Production and the Works’ Councils. The
recommendations of the inspector were often
quite spontaneously complied with. A journal was
even published, 'The Inspectors’ Gazette’, which
was distributed to all disappropriated factories
and made a considerable contribution towards
clarifying organisational problems of works
management amongst the workers themselves. The
structure of systematic, control extended not
only to the factories but also into the sphere
of competence of all Peoples’ Commissariats.”
(E. Varga: "Die wirtschaftspolitischen Probleme
der proletarischen Diktatur" ["Problems of
Economic Policy in the Proletarian
Dictatorship"], pages 67-68).

What Varga here terms "control over production”
is in fact the result of combining under one heading
two completely separate functions. The one relates to
control in the book-keeping sense - control over the
account books. This is merely a matter of debit and
credit. On the other hand, it also relates to
the question of technical control; this concerns
itself with the continual and ever-increasing
rationalisation of production throughout all stages,
with which 1is associated the achievement of the
highest possible degree of efficiency in each
productive establishment. With Varga both of these
fundamentally different functions are united 1in the
one control authority, which for a Communist economy
is fundamentally wrong. This becomes self-evident -
incidentally revealing the true character of the

Hungarian Soviet Republic described by Varga - when
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it is considered that the system of control over the
production process is clearly shown to consist of a
combination of two quite disparate functions: on the
one hand, rationalisation measures and, on the other,
the recording of the results of those measures in
book-keeping form. Control card systems, time-clocks,
the Taylor system! and an ever faster-moving
production 1ine form the milestones marking the
progress of this system of rationalisation which is
simultaneously a system of control - but one which
serves a superior power to make effective its control
over the 1labour which has been placed at its
disposal. Under these conditions control of
production means control over the producers, to
determine if the results of their labour are
sufficiently profitable, if they yield a sufficient
surplus for the purposes of the commanding authority
which lords it over the economy. This form of control
bears the character of a system of domination over
the producers.?

Objective Methods of Control

The method of production control applicable in a
society of free and equal producers 5, a
fundamentally different one. There also measurements
pertaining to work processes and mechanisation of the
labour process, such as production lines, will exist,
but now these will be technical measures for
achieving and implementing the best working methods,
desired and applied by the workers themselves in
their respective productive establishments. This is
the case because, behind these measures, there stands
not the whip wielded by the central commanding
authority, which is motivated by the aim of achieving
the greatest possible surplus, but the autonomous
interests of the producers themselves, who with every
increase in the productivity of their labour
simultaneously increase the total stock of useful
articles available for society as a whole, to which
stock all workers have an equal right.?And it is here
that the tasks discharged by the establishment
responsible for social regulation of and control over
production begin. The system of social book-keeping,
which of course is the clearing-house for all
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incomings and outgoings of the separate productive
establishments, must keep watch over the incoming and
outgoing stream of products, to ensure that these
correspond with the productivity norms which have
been determined for each respective productive
establishment. Since under Communism there can be no
gconomic secrets, and since accordingly the reports
issued periodically by the O0Office of Social
Book-keeping make publicly known the production
situation at each separate productive establishment,

the question of control is thereby solved. It simply
ceases to be a problem.

Which organisations are responsible to intervene
in the case of failures of, or departures from, the
established procedures, and which decide the measures
Fo be applied in such cases, represents a question in
its own right; it properly belongs in the sphere of
technical-organisational methods.

THE SYSTEM OF CONTROL OVER PRODUCTION APPLICABLE
IN A SOCIETY OF FREE AND EQUAL PRODUCERS IS THUS NOT
DEPENDENT UPON SUBJECTIVE DECISIONS REACHED BY
OFFICIALS AND AUTHORITIES, BUT IS MADE EFFECTIVE
THROUGH THE PUBLIC REGISTRATION OF THE MOVEMENTS
TAKING PLACE THROUGH, OR THE PROGRESS ACHIEVED BY,
THE OBJECTIVE PRODUCTION PROCESS ITSELF; IN OTHER
WORDS, PRODUCTION IS CONTROLLED BY REPRODUCTION.

We will now attempt to show by means of a
schematic representation the precise form which the
system of accounting control will take. Let us
consider to begin with a process of production based
upon average socfal production time. We have come to
understand the concrete realisation of this category
as a horizontal coordination of similar productive
establishments. If we number the separate productive
establishments belonging to a particular production
group as Factory 1, Factory 2, Factory 3 .. and so
on, to Factory N, and take the total of their

production = t, then the following sum gives their
total productivity:




Factory 1l....(pl + cl) + X1 kg. Product

Factory 2....(p2 + ¢c2) + X2 kg. Product

Factory 3....(p3 + ¢3) + X3 kg. Product

Factory n....(pn + ¢cn) + Xn kg. Product

Tot.Prod'vity(Pt + Ct) + Xt kg. ProduFt

The average social production time per kilogram
of product is thus:

Av. Soc. Prod. Time = (Pt + Ct) + Lt
Xt Kg Prod.

Even in those cases in which a single productive
establishment produces a variety of products, thgse
can be readily calculated by means of the.product1on
cost factor applicable to each such establishment.

Thus the unit of Average Social Productﬁop Time
(ASPT) is valid as the unit measure 9f productivity,
and the productivity factor applicable to each
establishment is determined by tﬁe d?gree of
deviation from the average production tfme (see
Chapter IV). Much other data can also be derived from
the above formula, such as, for instance, the average
social usage of P, C and L, which in itself §1ready
permits of a certain amount of leeway in the
comparative evaluation of the accuracy of tze
separate productivity factors. In this respect,
therefore, the production group has no need of a
state controller or auditor, because the factors
requiring to be investigated 1ie within the sphere Ef
competence of the united producer§ themselves. The
unit of Average Social Production Time Fhus proves to
be in itself a perfectly capable _1nstrument ‘of
control at the disposal of the production cooperative
as a whole.

The question must now be asked as to whether or
not, when a production cooperative is formed, the
producers must inevitably lose their right of control
over production; in other words, whether or not a
centralised group authority must as a matter of
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course arrogate to itself al] power over production.
Without doubt dangers are lurking here, since at any
given moment there remain powerful tendencies
inherited from the capitalist mode of production
making for the concentration of powers of control in
a central authority. In the case of the production
cooperative, for instance, attempts will almost
certainly be made to vest authority over the
application of the accumulation fund in the hands of
a central management body. Should this ever actually
come about, the separate productive organisations
would no Tlonger have any decision-making authority,
It is also possible that an attempt will be made to
establish such a central authority for each
production group, which would then dispose of the
right to distribute the incoming production tasks
amongst the various associated establishments, as
well as to hold control over the total final product.
The indigenous factory or works organisations would
then become no more than the executive organs of the
central administration, which would mean that for
them only the maintenance of the system of
book-keeping internal to the establishment would
remain as their sole necessary task. To what extent
matters might come to this pass would depend upon the
degree of insight and energy brought to bear by the
producers themselves. Certain it is that no progress
will be possible without a sharp struggle against
these tendencies. Whatever fine-sounding slogans may
be bandied about, independent administration and
control remain the mandatory demand from which the
free producers must on no account depart,

Thus the productiv establishment appears as an
independent unit which itself cements its relations
with other productive establishments and consumer
cooperatives. 1In this way the producers hold fuill
responsibility in their hands, and the necessary
leeway is given within which independent initiatives
may move and breathe, and for the creative energies
springing from the liberated working masses to enjoy
full scope. The significance of the system of
horizontal coordination is thus no more than a matter
of the accounting control which is necessary for
determining Average Social Production Time and, in
association with this, the degree of productivity of
the separate productive establishments comprising the




148

cooperative. However, matters must not be permitted
to remain static at that stage of development, but a
process of mutual technical interpenetration and
interdependence must also come to be established.
However important in itself this process may be, it
must nevertheless remain subordinate to the decisive
and principled demand for independent control. And
that is a matter concerning which we can join hands
with Leichter in affirming: "At first glance one will
assume that each separate productive establishment is
more or less independent; the moment one loocks a
little more closely, however, one will recognise
quite clearly the umbilical cord which Jjoins each
separate productive establishment ... with the rest
of the economy." However, the universal,
all-regulating bond which 1in reality unites "each
separate productive establishment with the rest of
the economy" 1is the formula for production and
reproduction. It is this which places all industrial
establishments on the same foundation; production for
the purpose of securing the conditions necessary for
the reproduction of the economy represents the common
foundation uniting all productive establishments.

Control by Means of the Registration of
the Stream of Products

It is now necessary that we return for a while
to the question of the social control of production:

With the revolutionary transformation of social
relations, private property in means of production is
eliminated and these come into common ownership. The
legal relationship of the industrial organisations
to society then becomes one in which the
former then accept control over means of
production in an administrative capacity. This means
that the industrial organisations disclose their
inventories and then indicate how they propose to
employ their means of production; what this amounts
to 1s that they submit to the Office of Social
Book-keeping a production budget drawn up in the form
of (p +¢c) + L =X kg. product. The Marxist demand
for a system ot social book-keeping then finds its
realisation " in the form of the totality of the
production budget: "Their stock-book (i.e, society -
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The Authors) contains a Tist of the objects of
utility that belong to them, of the operations
necessary for their production; and lastly, of the
labour-time that definite quantities of those objects
have, on an average, cost them". «

If the total social inventory is iven i

form of the totality of the erioug produ2t§::
budgets..by this means it then becomes obvious that
the various participating industrial establishments
are  therewith brought under social control.
Production in an industrial establishment is a
con§1nuous process. On the one hand, as input,
various products flow into the establishment (this
includes labour-power), in order that, on the other
hand, they may leave the establishment in a new form
(output). Each such transformation of material
values, however, 1is registered in the system of
general social book-keeping, in the form of an entry
of pfoduct exchange, and by this means a survey of
the incomings and outgoings, the debit and credit of
any particular establishment, is readily available

Everything which is consumed by the estab115hment.
5uch_as means of production, raw materials or Labou;
Certificates, appears as an ingoing entry, and
everything which is transferred to society appears as
an outgoing. As continuous streams these two must
correspond fully with one another, must cance] each
o?her out. By this means an immediate check is at any
time available as to whether or not, and to what
degree, production is proceeding smoothly.

Should, for instance, an untoward surpl
in any particular section of production,rzh:soz;lzs
of Soc1a1-Book—keeping is able at any moment to make
an immediate report to the appropriate control
instance (perhaps a Joint production commission). It
is not possible for the surplus to have arisen as a
result of the relevant industrial establishment, at
the time of the delivery of the product, having
calculated wmore than the correct Average Social
Production Time, since the latter has been made
public knowledge. It must therefore be due to an
error in the production budget. Should it be verified
that it is indeed here that the error actually lies,
then the fact has simultaneously been ascertained
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i ting
that the establishment concerned has been opera
at a higher level of productivity than had .h?en
estimated in the production budget; 1t? productivity
factor will consequently be revised in an upwards

direction.

The opposite can also occur. The system of
social bookgﬁeeping reveals a deficit 1n.the outpgt
of a certain industrial estab1ishment: This leads Ln
exactly the same way to a revision of ? e
productivity factor and the s?parate pro@uct1on
elements, p, ¢ or L of this estab]ashment. ;t is also
possible that the average Tabour intensity of an
industrial establishment may 1ie'belou the norm, or
that production management 1is in the hands of .au
incompetent works administration: The extent to uﬁ1§
such infringements against the interests of socie i
occur can to a large extent be determined by means o

the formula °®

(pt + ct) + Lt
Xt

in association with the establishmgnt's production
budget. Should it be shown in pract1§e ang proved ?y
the appropriate organ of the pro1etar1a? d1ctator5h1p
that an actual case of negligence 1in production
control has occurred, measures NOUTG‘ .then _be
instituted against the establishment adm1§1str§twon
in question, in accordance with the appropriate legal
enactments laid down by society.

Out of this simple system of control based on
social book-keeping, which proceeds quite
automatically as a necessary consequence of the
production process itself, there arises yet a further
agency of control which is quite remorseless §nd
inflexible in its operation: the reproduction
process. If we assume a case in which a productive
unit has calculated 1its Average Social Producti9n
Time at too low a Tlevel, then we have a situation in
which the over-productive establishments are able to
make reproduction effective, but they are not 1in a
position to make good the deficit of Fhe
under-productive ones. These latter, thgn find
themselves unable to carry through reproduction, and
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it becomes necessary that society intervene and make
good the missing resources out of the GSU budget for
the period during which the true figure for Average

Social Production Time is being newly computed from
the available data.

Conversely, should a surplus arise in one or a
number of establishments as a result of the
application of too high a figure of Average Social
Production Time, no very considerable passage of time
will be needed before such an error is brought to
light; on the contrary, it will be revealed
relatively speedily, precisely because the system is
one in which two opposite streams, an ingoing and an
outgoing, an input and an output, are measured in
relation to one another. Over periods of time of
given-duration, these two must exactly correspond and
cancel each other out, whilst over shorter periods
this is so only within certain limits - limits which
may be relatively easily determined through practice;

in all cases, however, the system of automatic

control is brought into play through the system of
reproduction,

Insofar as we have through these observations
carried out an examination showing how it is possible
for the system of social book-keeping to have at its
command an immediate general survey of the production
process, we will now proceed to gain an insight into
the means whereby it is able to place under its
control the other distinct categories of the
production formula also.

To begin with, control over the category
labour-power, represented by the letter L in the
production formula, is made effective by very simple
means. The issuing of Labour Certificates is accepted
by the industrial establishment in question only in
respect of that labour-power which has been directly
expended productively on its own behalf. If we
consider that the production budgets are also
maintained by the Office of Social Book-keeping, then
the following points are immediately revealed: 1)
whether or not the amounts revealed as having been
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expended in respect of Labour Certificates 1§5u23 }zi
within the 1limits 1mpos$dt_bzs;?§ gﬁdgihé i
r or not the relatio

EZit?iicates issued to the quantities eith§;1?ze:2:
materials consumed or of end~?roduct ) e
corresponds with that indicated in the prhoH o
budget. It is, for instance, already knou2ner i
tons of, say, coal will be produced per]mb urlhours
is to say how many directly expended 1abo

accrue to any one unit of production.

Effective control over means of produc?ion 1231;
some degree more difficult, because in thts Cfa e
distinction must be made ?etueen fixe i
circulating means of productTon. MIT1s ans s
understood principle that the c1;cu12?§23 tﬁza e

i duct whi
bsorbed fully into the pro : '
:eans are absorbed only part1a11yhat any ?;ve2h212§é
wever
actly the same use-values can no :
gzse agpear under the category E anﬁ.1a agozzzzui2?3:
ic

category c. In acase inw

Z::ab1ishient has consumed certa1nof¢§e-va1ﬁeséot?:?
e o
uestion arises for the ic
Eggk—geeping as to whether that particular tent:y
should have been placed under categorg p or ca eg:s{
c. It would not be appropriate to indicate here Jthe
héu this question should be hsolved% 5;12$:1158d
i i he sphere o
solution belongs in 0 her e
i i he difficulty would,
book-keeping technique. T'
i to be adopted as a
stance, be eliminated if it were
:E1e thaé. in the case of each and every transferdzi
use-values, a note were to be attached' to the Er <
indicating whether the item in question was tTo o
entered under p or ¢, 1in much 'th? same way aa, 2
present, it is customary to indicate with icheihe
payments or money transfers the purpose for whic
transfer has been made.

This, however, is not our concern but thi:
of the Office of Social Book-keeping. Eoror?es
purposes it s sufficient that the caLeg]a -
comprising the production formgla (p + ¢) +th1 yand
given their appropriati trgg1st;?§1:2ysm2§Ch ;ay o

i indrance, soO at in
:L;Z?:?SZLHd :nd controlled separately whenever
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necessary. The category ¢ in particular moves only
within the 1imits set by the production budget and
must stand in correct relationship to the category L
as well as to the end-product produced. Any wasteful
expenditure of raw materials can thus be uncovered,
not only by the production sector concerned, but also
by the system of social book-keeping.

If now we consider the category p, we find that
it is here that we encounter a difficulty. Such items
as machinery, buildings, etc. are absorbed into the
product only after a period of some 10 to 20 years,
whilst at the same time they are maintained during
this period in a utilisable condition by means of
maintenance work, repairs, etc. If We assume an
average depreciation period of 10 years, then a tenth
of the total productive duration is written off each
year; that 1is to say, it is entered each year into
the formula (p + ¢) + L. After delivery of the
finished manufactured product, L and ¢ once again
enter fully into the production formula; p however
remains to the credit of the industrial establishment
concerned. Only after 10 years have passed have the
fixed means of production been wholly depreciated and
become once again due for renewal.

From this it would appear at first sight as if
control over p can be made effective only after 10
years, that it is only then that it can be determined
whether p has been evaluated at too high or too low a
level. This however 1is only the appearance. The
actual production process is characterised, amongst
other things, by the fact that the various machines
and other plant have differing depreciation periods,
and also by the fact that the precise moments in time
at which they were placed into service are all
different. Thus 1in any given year old means of
production are being replaced by new ones at
differing times. For this reason it is not only the
categories | and ¢ which move as a continuous stream
through the productive establishment, but also p,
even if at a slower tempo. In this way 1t is shown
that each productive establishment will need to have
employed 1in any one year approximately the full

amount of p which has been written off as
depreciated.
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If we now consider briefly the character of the
system of social control, then it 1is to be noted
that, as far as the productive establishments are
concerned, in respect of a number of different
categories production in fact controls itself. In the
first place, the fact as to whether or not the
production budget (p + ¢) + L has in general been
correctly computed and as to whether or not each
separate category has moved within the limits imposed
by the budget represent indices which can be
immediately ascertained. In the second place, control
is exercised over the quantity of products produced;
the result manifests ditself as a control over the
average production time effective in the productive
establishment concerned, and alsoc over the average
production time applicable in society as a whole. Out
of the ratio of the former to the latter there thus
also arises yet a further integer: in this case one
providing control over the productivity factor.

The entire process of control therefore consists
in nothing other than that the various transfers of
use-values and the acceptance of Labour Certificates
for issue, that is to say the objective process of
production itself, provides a check upon, and so
controls, the production formula. Next we have the
end product produced, the result of the objective
process of production. This subjects the individual
factory or works average, the overall social average
and the resultant dndicated productivity to open
scrutiny by the whole of society. In addition to
this, an effective control is brought to bear upon
each of the categories separately making up the
formula (p + ¢) +L, as a result of the entry into
account of quantities. representing Labour
Certificates 1issued and transfers of use-values
produced - that 1is to say, through the objective
course of the production process itself. Finally, the
reproduction process (extended accumulation), which
represents and embraces objective production as a
whole, maintains an accurate final or subsequent
means of control.

In those cases in which Average Social
Production Time has been calculated at too low a
level, the production cooperative concerned will be
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unable to carry through reproduction;
on thg other hand, in which it has been calculated at
too high a level, surpluses will be revealed which it

will not be possible to absorb through current
production. -

in those cases,
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CHAPTER XI

THE MODE OF SOCIAL CONTROL OVER
THE GSU OR PUBLIC ESTABLISHMENTS

Control over the GSU (public) establishments
runs to a certain extent parallel with that of the
productive establishments. This applies particularly
to the supervision of the separate categories making
up the production formula (p + c) + . , which takes
place through the registration of the transfers of
use-values and the distribution of the Labour
Certificates. To this extent control arises
spontaneously out of the objective process of
production itself.

The output produced by these establishments,
however, passes over to society without compensation,
and thus they receive no credit entry for this either
in the books of the establishment or in the Office of
Social Book-keeping. In these cases neither the
quantity of product produced - that is to say, their

Average Social Production Time (ASPT) - nor the
reproduction process (extended accumulation) assumes
the role of the controlling factor. Those

establishments, therefore, which yield up their
product for individual consumption without any
economic measure are subject to automatic control in
only one direction: that provided by the objective or
impersonal aspect of the production process alone,
since the aspect of labour-time expended (.) is not
measured. It is, of course, possible to conceive of a
myriad of methods by means of which these
establishments could be brought systematically under
control, in order to ensure that social resources are
administered as sparingly and economically as
possible. The point, however, is not to devise out of
the top of one's head methods of control which would
presumably correspond with the specific
characteristics of the particular establishment in
qguestion; on the contrary, the task is precisely that
of determining that particular form of control which
reflects organically the character of social
production as a whole and so is common to all
establishments.




In the early inceptive period of a Communist
economy, it would be 1ikely that only those
establishments would belong to the type of GSU or
“public" establishments which produce no physical
product, such as for instance the economic and
political councils, the health service, the education
system, etc. The next stage of development would then
1ikely be that of bringing the transport of goods and
passengers into the sphere of uncompensated
consumption. At a still more distant stage, the
principle of "consumption according to need" might be
extended to physically definable and measurable
products destined for individual consumption. In the
course of carrying through the social revolution, the
first concern is therefore not with the immediate
implementation to the greatest possible extent of the
principle "To Each according to his Needs", but with
the achievement of independent administration on the
part of the productive establishments and the
carrying through of a system of independent
production accounting and control.* So soon as
production is secured from this aspect, the further
development of the economy to the stage of free and
uncompensated consumption becomes a relatively simple
matter.

In the case of all those establishments which
permit of automatic control 1in only one direction,
that of the objective means of production, it is
1ikely that the missing sphere of control would be
made good by means of on-the-spot investigative
comparisons. Comparison of operative 1indices would,
for instance, be instituted in order to determine how
many labour-hours were being devoted to education in
the one or the other Commune, how many labour-hours
were consumed in the various cities in providing and
servicing one kilometre of public tramway, and so on.
In those cases in which a physically measurable
product 1is distributed socially - for instance,
electricity - control by means of the average social
lTabour-time  expended would once again become
applicable. Now, however, it would have to be born in
mind that control would not be carried through
automatically as a planned element in the work of the
Office of Social Book-keeping, but must now take
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place in the book-keeping department of the
establishment concerned.

As a subordinate task within the general
system- of control exercised over the public
establishments, there now also arises the need

for control over the distribution of
consumption goods. The consumers distribute the
products themselves independently through
the agency of their cooperatives, they are

“masters in their own house". Because individual
wishes here find collective expression, it is
they who determine exactly what and how much
is to be distributed. Their executive organ 1is
an establishment of the GSU type, which draws
up an operational budget defining its consumption of
(p +c) + L and which defines its functional service
as consisting in the distribution of x labour-hours.

Control over the production formula is again
effected 1in pursuit of one purpose only: that of
determining whether or not the establishment or works
administration is operating within the limits imposed
by the budget and as to whether or not the limits
laid down for the specific categories making up the
production formula are being maintained - both of
thes? yielding, as a by-product, data confirming or
denying that the production formula had been
correctly drawn up in the first place.

The question of control over the quantity of
product distributed is also a relatively simple
matter, precisely because all transfers of goods are
registered in  the system of general social
book-keeping and because the products pass into the
sphere of consumption 1in exact accordance with their
production times. In the Office of Social
Book-keeping an exact record is maintained as to how
much product, that is to say how many labour-hours,
have been drawn upon to the account of each consumer
cooperative. Labour Certificates to exactly the same
value in Jabour-hours must have been surrendered to
the Office of Social Book-keeping.

There are, of course, certain technical




difficulties associated with this procedure. For
instance, the distributive organisations must take
into account the fact that a portion of the available
product will be lost, destroyed or damaged. For this
reason it can in practice never arise that exactly
the same quantity of Labour Certificates will have
been surrendered as corresponds to the eguivalent
debit with the Office of Social Book-keeping. The
limits within which these deficits should move are,
however, easy to determine in practice and for that
reason can, be adopted, for instance, as a category
in the operative budget of the distributive
organisation. Control over the processes of
distribution is not in principle jeopardised by these
unavoidable product 1losses, and the principle of an
exact relationship of the producer to the product is
not thereby infringed.

By this means control over both production and
distribution is complete. Each category of the
production-reproduction formula «can be exactly
scrutinised by society. Control is reduced to its
simplest possible form and the economic process is so
clearly perceivable that the system of open
book-keeping makes direct control on the part of all
members of society possible.

With the combined apparatus of production and
distribution, the total economic system, firmly and
permanently in the hands of the producer-consumers,
the apparatus of the economic system of Communism has
found its highest and most ideal unified form, which
can come into being only through the integrated
operation of all the productive forces, and can
indeed be nothing other than this. Society thus
becomes THE ASSOCIATION OF FREE AND EQUAL PRODUCERS.
In the socio-political sphere this finds its highest
expression in the system of Workers' Councils, and in
the economic sphere in the system of General Social
Book-keeping.
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CHAPTER XI1I

SOCIALLY NECESSARY LABOUR AND
AVERAGE SOCIAL REPRODUCTION TIME

SNL = Socially ASRT = Average
Necessary Social
Labour ! Reproduction

Time

If we subject the category SNL (Socially
Necessary Labour) to closer examination, we observe
that two totally disparate elements have here been
thrown together under the one heading. On the one
hand it contains the simple determinative element
that a specific form of labour satisfies a specific
social need and is therefore socially necessary; on
the other hand, insofar as a temporal aspect
(labour-time) is involved, 1t gives expression to an
element of economic regulation. Thus Kautsky, for
instance, speaks of the socially necessary labour
which is contained in a particular product “"from its
first origins through to its final completion,
including transport and other auxiliary operations",
and which cannot be estimated "even with the help of
the most colossal and perfected statistical
apparatus"”. Even though, according to Kautsky, it is
theoretically possible to compute this category in
full, in practice this is unrealisable and therefore,
as far as any purposes of budgetary control are
concerned, it must, according to Kautsky, be rejected
as practically useless.

Turning now to Varga, it is his intention that
Socially Necessary Labour (SNL) should also have a
defined regulatory and accounting role to play. It is
even his wish that this should find expression in the
name given to the term, and for this reason he speaks
of an "“inherent social cost price": "By this we
understand the inherent cost price plus an additional
increment provided for the maintenance of the
non-labouring sections of the population, plus a
further increment for the realisation of actual
accumulation. This 1is the solution in principle”.
(E. Varga: “"Die  wirtschaftspolitischen Probleme
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der proletarischen Diktatur” [“Economic Problems of
the Proletarian Dictatorship"], p.147) (Varga's
emphasis).

This "solution in principle" does indeed appear
an attractive proposition. Adopting Varga's “"formula
for inherent costs" into the overall theoretical
scheme, one arrives at the following:

(P +C) + L + GSU + ACC

Unfortunately, however, Varga does not provide
any information as to how the additional increments
for the GSU Establishments and Accumulation are to be
determined or 1in what magnitude they are to be
brought into relation with the rest of the schematic.
For that reason it 1is not possible to subject the
formula to any further examination. Speaking in
general terms, we can only observe here that exactly
the same difficulty arises as with Kautsky, and that
for the realisation of these “formulae for inherent
costs" a monstrous giant brain would be necessary,
such as would be needed for the drawing up of the
well-known “world equation" enunciated by La Place;?
expressed in plain terms, this is as much as to say
that these "inherent cost formulae" are complete
nonsense. It 1is for this reason that it should not
cause us any astonishment if the much-prized
“solution in principle” was found to be incapable of
any practical application in Hungary, ? and that the
demands of reality imposed there something quite
different. In practice, the theory of inherent social
costs was pushed aside by a price policy, from which
we can draw the conclusion that in this case also the
category of inherent social costs was dethroned and
shown to be useless.

It would appear that, in end outcome, the
economists have applied the term Socially Necessary
Labour (SNL) over far too wide a sphere, and that
they have also included 1in its summation all those
general costs of administration, etc. (See "Critique
of the Gotha Programme"), which do not properly
belong in the sphere of production at all; or else,at
the opposite extreme, they have focused their
attention too exclusively upon the collective
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end-product, with the result that all the myriad
different production-times adhering to hundreds of
different products have been irretrievably mixed
together (cf.Kautsky). In this particular form the
category of Socially Necessary Labour (SNL) is indeed
quite useless. Nevertheless, all labours performed in
both  production and distribution are socially
necessary. They must therefore be reproduced. The
only possible solution is for each economic group to

produce independently, whereby the entire SNL 1is
reproduced.

We see, then, that the category SNL can
find application only in respect of real
use-value producing Tabour, and not in any
administrative-accounting function. Reproduction of
SNL is thus based upon and reflects the reproduction
of each productive operation in the economy, and for
that reason it is not the category SNL at all which
is applicable to each separate work activity or
particular division of the labour process; on the
contrary, the decisive category applicable to each
separate activity is that of Average Social
Reproduction Time CASRTY. _Thissvis amenable to
application in 1its widest sense by all "producers"
and it is in this way that the problem of average
social labour-time simultaneously finds its solution.

We must now subject to further examination
exactly why it is that reproduction time is
applicable here and not production time; furthermore,
we must also clarify to what extent these terms are
synonymous and to what extent they are opposites.

To do this we must recall our original
stipulation that each separate productive
establishment must calculate the production time
required for its product by application of the
formula (p + ¢) + L; that is to say, it establishes
how many hours of average social labour are contained
in that particular product. Our outline then went on
to show how Average Social Production Time was
computed from the totality of all productive
establishments joined in a single production group or
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"guild". The method according to which this
computation is carried out ensures the simultaneous
reproduction of the entire production group, and for
this reason, 1in place of Average Social Production
Time, we name this the Average Social Reproduction
Time. In this way the two in fact coincide. The
difference between the production times of the
separate productive (industrial) establishments and
Average Social Reproduction Time is subsumed within
the Productivity Factor.

Depreciation of the Means of Production

It is an unwritten law for all capitalist
concerns that they must promote productivity to the
maximum, since otherwise they will be pushed out of
the market. For this reason they must strive to keep
the wages of the workers as low as possible and
to employ always the most productive machinery. Thus
it often occurs that machines still capable of useful
productive employment are scrapped. This, of course,
represents a colossal waste of productive resources,
and is characteristic of the capitalist mode of
production. Seen from a strictly economic point of
view, such an occurrence would mean that, in the case
of a productive establishment equipped with obsolete
means of production, production time would 1ie above
the social average; or that, conversely, since the
founding of the particular capitalist establishment
in question, average social production time in that
particular sector of the dindustrial economy had
fallen due to rising average social productivity, and
so had Ted to a relative increase in the production
time applicable to the above obsolete establishment.

It is of course a conscious aim of the Communist
mode of production to reduce Average Social
Production Time continuously. This has as its
consequence a general fall 1in reproduction times.
Expressed in capitalist terms, this is as much as to
say that, at any given moment, means of production in
the separate productive establishments have become
obsolete. We must, therefore, now examine how this
tendency expresses itself in a Communist economy.

Let us take, for example, an industrial
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establishment in which the fixed means of production
have been calculated at 100,000 labour-hours; let us
assume further that these instruments of production
are depreciated over a period of 10 years. In such a
case 10,000 labour-hours per annum must be estimated
as having to be taken into acocunt 1in the product.
However, should the Average Social Reproduction Time
of the means of production fall, the result of this
would be that the establishment would be able, in its
reproduction, to procure either the same quantity of
machines of better quality or a greater quantity of
machines of the same quality - that is to say, the
productivity of the establishment would have been
raised. Expressed in other terms, this would mean
that accumulation, or an extension of the productive
apparatus, would have taken place without the
deployment of an extra outlay of labour. s

For this establishment, a fall in the Average
Social Reproduction Time applicable to 1its means of
production leads to a change in its production time
and thereby also to its Productivity Factor. This is
so for the simple reason that, in the final analysis,
the Average Social Reproduction Time must be included
in the total calculation. The Average Social
Production Time (ASPT) of the entire production group
thus remains qidentical with the Average Social
Reproduction Time (ASRT), for the simple reason that
the means of production, seen as a statistical
average, are used up and "flow through" the
establishments as an uninterrupted stream. At any one
moment  this particular establishment will be
modernised and renewed, at another moment another
one, and so on. The lowest social reproduction times
will thus, at any given moment, be continuously taken
up by and reflected in the production process.

Average Social Reproduction Time is therefore
the decisive category for Communist production. Just
as, in the case of the capitalist economic system,
the category Vvalue (necessary and surplus value)
stands at the centre of the entire economy, in the
economic life of a Communist society it is the
category Average Social Reproduction Time which is
the focal point around which everything revolves.
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The foundation of Average Social Reproduction
Time (ASRT) is the average social hour of labour. It
is, of course, true that this category also has
validity under capitalism. Here, however, the
separate and peculiar characteristics of individual
use-values can find no expression in their form as
commodities, since in the market the product is
exchanged 1into money, that is +to say changed into
that universal commodity which eliminates all
individual characteristics. Under Communism it is
Average Social Reproduction Time which subsumes
within itself all individual characteristics, those
of slower and more relaxed workers, those who are
more capable or less capable, those who labour
either by hand or by brain. Average Social
Reproduction Time (ASRT) is thus a category which, as
a thing-in-itself, as a specific parameter, has no
material existence; 1ike the 1laws of nature, which
express only the general within which all specific
phenomena reside without themselves having any
materiality, the Average Social Hour of Labour,
which at the concrete 1level does not exist, expresses
the general which is subsumed within the infinite
many-sidedness of the social metamorphosis of
materials.
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CHAPTER XIII

THE ECONOMIC DICTATORSHIP OF THE
PROLETARIAT AND THE SYSTEM OF
SOCIAL-BOOK-KEEPING

The dictatorship of the proletariat - what a
dreaded spectre this conjures up for so many brave
petit-bourgeois - and even for large numbers of the

proletariat itself! They forget that the capitalist
class exercises its dictatorship with the most brutal
ruthlessness. History, however, does not revolve
around the terrors of the petit-bourgeois, it was
and remains a history of class struggles, and for
this reason the proletarian class, whose very well-
springs of meaningful life are continually
threatened, will be compelled to raise itself up
against the dictatorship of capital in order that it
might establish its social order, the social order of
labour, against the resistance of all bourgeois
elements. The decisive force necessary for this act
must of necessity proceed from those masses of
workers who are concentrated in large and wmiddle
industry. It is they who will seize hold of the civil
power in society, and it is also they to whom will
fall the task of laying down the new order which the
rest of society, the non-proletarian elements, will
have to follow. This cannot be made effective by
means of decrees or, still less, with the tip of the
bayonet, but must be made reality through the
organised activity of the broadest masses of the
workers.

The course of revolutionary events in Western
Europe will be such that the proletariat takes
possession of the factories and other productive
establishments and declares them to be social
property. In this way the state itself is
progressively undermined and finally destroyed.
Having achieved this, however, the workers will then
have to decide whether they will follow the Russian
example and, bowing to the influence of
Tong-established social-democratic doctrines, help to
set up a new apparatus of oppression exercised
through the state, which will thereafter function as
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the manager and administrator of production; or, on
the other hand, if a Communist consciousness among
the workers is so strong as to make revolutionary
action both possible and necessary, to take the
factories and industrial establishments forcibly
under their own administration, using for this
purpose the factory organisations or Councils as the
essential organs of their social power. Should the
latter course occur, then this will only be possible
if the principles of Communist economy, as set forth
in this book, come to form the foundation of the
system of social production. By this means the most
important part of the total social product will be
taken outside the scope of free uncontrolled
circulation within the orbit of the market. The
lesser remaining part of social production, that of
small peasant agriculture, will then be compelled by
the objective conditions themselves to associate
itself with collectively organised industry. In this
way there would then come into being the "economic
dictatorship of the proletariat”, the strongest
weapon of the victorious working-class.'®

It can be readily perceived that the carrying
through of the social revolution in the sphere of the
economy 1is a task which to a considerable extent
falls to the system of general social book-keeping.
The new economic lTaws which would then have validity
make the fulfilment of this task possible.

Communist industrial 1ife knows nothing of the
circulation of money and has no wmarket. It
administers the stream of recorded exchanges by means
of the Office of Social Book-keeping (Giro-Centre).
By this means all those producers who are not
associated with the COffice of Social Book-keeping are
brought into a situation of compulsion. They are
unable to procure any raw materials and means of
production for their establishments. Should they wish
those establishments to continue in industrial
activity, then the circulation of their manufacured
goods must take place through the exchange control
(Giro Centre) established by the 0SB. They must
subordinate themselves to and participate 1in the
general system of social production and must place
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that production under the discipline of the general
system of control implemented through the prescribed
formula (p + c) + L, the instrument through which
their production is placed under social control.

By this means socially scattered and fragmented
small-scale industry is compelled by purely economic
means to bring its production into 1line with the
general proletarian order. The necessary consequence
of this will be that industrial establishments of
similar scale and size will Jjoin together in
production groups. If for no other reason, this will
be necessary in order that the various Average Social
Production Times (ASPT's) and the respective
Productivity Factors associated with them may be
determined, as well as for reasons relating to the
planned procurement of materials, etc. It is also the
sole method of raising small-scale production out of
its backwardness. This method of group cartelisation,
however, need not deprive the small industrial or
agricultural establishments in any way of their right
to self-administration; on the contrary, practice
will show that the organisation of production by the
producers themselves will develop in an exemplary way
in this sphere also. ?

- & ok by this means that the Association of
Free and Equal Producers exercises its economic
dictatorship. It rejects all recognition of the right
to exploitation, and excludes from its society each
and every element which does not recognise this first
principle of Communism. Small-scale production,
however, is compelled to subordinate itself to the
Communist system of production. Nevertheless, it is
directly by means of this subordination that the
dictatorship transforms itself 1into its opposite. So
soon as the producers themselves take the reins of
management and administration of their {industrial
establishments into their own hands and place
production under social control, by that very act the
dictatorship has abolished itself and all producers
have become equal members within the great community
of their Association.
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CHAPTER XIV

THE AGRARIAN QUESTION
AND THE PEASANTRY?!

Development towards Commodity Production

It is a well-known principle that every new
society is born within the womb of the old. In the
course of its tempestuous development, the capitalist
system has brought into being an ever more powerful
and more concentrated productive apparatus, in the
course of which on the one hand the numbers of
bourgeois proprietors of industry, 1in whose hands
control over that apparatus is concentrated, becomes
ever more restricted; whilst, on the other hand, the
army of the proletarians grows continually to an
unheard of degree. This development simul taneously
creates the conditions which ultimately 1lead to the
fall of capitalism. The necessary precondition for
this unrelenting growth in the numerical size of the
proletariat 1is an ever more intensive concomitant
rate of exploitation, whilst at the same time the
general insecurity of material existence keeps equal
pace with this. (See Karl Marx: "Wage Labour &
Capital”). Under these conditions there remains for
the proletariat to an increasing degree only one
solution: Communism.

However, if we observe alongside this
development in industry that simultaneously taking
place in agriculture, then we perceive a completely
different picture. 1In spite of all prophecies that
the same degree of concentration would also become a
feature of the agricultural economy, and that the
small and middle peasants would to an increasing
degree be ruined and destroyed by large agrarian
consortia, in reality little has been seen of such a
development. Not only the middle peasants but even
the small ones have managed to hold their ground,
whilst nothing has been seen of any developments
similar to those depicted above. In fact, the very
opposite has been the case; recent decades have
actually witnessed a significant increase in the
numbers of small-scale holdings in agriculture.?




This course taken by agricultural development
has brought a big disappointment for the
theoreticians of state communism. Whilst, in
industry, the labour process has acquired an ever
more pronounced social character, the agricultural
economy has 1in their opinion remained isolated and
backward. Whilst in  industry the productive
establishments have become ever more "mature" for
Communism, as they conceive it, in the agricultural
sector of the economy production relations have
simply refused to become more "mature" in preparation
for central state administration.

In the eyes of the state communists, agriculture
for this reason is and remains an active barrier to
the establishment of a Communist society. Our
opinion, on the contrary, is that capitalism is
creating the conditions for Communism in the most
thoroughgoing way, in agriculture as well as in the
rest of the economy. It all depends upon where one's
vantage point lies: whether one envisages placing the
responsibility for the administration of agricultural
production in the hands of a central government
office, or whether one understands that it will be
carried out by the producers themselves.

To begin with, it ‘is necessary to examine
present-day agriculture very carefully. There 1is no
doubt that here we do not find the same colossal
concentration of production as it has been observed
to be the case in industry. However, in spite of this
fact, agricultural cultivation has become capitalist
through and through.

Commodity production is the characteristic
hallmark of the capitalist mode of production.
Commodities are use-values which the producer, given
the conditions of private ownership of means of
production, does not produce for his own use but for
the use of others. The producer of commodities
creates precisely those articles which he himself
does not require and he consumes precisely those
which he himself has not produced. It 1is in the
market that the general exchange of commodities then
takes place. Insofar as the producer of commodities
has not produced for his own use but for that of

society, his 1labour is social labour. In the great
social process of exchange, all commodity producers
are bound together, they 1live in complete mutual
dependence and thus form an integral whole.

For the peasant economy of olden times, however,
the production of commodities was only a subsidiary
activity. The 1isolated domestic economy of the
peasant satisfied virtually his entire requirements
from within its own resources. The peasant Jlaboured
for his own family circle. His production was not
socially interdependent. So long as he was able to
obtain the tools necessary for his production from
his own labour, the circle of his productive activity
extended no further than the narrow limits of his
farmyard. Only that which was not required for his
own use, his surplus production, was destined for the
market, whereby those products then acquired the
character of commodities. The peasant economy thus
formed no part of general social labour, and this
also provides the explanation for the independent
conditions of existence typical of the peasantry.

Commodity production on an industrial scale has
broken up these isolated economic conditions. Whereas
on the one hand capitalism has scattered a plethora
of cheap products over the entire land, on the other
hand the development of capitalism has had the effect
of raising the average Tlevel of agricultural rent,
whilst simultaneously the state has demanded ever
higher taxes. It forms no part of our task here to
pursue the course through which the destruction
of the isolated domestic peasant economy  has
been carried through (See Rosa Luxembourg: "The
Accumulation of Capital"). Here we need take note
only of the result, which has become ever clearer for
all to see: the peasant has found himself in need of
more and more money-capital in order to be able to
discharge his economic obligations. He can, however,
obtain such money-capital only by motivating himself
as a commodity producer, by bringing more and more
products on to the market. To achieve this aim, two
methods were open to him: either it was necessary for
him to consume 1less whilst productivity remained
static; or else he was compelled to raise the
productivity of his Tlabour. To whittle down his
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consumption, 1ike a peasant of the old stamp, proved
to be an impossibility. Thus an increase in
productivity presented itself as the sole solution.

It was at this point that the economists began
to go astray in their speculations for the future.
They assumed the same course of development for the
agricultural economy as had occurred in industry. In
industry, an ever higher level of pro@uctivity was
reached by means of the amalgamation of many
capitals, by means of ever more modern and more
productive machinery which could only find
application in huge establishments. They believed
that the same process of concentration uogld of
necessity take place 1in agriculture. According to
this vision, the small and middle peasants were
destined in the main to disappear, whilst the
decisive role in the agricultural economy would
devolve upon vast agrarian combines.

In this respect, then, our economists have
erred. A very understandable error perhaps, because
they were able to base their Foreca§ts only upon the
known possibilities. What is espec1§11y noteworthy,
however, is that it was 1ndustr1al deve]op?ent
itself, which in their scheme of th1ngs.uas destined
to bring about economic concentration in the
agricultural economy, which in fact prepared the
ground for the completely different_ course taken by
agrarian development. The chief instruments
responsible for raising the productivity of
agricultural production to such a significant dggﬁee
were 1in particular the motor vehrc?e,' artificial
fertilisers and the application ef agrarian science.
As a result of modern fertilisation methods the
inherent fertility of the 1land began to play a
subordinate role, the yield per hectare grew
enormously, by which means the peasant was gnab]ed to
deliver a much greater volume of commodities to the
market than previously, whilst at the same time
modern methods of communication provided ?he general
means of transport. Simultaneous with the increase of
the yield per hectare another factor of tremendous
significance began to play a role. As soon f?s
production has been placed on a scientific
foundation, the phenomenon of specialisation makes
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its appearance as a compelling imperative. "The
specialist 1is a cave-dweller who perceives only a
tiny ray of 1light in all the universe, but that one
ray he sees extremely clearly", says Multatuli
somewhere or other. Thus we see that the peasant
arranges his affairs 1in such a way that he supplies
only one particular product, but in that narrow field
he achieves the very highest level of productivity of
which modern science and his own financial resources
are capable. He organises his production on the basis
of this narrow specialisation, that is to say, he
procures just those tools and equipment which he
needs for that specific product.

The above describes the situation in agriculture
over a large part of Western Europe. The
characteristics described above are seen in their
most pronounced form in Holland and Denmark, whilst
France, England and Germany follow closely behind in
the move towards specialisation. In the case of
Tivestock rearing and vegetable farming in the
immediate environs of the 1larger cities, the
transition to this type of agriculture has been
carried through to completion in the above countries.
The peasant, or farmer, has therewith become a
commodity producer in the fullest sense of the word.
He no longer brings merely his surplus product to
market, but his whole output. He produces that which
he himself does not require, and he consumes
precisely those products which he himself has not
created. Thus he 1labours not for himself, but for
others, for society, and with the completion of that
process his labour has become fully integrated with
social Tabour in general. The closed domestic economy
has been destroyed by specialisation, and the
agrarian economy has been transformed into a sector
of industrial production.?

Even if the peasant has remained to some extent
the owner of his own small piece of land, his general
economic situation has, along with this, deteriorated
to an enormous degree. Nevertheless, under favourable
market conditions he can still wmake profitable
transactions. The difference is that he 1is now
totally dependent upon the fluctuations of the
market. Furthermore, he is now highly vulnerable to




