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State-Capitalism and Socialist Revolution .̂ TADA™ 

(Ed. Note: We present here two views on state-
capitalism. One is a chapter of a book, STATE 
CAPITALISM AND REVOLUTION, by Japanese 
Marxist Tadayuki Tsushima. Except for the exclu­
sion of a single paragraph referring to a Japanese 

. group unknown in the U.S., the text is exactly as 
written. A few quotations were shortened, but these 
are from works the reader can refer to easily. 

The other view was written especially for this 
issue by Raya Dunayevskaya, who was the first, in 
1941, to develop the theory of state-capitalism, y 

I. Introduction 
During the First World War Lenin said: 
"The socialist revolution may break out not only 

in consequence of a great strike, a street demonstra­
tion, a hunger riot, a mutiny in the forces, or a 
colonial rebellion, but also in consequence of any 
political crisis, like the Dreyfus affair, the Zabern 
incident, or in connection with a referendum on 
the secession of an oppressed nation, etc." (1) 

The above statement by Lenin deals with lighting 
the fuse of a revolution. When a revolution breaks 
out, there surely is a general revolutionary situation 
which paves the way for the revolution. As to the 
revolutionary situation, what Lenin wrote in his 
"Downfall of the Second International" (1915) is 
well-known to us: 

"A Marxist cannot have any doubt that a revolu­
tion is impossible without a revolutionary situation; 
furthermore, not every revolutionary situation leads 
to a revolution. What, generally speaking, are the 
symptoms of a revolutionary situation? . . . (1) when 
it is impossible for the ruling classes to maintain 
their rule in an unchanged form; when there is a 
crisis . . . which causes fissures, through which the 
discontent and indignation of the oppressed classes 

> burst forth. Usually, for a revolution to break out, it 
is not enough for the 'lower classes to refuse' to live 

; in the old way; it is necessary also that the 'upper 
classes should be unable' to live in the old way; (2) 
when the want and suffering of the oppressed 
classes have become more acute than usual; (3) 
when, as a consequence of the above causes, there is 
a considerable increase in the activity of the 
masses . . . 

(1) Lenin, Collected Works, Vol. XIX, p . 49. 

" . . . Revolutions arise only out of such a situa­
tion when, to the above-mentioned objective changes, 
a subjective change is added, namely, the ability of 
the revolutionary class to carry out revolutionary 
mass actions strong enough to break (or undermine) 
the old government, which never, not even in a period 
of crisis, 'falls,' if it is not 'dropped.'" (2) 

In short, a revolution is improbable without a full-
scale crisis which envelops a whole nation (both 
the exploiters and the exploited). A revolution can 
occur only when some, subjective conditions are fused 
into the objective circumstances. 

Traditionally, Marxists have usually presupposed 
that some wartime situations or some economic 
crises would create such revolutionary situations 
(severe national crises). I wonder, however, if we 
should still consider the problem of a revolution or 
a revolutionary situation in such a traditional way 
of thinking. I believe that the traditional presupposi­
tion should be reexamined. Here I will present my 
opinion about this problem for the purpose of invit­
ing active discussion. 

II. Can an Economic Crisis 
Still Be A Leverage For 
Political Revolution? 

A well-known formula of historical materialism 
states: 

"At a certain stage of their development, the 
material productive forces of society come in con­
flict with the existing relations of production, or 
with the property relations within which they have 
been at work hitherto. From forms of development 
of the productive forces these relations turn into 
their fetters. Then begins an epoch of social revolu­
tion." 

On the basis of this formula Trotsky said (in his 
well-known speech entitled "School of Revolutionary 
Strategy") before a meeting of Communists in Mos­
cow which was held just after the Third Congress 
of the Comintern: 

"If the further development of productive forces 
was conceivable within the framework of bourgeois 
society, then revolution would generally be irtipos-

(2) Lenin, Selected Works, Vol. V, p . 174. 
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sible. But since the further development of produc­
tive forces within the framework of a bourgeois 
society is inconceivable the basic premise for the 
revolution is given." (3) 

In his Theories of Surplus Value (Vol. II, 
Part 2), Marx wrote: "All contradictions in bourgeois 
production will be expressed concentratedly in a 
general crisis of the world market." 

According to him, periodic economic crises which 
become sharper and deeper each time they recur 
are the concentrated expressions of such fundamen­
tal contradictions (the conflicts between productive 
forces and productive relations), the warnings which 
suggest the coming of the periods of social revolu­
tions, the stimulants which encourage the working 
class to social revolutions and the elements which 
serve as media for social revolutions. In his Anti-
Duhring, Engels likewise admitted the role of eco­
nomic crises "as crises of this mode of production 
itself, as means of compelling the social revolution." 
(Moscow edition, p. 396). On January 25th, 1882, 
he wrote to Bernstein: 

"An economic crisis is one of the most power­
ful levers for a political revolution. This was already 
admitted in Communist Manifesto and ' explained 
more in detail in articles of Neue Rheinlsche Zei-
tung, up to and including 1848." (4.) They went into 
details also about the fact that a revival of prosperity 
would defeat the revolution and help the reac­
tion. 

_ / ^ N ECONOMIC crisis does not automatically bring 
a revolution. However, it does certainly draw 

nearer a crisis of a whole nation, gives the working 
class an impetus to the revolution and, generally 
speaking, prepares a favorable situation for revolu­
tionary movements. Trotsky stated, "There are no 
crises in which capitalism automatically dies. Eco­
nomic cycles only create favorable or unfavorable 
conditions for the proletariat to overthrow capital­
ism." In this statement, Trotsky also admitted that 
an economic crisis is favorable for a revolution and 
a boom is unfavorable. 

(Continued on Page 2). 

(3) Trotsky, The First Five Years of the Communist In­
ternational, Vol. II, p . 6. 

(4) K. Marx, F. Engels, Briefe uoer Das Kapital. 

State-Capitalism and Marx's Humanism, or Philosophy and Revolution 
by Raya Dunayevskaya, 

author of MARXISM and FREEDOM 

I. The New Vantage Point 
The state-Sapitalism at issue is not the one 

theoretically envisaged by Karl Marx in 1867-1883 
as the logical conclusion to the development of 
English competitive capitalism. It is true that "the 
law of motion" of capitalist society was discerned 
and profoundly analyzed by Marx. Of necessity, how­
ever, the actual results of the projected ultimate 
development to concentration and centralization of 
capital differed sweepingly from the abstract con­
cept of the centralization of capital "in the hands of 
one single capitalist, or in those of one single corp­
oration." (1) Where Marx's own study cannot sub­
stitute for an analysis of existing state-capitalism, 
the debates around the question by his adherents 
can hardly do so, even where these have been up­
dated to the end of the 1920's. For us, in the mid-
1960's, to turn to these disputes for any other than 
methodological purposes, appears to this writer 
altogether futile. 

The state-capitalism that is in need of analysis 
is not the one that feebly emerged and died during 
the first world war, but the one which emerged on 
a world scale in myriad forms during the world 
Depression and survived World War II. Presently 
it has the appearance of affluence in the industrially 
advanced countries and that of near-starvation in 
the technologically underdeveloped countries in Asia, 
Africa, the Middle East and Latin America. The fact 
that within each affluent country there are the un­
skilled laborers and the national minorities who re­
main the ill-paid, ill-clad, ill-fed and ill-housed, 
seems to be of less significance to many Marxist 

theoreticians than the more startling fact that, no 
matter how the Depression had undermined private 
capitalism which disgorged both Nazism and the 
"New Deal," the full statification of production took 
place in what had ^been a workers' state: Soviet 
Russia. 

By the end of World War II the State Party Plan 
had characterized not only Russia and its East 
European satellites, but also China where Commun­
ism had achieved power on its own. Moreover, it 
was achieved via an altogether new road — the 
result of a protracted guerrila war that outflanked 

(2) The Report on the Draft Constitution of the People 's 
Republic of China, on September 15, 1954, reads: "The t ran­
sitional form for the socialist t ransformation of industry 
and commerce is state capitalism. In the historical circum­
stances of China we can carry out the gradual transforma­
tion of capitalist Industry and commerce through various 
forms of state capitalism. State capitalism under the con­
trol of a state led by the working class is different in 
na ture from state capitalism under bourgeois ru le ." (Docu­
ments of the First Session of the Firs t National People's 
Congress of the People's Republic of China, p . 35. Foreign 
Language Press, Peking, 1955). Even on the eve of the so-
called Great Leap Forward, the Eighth National Congress 
of the Chinese Communist Party—the only t ime a congress 
of the CCP had been convened since 1945, four years before 
conquest of power in 1949, and none has been convened 
since—was so far from anticipating the overnight establish­
ment of "socialism" tha t the main report held that "in our 
country the allies of the working class consist not only of 
the peasantry and the urban petty bourgeosie, but also the 
nat ional borgeoisie." (Eighth National Congress of the Com­
munist Par ty of China, Vol. I, Documents, p . 19, Peking. 

(1) K. Marx, Capital, Vol. I, p . 
eago, 1932). 

(Chas. H. Kerr, Chi-

I Season's (greetings j 
| ^Jo all our friends ana readers § 

the cities. What seems to be little known is that up 
to the so-called Great Leap Forward in 1957, Mao's 
China referred to itself as "state-capitalist." (2) It 
is true that its use of the term was not in the sense 

of a new stage of world production, but in the sense 
of something "Communism" could set "limits to." 

Even those who either do not accept the theory 
of state-capitalism, or say that it does not apply to 
Ttussia, Eastern Europe or China, face one and the 
same problem: Has the new stage of production, by 
whatever name, proven its viability? That is to say, 
has it found the means whereby to overcome the 
catastrophic economic crises that were supposed 
to have caused capitalism's collapse? Is it possible 
to "liberate" the productive forces for limitless 
production without releasing the proletariat from 
wage-slavery and thereby achieving a totally new 
kind, a greater kind of energy from the liberated 
proletariat? 

Many there are who think the answer is: Yes. 
Moreover, these same theoreticians would call that 
science "neutral" and even "magical" which ush­
ered in both the nuclear age and Automation. After 
all, Automation had succeeded in achieving a phen­
omenal rise in labor productivity through the appli­
cation of ever greater amounts of constant capital 
(machinery) at the expense of ever less numbers 
(relatively) of workers. And since every one, re­
gardless of class, fears that a nuclear holocaust 
would spell the end of civilization as we have known 
it, modern capitalism is also supposed to have 
learned to stop short of nuclear war, thus barring 
the only other avenue open to social revolution — 
the transformation of an imperialist war into a civil 
war. Those who pose such questions, as well as 
those who fear such answers, seem not to have asked 
themselves, why had these questions not been 
raised directly after World War II when both Europe 

(Continued on Page 5) 
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State-Capitalism and Socialist Revolution 
(Continued from Page 1) 

However, "the economic conjuncture and the 
characters of class struggles are not always mechan­
ically dependent on each other, but are related in 
complicated, dialectical ways." Sometimes, it is pos­
sible that a crisis is disadvantageous for the class 
struggle and a boom is advantageous to it, unless the 
boom lasts over a prolonged period. As Trotsky em­
phasized many times, when the working glass has 
been defeated heavily in a struggle preceding an 
economic crisis, a prolonged crisis would cause a 
stagnation of workers' movements, and a boom would 
make them revive. Here I will remind my readers 
of another statement by Trotsky which should be 
remembered by every one. In his long speech, en­
titled "The World Economic Crisis and the New 
Tasks of the Communist International," he stated: 

"The reciprocal relation between boom and crisis 
in economy and the development of revolution is of 
great interest to us not only from the point of theory 
but, above all, practically. Many of you will recall 

v that Marx and Engels wrote in 1851—when the 
boom was at its peak—that it was necessary at thai 
time to recognize that the Revolution of 1848 had 
terminated, or, at any rate, had been interrupted 

. until the next crisis. Engels wrote that while the 
crisis of 1847 was the mother of revolution, the 
boom of 1848-51 was the mother of triumphant coun­
ter-revolution. It would, however, be very one-sided 
and utterly false to interpret these judgements in 
the sense that a crisis invariably engenders revolu­
tionary action while a boom, on the contrary, pacifies 
the working class. The Revolution of 1848 was not 
born out of the crisis. The latter merely provided the 
last impetus . . . 

" . . . In general, there is no automatic depend­
ence of the proletarian revolutionary movement upon 
a crisis. There is only a dialectical interaction. It is 
essential to understand this . . . And should we 
today in the period o ' the greatest exhaustion of 
the working class resulting from the crisis and the 
continual„struggle, fail to gain victory, which is pos­
sible, then a change in the conjuncture and a rise 
in living standard would not have a harmful effect 
upon the revolution, but would be on the contrary 
highly propitious. Such a change could prove harm­
ful only in the event that the favorable conjuncture 
marked the beginning of a long epoch of prosper­
ity . . ." (5) 

I agree with Trotsky. Of course, Trotsky, as a 
' Marxist, didn't deny the general advantage of crisis. 

For instance, in 1928 he said: 
"If the main source of the revolutionary situa­

tion in the past ten years has been the direct conse­
quence of the imperialist war, the most important 
source of revolutionary uprisings in the second 
decade following the First World War will be the 
relation between Europe and America. A major 
crisis in the United States will strike the tocsin for 

- new wars and revolutions. We repeat: there will 
be no lack of revolutionary situations." (6) , 

J_ HERE ARE, however, various types of economic 
crises. The especially important crisis is that 

which arises in the rising, not declining period of 
capitalism. Such a crisis can be "one of powerful 
levers in creating a political revolution." 

He used still another expression when he de­
scribed that in the rising period of the basic curve 
"a boom overcomes an economic crisis" and in the 
declining period of the curve "a crisis overcomes a 
boom." This view was repeated in 1935, after he had 
fled from his own country: 

"Under the domination of industrial capital, in 
the era of free competition, the cyclical booms ex­
ceeded by far the crises: the first were the 'rule,' 
the second the 'exception.' Capitalism in its entirety 
was advancing. Since the war, with the domination 
of monopoly finance-capital, the cyclical crises far 
exceed the upswings. We may say that the crises 
have become the 'rule' and the booms the 'excep­
tions'; economic development in its entirety has 
been going down and not up." (7) 

According to Trotsky, the year of 1913 was the 
turning point when capitalism in Europe entered a 
descending period—an era in which crises surpassed 
booms. (This statement should not be applied in the 
case of American capitalism. It is generally agreed 
that the turning point of American capitalism was 
the period of the big World Crisis between 1929 
and 1933.) 

This view was held not only by Trotsky but also 
by the Comintern itself—at least the Comintern of 
the Lenin and Trotsky era. The whole system of 
Comintern's strategies and tactics was established 
on the basis of this view. It was probably right, or 
appeared to be so, at the time. 

Can we still base pur strategies and tactics on 
this view? Frankly speaking, I believe that we should 
correct our view on this point. According to my 
opinion, the concept of "an economic crisis as one 
of the important levers of, a political revolution" 
is gradually losing its significance. 

I N THE present day world capitalism, which is 
called,state monopoly capitalism or state-capital­

ism, and which has survived the big world crisis of 
1929-1932 and the Second World War, the basic 

(R) Leon Trotsky, The Firs t Five Years of the Communist 
International , Vol. I. p. 207, 209. 

(6) Trotsky. The Third International After Lenin, p . 10. 
(7) Leon Trotsky Whither France? p . 52. 

curve has been rising, and the cyclical curve also 
shows that the economic boom has been predominat­
ing over the crisis; instead of the opposite. 

First of all we must know the facts. The table 
shows the index of industrial production. It is a basic 
element in the basic curve. 

Looking at the table, I cannot say that the basic 
curve shows a downward trend. (We can exclude 
the war and the immediate post-war periods.) It is 
obvious that the basic curve has been going upward 
since World War II and especially so since the 
1950's. There is a significant difference between the 
indices after the two world wars. Let us take up the 
cyclical curve. There has been no noticeable cyclical 
crisis after the crisis of 1937-38. We can notice the 
recessions of 1948-49, 1953-54 and 1957-58 in the 
United States, but they are not of the character 
of crises. We could say that the economic conditions 
since World War II differ from those following 
World War I and that after the Second World War 
the economic prosperity has been outstripping the 
economic crisis. 

For those not convinced by my analysis thus far, 
I must here show the character of the big world 
crisis of 1929-33. In his Capitalism and Socialism 
on Trial, Fritz Sternberg has written as follows: -(8) 

"The tremendous depth of the crisis when it did 
come can be readily seen from the great fall in 
industrial production in all the leading countries 
with the exception of the Soviet Union. 

"These figures show that world industrial pro­
duction, not including the Soviet Union, declined be­
tween 1929 and 1932 to 63.8 per cent of its 1929 
level, or by more than one-third. The decline was 
greatest in the two leading industrial countries, the 
United States and Germany, where production was 
almost halved. 

] _ ^ | EVER IN THE history of capitalism had 
there been any remotely cc-mparable decline 

in production. The decline in world capitalist pro­
duction during the crisis was not only greater than 
it had ever been in history before, but it was even 
considerably greater than the decline in world pro­
duction during the course of the first world war. 
During the war European industrial production 
dropped by about a third, but non-European indus­
trial production actually increased, and to such an 
extent that the actual world decline as a result of 
the war was only about 10 per c e n t . . . 

"The decline Of world production as a whole as a 
result of the first world war was a good 10 per cent, 
but in the world economic crisis it was (outside the 
Soviet Union) no less than 36.2 per cent. In other 
words, the decline of world capitalist production in 
the crisis wag more than three times as great as the 
decline in production as a result of the first world 
war, or about as great as the decline in production in 
the European belligerent countries after four and a 
half years of the first world war. 

"The fact a|one that the decline of world capital-

(8) Fritz Sternberg, Capitalism and Socialism on Trial, 
p. 277-278. 

By Tadayuki Tsushima 

ist production during the crisis was three times as 
great as it had been as a result of the first world 
war, ought to be sufficient to explode the contention 
that the 1029 world economic crisis was quantitively 
not essentially different from the previous crises ex­
perienced by capitalism." 

For Marxists who believe that the contradiction 
between t i e forces of production and the relations 
of production is the main cause of social revolution, 
it is interesting to note that the loss of productivity 
that took'jplace during the 1929-32 crisis, and that 
which occurred during World War I among Western 
nations, are almost the same. Furthermore, the num-

. ber of the world's unemployed in 1929 was 10 mil­
lion, but ajfter 1929 it is estimated to have climbed 
so that by! 1932 it had tripled reaching between 30 
to 40 million. These figures speak for themselves on 
the severity of the crisis. Marx and Engels believed 
that as each economic crisis takes place it makes the 
next crisis more severe. The crisis of 1929-32 seemed 
to be the tj>est evidence of Marx's theory. According 
to V. Voytinsky, in Germany, each of six crises, be­
tween I860 and 1932, brought that.country's produc­
tion down only by 5 per cent; however, the world 
crisis of 1929-32 lowered it by no less than 46.7 per 
cent, lowering it down to the level of 1900. 

Never Had such a clear instance occurred as that 
of the would crisis of 1929-32, which demonstrated 
that "an economic crisis is one of the most powerful 
forces in causing political changes." However, a re­
volution requires, as Lenin pointed out, not only 
the objective conditions which are ripe for revolu­
tion, but the subjective conditions. The victory of 
the Stalin clique over the United Opposition group 
(Trotsky, Zinoviev and others) in the Russian Com­
munist Parity and in the Comintern after the death 
of Lenin allowed capitalism to survive and hindered 
the development of this crisis into revolution. As 
Trotsky criticized most severely, Stalinist theories 
of "social fascism" and of "people's front" are the 
shameful monuments in the history Of revolutionary 
movements ! (Incidentally, I consider the purging 
of the United Opposition and the Left Opposition 
groups and: the policy of "social fascism", which as­
sisted Hitler's victory, to be the two biggest crimes 
of Stalin. Therefore, I cannot accept, in any way, 
Khrushchev's criticism of Stalin which never men­
tions these two crimes.) 

w 
HY DOES THE economic boom prevail over 
the economic crisis? Why has no crisis oc­

curred since those of 1929-32 and 1937-38 and espe­
cially so after World War II? In his article, "Kokka 
Dokusen Sljiihonsfaugiron Note" (A note on State 
Capitalism), Ouchi Tsutomu>(Prof. of Tokyo Univ.) 
wrote: "Once state capitalism has been established, 
a crisis can be, eased, though it cannot be fully 
avoided. As we see after the war, the governments 
of many countries use the instruments which pre­
vent a crisis rather than waiting for it." (Keizai 
Hyoron, AqgUst, 1962) 

I cannot!entirely agree with Mr. Ouchi. However, 
I can point out some of,the ways by which a big THE INDICES OF INDUSTRIAL PRODUCTION (1) 

Year 

1937 (4) 
1938 
1939 
1940 
1941 
1942 
1943 
1944 
1945 
1946 ~ 
1947 
1948 
1949 
1950 
1951 
1952 
1953 
1954 
1955-
1956 
1957 
1958 
1959 
1960 

Average of 
the world (2) 

56 
52 
— 
— 

— 
— 

, 
61 
68 
73 
74 
84 
91 
93 
100 
101 
112 --
117 
121 
118 
130 
139 

Japan 

93 
96 
106 
111 
114 
111 
113 
115 
50 
22 
28 
36 
47 
57 
77 
83 
190 
108 
117 
144 
167 
168 
208 
262 

U.S.A. -

44 
34 
42 
49 
62 

- 76 
90 
89 
77 1 
65 

. , 72 
75 
71 
81 
89 
92 
100 
94 
106 
109 
110 
102 
116 
119 

Avg. of Western 
Europe (3) 

74 
72 
— 
— 

— 
— 
— 
51 

' 59 
70 
78 
86 
94 
95 
100 
109 
119 
125 
131 
133 
142 
155 

U.S.S.R. 

27 
30 
35 
38 

' 
, 

29 
36 
45 
55 
69 
80 
90 
100 
114 
128 
141 
156 
172 
193 
221 

NOTE: 
(1) In principle, mining, manufacturing, electric power and gas industries are included and the construction 

industry is excluded. 
(2) Eleven countries in the U.S.S.R.-Mao's China circle are excluded.! 
(3) In Western Europe nine countries — England, Western Germany,; France, Italy, Belgium, Holland, Den­

mark, Sweden and Norway-—are included. 
(4) Between the First and the Second World Wars the level of production was relatively high in the year of 

1929 or 1937. 
(Source) "World Economic Statistics" Division, the Bank of Japan, ;1960, p. 20, 

WORLD INDICES OF INDUSTRIAL PRODUCTION (1929 = 100) 

Year 

1930 
1931 
1932 

World 
(including 
U.S.S.R.) 

88.6 
79.1 
69.8 

World 
(excluding 
U.S.S.R.) 

86.5 
74.8 
63.8 

U.S.A. 

80.7 
68.1 
53.8 

Germany 

85.9 
67.6 
53.3 

France 

99.1 
86.1; 
71.6 

United 
Kingdom 

92.3 
83,8 
83.5 

Japan 

94.8 
91.6 
97.8 

Italy 

71.9 
77.6 

- 66.9 
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crisis is prevented from occurring. These are (1) 
strengthened control and improved techniques of 
control by the government, (2) technical innova­
tions, (3) expansion of military production, and (4) 
as pointed out by Engels, stronger resistance by the 
workers to their poor living conditions. At any rate, 
I can predict that a big crisis which could lead di­
rectly to a political revolution will not happen. 
Why? . 

"A permanent crisis does not exist,, but a periodic 
crisis does exist." (Marx, Theories of Surplus Value, 
Vol. II) Marx and Engels not only believed that 
periodic crises would occur, but that they would 
intensify with each occurrence. "How does the bour­
geoisie get over these crises? On the one hand, by 
enforced destruction of a mass of productive forces; 
on the other, by the conquest of new markets, and 
by the more thorough exploitation of the old ones. 
That is to say, by paving the way for more extensive 
and more destructive crises, and by diminishing the 
means whereby crises are prevented." 

This analysis, put forth in the Communist Mani­
festo, and throughout Capital, was expressed in Vol­
ume III of Capital by Engels. "Thus every element, 
which works against a repetition of the old crises, 
carries the germ of a far more tremendous future 
crisis in itself." Capital, Vol. Ill, Kerr edition, p. 
575). However, since the big crisis of 1929-33, capital­
ism has worked in the opposite direction; there has 
been a weakening, shrivelling and curtailing trend, 
rather than an expansion and intensification of crises. 
This is easily seen by examining the crises of 1929-33 
and of 1937-38 as against the recessions of 1949 ^nd 
1954. For the past 30 years this has been an historical 
fact. Marx and Engels predicted the recurrence of 
crises at five year intervals at the beginning of the 
19th Century, to be followed by crises at ten-year 
intervals. The, past thirty-year history has shown 
that, even with World War II occurring during this 
period, the interval has taken three times-longer 
than predicted. (Incidentally, Marx regarded that 
one cyclical period is not constant,-but rather short­
ened. Marx wrote this opinion in his letter to P. 
Lavron on June 18, 1875.) 

We have been taught by Marx why crises occur. 
He has maintained that there is no capitalism with­
out crises. This is true as far as industrial and mon­
opoly capitalism are concerned,x However, in the 
first stage of capitalism-—at the stage of manufac­
ture, there were no periodic crises in the modern 

, sense of the term. Only with the Industrial Revolu­
tion did periodic crises come into being. According 
to Engels, this has been true since the beginning of 
the 19th century. Uno Kozo (Prof, of Hosei Univ.) 
writes: "Let us look at the various stages. In the 
beginning, these same contradictions are found acci^ 
dentally in the process of circulation of capital. In 
the middle stage, however, crises make periodical 
appearances in the process of production. And at the 
last stage, depressions become gradually incurable. 
Thus, the principles of economic crisis don't appear 
directly. The most approximate presentation of prin­
ciples is seen in the second stage, however." (Marx­
ian Economics: A Study of Its Basic Theory.) Yet 
we cannot find any trend'toward the chronic de­
pression under state capitalism since World War II. 
(I follow the usage of terms "state capitalism" and 
"state monopoly capital" in the sense in which Lenin 
and the Comintern used them. Lenin and Comintern 
used those words in a single sense.) 

Nikolai Bukharin stated: "The production rela­
tions under state capitalism is a continuation of that 
of finance capitalism in its completed form, as it was 
envisaged theoretically and historically." (Bukharin, 
Economics of the Transition Period, Ch. 3) In his 
many articles written during and right after the first 
world war, Lenin pointed out that "at the beginning 
of the 20th century, world capitalism developed into 
monopoly capitalism or imperialism. Even during 
the war the concentration of finance capital devel­
oped further. Thus came state capitalism." (Lenin, 
Works, Russian Vol. 23, p. 261) His many writings 
regarding this matter are well known. The Declara­
tion of the Comintern (March 1919), written by 
Trotsky, also touched upon this subject: "The state-
ization of economic life, against which capitalist lib­
eralism used to protest so much, has become an 
accomplished fact. There is no turning back from 
this fact—it is impossible to return not only to free 
competition but even to the domination of trusts, 
syndicates, and other economic octopuses. Today 
the one and only issue is: Who shall henceforth be 
the bearer of state-ized production — the imperialist 
state or the state of the victorious proletariat?" (9) 

J [ HIS DECLARATION clearly separates the Idea 
of bourgeois nationalization from that of the 

proletariat. (In discussing Russia this will become an 
important point.) There is a great difference be­
tween the type of state-capitalism just discussed and 
that which survived the 1929 crisis and World War 
II. The latter is a full scale and advanced stage. In 
view of the basic and cyclical curves of development 
which I have already pointed out, this can no longer 
be denied. 

Originally, development toward state-capitalism 
was not just a natural product of monopoly, but a 
product of critical situations of capitalism, such as 
wars, crises, class struggles, etc. The theory of 
natural development of capitalism is Bukharin's 
view. It has already been well criticized by P. La-
pinski (The Crisis of Capitalism and Social-Fascism, 
Part II, eh: 5, Moscow 1930). It seems to me that 

(9) Trotsky, The First Five Years of the Communist In­
ternational, Vol. I, p. 2S. 

there are various types of state-capitalism, depend­
ing on the degree of capitalist developments and the 
differences of the crucial situations which were the 
direct causes of the state-capitalism, (Incidentally, 
I consider Stalinist Russia to be a bureaucratic 
state-capitalist country. In this context, the failure 
of the October Revolution appears as a Thermidorian 
phenomenon. History cannot be fully understood by 
a formula.) 

The Thesis, "The International Situation and the 
Tasks of the Communist International" (August 29, 
1929), which was drafted by Bukharin and revised 
by the Stalin clique for the Sixth Congress of Com­
intern and was thus the result of their struggles and 
compromises, nevertheless mentioned the tendency 
toward state-capitalism (J. Degras, C.I. Document, 
Vol. 1). According to Bukharin, the state-capitalism 
of that period, distinguished from that of World War 
I, was "the second wave," and a higher and more 
normal stage of state capitalism. 

After the Sixth Congress, Bukharin lost out to the 
Stalin clique who attacked Bukharin's concept of 
state-capitalism by publishing Lenin's criticism on 
Bukharin's Economics of the Transition Period. We 
cannot deny that Bukharin's analysis of state-cap­
italism contains mistakes (I will deal with some of 
these later). However, I do not hesitate to say that 
his prediction had certain truth as far as the present 
stage of state-capitalism which survived the great 
crisis of 1929-32 as well as World War II are con­
cerned. 

As I have already mentioned, there was no peri­
odic crisis at the beginning, at the manufacture stage 
of capitalism. Is it not possible to say that, at the 
present highly-developed stage of state-capitalism, 
periodic crises have either weakened or disappeared 
for different reasons than at the beginning of capital-

, ism? 
Then, what is state-capitalism? 

According to Lenin, "The state capitalism that 
is discussed in all books on economics is that which 
exists under the capitalist system,: where the state 
brings under its direct control certain capitalist en­
terprises." (Lenin, Works, Russian, Vol. 33, p. 249) 
He also says, "The state-capitalism is to concentrate, 
to calculate, to control, and to socialize." (Lenin, 
ibid, Vol. 27, p. 262.) Furthermore Trotsky wrote 
that it is "one of the signs that the productive forces 
have outgrown capitalism and are bringing it to a 
partial self-negation and practice." (The Revolution 
Betrayed p. 232) This theory of partial negation of 
capitalism by state-capitalism is discussed by Tony 
Cliff in Chapter 5 of his work on Russia, which un­
dertakes an exhaustive study of the subject. 

Seemingly in correspondence with Engels' anal­
ysis, Cliff writes: "The partial negation of capital­
ism on the basis of capitalist relations of production 
means that the productive forces which develop in 
the bosom of the capitalist system so outgrow it, 
that the capitalist class is compelled to use 'socialist' 
measures, and manipulate them in their own inter­
ests . . . The productive forces are too strong for 
capitalism, and 'socialist' elements therefore enter 
into the economy (Engels called this "the invading 
socialist society'). But they are subordinated to the 
interests of the preservation of capitalism." (10) 

Engels calls this "the invading : (hereinbrechend) 
socialist society." I think it is a suitable expression. 
At any rate, I would suggest that the above cited 
analysis of state-capitalism .illuminates an analysis 
of economic crises. One must not lose sight of the 
fact, however, that this "socialistic" process is used 
only to the degree in which state-capitalism social­
izes production. As Engels expressed it, "State own­
ership of the productive forces is not the solution of 

' the conflict, but concealed within it are the technical 
conditions that form the elements of that solution." 
(11) 

J ^ A R L I E R I QUOTED a part of the Declaration 
of the First Congress of the Comintern, and 

warned that we must draw a division between bour­
geois and proletarian nationalization. In the latter 
case, the working class holds political power and the 
nationalized productive means, and, therefore, they 
transcend labor power as a commodity and the law 
of value. Bukharin also differentiated thisx clearly. 
(Economics of the Transition Period. Ch. 7). This 
differentiation is very important in terms of seeking 
a method to evaluate Stalin's incorrect view of 
"socialism in one country" (Contrary to Stalin, 
Lenin and Trotsky had concluded that "socialism in 
one country" is impossible). Cliff here uses an astute 
expression: "state-capitalism is a transition stage to 
socialism, this side of the socialist revolution, while 
a workers' state is a transition stage to socialism, the 
other side of socialist revolution." 

There may be some people who would question 
calling the NEP state-capitalism. And some Japanese 
Trotskyists hold some strange views, such as, "state-

-_eapitalism is the economy of a workers' state". Some­
one says "state-capitalism is a transitional phase of 
economy."' The answer is absolutely no. Lenin 
stressed that the state-capitalism of NEP was no 
ordinary state-capitalism, that in his view the NEP 
state-capitalism differs from what books conceived 
it to be. This is explained correctly by Trotsky in his 
report to the Fourth Congress of the Comintern, then 
approved by the Central Committee of the Party (It 
is my opinion that the "no ordinary state-capitalism" 
was completely changed by Stalin to the "ordinary 
state-capitalism"). 

(10) Tony Cliff, Russia, p. 112-13. 
(11) F. Engels. SociaUsm, Utopian and Scientific, p. «7. 

III. Is the Slogan "Turn the 
Imperialist War into 
Civil War" Still Valid? 

As we have shown in the previous section, the 
situations after the two world wars differ tremen­
dously from each other. We have already called at­
tention to the fact that the basic curve has been 
rising and that economic crises are weakening. 
Therefore, some may believe that the prosperous era 
of capitalism has come. It is-a fact which the Comin­
tern once strongly denied. A famous economist, N. 
Ossinsky, a leader of the "Democratic Centralist" 
group said that "state-capitalism saved capitalist 
nations with the active and conscious efforts in the 
sphere of production relations." (Premise for Social­
ist Revolution, 1918) ' , ' • -

It may therefore be correct to conclude that, 
after World War II, state-capitalism saved capital­
ism. Thus, it may appear that the basis for socialist 
revolution has vanished. 

Is this really true? Even if the development of 
world capitalism has progressed since the war, even 
if an economic boom has prevailed over an economic 
crisis, and even if the political significance of crises 
as impulses to revolutions has changed, is the ques­
tion really as simple as this? 

In order to answer this question, I will have re­
course to Bukharin's theory of state-capitalism. As 
far as I know, his theory was first developed during 
World War I, introduced in a magazine Communist, 
and later published as a book entitled World Econ­
omy and Imperialism, 1915. Later he wrote Econom 
ics of the Transition Period, 1920, Imperialism and 
Capital Accumulation, 1925, and many articles that 
appeared in the period between 1915 and 1929, in­
cluding of course the Program of the Comintern, 
1928. It is not my purpose here to analyze these sys­
tematically. For the purposes of this discussion, I 
need only quote certain portions of his writings. As 
previously stated, after Bukharin was removed from 
leadership in 1929, the Stalinists began their cam­
paign against him by having many economists attack 
his theory of state-capitalism. Those who obeyed 
Stalin's order were E. Varga, B. Bolilin, M. Joelson 
and P. Lapinski. Explaining Lenin's commentary on 
Bukharin's Economics of the Transition Period, Boli­
lin wrote: 

"Although it is not particularly necessary to 
prove the point of Bukharin's error in logic (the 
theory that war. and economic crises are the same) 
we can consider his present explanation that the 
entire confrontation of post-war capitalism is a con­
frontation among capitalist countries. This returns to 
the idea of external confrontations. Bukharin's error 
in logic is very closely related to these particular 

. ideas. The various confusing economic contradictions 
of the imperialistic period automatically are very im­
portant considerations. However they can all be 
summarized into one confrontation—that is to say, 
the war-like clashes among the various imperialistic 
countries. As a matter of fact and this is rather ob­
vious, imperialism, which automatically uses war to 
resolve economic crises, in effect does not resolve 
them. The crisis in imperialism becomes more and 
more intensified. If we recognize war as an inevitable 
attendent phenomenon under imperialism, that is-to 
say that war is the only natural, cyclic, single means 
of resolving various capitalist confrontations, then, 
in this sense, war can be related to economic crises." 
(Bolilin, Criticism of Bukharin's "Economics of the 
Transition Period." Russian) 

I wish to discuss one important point of the above 
quotation by first quoting Bukharin: 

"At the same time however, the anarchy result- , 
' ing from the widespread production by capitalists 
was not abolished. Neither was competition among 
capitalist producers of commodities. -Not only are 
these phenomena still in existence within the scope, 
of world economics, but they are reappearing and 
have become even more intensified. The economic 
structure of the world is blind and illogical. 'Without 
structure' described the national (state) economic 
structure that has existed heretofore. Commodity 
economics within a given country gives way to an 
organized division; commodity economics is elim­
inated or is reduced. However within the world ec­
onomic structure it wiil absolutely not disappear. 
The commodity market in actual practice becomes 
a world market and merely ceases to be 'national' 
. . . Within a given country those products which 
have been divided in an orderly manner may be con­
sidered commodities only when the phenomena are 
related to the world market." (Bukharin, Economics 
of the Transition Period, Chapter 1, Russian) 

There is here an over-estimation of the internal 
organization of state-capitalism. Bukharin had also 
written: "The nation's economic wealth is being 
concentrated in the hands of fewer capitalists. Pre­
viously unorganized capitalism is changing its char­
acter to a more organized' shape." (State-Capitalism 
and Social Revolution). There is an over emphasis 
on "organized capitalism," Criticizing Bukharin, 
Lenin wrote: "a rebellion against dialectic material­
ism is achieved by leaping over logically—not ma­
terially—many concrete stages." This clearly points 
out the weakness of Bukharin's argument. Especially 
can I not agree with his opinion that the commodity 
production and the law of value are disappearing or 
declining under state capitalism. When Bukharin 
wrote that under state-capitalism the process of 
producing surplus value would "accompany the tend­
ency in which surplus value changes itself to surplus 




