the reserve army of the unemployed when it became depleted
. by the expanding demand for labour and wages showed signs
~of rising and encroaching upon surplus value. They also
" encouraged the tendency to concentration on the side of capital
~ (the larger swallowing the smaller in lean years) and increased
: the instability of the worker’s status and condition.

The inevitable outcome and only “solution” to these
gathering contradictions was a revolt of organized labour
against the growing tyranny of capital, as the latter showed
itself increasingly to be a “fetter on production,” no longer
revolutionizing technique and expanding productive capacity
as it had done in its halcyon days but restricting and wasting
productive capacity and holding it in check. On its negative
side such a revolt could only take the form of dispossessing
the capitalists of their ownership rights—the famous
“expropriation of the expropriators.” On its positive side
revolutionary transformation must take the form of the transfer
of the means of production into social ownership and the
social organization of production on a planned basis, since in
conditions of meodern technique and large-scale industrial
production the kind of solution favoured by Saint-Simon and
Proudhon—the distribution of property in small units to all
citizens—was clearly impracticable.

A social transformation of this kind, the most revolutionary
known to history, would liquidate the class antagonism of
previous class society by substituting the social equality of a
community of active producers, where everyone was a worker
drawing an income from society, for the unequal and divided
society of those who owned and those who were dispossessed.
The period of human history characterized by successive forms
of class exploitation, each with its specific type of dominant
and exploiting class appropriating surplus product in its own
manner, would have closed. But this did not mean that historical
change would have come to an end. The technical means of
production would continue to develop, probably more rapidly
than before; human organization, adapting to changing economic
conditions and needs, would perennially undergo change. But
the basic cause of social antagonism as known before in human
history would have disappeared.
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andards of societ;

¢ possible to achieve the fulle;
social equality of “from each according to hig ability, to eact

according to hijs needs.” It hag become Customary in recent
decades to call the first “socialism” and to reserve the name
“communigm” for the second. One could say that the former
would realize equality of Opportunity for all, but the effect

i i ality of human capacities
and talents woulq N0t be eliminateq; only under “full

tOmmunism” woulq differences of human capacitieg and needs
cease to be of economic significance.

Marx ang Engels ang their followers

always regarded it
as inconsistent with their conception and

method to prepare
re socialist, society.
e Utopian socialist,

onvert the means

" it would “centralize all
elements of Production in the hands of the State” (i.e., of the

proletariat organizeq as the ruling class) and Wwould “increase
the total of productive powers as rapidly as possibje.” There
were some occasional hints in the writings of Marx and Engels
that production would be organized consciously unger some
kind of Prearranged socia] plan. But apart from the comments
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.already quoted from the Critique of the Gotha Programme,
that is virtually all. Lenin, who had the task of laying the
foundations of the first socialist state, declared that “in Marx
‘there is no trace of attempts to create Utopias, to guess in the
void at what cannot be known.”

Post-1917 Social Democracy

In the years since the Russian Revolution the socialist
world has been more or less sharply divided between those
who recognized this event as a genuine socialist revolution
and those who denied it such a name. The difference partly
turned on the methods used to achieve and to consolidate the
revolution, namely the use of insurrection and armed force
and the regime of the “dictatorship of the proletariat.” But
there was also the deeper issue of whether socialism could be
built at all in a backward country of weakly developed industry
and predominantly peasant agriculture. The Russian
Mensheviks denied that it could be and declared that the
stage was set in Russia for no more than a “bourgeois revolution”
against tsarist absolutism. What was distinctively new in
Lenin’s controversial interpretation when he arrived back in
Russia in April 1917 was that, while accepting that a bourgeois
revolution was in process, he nonetheless declared that the
industrial proletariat could and should seize power in alliance
with the peasantry. In doing so, the proletariat could transform
a bourgeois revolution into a socialist one and eventually
start to build socialism. The discussion about “socialism in
one country” that was to develop within the Bolshevik ranks
in the following decade was in large degree an extension of
this same controversy, since it was concerned with the question
of whether the transition to socialism, already started by the
nationalization decrees of 1917-1918 and carried over into
the “mixed economy” of the 1920s, could be completed unless
the revolution spread to other, more technically advanced,
countries of Europe.

Socialist parties in western Europe (with the exception of
the Italian) generally followed the Menshevik line in their
estimate of the Soviet revolution. They proceeded to affirm
their devotion to democratic parliamentary methods and their



detcktcti et UL BT

48 Economie Thought



[EREN BN A A |

Introduction 49

era has now passed into history.” Property rights, it is said,
“no longer constitute the essential basis of economic and social
power,” which has passed to a new class of managers.
Nationalization and “the early Fabian emphasis on collectivism”
are expressly rejected as key to the definition of socialism,
and equality of status is enthroned as the essence of the
definition instead. Before the war, in 1937, Douglas Jay in
The Socialist Case had already said, “If we are to have the
substance and not the shadow, we must define socialism as
the abolition of private unearned or inherited incomes rather
than of the private ownership of the means of production”;
while as for planning in any of its forms, these are “possible
rather than necessary elements of socialism.”

The Economists’ Debate

There remains to be said something in summary about
the narrower discussion of socialism, by economists, which
itself falls into two halves: discussion of the comparative
merits of the two rival systems in the attainment of some
postulated “optimum” and discussion of alternative mechanisms,
or “models,” for the operation of a socialist economy. The
latter has become a lively subject of debate today in the
socialist countries themselves. As a result of the new economics
of Jevons and Menger in the last quarter of the nineteenth
century, two opposite tendencies arose among leading academic
figures. First, as we have noted, there was a tendency in
England especially (which Jevons himself cautiously initiated)
to reexamine the case for laissez-faire and the exceptions to
it. This reexamination, developed by Sidgwick and Marshall,
drew attention to a number of “exceptions,” in which public
interest conflicted with private and in which production of
wealth failed to be maximized when left to the free play of
market forces.

In the twentieth century, with the increasing prevalence
of monopoly and restricted competition, this critique was
extended to include the adverse effects of “imperfect
competition” or “monopolistic competition”—the excess capacity
latent in excessive product differentiation and also the swollen
costs and distorting effects of salesmanship and advertising
to which they give rise. Second and concurrently, the



