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There has been a recent upsurge of interest in the history of the Soviet economy, much of it in the Russian language by scholars perusing data archives recently made public (Markevich, 2003; Gaidar, 2007), with some publishing in English also accessing these files (Barnett, 2002, 2009; Harrison, 2005; Gregory, 2010).  Besides this availability of new data, the New Economic School (РЭШ) in Moscow has a new research center dedicated to these matters.  In the case of Russia it would appear that the passing of two decades since the collapse of the Soviet socialist system has led to a renewed interest in uncovering and interpreting what really happened in the past, with a significant focus on the first decade after the 1917 revolution, with its three periods of War Communism, the New Economic Policy (NEP), and the move to command central planning at the conclusion of the industrialization debate, coinciding with the coming to full power of Joseph Stalin, even though Stalin switched sides in this debate at the point that he achieved power, thus knocking out rivals from both sides of it.  Indeed, this decade was one of the most dramatic in all of world history in terms of revolutionary systemic changes in an economic system concentrated in a relatively short period of time, with the outcome dominating much of the rest of century, even as the system that emerged ultimately failed.

The book under review here by Guinevere Liberty Nell can be seen as part of this renewed attention to the questions raised by considering this period and the former Soviet economic experience more broadly, even as it does not draw on these more recent studies and is limited by the apparent lack of Russian language knowledge of the author.  However, despite this, Nell succeeds in a substantial coverage of the English language literature, both translated from the Russian as well as that written in English, drawing particularly strongly on some forgotten and neglected works of deep wisdom, with those of the insightful Alec Nove (1986) being a particular inspiration for this entire project.  Although there are some serious lacunae in this presentation, to be discussed further below, much insight and careful selection is exhibited in the discussions of the history of the Soviet economy, as well as the broader discussion of the history of socialism and communism from before 1917.  The author has a strong and distinct point of view, heavily influenced by Austrian perspectives, but also recognizing views other than hers as she comes from a family background of very different views that she respects even as she disagrees with them.  Her strongly stated positions on more controversial issues generally also give credit to those that she disagrees with as well.

Rather than being organized chronologically to present historical development, the book is organized according to a set of topics.  After an introductory overview chapter, the topics are as follows: The Real Benefits of Competition; The Dynamics of Unemployment and Efficiency; The Holistic Target: The Value of Profit and Loss for the Firm; The Rat Race: The Value of Profit and Loss for the Economy; Middlemen, Trade, and the Market System; The High Price of Price Control; The Root of All Prosperity: Money and the Danger of Centralized Monetary Policy; Regulation and the Institution of a Dynamic Economy, Democracy and Freedom; Corporate Capitalism or the Free Market.  These are followed by two others, one on Lessons for Economic Modeling and another on Further Lessons on Economic Modeling, which provides a reasonable argument for agent-based modeling, while not clearly being tied to the rest of the book.   In the course of these chapters the problems that underlay the Soviet Stalinist model are laid out, with some of the earlier and middle chapters better at this.  The not-always-recognized point that the War Communism period involved an effort to bring about a sudden jump to an idealized form of pure communism is made well.

This ordering by topics rather than history reflects what may be the greatest weakness of this book, which is that it is really two books: one that reconsiders this Soviet past in light of the broader history of socialism, and another that attempts to turn all this into what amounts to a pamphlet criticizing various positions of the Obama administration.  Almost all the chapters have the following outline: Introduction, The Socialist Argument, The Soviet Experience, Lessons, Conclusions, with the latter two turning into screeds regarding current policy debates.  Quite aside from whether the current events critiques are valid or not, they often do not follow convincingly from the recounted ills of the former Soviet economy.  Economic behavior is assumed to be universal and its historical context irrelevant. Soviet experiences and the tradeoffs its leaders faced and dealt with were of huge historical importance and they were indeed time and place specific. The reductionist approach in the book in question unduly simplifies the record, which also leads to misrepresentation of certain events and respective policies.
To give one extreme example, in Chapter 7 a fairly reasonable discussion of the disastrous effort to eliminate money during the War Communism period of 1917-1921 is followed by a blast at the “centralized monetary policy” of recent years in the U.S. that is declared to have been responsible for the housing bubble by being too stimulative.  Many have indeed argued that the very low interest rates of 2003-04 aggravated the already ongoing housing price bubble in the U.S., which started around 1998 according to Shiller (Chapter 2, 2005).  But what an effort to entirely eliminate money has to do with a supposedly overly low interest rate policy recently is hard to fathom.  To make matters worse, Nell dances around what she really wants or means by a supposedly superior “decentralized” monetary policy.  In the chapter endnotes (which are often more interesting than the main text for many chapters) she cites works by various Austrian economists supporting free banking, which would involve the closing of central banks, but she never comes out and says that this is what she supports anywhere in the text.  For that matter, it could be argued that replacing money with barter is itself the ultimate in decentralizing monetary policy.  There is simply no coherent connection between the analysis of the War Communism monetary policy and what she critiques in more recent monetary policy.
The structuring of the book by topics means that the presentation of what happened in the former Soviet economy is chopped up in a frustratingly ahistorical manner.  Discussions of different aspects and periods of Soviet socialist history jump all over the place from chapter to chapter.  By the end of the book, most of the periods of Soviet economic history have come to be covered, but in such a way that leaves one having difficulty understanding the whole picture of how things happened.
Now it may be that this is not important to the author.  One reason may be that the point really is the current polemics, with the various episodes and periods of Soviet and socialist history simply providing fodder for the screeds from chapter to chapter about current events issues.  The other is that she takes a strong position that there really is nothing fundamentally different from period to period, even as she recognizes that others disagree and view different periods of Soviet economic history as substantially distinct from each other.  
In the view of many, the mixed economy NEP period sharply and substantively contrasts with the classical Stalinist model that succeeds it, with neither reflecting what Marx or Engels would have approved of or supported as actual socialist economies.  But for Nell, the Stalinist model is the logical and inevitable outcome of any attempt to implement the socialist vision as laid out by Marx and Engels, again a view she recognizes that others do not share. Stalin mostly launched off the views of Lenin for political reasons of continuity upfront but later chose the more pragmatic views of his party contemporaries who paid dearly with their lives for this complicity.  It must be granted that she builds about as strong a case for this position as can be made, drawing on relevant quotes from Marx and Engels. This makes it easier for her to implicitly argue that Obama and his policies are nothing more than mild versions of Soviet socialism.  

The extreme emphasis on Obama can be seen by his appearing on more pages in the book according to its Index than any other non-Soviet or classical socialist leader or thinker, except for Nove just barely, with those appearing on more pages being Marx, Lenin, Bukharin, Stalin, and Liberman, with Trotsky also probably appearing on at least as many, even though he does not appear in the Index.  Closest rivals behind Obama among non-Soviet or classical socialist figures are von Mises, Kornai, and Hayek, which gives an idea of what is up here, although Roosevelt also comes in for quite a bit of criticism, if less than Obama, while, like Trotsky, also not appearing in the index..

 We do not wish to go over every current issue discussed in the book, but will note that one most repeatedly covered in several chapters as the main lesson drawn on the chapter is that of the Obama health care proposal, now passed into law, with perhaps the sharpest critique coming in Chapter 5 on Middlemen, Trade, and the Market System.  This chapter provides one of the most insightful analyses of the problems of Soviet central planning and its contrast with the hopeful rhetoric of many socialist theorists in the book.  That central planning would be more efficient than market capitalism because it would eliminate wasteful middlemen was the classical socialist argument, but the reality of central planning was that middlemen in the form of corrupt tolkachi appeared anyway to resolve the failure of central planning to properly provide for intermediate goods inputs to later stages of production.  It is then argued that this is the argument made for Obama’s health care plan, that it is supposed to eliminate middlemen such as private insurers and that the Soviet problems with this approach show what a terrible idea Obama’s plan is, with presumably private insurers being more efficient than alternatives.

That this is essentially a rhetorical argument is shown by the fact that the author does not seriously compare the U.S. system that Obama was attempting to reform with any other actually existing system in the world, other than                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          the state employment of medical personnel in the UK and how price controls in Canada on drugs may reduce pharmaceutical R&D.  This latter argument may be particularly valid, but most alternative systems among higher income countries are mixed systems in which medical personnel are mostly not state employees (in contrast to in the UK), but where some combination of state and private insurance manages to cover the entire population.  These systems all have greater state involvement in their medical care system than what would be the case in the U.S. if the Obama reform were to become fully implemented, which would not even result in full coverage of the entire population.  Nevertheless, prior to the Obama reforms, per person costs in the U.S. were more than 40 percent higher than in any other country, whereas medical outcomes in the U.S. are poor in comparison to those countries, with the U.S. below most of them on such indicators as life expectancy and infant mortality, with its infant mortality rates even worse than those in socialist Cuba and far worse than those in Western Europe or Canada or Japan (Central Intelligence Agency, 2009).  In light of these universally accepted facts, to argue that the more market capitalist model of medicine in the U.S. is “more efficient” than those in other high income countries is simply to render such a concept completely absurd.  To link it to the Soviet system of medicine is even more ridiculous, especially given that Hayek (1944) himself supported national health insurance in The Road to Serfdom.

However, for us the more important issue regarding the book is its discussion of the Soviet economy itself and its relation to other possible socialist models drawing on the works of Marx and Engels.  While Nell accurately notes places where Marx and Engels support some sort of planning, Nell does recognize that Marx in particular said very little about this topic.  Given that both Marx and Engels in many places claimed to support democracy, it is unclear whom they would have supported in the first decade of the 20th century when the Russian Social Democratic Party split into its Bolshevik and Menshevik wings.  Marx (1875) sharply criticized the proposed platform of the Eisenach faction of the German Social Democratic Party in his Critique of the Gotha Program, in which he also presented his famous formulation of the “higher stage” of communism as involving the withering away of the state and the outcome of “from each according to his ability, to each according to his need.”  Even so, that party would continue to officially cite Marx as an influence as late as 1959, while maintaining its democratic orientation throughout, in contrast with the Soviet Bolsheviks, whom many would argue thrived in the former Russian Empire with their anti-democratic approach because of the authoritarian traditions of that land coming down from tsarism and earlier Mongol rule.

The crux of this argument is seen in the treatment of the industrialization debate in the mid-to-late 1920s that many consider to have been the crucial moment in the development of the Soviet economic system.  The industrialization debate is simply not considered in any detail at all anywhere in this book, per se.  According to it, the mixed economy NEP is simply replaced with command central planning and collectivization of agriculture with its mass famine essentially overnight, and that is it, no discussion of how the decision to make that switch happened or what the issues were in the debate, much less who was arguing for which side or why.  What is without doubt the most important point in establishing the central thesis of Nell’s argument, the inevitability of the Stalinist system, has no supporting argument at its most crucial historical moment.

 This is neatly symbolized by the treatment of the tragic figure of Nikolai Bukharin in the book.  One virtue of Nell’s approach is that it does not turn the argument into a morality play about the main actors.  Although Stalin was certainly an evil man, he and other leading Bolsheviks were indeed idealistic in their efforts to achieve some sort of utopian outcome ultimately, a point Nell emphasizes.  It was not bad intentions that led to the system’s failures, but the nature of the system itself.  But that alternative mixed systems such as the more democratic and efficient ones seen in Western Europe after World War II might have been possible outcomes if the industrialization debate had gone the other way are not considered, and the treatment by Nell of Bukharin encapsulates this.

As noted above, Bukharin is one of the most frequently cited and quoted figures in the entire book, most frequently from his 1920 polemical work during the War Communism period with Evgenii Preobrazhensky, The ABC of Communism.  Readers of this book who know nothing more prior to reading this book would come away with a view of Bukharin as the hardline supporter of the full-blown Stalinist model, just as one could easily come away with a vision of Trotsky as the ardent critic of that system based on the numerous quotations from him in the book criticizing it (although Nell does note in a few places that Trotsky had supported the system while he was a part of it).  The reader is given no indication that it was Bukharin who was the strongest defender of the NEP in the ultimate debate, on which issue he sharply differed with his previous coauthor Preobrazhensky at the time, and that this would lead him to oppose Stalin and be executed for doing so in the most famous of all the show trials of the purges of the late 1930s (Gregory, 2010).  Nor is one told that Trotsky supported the command central planning approach to industrialization in this debate, in which Stalin sided with Bukharin until Trotsky was eliminated from any position in the Soviet government, only then to change sides to support the Trotsky position against Bukharin.  If indeed the Soviet socialists had been democrats as supported in many places by Marx and Engels rather than the anti-democratic, Leninist “democratic centralists,” Stalin may well not have been able to do what he did in bringing the system to what it became under his rule.   

The book also contains minor errors in various places, which we shall not enumerate fully.  However, some examples include the identification of Komsomolskaya Pravda as a “journal for communist youth” (p. 34) and of the department store GUM as representing the Soviet model of retailing to be contrasted with the current Wal-Mart (pp. 37-38).  There are also such oddities as Engels being referred to as “Friedrich” in some parts of the book and as “Frederick” in others.  While the Komsomol was indeed the youth wing of the Soviet Communist Party (founded by Bukharin in 1907 actually), Komsolmoskaya Pravda was not its published outlet and was a more general newspaper, which is still in print and in quite wide circulation.  GUM was designed as a “window dressing” showcase for foreigners on Red Square from the Khrushchev period, not anywhere near being the general pattern of Soviet retailing, which was arguably much worse than what was at GUM.  Nevertheless, most of the descriptions of the Soviet system in the book are reasonably accurate.

In the end, this is a somewhat frustrating book.  The effort to revisit and reconsider what really happened in the Soviet economy is a worthy effort, and the book does present many deep insights, observations, and discussions, particularly in some of the endnotes to chapters.  However, it misses on the most recent Russian language literature, and its willingness to subordinate a proper historical discussion to an effort to lambaste a variety of policy proposals of the current Obama administration damages it considerably, even if these proposals are ultimately as flawed as the author claims.  The link from the Soviet historical experience to these proposals is in too many cases simply preposterous and overdrawn.  We hope that in the future the author will engage in the ongoing studies and debates over what happened in the former Soviet economy in a deeper and more scholarly way. 
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