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Introduction 

The subject matter of our study is “Collapse of Socialism”. But 
socialism did never collapse it was usurped. This is a historical fact 
which is being denied. What collapsed in 1990 in Eastern Europe and 
in 1991 in the Soviet Union was market socialism of the revisionist 
regimes, not the Marxian socialism of the dictatorship of the proletar-
iat. And everybody knows that market socialism and revisionism are 
bourgeois ideology and practice in Marxist garb. Of course, some 
self-styled Marxists, here and elsewhere, continued to consider the 
U.S.S.R. as a socialist state notwithstanding its revisionist leadership. 
They have, with aplomb declared against Khruschovite revisionism, 
but had kept a studied silence on the question of relation between the 
dictatorship of the proletariat and revisionist leadership, identifying 
the revisionist ruled Soviet state and market socialism with Marxian 
socialism is nothing but prettifying both market socialism and revi-
sionism or worse, playing into the hands of the bourgeoisie. When 
one speaks of problems of revisionist ruled Soviet Union and its mar-
ket socialism as problems of Marxian socialism, he seeks to tar Marx-
ian socialism with the same black brush by which Khruschov tarred 
Marxian socialism. Revisionist takeover of the party and the state can 
mean nothing but the destruction of the dictatorship of the proletariat. 
Consequently, Marxian socialism is the logical casualty. The revi-
sionist take over can only mean that bourgeois ideology and practice 
have gained the upper hand, proletarian leadership has been toppled. 
It means restructuring of the property relationships in favour of pri-
vate property ownership and exploitation of man by man. 

As such, the subject matter of our study should have been named 
“Collapse of market socialism”. It would have been scientific and in 
conformity with historical fact. 

However, I shall discuss here the economic policy of the Soviet 
Union of the two periods viz. the period of Marxian socialism and the 
period of market socialism keeping myself confined to the Soviet Un-
ion’s relation with the world market and imperialism. 
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I hope the question of collapse will be clarified in the course of 
our study. 

1. Socialism in One Country and the World market 

The October Socialist Revolution put an end to the undivided rule 
of the world system of capitalist economy. A new economic system, 
the socialist economic system came into existence. When the con-
struction of the socialist economy in the very young Soviet state was 
in its initial stages, Lenin said: 

“We are now exercising our influence on the international revolu-
tion through our economic policy. Once we solve this problem, we 
shall have certainly and finally won on an international scale.” (C. W. 
Vol. 32, P-439) 

Did Lenin’s prophetic words come true? Was the economic poli-
cy of the Soviet Union “certainly and finally won on an international 
scale”? 

It really did win. 
What was the economic policy of Lenin? 
With the inception of the Union of Soviet Socialist Republics in 

1922, Lenin formulated three basic guidelines, viz. (I) a comprehen-
sive national economic plan, (ii) Socialist ownership of the means of 
production, and (iii) Independent growth with emphasis on heavy 
industries. After the death of Lenin, Stalin meticulously following 
these guidelines, concretised and implemented them. He pursued the 
policies of centrally planned economy which made progress depend-
ing almost exclusively on the domestic resources and the home mar-
ket. Foreign trade sector, or, foreign market, it may be noted with 
special care, played a very subsidiary and therefore, a minor role, in 
the development activity, as trade was chiefly confined to importing 
some technology from the world imperialist market. Export was con-
sidered a sin for obvious reasons, while import was generally fa-
voured, since it was conducive to improve the material balance and 
technological base of the Soviet economy. It may also be noted that 
there had been monopoly control of the socialist state over the foreign 
trade. In general, foreign trade was not at all a dynamic sector of the 
Soviet economy, even in the period of socialism in several countries, 
till the death of Stalin. 

Why the foreign trade sector or foreign market was not a dynam-
ic one? 

It is well known that capitalism develops international economic 
relations of a capitalist character, that is of exploitative and coercive 
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character. Such international relations of production, once they 
emerge, acquire a certain independence and exert enormous influence 
as an objective law, on the internal development of the countries 
drawn into their orbit, independent of man’s will. In the capitalist 
world this intensifies the unevenness of the development of different 
states, some countries outstrip others, there emerge ruling and sub-
ordinate countries, and the latter become, in one way or another, de-
pendent on the former. This essentially coercive and exploitative pro-
cess has produced international division of labour under which the 
world is divided into industrially advanced and industrially backward 
and weak countries, and under which the backwardness of the latter is 
perpetuated. A socialist state cannot be the partner to this coercive 
and exploitative process of the international trade relations. 

Taking cognisance of this process the Soviet Union co-operated 
in a very limited way, but did not integrate itself into the imperialist 
dominated world market in the sphere of competition through imports 
and exports of goods or capital. That is why the economic policy of 
Soviet Union was independent but not autarkic. A state which takes 
part in the coercive and exploitative process of capitalism and world 
economy and whose leitmotif is earning profit from the competitive 
capitalist market cannot be a socialist state. 

Let me quote a policy statement of the Soviet Union, issued in 
1938, on the objects of exports and imports. It said: 

“…. Imports into the U.S.S.R. are planned so as to aid in quickly 
freeing the nation from imports…. 

“… In the execution of the plan for socialist industrialisation, it is 
necessary to import most finished equipments and newest machines 
for the construction of ‘giants’ for the organisation of our own pro-
duction of these very machines to secure our economic technical in-
dependence from capitalist nations.. 

“The basic task of Soviet exports is to earn foreign exchange re-
serves of the country. The U.S.S.R. exports its goods only in order to 
pay for comparatively small quantities of imported goods, which are 
necessary for the speedy execution of national economic plan, there-
fore the dynamics of quantity of exports is defined by the plan which 
is constructed with the planned volume of imports.” (D. D. Mishustin. 
ed. Vneshniaia Torgovlia Sovietskogo Souza, U.S.S.R., Moscow, 
1938, p. 9). 

It logically follows from the above policy statement that the 
U.S.S.R. throughout the whole period of Marxian socialism and Sta-
lin, up to his death, stressed for a balanced trade with much limited 



4 

quantities of exports and imports. The trade proved to be much less 
commercial in nature, since it did not exploit foreign trade for “prof-
its”. Thus, little did the question of importing or exporting capital 
arise in the Soviet economy. 

This was the Soviet economic policy during socialism in one 
country in relation to the world economy. Form this you can very 
well judge that the superiority of the socialist economy was not the 
superiority in commercial and trade competition in the world market. 
It was a political, economic and moral superiority of the socialist eco-
nomic system over the capitalist economic system on the question of 
exploitation of man by man. 

2. Socialism in Several Countries 

The emergence of Peoples’ Democracies in several countries ne-
cessitated their mutual co-operation on the economic field so that the 
socialist camp as a whole would be strengthened. Of course, that did 
not mean any change in the independent economic policy of the Sovi-
et Union – the policy of non-integration with the coercive and exploi-
tative process of the imperialist dominated world economy. 

In order to determine Soviet economic policy towards the coun-
tries of Peoples’ Democracies, a conference of delegates from the 
countries of Peoples’ Democracies of Eastern Europe and the Soviet 
Union was held on January, 1949 and a Council for Mutual Economic 
Assistance or CMEA was formed. 

It was found in that conference that the member countries of 
CMEA differed greatly as to their levels of industrialisation. In a cer-
tain sense, only in a certain sense, the economic relations between the 
national republics of the U.S.S.R. were a prototype. The border lands 
and colonies of Tsarist Russia, which before the revolution were 
backward in comparison with the central regions, had become power-
ful industrial-agrarian republics under socialism. It was the policy of 
socialist in content and national in form which was a guarantee to 
overcome the backwardness, to even out their levels of economic de-
velopment and to reach the most advanced level, with enormous 
growth of the productive forces. Only this policy did inspire the trust 
and confidence for voluntary and conscious co-operation on the basis 
of equality. 

So, the principal tasks of the CMEA countries were directed to-
wards evening out of the crying disproportions of the countries of the 
socialist camp. 
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The main achievements of CMEA during the period of 1949-
1953 were: 

(1) The conclusion of long term bi-lateral trade agreements, 
which was approved at the second session of CMEA in August, 1949. 

(2) The provision of technical documents free of charge and the 
exchange of technical-scientific personnel between the member coun-
tries, so that experience would be exchanged, these countries would 
benefit from one another and the most backward ones would be 
helped to industrialise and develop their economics. 

(3) The trade and economic exchanges between any two member 
countries were carried out NOT ON THE BASIS OF WORLD 
PRICES, but on the basis of an estimated price reached after exten-
sive analysis. 

(4) CMEA member countries refused co-operation with ‘Marshal 
Aid’ and agreed not to integrate into the coercive and exploitative 
process of the imperialist dominated world market. 

As a result of this policy the volume of industrial production in 
1954 as against 1938 (pre-war) increased as follows: Poland – 4.6 
times; Czechoslovakia – 2.3 times; Rumania – 4.7 times; G.D.R. – 
nearly 2 times (against 1939); Bulgaria – 4.9 times and Hungary – 3.5 
times (against 1939). 

Due to the blockade and non co-operation of the world economy 
a parallel world socialist market was then, a fact. We are not sure 
what would have happened had Stalin been alive. Stalin died in 
March, 1953. 

You have seen that the superiority of the socialist economy was 
not the superiority in trade competition in the world market, it was a 
political, economic and moral superiority of the socialist economic 
system over the capitalist economic system. Even in the 1930s when 
the capitalist world was submerged in a deep crisis, the Soviet Union 
went ahead with its five year plan without any crisis and had already 
solved the problem of the reserve army of the unemployed. That in 
the 1930s the Soviet economic policy did demonstrate its superiority 
over capitalist economy was proved by several examples: 

You know why and how Keynes hurried to amend and repair the 
bourgeois economic theory of automatic equilibrium of demand and 
supply, which Marx criticised in his Capital long, long ago. Keynes 
had to admit that state intervention in the management of economy 
was necessary. You know how and why the theory of ‘Mixed econo-
my’ of the bourgeoisie became the order of the day. You know that 
the tremendous influence of the success of the five year plans of the 
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Soviet Union, how the solid camp of the bourgeois-economists was 
disintegrated and disarrayed and various schools, viz. Keynesian, 
Robinsonian and Sweezy-Baran etc. emerged with some tinge of 
Marxian economy. Lenin said: 

“In the last analysis, productivity of labour is the most important, 
the principal thing for the victory of the new social system. Com-
munism is the higher productivity of labour – compared with that 
existing under capitalism – of voluntary, class conscious and united 
workers employing advanced technique”. (C.W. Vol. 29, p. 427). 

Even bourgeois economists could not deny the relatively high 
rate of growth of labour productivity in the Soviet Union during the 
period of Stalin and Marxian socialism. Between 1930 and 1940 the 
average rate of growth of the gross industrial output of the Soviet Un-
ion was 16%. Whereas, during the period of industrialisation in the 
U.S.A. between 1870 and 1880, the average yearly rate of growth of 
manufacturing industry was 7% only. 

The growth rate of labour productivity was also higher in the 
U.S.S.R. In the U.S.A. labour productivity was 113% higher in 1949 
than 1939, while, in the U.S.S.R. it was 137% higher in 1950 than in 
1940 and 144% higher in 1953 than in 1950. 

What then? Marxian socialism and Stalin are not to be blamed for 
the collapse. Marxism Socialism and Stalin left the Soviet Union to-
gether with the Peoples’ Democracies a great world power and victor 
over fascism. In Stalin’s time industrialisation of the country and the 
collectivisation of agriculture were carried out, and a true multina-
tional family of the Soviet family of the Soviet peoples were created. 
Marxian socialism and Stalin awakened the Soviet Union, pulled it 
out of poverty and hunger and made it an advanced country in all di-
rections and thus awakened the world. The world people, together 
with the Soviet people have a vivid and indelible recollection of that 
period when there was neither unemployment or inflation nor crisis or 
social differentiation. 

So, the canard of collapse of socialism is a Goebblesian lie from 
interested quarters, who are bent on re-writing history completely 
erasing the period of market socialism in the Soviet Union and East-
ern Europe from the pages of history. 

Let us now, pass to economic policy of market socialism and its 
collapse. 
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3. Economic Policy of Market Socialism 

What is Market Socialism and what are its differences and simi-
larities with Marxian socialism? From the ideo-political and econom-
ic standpoint, the theory the Market Socialism and its various vari-
ants, from the times of Proudhon and Dühring, is an open negation of 
the dictatorship of the proletariat and its role in the management of 
economy, a negation of socialist ownership over the means of produc-
tion and the planning of the socialist economy. 

In their ‘socialism’ elements of private ownership, market free-
dom and competition in trade and commerce on the one hand, co-
exist with elements of social ownership and planning on the other. 
Their ‘socialism’ is a hybrid society and economy which is regulated 
and functions through the co-operation, conditioning and mutual 
complementing of both the elements of spontaneous distribution of 
labour sources and material values and the elements of state regula-
tion of reproduction process, of both the spontaneous operation of the 
market mechanism and direct state planning. 

These are the similarities and dissimilarities. It is an admixture of 
elements of capitalism and elements of socialism. 

The concept of Market Socialism in its fullest form was worked 
out and implemented in practice, with the so-called reforms in the 
countries where the modern revisionists came to power. This concept 
lies at the basis of entire retrogressive process of complete restoration 
of capitalism and the integration of the economy into the system of 
world capitalist economy, which took place in the Soviet Union im-
mediately after the death of Stalin. 

The usurpation of the dictatorship of the proletariat by the market 
socialists may appear “sudden” to someone, but it was a long drawn 
struggle inside the CPSU. In the 30 years between the death of Lenin 
and the death of Stalin, revisionism in the CPSU went through three 
definite phases of development : Trotskyism in the mid twenties; Bu-
kharinism in the late twenties and the development that ultimate took 
the form of Khruschovism. The eminent representative of the latter in 
Stalin’s life time was N. Voznesensky. 

In the struggle against Trotskyism, the issue of market socialism 
was not central. Trotsky, however, belonged to the ranks of the mar-
ket socialists. He joined them with his pamphlet “Soviet Economy in 
Danger” (1933), in which he made categorical statement that “Eco-
nomic accounting is unthinkable without market relations”. 
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Market socialism was an issue in the struggle against Bukharin. 
Bukharin and his cohorts were for the free development of capitalist 
elements both in the city and in the countryside, for the free market as 
a regulator of the economy and against socialist industrialisation and 
collectivisation. 

In 1948, N. Voznesensky, the chairman of the state planning 
commission and member of the Politbureau of the Central Committee 
of the CPSU, published his “War Economy of the USSR” where he 
stated that: 

“The commodity in socialist society is free of conflict between 
the value and use-value so characteristic of commodity capitalist so-
ciety where it springs from private ownership of the means of produc-
tion”. (P. 97) 

“The law of value has been transformed in Soviet Economy” (p. 
116), etc. He was for increasing the role of the law of value in the 
Soviet Economy whereas the problem on the agenda was progressive 
restriction of the sphere of the role of the law of value. 

Voznesensky instituted an “economic reform” in Leningrad area 
designed to bring industrial production increasingly within the mar-
ket. 

In July 1950, the market socialists suffered a setback when Voz-
nesensky was arrested and executed. But in 1953 after the death of 
Stalin, the market socialists once again raised their heads and man-
aged to consolidate their position. 

This is a history of the usurpation of Marxian socialism and the 
dictatorship of the proletariat. Marx pointed out in his Capital (Vol.-
1) that commodity is the basic economic cell of bourgeois society. 
And since Khruschovite revisionists took the course towards this so-
ciety and restored capitalism in the Soviet Union, they had to work 
out a ‘theory’ of the category of commodity which enabled them to 
get rid of all limitations which prevented the free and broad operation 
of the market in the Soviet economy. In the first place, they had to 
reject the Marxist-Leninist thesis on the restricted character of com-
modity production in socialism and to extend commodity production 
to all the products of labour. So, they had to include the means of 
production, the whole economic circulation of the country in the cat-
egory of commodity. And this was done in order to realise their aim, 
for as Marx has written: “The commodity form of product of labour 
or the value form of commodity is the form of economic cell of the 
bourgeois society”. 



9 

Acceptance of this ‘conclusion’ that commodity production in 
socialism extends both to the sphere of production of consumption 
goods and to the sphere of production of the means of production 
would eventually lead, as it really did, to the other conclusion that the 
law of value operated directly in the sphere of production as well. The 
law of value is bound to operate without limitation whenever there is 
unrestricted commodity production. 

Acceptance of the thesis on the unlimited operation, outside any 
control, of the law of value, willy-nilly leads, as it really led, to ac-
ceptance of the other thesis on the role of law of value as a regulator 
of socialist production. The unlimited operation of the law of value in 
socialism, leads, in this manner, and actually led, to restriction of the 
sphere of operation of the law of planned, proportionately developed 
economy. 

As a result, instead of production for the fulfilling the growing 
needs of the working people, production in the countries of market 
socialism had profit as its only motive like those of capitalist coun-
tries. 

What is the fundamental difference between the planned econo-
my of Marxian socialism and market socialism? 

Industrial production takes place in a complex of factories. If 
production in the various factories is determined by a national plan of 
production, and, if the whole of complex of factories is directly allo-
cated among various demands on it, then the production process – 
though it is physically broken up into various factories is NOT, from 
a social view point, private. But, if the various factories themselves 
decide what to produce, and if the total products of all factories are 
allocated among the various demands on it (among the various facto-
ries and its individual consumers) through the medium of market, 
then, from the social viewpoint, the production process is fragmented 
into private producers. The private character of production does not, 
in the least, depend on a little deed which formally vests the owner-
ship of each factory in some individual. 

If we judge from the above view point, what were the relations 
between the factory and factory after the New Economic Reform in 
the Soviet Union by the market socialists? Was it private or socialised 
let us see. 

“Everything they produce, they sell either to other enterprises or 
to the population. The money thus received covers not only produc-
tion costs, but ensures a certain margin of profit. The profit goes to 
finance the needs of enterprise itself and part of it goes to the state 



10 

budget.” (V. Dayachenko: “Econometry, the Market and Planning”; 
Novosti Press Agency Publishing House; Moscow; 1971). 

The above quotation besides stating the private character of the 
factory, states also that the profit is earned enterprise wise and it goes 
to the needs of a particular enterprise. The enterprise profit does not 
and cannot represent allocation of total social profit of the total so-
cially necessary labour. Hence, it is not social profit of a socialist so-
ciety but profit of the individual enterprise, like that of capitalist prof-
it. 

“Under the new economic system of economic management and 
planning each enterprise itself negotiates with its trading partners as 
the size and terms of deliveries of the goods, it manufactures and con-
sumes”. (Ibid; P-87) 

It means the production process is private. 
Herein lies the difference between Marxian socialism and market 

socialism. And we should not present the problem of market social-
ism as a problem of Marxian socialism. 

This mush so far as the internal economy of Market socialism of 
the Soviet Union was concerned. Let us pass on to its international 
relations. 

Stalin died in 1953. in 1954 U.S.S.R. put emphasis on the foreign 
trade sector. The official Political Economy published in 1954 stated: 

“Foreign trade under socialism is used for the fuller satisfaction 
of the growing needs of society. It serves as an additional resource 
base for the development of production and improvement of the sup-
ply of the population with the objects of consumption”. 

This is an outright rejection of the policy of Marxian socialism 
pursued by Stalin and leads to integration of the Soviet economy into 
the coercive and exploitative process of the world economy. 

N. N. Inozemtsev, Director of the Institute of world economy and 
International Relations of the U.S.S.R. Academy of Sciences, in his 
article entitled “Socialism and International Co-operation”, concluded 
that the U.S.S.R. would gain “from developing external economic ties 
in general and with the capitalist countries in particular” (Pravda, 
Moscow; 16 May, 1973). 

The Soviet Union concluded trade and economic co-operation 
treaties with the U.S.A. in October, 1972 and with Federal Republic 
of Germany in May 1973. 

All this means a free entry of the imperialist capital in the 
U.S.S.R. against which the brave and valiant workers of the Soviet 
Union had fought tooth and nail. 
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Have you ever thought why such stress was laid on foreign eco-
nomic relations in a socialist country which had a glorious and histor-
ic development by depending on domestic resources, internal innova-
tion, home market and which refused to avail of the Marshal Aid even 
after the great devastation it suffered during the second world war? 

This is because the Soviet Union was no longer a socialist coun-
try, because it was a country of market socialism. 

Let us now pass to U.S.S.R.’s economic relations with the COM-
ECON countries and developing countries. 

“In no way whatever does the socialist international division of 
labour imply autarky on the side of socialist camp.. The more devel-
oped the socialist division of labour, the greater the opportunities for 
exchange between two systems…. 

“The fact that world prices are used as the first basis for price 
formation on the socialist would market indicates that the socialist 
and capitalist market are part of a single world market”. (World 
Marxist Review”; The International division of labour; December, 
1958.) It has always been held by Marxists that socialism would abol-
ish the accursed division of labour. Marx said: 

“With the division of labour in which all these contradictions are 
implicit… is given simultaneously the distribution and indeed, une-
qual distribution, both quantitative and qualitative of labour and its 
product, hence property. the division of labour implies the possibility, 
nay, the fact, that intellectual and material activity – enjoyment and 
labour, production and consumption – devolve on different individu-
als and that the only possibility of their not coming into contradiction 
lies in the negation in its turn of the division of labour”. (German Ide-
ology) 

While Marx said that in order to end the contradictions inherent 
in the division of labour it was necessary to negate the division of 
labour itself, the market socialists say “the more developed the social-
ist division of labour, the greater the opportunities for exchange be-
tween the two systems”. Not only that. That market socialist “theory” 
further says that the “socialist international division of labour” “frees 
the division of labour from the antagonistic from” (“World Marxist 
review”, ibid). 

This is the difference between Marxian and market socialism. 
And what are the world prices which were “used as the first basis 

for price formation” by the market socialists? 
According to Marxist economics, world prices pattern puts only 

developed countries in a position of exploiting less developed ones. 
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The totality of exchange relations between a developed country, 
which exchange manufactured goods and a backward country, which 
exchange primary products, has been organized by the imperialists in 
such a way as to work systematically to the disadvantage of the 
backward country and to the advantage of the developed country. The 
difference in the level of productivity between two types of countries 
– less productive and less skilled on the part of backward country and 
more skilled and more productive on the part of developed country is 
a fact. As a result, more labour of the backward country is exchanged 
with less labour of developed country. This is what is called “unequal 
exchange”. It is an unequal exchange between the developed and 
backward country by which the capitalist class (and the market social-
ists) of the developed country gains at the expense of the people of 
the backward territory, even if it is sold cheaper by one of the devel-
oped countries than another developed country. It is capitalist exploi-
tation, pure and simple. 

Marx drew the attention to such unequal exchange: 
“Capitals invested in foreign trade are in a position to yield a 

higher rate of profit, because, in the first place, they come in competi-
tion with commodities produced in other countries with lesser facili-
ties of production so that an advanced country is enabled to sell its 
goods above their value even when it sells cheaper than the compet-
ing countries”. (Capital. Vol. 3) The market socialists of the Soviet 
Union, rejecting and repudiating the Marxian socialist economic poli-
cy of non-involvement and non-integration into the coercive and ex-
ploitative process of world market and following the capitalist inter-
national labour based on imperialist world market prices as the first 
basis for the price formation was gaining at the expense of COME-
CON and backward countries of Asia, Africa and Latin America capi-
talistically competing with the imperialist competitors. 

Thus, the Soviet Union lost its socialist character. 
Who, then, is to be blamed for the collapse? 
The blame lies squarely with all those revisionist leaders who 

have led the Soviet Union over these 40 years since the death of Sta-
lin, the blame lies with the renunciation of socialism and Marxism-
Leninism, and the restoration of capitalism, which were initiated by 
Khruschov at the notorious 20th Congress of the C.P.S.U. 

No, Socialism did not collapse, what collapsed was market 
socialism. 


