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of the concrete facts of the concrete posit‘i(;n. Only'vin this way
shall we be able to reply to the questions raised above. Only

in this way can we make a thorough test of theoretical genera- -

lisations.

It is quite understandable that bourgeois theoreticians cannot
help adopting an apologetic point of view, for, by their very
nature they cannot help picturing capitalist society as an eternal
category. They fail even-to grasp the proper importance.of such
a fact of world historical significance as the nine years of exis-
tence of the proletarian dictatorship in an enormous country,
embracing a considerable portion of the Asfatic and ‘European
continents. This gives rise to-the constant illusions in. capitalist
circles that the main tendency of economic development in the
U. S. S. R. is a tendency towards a return-tp “normal” capitalist
society, that development was accidentally interrupted by the non-
economic interference of the Bolshevik Huns. One of the princi-
pal forces supporting- the present capitalist regime, “internatio-
nal” Social Derfiocracy, completely shares the bourgeois point

of wiew with regard to the development-oi the -proletarian dieta---

torship #n. the U. &: S. R. and therefore alsa shares the principal
theoretical position of the bourgeoigie with regard to the longe-
vity and stability of the capitalist system. The. greatest represen-
tatives of Social Derniocratic theoretical thought regard the pre-
sent sphere of world capitalist developmient as a sphere comprising
the following principal facts. First, the absolute strengthening

of the .capitalist regume, of .its economic and political organi-

sation, with prospects of future capitalist prosperity. Second,
the transition of capitalism to a new phase of develop-
ment, namely a phase in which capitalist anarchy in pro-
duction is being overcome not only within the limits of
individual national economies, but even in world economy. This,
in the opinion of these theoreticians, finds its expression in
the formation of inter-State political organisations (League of
Nations, etc.) which will eliminate the comvulsion of capitalist
society by wars. Thirdly, a re-grouping of the inherent forces
of capitalist society is taking place wihich renders possible a

peacetul or almost peaceful “merging into.socialism”, without

revolutionary shocks and certainly without the violent dictator-
ship of the proletariat. Hence, we have a complete system of
views vﬁiﬂh, as will mot be difficult to understand, represents
a complete capitulation to bourgeois ideology and complete
abandonment (“emancipation”) of the last remnants of Marxism.

The mere repudiation of this crudely anti-Marxist theory
however, is not sufficient; for even if capitalism has not yet
solved its fundamental, inherent contradictions in the slightest
degree, even if it has not entered such a phase of development
as is trumpeted by the Social Democratic town criers, the
question, however, of the fate of capitalism, of the - gradual
recovery from the diseases of the post-war period, the question
of the character of the present sphere as regarded irom the latter
point of viewj, still remain open. And this is precisely the
question of capitalist stabilisation, in the sense in which that
term thas already been accepted in modern literature,

Differences on this question exist in our own Communist
ranks. For example, Comrade Trotzky argues on the one hand
about the ommipotence of American capitalism, which will put
Europe on rations and that “the economy of Europe in other
parts of the world will become part of the economy of the
United States”. (“Europe and America”, p. 74). On the other
hand, Comrade Trotzky, argues about the comiplete absence of
capitalist stabilisation. For example we read:

4] think that a new critical period is approaching and
that equilibrium, order and calm will not be seen in Europe
‘this year, Only quite recently we stated ‘that a certain
“stabilisation”, i. e., a certain temporary equilibrium of
European capitalism has set in and consequently that it has
. become more firmly established. But this stabilisation has
proved to be far more short-lived than might have been
expected”. (“Pravda”, Jan. 31- 1926).

Comrade Zinoviev’s views particularly are extremely indefin-
ite on this question. They range between the recognition that
partial stabilisation has set in and the denial that partial stabili-
sation has set in. In his speech on the “General Strike in
England and its World Significance” (See “Pravda”, June 5, 1926),
Comrade Zinoviev stated: o .
“1 think we have not stabilisation but a fresh disorga-

nisation of capitalism. The storm is tossing the ship of

capitalism first to one side and then to the other. When

the ship gives a list to starboard, then, of course, the wor-
kers suffer, but the ship is feeling the strain. Stabilisation
is a state of-being in a fixed position, but when one day, capi-
talism heels over to the night and the next day it heels over
to the left, that cannot be kalled stabilisation. The ship of
cooa wos ity in Germany, and in

" Poland, but in England, and England is not Germany, nor
Poland, nor Esthonia. England is the premier capitalist
country on the Continent (Evidently the storm has so
“tossed”” the “ship” and the world has been so disorganised -
that: not only - has stabilisation disappeared but England
hias been blown off from the island to the Continenet. N. B.).
‘Next to America it is the richest country in the world.
Those who can see beneath the surface and can penetrate
to the “skeleton” of capitalist economics by means of a
. class amalysis will say that events of the past year have
- refuted the existence of d state of capitalist stabilisation”.

As is seen, in spite of previous statements to the contrary.

- Comrade Zinoviev in the above passage denies. that there is

stabilisation; he asserts that this fact has been “refuted”. It is
quite clear that the leaders of the opposition have no fixed, clear
and ‘well grounded point of view on this extremely important
question of the estimation of the world situation. And yet, it
must be understood that an intermational revolutionary organi-
sation, and each Communist Party separately, is unable to
conduct a proper policy, cannot take proper tactical aim, unless
it has a fixed and definite estimation of the situatiom, an esti-
mation which corresponds to reality. That is why the question
of stabilisation of capitalism and of its concrete characterisation
plays, and will play in the future, an important role as the
starting point of our political discussions.

A. INDICES OF CAPITALIST ’STABIL]SATION (WORLD).

a) World Production.

The most striking and profound expression of war and
postwar crises was the dedline of production, the fundamental
and most important basis of the very existence of human sodciety.
It was precisely in this sphere that the destructive effects of -the
war were mainly felt. This restriction of the vital basis of
society was the most important indication of the cul-de-sac into
which the development of capitalism had driven everybody with
the inexorableness of fate. Consequently, the fact that capitalism
has extricated itself from this oul-de-sac, should be reflected,
first of all in the subsequent growth of production. When we
say “first of all”, we do not by any means desire to indicate the
sequence of events in time, we do not speak here of the order
in which the process of restoration took place, but exclusively
of the ecomomic importance of the corresponding phenomena.
But there cannot be the slightest doubt of the increase of pro-
duction in general, and of the increase in the production of
vanious means of production in particular; and it is precisely
the latter which expresses the raising of the organic composi-
tion of capital and an increase of the productive forces of the
world capitalist organism. We quote below the most important
statistics on this question:

World production of coal, iromand steel,

(% of 1913).

1919 1920 1021 1922 1923 1924 1925

“Coal 8,3 97,6 805 86,8 983 969 97,6
Iron 700 85 497 7136 88 87,2 057
Steel 811 992 60,6 905 1055 1050 1154

The above figures were compiled by the Konjunctur Insti-
tute and the Bureau of World Economy of the Supreme Economic
Council and published in “Mirovoye Khozaistvo” 1919—1925.

The preliminary figures for the first nine months of 1926
according to several indices show a reduction of output due to
the strikes in England.

World consumptionofcotton
(in million bales) (I bale — 478 American pounds).

1913 1921 1923 1924 1925

31st July of each year 22,1 169 213 200 226
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The above figures are taken from “Mirovoye Khozaistvo” -

1913—1925.

The above may be summarised as follows: in the first place
there is an undowbted tendency of growth in world production;
secondly, in this sphere, world capitalism is quantitatively
approaching to its pre-war level. Hence, it can be said that this
year, capitalism is completing its process of “restoration”. It is
true that the term ‘restoration”, — even when applied to the
capitalist ‘organi$m, does not fully express the quintessence of
the situation, for the question is not the simple restoration of
pre-war . proportions: we have a new technic, which was un-
known prior to the war, new forms of organising labour, a
regrouping of economic centres and various branches of industry.
These facts concerning qualitative changes, (which wil! be dealt
with .below) do not in the least affect the fundamental conclusion
concernitig the quantitative aspect of the question. Thus, with
regard to world production, capitalism is approaching its pre-
war level.

b. Foreign Trade.

Another important fact of the disorganisation of world
economy - during the period of the war and post-war crises was
the significant decline in international trade. As a result of the
war world economy broke up into separate pieces, precisely
because the war broke the threads of international exchange, that
extremely. imjportant form which. establishes the umity of world
economy as a complete whole. Of course, the breaking of these
world commercial ties caused serious disorganisation of eco-
nomy within each separate country, for the relations between the
various branches of industry in each country are bound wp with
the world market and to a certain extent were determined by
the latter. However, we see that in recent years the ties that were
broken by the war have been restored, and this finds its expres-
sion in T{le growth of international trade. The most important
figures concerning this sphere are as foliows: ‘

Fareign Tradeof34 countries.
(In millions of gold marks at pre-war prices).

1913—1924—1925 1924—1025

(monthly average) (% 1913)

34 countries . . 11566 10512 11259 91 o7
(“Vierteljahrshefte fiir Konjunkturforschung”, Berlin, 1926, h. 2).

Summary: In the sphere of foreign trade also, capitalism has
not yet reached the figures of the pre-war period, but has appro-
ached fairly close to them. It can be said that from the point
of view of international trade also, capitalism is completing its
process of restoration, although, here, too, the same reservation
must be made as was made in connection with production,
namely, that reference is made only to the quantitative aspect of
the question. From the qualitative aspect we have an enormous
regrouping of commercial centres, displacement of the prin-
cipal junctions of international trade and a radical change in
the iprincipal routes along which the mass of commodities flow
from country to country. - :

c) Currency Relations.

The third index of the state of affairs is the index of
currency relations. The state of the currency in any contry is a
most sensitive index of the state of health of the economic
organism of that country. The s‘léfh&es& disturbance in the sphere
of economy, in production, in exchange, in the credit system, etc.,
the slightest disturbance of the economic equilibrium between
the various component parts of the economic system, finds its
expression, to a more or less degree, in the disturbance in the
process of the circulation of money. That is why the post-war
crisis "wias accompanied and was inevitably accompanied by the
phenomenon which received the specific titie of “financial chaos”.
The state of the currency in a commodity-money system is the
knot which joins together the most varied ecomomic ties and
there is nothing surprising therefore in the fact that the currency
problem has been and is still one of the most diffioult problems
conironting the world bourgeoisie. And here too, in spite of the
strikingly motley character of the picture, we see that the chaos
which was so characteristic for the period of the lowest decline
of capitalsm is now disappearing. The principal statistics on
this question are as follows:

Rate of foreign currency in New York.
' (% of gold parity).

Germany England France Belgium Poland

1924 monthly average . 98,80 90,78 27,07 2401 101,88
1925 monthly average . 99,96 9925 24,60 24,66 92,16
1926 January . 99,96 99,87 1953 23,52 69,53
1926 July 9996 9987 1272 1259 52,64

(“Vierteljahrshefte fiir Konjunkturforschung”, Berlin, 1926', h. 2).

The above table shows that the English pound sterling and
the German mark has reached fixed gold parity On the othe;
hand, France, Belgium, Poland and partly also Italy remain
countnies with a falling currency. Of other counmtries it should
be said that rates are becoming ‘steadier for Roumanian, Greek,
Yugoslavian and Bulgarian currency and that the rates for
Norwegian, Denish, Spanish and Japanese currency have risen.

From the above we see that the picture of currency relations
is more motley and the unevenness of development is far more
sharply empHasised than in the sphere of production and com-
merce. We observe also an absence of a Wdirect parallel with the
other economic indices. Similarly, it may be said that the degree
of closeness to the pre-war figures is comsiderably less than in
the other indices referred to above. Nevertheless, even here the
principal tendency is observed in so far as we speak of a
certain conventional average. This index also, undoubtedly shows
a definite tendency towards stabilisation.

B. INDICES OF UNSTABLE STAB[LISATION (WORLD).

The above quoted facts, however, do not in the least exhaust
the questions, for the reason that they are general, “average” and
insufficient for an all-sided estimation of the situation. It is
important for us to know not only the average, in which all
deviations, ‘contradictions and conflicts of various tendencies are
smoothed out. For a proper estimation it is necessary to ana-

lyse all the counter-tendencies, their specific gravity, their pro-

bable direction and their dynamics. It is important to a high
degree for us to kmow the qualitative characteristics of all these
various cross-cutting - forces. Only such an analysis, embracing
the subject from all sides (or as far as possible from all sides),
can serve as anything like a firm basis for proper practical con-
clusions. ‘

First of all the following must be observed. In spite of the
number of years that have passed since the Versailles Treaty
was signed, capitalism is just barely creeping up te the pre-war
level of production., Furthermore, motice must be taken of the
absolute change that has taken place in the character of the
curves on economic charts. The “normal” crises of capitalist
production were periodical crises, which occurred .at more or
less regular intérvals of time and assumed a very definite
“pattern” We had definite cycles of development accompanied
by changes in the various phases within these cycles and con-
sequently we had a very definite curve on the economic chart.
This must not be understood too vulgarly, of course; the varia-
tion in the structure of the “capitalism” in the various countries
(their peculiar “natiomal” features), the varying degree of con-
nection between the different countries, the unevenness of capi-
talist developntent generally and a number of- other features,
into the examination of which there is now no need to enter,
inevitably resulted in various deviations and unevenness of deve-
lopment of the phases of the industrial cycles and to the fact
that certain phenomena in the development of a certain cycle did
not synchronise. Nevertheless, the law of industrial crises was
sufficiently definite. The curve on the economic chart in the post-
war period however bears an altogether different character. The
very period of an industrial crisis reveals a different law and
consequently, a different character of the crisis as compared
with the “normal” crises of pre-war times. Development pro-
ceeds iin extremely uneven sudden leaps, which excludes all possi-
bility of periodicalness in the strict sense of the word; the curve
develops a sort of feverish and  unhealthy character; there is
not that regularity in the changes of the various phases which
was so dharacteristic of previous crises. If we examine world
production we will observe that in 1919 there was a decline;
in 1020 there was again a rise; in 1921 an acute crisis; in
1022—23 there was again a slight rise, but an extremely severe
crisis in Germany commected with the occupation of the Ruhr
by the French troops. In 1924, we again observe a slight drop
in production, and in 1925 again a certain rise, which in its
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turn, ends with a severe crisis in Germany and oconsiderable
depression in England. The crisis in Germany continued in 1926
until the beginning of the third quarter of that year when a
slight improvement was observed, whereas there has been a
serious industrial crisis in England this year in connection with
the great 'coal strike, etc, ét¢. The development of economic
cycles thus proceeads in forms which destroy. the very comception
of cycle. Economics are frequently closely. merged with fadtors of
a nom-economic character (occupations, social-class conilicts and

“politics” in general) that the customary normal process of deve--

lopment cannot be conceived. This is the first fact which must
be observed, for every impartial observer will see in it the

pathological state of the economic orgamism and consequently |

of the extraordinary character of the difficulties which capitalism
is mow experiencing. In order to illustrate what has been said
above: concerning the economic cunve, we can take the figures of
the amplitude. of the fluctuations of production and prices in the
“economic cycles” prior to the war and:noew.

The greatest decline in the production of, cast-iron during
prewar crises was in England, — 19,4% (1889—1892) and in
the United States, — 39% (1908). )

After the war, England experienced a drop of 60% in 1921

and the United States of 48% 1in 1920—21 and 225% in 1924,
although the crisis in that year is regarded as having been an
exrerlnel‘y mild one and some even assert that there was no crisis
at ail. .
The most severe drop in prices in England prior to the war
wvas 24,8% (18%3—1887) and in the United States 20% in the
period 1867—71. Alter the war, in 1920—21 alone, there was a
drop in the index of English prices by 48% and of the United
States prices by 40%%'). . »

- The second fact which must be noted in analysing the qua-
litative aspect, of the subject is the extreme unzvenness. of the
development, taken according to separate countries.. A certain
urigvenness of development was observed previously .(compare
the curve of development of the classic land of Européan capi-
talism, England, with' the curve of development ef the United
States of America), but the comparative figures characteristic of
present conditions prevailing in world economy reveal - an
astonishing divergence in rates of development "in the various
junctions of capitalist economy. While in the Unmnted Sfates of
America, for example, productve forces increased rather rapidly,
European economy has not yet reached the pre-war level. The
average, about which we spoke, glosses over this radical distin-
ction, balances the plus and the minus, and does. not provide the
miaterial for a qualitative estimation of the process. On the other
hand, in Europe itself we observe an enormous difference bet-
ween . France, say, which is rising wpwards and England, the
productive forces of which are in a process of almost steady
decline, The ‘European average smooths out these differences
and does not permit of a correct pictire being obtained of the
extreme unevenness, which is so characteristic of. the present
stage of development and which no doubt has- ils irofound
causes. :

If we take the principal indices for the principal countries
of the world, we will obtain the following picture of exceptionat
unevenness of economtic development: ’

1920—21. — ‘England, U.S. A, — crisis; France, Germany —
boom; : .
'1923. — Germany, — crisis. All other :countries, — boom;
1924. — France, Italy, — boom; U.S: A,, ‘Germany — fluc-
tuating; : ) . :
England — depression;
1925, — U.S. A,, France, — boom; Germany, — -beginning
. of the year, boom followed by crisis; England, —
depression; it
1926. — .England, Germany, — depression; France, U.S. A.
— boom. o .

But it is not only the tendency of the phases of the market
“cycle” which, in various. countries, frequently proceeds in va-
rying and opposite directions. To indicate the unevenness in post-
war . development of world economy, thé most instructive of all
is the. difference in the rate of the process of “restoration” in the
various countries. The following table illustrates this perfectly:

1) Calculated on the statistics ot Professor S. Pervushin,
“The Economic Situation” and the “Economist”.
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Production in 1925,
(% of pre-war production.)

= = % o =g

S g 2 =2

World output (without U.S . 16 95T ithd 1eog
orld output (without U.S.S.R) . 97,6 057 1154 :

Europe (without U.S.S.R) . . . 001 784 - 9319 lég;g
g.s},A‘ e 1025 1188 1412 1108
Gng and . 842 609 965 838
0 ermany - 936 932 1035 92,6
“rance . - 1079 950 99,6 - 82,0

Eco n(cl::fureis tI;ly tge Konjuliictur Institute of the Bureau of -World

of the Supreme Economic Coucil in “Mi ho-
zaistvo”»y191.9—25.) P omic Coucil in “Mirovoye Kho-
. _The third index of the absolutely peculiar situation of affairs
is the enormous extent to which the apparatus of production is
working under capacity. Never has the contradiction between
so-called productive capacity on the one hand, and actual pro-
duction on the other reached such dimensions as they have done
in the present epoch. This is due,-as we shall show below, to
the' colossal impoverishment of the masses of the people, to th&
enormous shrinking of home markets in capitalist countries and
to all the consequences that resulted from the world war.

_The following, for example, indicates the actual extent to
which the apparatus of production is utilised in the U.S. A. and
Germany respectively:

Utilisation of enterprises in U.S.A.

% ot technical power .
Average Average 6 months—

1924 1925 1926

1% 1% 18%

Rate of capacity utilised in German industry.

% of enterprises employed fo capacity in categories:
(7 months 1926.)

Bad = Satisfactory Good
62 20 . 12

(Compiled by the World ' Eceohomi¢ Section of the State
Committee.)

The fourth and last fact which should be noted is the ex-
ceptionally enormous, and what is more important, chronic un-
employment. It is true that unemployment was, is and will be
a constant feature of the capitalist method of production; it is
trye that the so-called reserve army of labour will always in-
crease in size during periods of industrial crises, but what we
have today cannot be compared with any such phenomena ob-
served in periods of “norma)” capitalist erises. This phenomenon
becarie so characteristic and’ striking that 4n attempt has
made in economic literature to “explain” the very nature of
modern capitalist crises by the change in the proportions between
various categories of people and to convert the present chronic
cepitalist crisis into-a so-called labour crisis®). The total number
of unemployed in Europe in 1925—26 according to official re-
turns increased in.comparison with 1924-—25 by 61% and amoun-
ted to 3,700,000. The ‘actual nuihber of unemployed is calculated
at 5,870,000 (not including those working short-time). -

" The comparison of unemployment today with that of pre—
war times ind countries like Germany and England show their
unparallelled increase: ’

Germany England ™
% of trade union _ % of State
" memibership - insured
913 .. . 29 © 3,7
Jan. 1926 . . . . 226 11,1

June1926 . . . . 181 147
(“Vierteljahrshefte fiir Konjunkturforschung”, Berlin, H.2.)
Chronic 'unemploynient in Germany is of particularly enor-

mous dimesions, in- spite of the fact' that -capitalism in, that

2) Ci. Robert Friedl«ander, “Chronische Anrbeivtskriée’v’.'
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‘country is exerting the greatest efforts to repair its foundation
-that had been shattered by the war. The classic land of flourishing
capitalist relations, the world capitalist Power, England, also has
an increasing army of unemployed proletarians. This gigantic
number of workers excluded from the process of prodyction  is
like a ‘heavy weight dragging at the feet -of capitalist society,
and this’ weight continues to drag in spite of iluctuating econo-
mic conditions, even when the curve of production is rising: It
is' quite evident that this “symptom” indicates some very grave
organic defect peculiar to present day capitalism and from
-which pre-war capitalism did- not suffer.

"o Al these “symptoms” takentogether convincingly tell us of
the peculiar character of the crisis which capitalism is now ex-
periencing. On the other ‘hand, they speak of the extreme insta-
bility of capitalist stabilisation. No matter what songs the bards
'of capitalist exploitatiori may - sing, however much their: Social
‘Democratic seconds may vamp to their singing, there is not the
slightest - doubt that capitalist stabilisation bears a partial and
unenduring character. The description of this stabilisation given
“in the resolutions of our International Congresses are once again
-confirmed by the analysis of the statistics of recent times. Tl}ere
is absolutely mo reason why. we should revise this description.
On the confary, we can even with greater conviction say that this
(description has stood ‘the historical test of the past year and' of
recent. months. The relative, partial and' unenduring character of
‘capifalist stabilisation will be still more strongly emphasised if
we examine the extremely important facts, facts of truly world
historical significance, ‘which are directed against capitalist sta-
bilisation. We speak of the growth of socialism in the U.S.S.R.,
of the great Chinese revolution and the great strike of the British
miners. :

" C. IMPORTANT FACTORS OF CAPITALIST
DISINTEGRATION. - .
L The U.S.S.R. o

~ An ‘important facter directed- againts capitalist development
is the development of socialistic. productive relations in- the
U.S.S.R. From every: point. pof vigw: from the purely-economic
point of view, from the .point of view.of politics and from the
point of view of general -culture,. the U.S.S.R. in the, final
analysis, is-an instrument for the disintegration of the capitalist
regime in- other .countries., It would be absolutely -incorrect, in
analysing. the, International Situation, to regard the . capitalist
world and the U:S.8.R. as two entities - absolutely -independent
of each other. The U.S.S.R. at the present time is a factor -of
absolutely.. exceptional _importance and _the so-called = “Russian
question”, .which in fact is the most impoftant’ question of the
interpational revolution, .is the most troublesome ghiestion con-
fronting the, international bourgeoisie . and ‘its ipolitical Yeaders.
In this. connection, this problem muist be examined from, séveral
points of view., . .7 L o
"« 1. The exclusion of ‘fheﬁovivet territories from “normal?.trade
‘in “itself -has caused a very -considerable -breach -in the ‘“proper”
development of world economy. Pre-war._Russia represented -a
large market for foreign capiltal, not,ogly. for its goods, but also
ok its , gapital. The imiportation of 'foreign. capital into -Russia
anid 1§ profitable investment heré was of considerable importance
for a2 number of bourgeois countries. This importance is indi-
cated -by. the following: figures: . -+~ .

The total world emission of Bonds and:securities ‘during the
three pre-war years (1910-—1912) represented 66 billion francs,
or 24, 8 billion roubles. During that same périod, Russia issued
bonds and securities to the amount of 3,471,500,000 roubles.
Hence, the Russian share of the world emission of bonds and
secirities amounted fo 14%.. As is' known, the ‘issue of Russian
bonds was ‘closely connected with the importation of -foreign
capital into Russia. It is sufficient to say that nearly one- third
of the total of Russian bonds issued, were'issued on the foreign
market*). The importance of Russia as a.market for the-sale of
manufactured goods and as a source of agricultural produce
can be judged from #he: fact alone that.during the five years
1009—1913.:Russia placed on the world grain market.278% of
the, total quantity of the five most -important .grains. e%cmted
The total amount of lumber exported from Russia .in'1913 re-

“¥) The: figures are taken from “Russiam Stock Exchange
Sectrities”, "1914—15, Edited by Bogolepov. pp 173+-176..

presented 23% of the world supply for that year. The export of
flax amounted to 40%°?) and the export of eggs?) 44,7%, etc. To
this must be added that in regard to the colossal natural
resources of industrial fuel,- raw materials, etc., Russia holds
one of the first positions on the globe. Russia possesses 85,1%

‘of the world supply of il (the U.S. A. has only 12%), 78%. of
‘the world supply of peat, 28% of the world supply of Iumber

(the U.S. A. only 8%), etc.
ey

" Imports to Russia in 1913  comprised 8,7% of the exports
of Germany, 3,45% of the exports,of England and 4% to 5%
of the exports of all countries together. Moreover, the rapid
growth of the Russian market gave it particular importance
for the industries of Western European industrial countries,

2. From the point of view of the bourgeois world, however,
the restoration of commercial intercourse between capitalist
countries and Russia, now the U.S.S: R., — represerits a constant
menace to its (the bourgeois world) further development. This
intercourse facilitates the acceleration of the rise of State industry

. and the national economy in the land of the proletarian dictator-

ship. It is true that this intercourse (along the lines of commerce,
credits and possible concessions) represents a certain -outlet for
the capitaiist world, which stands so much in need at the present
time of markets for. its goods and capital. From this point of
view, the economic intercourse between the U.S.S.R. and its
capitalist environment ‘becomes, to a certain degree; converted
into' a factor” for the stabilisation of capitalism. However, only
ithe dullest’ minds of the type of: ultra-left renegades and.Social
Democratic charlatahs can present the question in such a manner
as to make it appear that 'in establishing economic intercourse
with the capitalist States, the land of the proletarian dictatorship
abandons its revolutionary mission. It is not difficult to under-
stand that the utilisation of this intercourse to a far larger
degree facilitates the growth of the forces of revolution rather
than the growth of the forces of the: capitalist world. While
economic intercourse with Soviet Russia gives a certain, ex-
tremely small, outlet to a pumber of counirics in separate parts,
all -these economic ties, becoming concentrated on another "zone
in a single soviet country, facilitate to a far greater. degres thz
economic rise, of precisely that soviet country. On the other
hand, the sum .of values employed in Russia according to a
definite plaii, can be applied much more -expediently, thanks to
their distribution according to plan, have far greater economic
importance. and have far greater. productive effect than a similar

-sum -of values employed in any other country. This is obtained

as a result of the socialistic organisation of the “commanding
heights” of our economy, Consequently, from. the point. of view
of the relations between. the capitalist world. and the Soviet
Union, the policy directed towards the economic utilisation of
the capitalist countries surrounding the U.S.S.R. is' the policy
of strengthening, and raising the fundamental basis of the inter-
national proletarian movement. ' ‘ D
3. Of decisive importance, of course, is the direction the
economic . development of .the .U.$, 8. R!"is' taking and  also. the
rate of that development as compared with the Tate of develop-
ment of capitalist countries. As far back as 1919, Comrade

Lenin wrote: . .. 7 T S
“However much the bourgeoisie of all countries as well
as their tacit and avowed accomplices (the ‘socialists’ of
the Second Internafiondl) may lie and slander, it remains
without a doubt. that from the point of view of thé funda-
mental economic ‘problem’ of the’ dictatorship of the pro-
. letariat we are assured of victory, the yictory of Communism
over . capitalism., The” bourgeoisie of the whole world rages
and storms agaitist Bolshevism, organises ‘mititary inva-
sions, conspiracies, etc.,. against:-the Bolsheviks, precisely
because they understand perfectly well the- inevitability “of
our victory and our reconstruction of social economy, un-
less they can crush us by armed force. This, however, they

- will fail to do®).” Ce

-3y More preqisely to cover the need of Western Eurcpe and
America.. ;. T roa Lo o P RN T

© % The figures regatding grain and -lumber are taken- from
“Control i Figures”, pp. 156—157. Those regarding flax and eggs
are taken from “Mirovoye Khozaistve” 1923—25. =. 223.

5) Lenin, “Collected Works”, Vol:»XV1; p. 350.
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These words are confirmed literally by every year of our
development. If we compare the rate of this development with
the stabilisation of capitalism, it will be easily seen that the
rate of development of the U.S.S.R. is much more rapid than
that of the capitalist world. Indeed, not a single country in
the world suffered so much destruiction as a result of the impe-
rialist war. civil wars and intervention, etc., as did the U.S.S. R.
It is known that in a number of important branches of industry
production fell to a fraction of 1% of pre-war level. And yet
the U.S.S.R. has approached to the pre-war level approxima-
tely at the same time that the capitalist world as a whole has
approached it. From this it will not be difficult to calculate the
great rapidity of development in the U.Ss. s R. This, however,
can be proved by absolutely precise statistics.

Agriculture in the Soviet Union as a reault of the war
and revolution declined to almost half the pre-war level, whereas
agriculture in the capitalist countries of Western Europe at no
time during the period of 19141925 sank to such a Jow level.
However, already in 1925 agriculture in the Soviet Union proved
io be in advance of France and not very far behind England
and Germany in the degree of restoration of agriculture. This
will be seen from the following table:

Cuiltivated area in % of 1909—1913.

1009—1913 1922 1923 1924 1925
U.S.S.R. . . . . 100 63,6 77,0 832 864
France . . . . . 100 80,0 81,8 812 81,7
Germany . . . . 100 82,1 87,2 839 90,7
England . . . . 100 1053 97,6 828 894

(Figures taken from “Control Figures”, p. 148.)

As will be seen, thanks to the steady and rapid increase
of the cultivated area in the U.S.S.R. and the fluctuating and
retarded increase of the cultivated area in capitalist countries,
the U.S.S.R. as a whole has overtaken the others in the resto-
ration of its agriculture.

Industry presents a more striking picture Thus the present
day output of coal compared with that of pre-war output is
as follows:

1013 1921 1925 1st half 19260
U.S.S.R. . . ... 100- 29 61 85
Furope . . . . . . 100 65 89 75%)

The picture is a little less favourable in regard to the metal
industry, in steel, for example. But even here the situation in the
main is the same. In 1921, the output of steel in the U.S.S.R.
dropped to the pitiful level of 1,3% of the pre-war output. In
1926 (Ist half) the output reached 69,4% of pre-war output and
in the course of five years was increased 50 fold. During the
same period the output of steel in Europe, which fell to 48,7%
of pre-war output in 1921, was increased to 90,8% in 1926 (Ist
half)7).

Thus, in spite of the serious disorganisation and ruin, the
capitalist environment, etc., the U.S.S.R. has restored its metal
industry so much more rapidly than Europe, that in 1926 the
difference in the level reached proves to be comparatively in-
significant. The same thing is proved by the statistics of the
output- of iron, cotton, etc.

Another important fact is that while in Europe, -— and even
in the U. S, A., — the dynamics of production, which in general
show a tendency to rise, in certain years suffer interruption, retar-
dation and. decline, in the U. S. S. R. the line continues steadily
upwards and. since 1921 not a single drop or even a halt®) has
been recorded. It is perfectly clear that this fact, as well as those
previously quoted, strikingly reveals the advantages of our plan-
ned-socialistic methods of managing industry over bourgeois-
capitalist. methods.

¢) The sharp decline is due to the coal strike in England’
But even if we take the figure of 1925 for 1926, the situation is
not changed in the least. Perhaps the U.S.S.R. would not have
overtaken Europé in restoring the coal industry had the English
strike not taken place, but it would have caught up with it in
any case. Besides, the effect of the English strike upon the coal
industry in Germany and Poland must be borne in mind, for
ther= it caused increased output. ) '

7) Figures taken from “Control Figures”, p. 152.
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With regard to the direction of the eccnomic development

‘of the U.S.S.R. there is no doubt of the existence of a more or

less strong tendency towarids both an absolute and relative in-
crease of ‘he sogcialist economic elements as well as of all the
economic elements that are directly linked up with the principal
citadel of rising socialism, i. e., the nationalised, socialised large-
scale industry and the other nationalised commanding heights of
national economy. Only those who deny beforehand the possi-
Lility of a socialist revolution in the U.S.S.R. will, as a result
of their preconceived idea, be opposed to the recognition of the
achievements of socialist construction in the U.S.S.R. If they
cannot deny our economic achievements in general, they try to
ascrible these economic achievements to the capitalist development
in the U.S.S.R., and at all the cross-roads preach about the so-
called “degeneration” of the economic fabric of the proletarian
republic. ‘As a matter of fact, the proletariat in the U.S.S. R. has
achieved enormous success in the sphere of economic construction
precisely on the basis of the advance towards socialism. The
fact that these successes have been achieved may be confirmed
by the following statistics., The total production of the national
economy of the U.S.S.R. from 1923—24 to 1925—26 increas-
ed from 12,272 million pre-war roubles to 18,229 millions, i. e,
an increase of 39%. In 1026—27 a further increase is expeocted
of 8% over the previous year, bringing the total production to
19,757 million roubles. At the same time, industry is growing
faster than agriculture and for that reason the specilic gravity of
industry in national economy as ia whole, is increasing. The out-
put of industry and agriculture in comparison with that of each
preceding year is indicated in the following table (% %).

Small and

Large-scale handicraft

Agrioulture  industry  industry
1024—25 . . . . 108 155 124
1925—26 . . . . 119 143 115
1926—27 . . . . 105 114 108

Owing to this relation of rates of growth of various branches
of national economy, industrial producticn, which declined owing
to the civil war and disorganisation and the seévere depreciation
of large-scale industry and which in 1923—24 represented only
21,4% of the total production of national economy, in 1925—26
reached the pre<war level, — approximately 38% of the total out-
put of national economy. In 1926—27 the proportion of industrial
production will exceed the pre-war level and will amount to
approximately 40% of the total production of national economy.
This fact shows that the U.S.S.R. has entered the path of in-
dustrialisation and that it will, without doubt, be able to continue
along that path in the future,

At the same time our industnialisation is and will continue
to Ibe socialist industrialisation. Already in 1923—24, the State
and the oco-operative societies together held in their hands 94,8%
of the whole of large-scale industry. In 1925—26 this truly lion’s
share has increased to 95,9%. Simultaneously, in trade, the State
and co-operative societies have increased their share from 59,2%
to 76%. Taking the production of national economy as a whole
(including large-scale industry, agriculture and petty home in-
dustry and handicrafts), the share of the State and the co-operative
societies increased from 37,1% in 1923—24 to 424% in 1926—27.
The share of private enterprise during this period diminished

%) In confinmation of this, see the following table taken from
“Mirovoye Khozaistvo” from 1919—-1925:

Output of steel and coal % % of 1919.

Steel e 1919 1920 1921
Europe (without U.S.S.R.) . 100 1243 1040
U.SS.R. . . . . . .. 100 81,8 020
; Coal co
Europe (without U.S.S.R.) : . 100 107,7 93,8
USSR .. . . . . . . 100 91,3 101,8

Output of steel and coal %% of 1919. .

Steel . . . . .. . 1022 1023 1924 1925
Europe (without U.S.S.R) 1307 1333 1658 1705
U.SS.R. . . . . . .. 181,7 364,8 5714 1066,0

Coal
Europe (without U.S.S.R) 1182 1136 127,71 123,
USSR . .. . ... 1083 1592 1921 2108
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from 02,9% to 57,6%°) Finally a very interesting and instructive
fact is the growth of the share of the income of the proletariat
out of the total national income of the U.S.S. R. In 1923—24 this
share represented 23,2%, while in 1925—20, it represented 30%.

We could quote many more statistics. to prove that the
socialist tendencies of development in the U..S. S. R. are over-
coming and outweighing the resistance put up by the capitalist
elements in our national economy and are leading national
economy along the path of socialism. We think, however, that
the stafistics already quoted are sufficient to prove that the
proletariat of the Soviet Union is really progressing along the
path of gradual but steady construction of complete socialist
society. Not a single new social system sprung up ready-made
so to speak, finished in all its details. The capitalist system of
production, which was long carried in the womb of feudal
society, developed only after the bourgeois revolution, in the
course of many, many decades. It would be absurd to think
that socialism, particularly in a backward country like Russia,
could be born in a short space of time as a new system of
relations of production complete in every detail. The system
grows and is being built in the process of the struggle with
other forms: squeezing' out some, transforming others and
gradinally extending the network of new relations over the
whole economic organism of the country. As in many other
cases, the dynamics of development is the decisive factor, and
th: .mamos a.e the dynamics of development of socialist
relations above everything else. Thus, not only stabilisation;
the rapid growth of socialism in the U. S. 8. R. is also an un-
doubted fact. This fact in itself is becoming the greatest, most
important and fundamental factor, a mighty lever of the inter-
national proletarian revolution and consequently, a gigantic
factor for the break up of the forces of international capital.
The powerful influence of the U. S. 8. R. and its importance
as a rallying centre for all the forces directed, against the ca-
pitalist regime must be taken into account as the most power-
ful countertendency directed against the strengthening of the
world capitalist system.

2. Great Britain.

The most important factor in the disintegration of the capi-
talist order in Western Furope is the profound decline of the
British Empire, at one time the almost undisputed ruler of the
waves. The great British Empire — this former stronghold of
world capitalism, “workship of the world”, efc, is seen to
be steadily slipping from its former position and turning from
a classic example of omnipotent capitalism into a classic example
of its decline. A whole number of causes has determined this
decline; firstly, the conservative and out-of-date nature of British
technique of production; secondly, the replacement of coal, with
which Great Britain maintained her world economic importance,
by new forms of energy; thirdly, the industrialisation of the
colomies and Dominions of Great Britain, which was given a
strong impetus during the world war and which is continuing
now with growing force; fourthly, colonial and semi-colonial
risings and the national revolutionary struggle for liberation in
a number of parts of the world which served as markets for
the goods and capital of British industry, fifthly, the powerful
competition of America and partly also of certain European
countries and Japan. As a result of all these causes, Great
Britain has lost her privileged position on the world market.

" To counterbalance the diminighing power of Great Britain on
the world market, the role of other countries is increasing in
importance, particularly that of the U. S. A. The very centre
of world trade is shifting, before our eyes. The following, for
instance, are the comments of the “Frankfurter Zeitung” on these
changes in world trade:

“The feature of the development of world trade since

1913 is the fact that it has shilted from the iAtlantic Ocean

to the Pacific. On the other hand the United States are pur-

chasing less and less in Europe and more and more in Asia,

while China and Japan on their part, purchase more and

more in America, and also less in Europe. Japan’s exports

to Europe have fallen from 23,3% of her total exports in
. ..%) Up to 1925 the share of the state and the co-operative
societies increased 40,8% and that of private enterprises declined
by 59,2%. The figures for 1926—27 are taken from the
“Control Figures”.

1913 to 6% in 1925. Her exports to America, however, have
increased from 30% to 74,5%. In the same manner Euro-
* pean imports from Australia have fallen from 71% to 54%
and from Argentine from 80% to 64%.
(“Frankfurter Zeitung”, November 3, 1926, No. 821).

An extremely interesting feature in the ousting of Great Bri-
tain from its many important positions in world trade is the
increasing commercial intercourse between the British Dominions
and Colonies with the U. S. A. and other States at the expense
of Great Britain. For instance the following interesting table
characterises the increase of American commercial influence 'in
British possessions. ) -

Exports of United States (Commercial Year Book, 1925)
(million dollars)

1010—14. 1923 1924 1925
Australia . . 38,7 1194 1252 1485
Egypt . . . . . . 170 6,2 59 14 .
British East Indies . 14,2 39,5 43 52,1
British South Afrieca 129 284 36,0 46,2
West Africa . . .. 3,2 8,1 8,0 10,7
East Africa . . . .. 0,7 15 2,6 3,8

The tremendous $ums of excess profits received by British
capitalism which, on the one hand have been a basis for the
magnificent economic prosperity of Great Britain, while on the
other hand they had served to guarantee civil peace within the
country and to tame the working class, became impossible once
Great Britain lost her monopolistic position on the world
market. At the present time -world capitalist hegemony has ‘been
transferred to the United States of America. This may be
confirmed by a number of data and above all, by the indices of
the development of the main branches of industry in Great
Britain and the U. S. A. If we take the respective shares: of
U. S. A. and Great Britain in the world production of cast
iron, steel and coal and also the figures fotr the consumption
of cotton, we get the following picture: .

Share of Great Britain and U. S. A, inWorld
o U Output (% %)

1913 1925
Output of coal:
Great Britain 24.4 21,4
United States . 432 45,7
Qutput of Cast Iron: ’
~* Qreat Britain 13,3 83
United States 39;8 -~ 48,1
Output of Steel: ‘
" Great Britain 10,3 85
United States . 417 - 51,1
Consumption of cotton: )
Great Britain . 21,0 148

United States . . . . . . 25,3 21,3
(Figures taken from “World Almanac” 1926, “Commercial Year-
Book” 1925, and articles from “Mirovoye Khozaistvo”, 1913—15).

The economic factors disintegrating the British Empire find
their political reflection in the .centrifugal tendencies within the
British Empire on the one hand and in the extreme accentuation
of the class struggle on the other hand. At each socalled Imperial
Conference the fact becomes clearer and clearer that the centre
of gravity for a number  of British Dominions, in the first
place Canada, is not''so much Britain but the U. S. A. “The
far-lung British Empire”, said Sir Aukland Geddes, former
British 'Ambassador to Washington, “has conceded much of
its leadership in the world to the compact Empire of the United
States. The Dominions regard the Washington Government as
the government of their generation.... The Dominions are in-
clined to look to Washington and Washington is promisingly
looking to the Dominions”. ... . ot
~.  The political unity of the Great Empire is theatened by
dangers not only from:the restless colonies, but also from- a
number of Dominions which are becoming industrialised, which,
with the world economic centre changing from Europe to non-
European countries, display a desire to break away from the
Mother country. It is true that by changing its economic policy
and its policy towards 'the colonies, British capitalism has
managed to a certain degree and for a certain time to strengthen
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its_influence in such countries as India (industrialisation of
India, introduction of profective fariffs, bloc with a considerable
section of the Indian bourgeoisie, etc.),” but none-the-less even
this ‘fact” does not change the general picture of the ever in-
creasing process of enfeeblement of the Empire. On the other
hand, %e, disappearance ot the former monopolistic position and
economi¢ basis of the exceptionally high standard of'living of
the British working class. which, at one'time' in Engel’s words,
was 3 “bourgeois - proletariat”, has led and was bound to lead
to the accentuation of the class struggle and revive the glorious
traditions of ‘the Chartist movement of the British proletariat.
Mighty class conflicts must inevitably accompany and express
the decline of British capitalism, which is not.in a position
to ensure to the working .class its former standard of living.
this standard of living, which i,i}'_'thé‘ hands of the bourgeoisie
served in former days as a meaiis ‘of taming the working class,
1s transformed winder present conditions into an instrutnent di-
rected -against the bourgeoisie in so far. as the. latter is con-
ducting'a direct and open attack upom!'it. It is by no means
an accident that the coadl industry, the industrial heart-of Great
Britain," becartte” the centre of tremendous class condlicts such
as Britain has 'not known for many decades. .1hese class encoun-
tebs, ‘which: have arisen as a result:-of the deciine of the capitalist
system ip Ureat Britain, have .in turn become a“factor ot its
jurther disintegratign. I'ne -interaction of economics and politics
18: shiown here with. most striking ‘clarity. 1 ie' economic signi-
neanoe, of. this' copilict; not to mention s’ trémendous poliucal
signiticapce is far greater than that of a cotllict 'in a- single
branch of industry, even though it be a’vital branch like the
coal industry. As a matter of iact, the entire. ecoriomic life of
Great Writain has been paralysed to 4 considerable eXtent. As a
result of the eqal ‘strike, there has heen" a reduction of the
total. volume of production during 1926 by 14,5%, the output
of -coal by 37,5%, cast iron by 41,0%, steel 32,8%, shipbuildiig
by 25,4%. Exports have declined by 11,8%™). = '~ =~ =~ =~

The total loss caused by the strike,, according to' the
extremely optimistic calculations of the London and Westminster
Bank; amounts 1o 3U0,000,000. pounds;; stering . which_is - un-
doubtealy an underestimation. 1he Bratish sirike has important
economic signinicance outside Great Britain. lt 1s changing the
economic correlation of forces, it is causing a change in the
direction. of the liow of commodities fromrcountry’ to"country
and thereby stiil ‘further “weakens * the position’ of  preaatory
British imperialism. ) ) L o

On the basis of .the systematic decline' of ‘British capitalism,
through the growing acuteness of the class struggle, the working
class of Great Britain will infallibly be fed by history to the
problem .of seizing power. In Great Britain . more than' in ‘any
other couniry in Europe is there a “direct revolutionary situa-
tion” developing, although' this does not in ffie ledsf imply that
such a situation wjll arise as a result'of the 'present 'strike. At
the same time the decline of British capifalism and 'the con-
cequences. arising. from, this are v,caqsyiug,ﬂa‘ “tremendous breach
¢ven in the relafive stability of modern” capitalism. - =~

-3. China,

PR TH A RS E OO B PR RO St , i bowtant o e P
+; Ehe third important jactor of the deckine ofi capitalism, is: the
great tnational - anti-imiperialist revolution - in - Chiga'd);: Jn ' the
present . eporiomic :situation; when the workd bourgeoisie, and the
‘big «imipérialist powers iparticularly, -are-once njoreisharply. con-
fronted with the-question of foreign markets, the falling: away iof
Ghina from the isfluence .of foreign. capital- is. a ‘serious blow at
the: cappitatist .regiine.’ A very-comsiderable part of large-spale in-
dustrial: prodaction im:‘China,-it Will- be remembered, ‘is pwned
by doreign’ capital: The  collection: of i customs -duties; -and; the
various -monopolies (thé salt monopolyfor example) age entirely
ini the: hands of dforeighers; the tax systemi as.a-whole is» also
t6; - considerable’r extent //under their :comtrol. British' capital
is largely interested in China, as.is also: Japanese, American;
éfc. [Fromoithe standpoint: of ‘futire - development, China, ! with
its ‘exttemely dense: population’- of about:440,000000 - represents
+ AP SRR PR APTEE ST IO Lot U B SR LR L AR PO TR I S TERTITS

atistics. compiled’ by’ World ‘Econonty, Sec
£ ﬂg,cé’mlﬁﬁe« Y S T I Iy S
1’?,"‘ e. will refer to vq%ﬁsn\qns,.pf the Chinese Revolution
;’(e.try;. riefly here as we will devote a_special section to them
ater” on. ) L )

a tremendous potential market both for the investment of ea-
pital and for the sale of manufactured goods.:China can serve

‘also as a tremendous source of raw -materials. Hence, China

is one of the most important points at which. the forces. of
international - capitalism may be applied: The ‘direct - political
influence of the Chinese revolution on the other dependent: semi-
colonial and colonial countries must not be underestimated. The
Chinese revolution is becoming more and more a great centre
of attraction for the awakening masses of the Colonial East.
Indonesia (Putch Indies) is already in a state of revolutionary
ferment which in some places has passed into an open :civil
war "against foreign capital above all Dutch. It is true that the
British, as we have already pointed out above, have succeeded
in attaining fairly important successes in the way of “pacifying”
India. However, the victorious development of the natiopal-
revolutionary struggle in China is bound to have a revolu-
tionising “influence also on India, the industrialisation of which
will inevitable bring the role of the Indian- industrial proletariat
more” and more to the' forefromt. Under such- conditions _the
capital of revolutionary -China—Canton—becomes a sort of, “Red
Moscow” for the rising masses of the Asiatic colonies.

Of ‘extreme importance, of course, is the entire complex of
internatiofial relations as a whole. In his time, Lenin alluded to
the .awakening East as the greatest ally of the proletarian dicta-
torship in the coumtry of Soviets in its struggle against impe-

rialist robbery. One may say that to a certain extent the iremen-
‘dous Chinese problem and the entire fate of the Chinese revo-

lution will be determined by whether the Chinese revolution will
proceed along its own particular path in alliance and friendship
with the victorious working class of Russia, or whether foreign

-capitalism will succeed in seizing the hegemony of the economic

and ‘political development of China into its own hands. Foreign
capital may-attempt to do this either by directly supporting the
counter-revolutionary militarists, i. e, in: the form of the vic-
toty of the latter ‘with the aid of the foreigners -over the forces
of the Chinese revolution, or by making a number of concessions
to the Chinese national bourgeoisie and by directing the subse-
quent development of China: along purely capitalist channels,
under the benevolent guardianship of the foreign capitalist
groups. If ‘stands to reason that the infernational® bourgeoisie
most of all fears the first path of Chiiiese development; an
alliance between the-fighting, though not yet victorious' Westera
European proletarian masses and'with - the proletarian State of
the U."S. S."R. and the broad miasses of ‘workers, peasants and
artisan§ of China would represent such a tremendous. forcet that
would “to a considerable -extent guaranfee the victory of ‘the
interpational revolutjon. In estimating the international situation,
the Chinese national revolutionary struggle for ‘liberatién should
not’ be taken as an isolated entity. It 1§ 4 cormponent part -of
the " great historical transforrhation process:” Trom’ the inter-
national viewpoint it is one of the facters of ‘the process of the
world revolution, ‘which has extended over a’ wholé - epoch. It
is!'just' for this reason that the "Chinese revolution “Signifiés ‘a
treémendous breach in the process of stabilisation of world
capitalism. S BRI E S LR

 DUSUMMARY. -~ e
.-~ We see from. the above that the former method of presenting
the problem of - capitalistic stabilisation - as -one “general’). guesr
tion is, unsatisfactory, or, rather: inadequate. Present-day. wor

economy .is. a. single entitly ‘in the. conventional sense of the
ward. While, in' the pre-war period the ties between the varjous
sections. ofinworld; economy, were immeasurably: weaker than. the
internal. ties. connecting :the wvarious parts of a -given couptry,
after the war and as a result of the war, these:ties have become
still weaker. That is why, so-called “general conclusions” regar-
ding. world, economy as- a. whole . are also _of a,”¢éonventional
Hature, even more so than was the case before the war, A simple
addition of, the indices of the growth of capitalist relations, in

Germany, 1t us “say with -the indices of, décline’ of capitalist

rélations in China and the arithmetical ‘average that results from
that tells us very little, and on ‘this basis: we. capnot, construct
any practical conclusions for the fighting workers’ parties. This
example may be generalised .to. a certain extent. Hence, i{. fol-
lows. that, at the present time a differentiated and. niot a “gene-
ral” presenfation of the problem _of capilalist :stabilisation is
necessary.. Only such a. presentation of the problem. can; help 4s
to decide upon the practical political conclusions and: the various
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directions: for our practical struggle that are to be made. The
countries embraced by world economy, should be divided aprox-
imately into six different groups: first, the U.S. A. which most
-sharply of all expresses the upward curve of capitalist economy;
in this group to an extent may be included: Japan, the British
Dominions, efc.; second, the Soviet Union — the country of
developing socialism, a foreign body within capitalist world
-economty, a factor which most sharply, decisively and consistently
-expresses the anti-capitalist tendency of development; - third,
Great Britain, a country most clearly demonstrating the decline
of the old capitalist world; fourth, Germany, France and Italy,
countries expressing in a rather different way more successful
attempts towards capitalistic stabilisation and an issue — though
unstable — from the post-war crisis; fifth, Czecho-Slovakia,
Austria, Poland and other countries which have become par-
tially “stabilised” at a low level, half decaying and at times
becoming agrarianised; sixth, China, ‘Indonesia, etc., where a
state of profound revolutionary ferment or open civil war pre-
vails and where consequently, there can be no question of capi-
talistic stabilisation ‘whatsoever.

It stands to reason that in each of these groups a similai
lack of uniformity of development is observed and as in the
case of every generalisation, this division into groups does not
by a long way fully express the. real trend of concrete develop-
ment. Nevertheless, such a presentation of the question brings
us much nearer to the real state of affairs and may be considered
as a minimum to start from in estimating the problem of
capitalist stabilisation.

Il. CHARACTERISTIC FEATURES OF MODERN
CAPITALIST CRISES AND THE PROBLEM OF
MARKETS. :

An analysis of the problem of capitalist stabilisation brings
us face to face with the question of the characteristics of the
special and specific crisis which world capitalist economy as a
single system is now -experiencing. There is a very widespread
-opinion among bourgeois scholars and also among the ideolo-
gists of Social Democracy that capitalism'.at the present tifne is
-experiencing a “normal” crisis of capitalist ever-production. Fhis
theory is based on the undoubted fact that over-production is
indeed to be observed almost everywhere, that, as we have seen
above, factories are not werking at full capacity, that the pro-
ductive capacity of the existing productive apparatus consi-
derably exceeds the actual dimensions of production, that a tre-
mendous quantity of labour power finds itself outside the. pro-
ductive process, etc., etc. For the theoreticians of the bourgeoi-
sie and Social Democracy this is quite sufficient to cause them
to consider the current crisis a “class model” of ordinary capi-
talist crisis. Of course such ‘a view about the ordinary, normal
and typical nature of the present-day capitalist crisis” is based
on quite a definite estimation of the present phases of capita-
listic development. This premise may be approximately presen-
ted in the following manner: capifalism has healed its war-
time wounds, capitalism has become stabilised, capitalism has
come out on to the broad road of its normal development, capi-
talism is approaching a phase of great prosperity, or, as this
was formulated by the well-know student of world economy,
Professor Bernhatdt Harms of Kiel: “The principle of the capi-
talist system of world economy has not changed, we are only
just approaching the real epoch of highly developed capita-
lism”. (See “Frankiurter Zeitung” of October 1st, 1926. Report
of the meeting of the “Social Policy Association in Vienna”.)

The same viewpoint was defended at this meeting by Rudolf
Hilferding who repeated the main thesis of an article- he wrot®
previously “On the Problems of our Times” in “Gesellschaft”.
In the opinion of Hilferding the world is on the eve of a new
epoch of the ascendancy of capitalism which will from now on
evolve into organised capitalism, capitalism without wars, a
capitalism which needs only be economically democratised to
obtain the complete. and unconditional sanction of Messrs. the
Social Democrats. As we have already seen above, there are
absolutely no grounds whatever for such an optimistic (from the
capitalist viewpoint) estimation. This problem must now be
examined from the viewpoint of the theory of crises.

First of all we must deal with a system of views which
may serve as the basis of a conclusion in the spirit of bour-
geois optimism. It is well-known that during the war the apo-
logists of this school of thought, on the basis of the crudely

empiric fact of the so-called war boom of industry, constructed
an entire theory which might be called the theory of the econo-
mic utility of war. Indeed, the heavy industry and especially
the metal industry' working on war munitions grew consi-
derably and there was certainly a boom in these branches of
production. As a result of this boom and the corresponding
opoom in the intermediary branches of production, there was a
reduction of unemployment and even a rise in wages in definité
periods of the war. Therefore they could not help drawing the
conclusion as to the high economic utility of the most destruc-
tive occupation that the history of humanity has ever known!1?)
A kind of paradoxical conception resulted, the logical conclusion
of which should be to proclaim war as the best means of se-
euring economiic prosperity. It is not difficult to see the social
class roots of this absurd theory and its absolute bankruptcy in

‘logic. The social-class basis of this theory is the viewpoint, it

is true, of a very influential group ‘of  the bourgeoisie, namely,
the group of industrial capitalists who are directly interested
in the production of military supplies. From the point of view
of this group, and from the point of view of a relatively short
period of time, the war was certainly a most economically ad-
vantageous occupation: it raised the profits or dividends of the

.war. industry. and. it greatly increased the income of the:corres-

ponding circles of the bourgeoisie. Nevertheless, this viewpoint

_is absolutely absurd. Firstly it confuses the interests of national

economy as a, whole with the interests of a definite section: of

.the ruling bourgeoisie. Secondly, it applies only to::an extre-

mely limited period of time. This twofold short-sightedness, it
one may so describe it, which is firmly entrenched in greed
for  protits, has been best of all exposed by the sad fate of
Russian capitalism and its foreign creditors. For, in the last
analysis, “the war boom” wiped off the face of the earth the
stoutest songsters of this very war prosperity. It is not difficult
to understand what the matter is here. From the viewpoint of
the social whole, unproductive consumption, i.e., the kind of
consumption which does not enter further as an element of the

‘process of reproduction, acts 4s a brake on the development of

productive forces. Unproductive consumption, if it grows con-
siderably in quantity is nothing else but the reverse process to
expanded reproduction: “in this case we have the systematic
destruction of 'productive forces and thereby the contraction of
the entire productive basis as a whole, This is by no means

‘contradictéd ‘by the fact that during a definite period of time

this process may be accompanied, for a certain group of eco-
nomic units (as' opposed to the entire social entity), by a growth
of their economic power: this is possible owing to. the re-
distribution of national income and the redistribution of pro-
Jductive forces. With the general decline of productive ' forces
and a decrease in the total national income, a definite sector
of the economic front might grow and develop at the expense
of other sectors, but even this (which. should be particularly
emphasised) applies only for a definit¢ period of time.
Unfortunately, strange though' this 'may seem, the above
absurd theory might also be based on certain incorrect theore-
tical conceptiods of Comrade Rosa Luxemburg, who, it will be
remembered, regarded militarism as a form of capitalistic ac-
cumulation which maintained the capitalist system in a state of
economic equilibrium. Evervone will remember the controversy
we had to conduct some time ago against the article written
by Comrade Boris, which creatéd such a stir at the time. This
Boris based himself on the theory of Comrade Rosa Luxemburg
and asserted that the war period was a time of unusual growth
of the productive forces of capitalist society and its productive
apparatus. Indeed, during the war, in the countries directly in-
volved in this war and subjected to its destructive action, in
the countries where the trend of production was turned sharply
round fowards unproductive consumption, the following pro-
cesses took place: firstly, general impoverishment and destruc-
tion of the productive forces of the country as a whole, secondly,

2) In connection with this a theory was also founded con-
cerning the various aspects of economic life. For instance the
well-known theoretician of the Russian bourgeoisie — Professor
Tugan-Baranovsky founded a “new” theory of the circulation
of money, according to which the separation of paper money
(specific influence of the war) from its gold basis was declared
to be a trifling matter from the viewpoint of “Hourishing” war
economy.
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the growth of production in some of the commanding sectors.
It was quite a different matter with, such countries like the
U.S, A. for. instance, which were barely subjected to the de-
structive action of the war and which, in exchange for the
instruments’ of destruction which fhey produced for the Euro-
pean, countries received real values (gold or goods) which could
to a ldrge extent be utilised for productive purposes also. The
jnflated war industry of the United States, .in exchange for its
products, . received a productive equivalent, whereas the belli-
gerént countries fired the accumulated values. igto the air. Even
if we take .into consideration the fact that a certain part of the
manufactured ; goods sold - during the war by the U.S. A. to
the Delligerent. countries of Europe was paid for, not directly
in productive values, in the form of gold or securities, never-
theless there was a growth of economic power on the part of
“America, while on the European side, there was an unproduc-
‘tive’ dissipation .of accumulaged Vc_?gftal and a direct enfeeble-
‘mient ‘of their ‘economic position. This, by the way, explains to
‘a’ considerable extent the' tremendous shifting in the relations
betwéen’ countries which took place as a result of the war.
This, a‘i’r,igi@ other  things, explaj.x}s, the farceful entry of America
as the ‘l'é'id%ﬁg power on the world market. ,

For ''the - belligerent - countries the war not only meant de-
crease of productivity but also'’the catastrophic impoverishfient
of .the. broad musses. of “the -people, the expropriation of the
middle classes, etc.: At the-same titiie jt should ‘be observed' that
the demands of the war served by industry ‘led to the produc-
‘tive apparatus of the war industry having to be maintained and
:at.times evenincreased at the expense of failing' to satisfy even
‘the most elementary needs ofi‘the masses.” Figuratively 'speaking
thdots: and coats were -turned “into lathes sfor making shrapmnel
-shells. B e wilT N

"The above arguments provide 'a ‘basis for correctly pre-
serting the question of fie’present crisis. When Marx developed
his''theory of “normial”'crises” of capitalist over-production, one
,of the component and in Tact, flie most important part of this
theory, "\vasjthe'c,once%ﬁon of 'the "periodical - nature of these
‘crisis and-the regular change of vafious phases of the industrial
tycle. "One 'of the ‘chief “etiignfas”” that arose in the study of
the 'nature ‘of these crises was just this periodical occurrence,
e, a certain ‘régularity in' the outbreaks of contradictions in
the ‘capitalist system, which receive thé name of crises. The ex-
planation of their periodical occurrénce and even the explana-
tion of approximafely a ten years interval between each cycle
whi¢h  Marx, ‘it wall 'bé rememibered, connected with the invest-
fitent’, of ' basic capital, was, one of the characteristic, features of
the’ MarXist téachings on crises. If this periodical element did
not’ exist, wé would be faced with the crisis just the same, but

a_crisis of ‘a special kind which, while having in one degree

ar arbther elemiepts in common “with’ the crises investigated by
Marx, would nevertheless clearly differ from the latter.

_ The war ‘itself, for instance, can be regarded as a special
kind of ‘crisis. Indeed, the war ‘was a manifesfation of the sharp
cotitradiction existing between the growth of productive forces
of capitalist states 4nd the limited productive relations. of capi-
talisih reinforced by a system of State organisations. Capitalism
endeavours to solve this ‘contradiction by fire and sword, and
as'in all crises, it was accompanied by the destruction of pro-
ductive forces. This consequently was also a “crisis”, but it
would be absolutely absurd to place the “normal” crisis of
capitalist production on a par with war. For war is a “crisis”
the qualitative featuires of which greatly distinguish it from
normal crises.

We should distinguish (if we take other questions nearer to
the subject we are engaged on) three series of phenomena: The
“normial” crisis of capitalist over-production; shortage crises of
under-production and wunder-consumption characteristic of the
most acute periods of the war and finally, the present crisis of
over{production in its quite specific form, which distinguishes
it from the crisis of capitalist over-production of pre-war days.
If we examine the present critical state of the capitalist system,
then, as we have already said, the actual fact of this over-
production will be distinctly observed. It should be mentioned
that in the present case the term oversproduction does not signify
an excess of goods produced in relation to the real requirements
of the masses, but over-production in relation to the so-called
effective demand, i. e., the demand based on the real purchasing
power of the masses, i. e. corresponding to the market. Similarly

‘thattproduction ran “ahead of increasing’ consumption.

it should be observed . that we are speaking of so-called genenal
over-production, i e., over-production which is abserved on all
or nearly all sectors of the economic front.. This fact ds eloquently
illustrated by the fact that enterprises in the most varied branches
of industry are working less than full- capacity. Consequently,
we are confronfed with a tremendous disproportion between
production and comsumption, or in.other words, we are faced
with an unusually clear expression of most profound contradic--
tions. Everyone knows that it is this contradiction, which lies
at the basis of the, ordinary capitalist crisis. The disproportion
between production and consumption, however, may be revealed
as.a result of a different combipation of the dynamics of produc-
tion and consumption. Production may .grow and consumption
may, grow, but if production increases more rapidly than con-
sumiption, we will get over-praduction;. preduction may keep at
one level while consumpftion falls: In such a case we would also
get over+production. Production “may. fall but consumption may
fall still more rapidly, in this case also, we would have over-

‘production. What was’ the characteristic feature of the “normal”

crises of capitalist over-production? It was that these crises were
expressed by an outburst of capitalist contradictions on the basis
of th¢ upward curve of capitalist development. The erises solved
this’ contradiction, ‘only cnce more “to” comirience “the cycle .of

‘development, but “at a 'heWw stage ‘of the capitalist productive

process. at a’ higher!level ‘than the former stage, There was, at
tirst'a development of produative forces. The dispioportion bet-
ween - production and Cémsumption  took: place on such a basis
If we
follow the entire history of capitalist relations, we see that frém
the viewpoint of the market, it has been expressed.in steady
growth. - Consequently:. ‘both production and. consiimption grew
simultaneously, but +¢qnsumptioh perioditally ‘lagged behind
production and as a result-there were contradictions which found
their expression in crises. = -

What is the position mow? ‘The state ‘of affairs now is that

-disproportion between production and ' consumption has been

brought about not so :much because the productive apparatus has
grown (there are grounds for econcluding that the prodsctive
apparatus has really. grown in a number-of branches) but because
the war has caused quite extraordinary. impoverishment and Has
greatly restricted the internal market. Tt would be quife vain to
make sophistic attempts here to devise a peculiar economic theory
of relativity which would assert that we should only take the
relation and not bring in the “meaningless” ‘question as to from
which side equilibrium is disturbed. From the viewpoint of a
proper understanding of the main causes and nature of the
present crisis, this question cannot be ignored. Our presentation
of the problem is quite in keeping with actuality and links up
the *present crisis of over-production with the shortage crises
of under-production and unider- consumption of the war epoch.
Indeed, the demobilised, intlated productive apparatus of indu-
stry ‘in- which  various  technical improvements had been intro-
d.‘xi(:édg encountered in its productive operations the extreme im-
poverishiment of the masses which is the main “motive cause”
of the présent crisis. The latter therefore represents a modified
form of the post-war crisis of capitalism in general, and not
what ‘the apologists for the capitalist system and the Social De-
miocratic theoreticians picture it _to be.

It stands to reason that all the concrete reasons of the present
crisis are not to be found merely in this “contradiction between
production and consumption. The war upset the economic equi-
librium of the mations, and the various branches of industry;
it Balkanised Eurcppe, set up an infinite number of new customs
barriers, it greatly increased the military budget in a number
of countries (like Poland), etc., etc., But all these factors which,
by the way, are particularly emphasised by the prominent Ger-
man Social Democratic Economist Fritz Nafthal in his article
“Problem der Krise” in No. 8 of the “Die Gesellschaft” are only
a further proof ot the “extraordinary character” of the present
crisis. Nevertheless. this author, who has got nearer than anyone
else to the problem of the nature of the present crisis, thinks he
can wholly associate it with the Marx teaching .on “norma!”
capitalist crises. By this he does — as Marx himself said on
a rather different matter — “Both too much honour and too much
dishonour simultanieously” to Marx. What is more, Nafthal re-
legates consumption absolutely to the background, which is by
no means in keeping with a correct understanding of Marxist
teachings. As if unnoticed by himself, he seems to discard the
factor we have already spoken of, the absence of a regular

. periodical nature in the trend of the present-day economic situa-

tion. From the viewpoint of Nafthal, who in this respect, takes
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a jpath common to.ail Social Democrats'®) the feverish curve on
the economic chart, which is characteristic of the present. crisis,
has no significance whatsoever, although at the beginning of
his article he talks about this distinctive symptom of the present
day. However, one must miake one’s choice: either this factor has
significance; in that case the present crisis cannot be summeéd
up under the heading of “mormal” crisis. of capitalist production;
in that case it -is necessary to consider -the specific curve.of
present ‘development ‘as something quite secondary. Any theory
that pretends to be ‘correct, should, above all, be in accordance
with reality and this reality convinces -us-in extremely imposing
language that the ‘present crisis' of over-production is a continua-
tion of the post-war crisis of capitalismy in general that it has
fdatures sharply distinguishing it from' the usual capitalist. crises.
This “abnormality” is nothing else- but -an expression of the
entire ‘conditional, temporary and‘ unstable nature -of: so-called
capitalist stabilisation.” ° ' S e : :
"~ Our. analysis also miakes dquite clear the cardinal® fact that
at the present time, the bourgeoisie is sharply confronted with
the problem of markets “and -especially the problem of :foreign
markets. Indeed, if the main basis of the present crisis of over-
production is the impowverishment of the masses; i. e., the extreme
contraction of the home markets, then the problem of the foreign
markelts  should be brought up forcefully: The' capitalist bour-
geoisie which runs industry from the standpoint of ' prefit and
by no mieans from ‘the ‘aspedt of satisfying the demands of the
masses, by its very mature cannot transform a part of its profit
into the wages of the working: class in erder to increase the
internat markets. On the contrary, it seeks measures which are in
quite -the -opposite direetion: at the cost of decreasing wages of
the prolétarian miasses, ‘it endeavours to conduct a more ener-
getic struggle tor conquer foreign markets. Here, by the way,
the profound difference of principle between development on
capitalist lines and -development on socialist lines is once more
to be seen. In the U.S.S. R, a ‘rapid growth of production -and
extension of ithe-jproductive apparatus is taking pldce, but this
developmehit' 1s impelled by quite a different stimwiius, namely,
the desire ultimately to raise the standard of living of the broad
masses of toilers still higher. That is why in the: U.S.8.R,
efforts are concentrated on the home market;-and not the foreign,
whiich is tthe very opposite to-what is done int capitaliét countries.
Again and again historic facts confirm the fundamental anta-
gonism between dapital and labour, between imperialism, which
is trying to win back its stable ‘pre-war positions and the new
world of growing siocidlist relations.

I1I. .REGROUPING OF POWERS AND THE CHIEF
LINES OF INTERNATIONAL POLITICS.

Jt is a well known fact that the cenires of economic life
have been transferred from old Europe to other continents, first
and foremost to the United States of America. As far as trade
and ‘the export of capital are concerned, the world centre -of
gravity has been shifted to that enormous country of the ex-
tremely robust and powerful American capitalism. The tendency
which was clearly visible already in the pre-war period was
greatly accelerated by the trend of the war and continued
throughout the post-war crisis. American economy undoubtedly
has eeonomic command over all the other countries. This process
of the “economic domination” of the United States must not
be over-estimated however. The main figures which might serve
as an illustration of the above mentioned process are as follows:

In 1913, Ewrope’s share in the world’s foreign trade (to be
precise, in the trade of 32 of the most important countries)
represented 64,4%. By 1923—24 it decreased to 57,4%, while
during the same period, America’s share increased from.21,1%
to 20,8%. Moreover the share of the United States increased
from 11,9% in 1913, to 17,3% in 1924*). Above we gave data
concerning the growing share of the United States of America

13) It is sufficient to read, for example, the following passage
from Leirnter’s “Der Lebendige Marxismus”: “However much
the present crisis may seen to bear peculiar features, however
much its causes may -appear to lie not in the roots of the capi-
talist systemt, but appears to be a catastrophe caused by the
economic and. political terms of the Peace Treaty, the analysis
of its causes proves it to be a class model of the Marxian theory
of crises, All the causes enumerated in the Marxian theory of
crises are repeated in the present crisis”.

and the dwindling share of Great Britain in the worid produc-
tion of the most important industtial commodities. We want to
add only a few figures regarding the share of Europe as a whole.-
Europe’s sharé in the produdtion of coal went down from 50,1'%-
in 1913 to 45,4%. in 1925, in the production of carst iron during
the same period from 58,7% to 47,9% in 1925, in steel smielting
from 56,0% to 45,8%), in the consumption of cotton from
53,6% in 1913 to 38,8% in 1924'°).

Europe’s loss went almost. .entirely to increase the share of
America. . ; ‘

At the: same time the credit relgtions of the-capitalist States
were undergoing a radical change. The United States which had
freed itself entirely from foreign debts became Europe’s creditor.
Suffice it to say that towards the.end of 1925, Europsgan States
(exclusive of the U.S.S:R.) owed-to the United States 13,246
million . dollars which: constitutes ,53% .of the entire indebtedness
of the-European. States'’). The transfer. of gold from Europe to
America resulted in that instead of the pre-war 58,8%  of the
world gald g;gs,enve, (including the gold in circulation) there re-
mained, in Europe by 1924 only 31,4%. of that reserve, whilst
Ameriga’s share increased during the same period from 25,7%
to 55,2%).., . - , : ‘

Another important eircumstance is the tendency of the hege-
mony ‘in the export‘of capital shitting from Great Britain and
other Europpean countries to the United States. Whilst in: 1913
British capital invested abroad amounted to 23,714,000,000 and.
U.S. A. capital to 2605 million dollars (i. e., one seventh of British
capital), the proportions visibly changed in 1924. That ‘year Great
Britain invested abroad £ 3,400 millions, and the 'U.S. A. — 9,090
million - dollars, i. e. only dbout "one-third less than Great
Britain'®). The same tendercy is indicated by such an important
register of the export capital as the foreign emission:  of
securities. While in 1922%¢), the foreign emission of the U.S. A.
constitmted on an average 52,6 million dollars a month and that
of Great Britain 54,1 million dollars (against 80,1 million dollars
1n- 1913), and ‘whilst: in 1923 the corresponding figure . for ;the
U.S.A. is 229 million dollars and for Great Britain 49.6 million
doMars, in - 1924 the U.S. A, foreign emission is. already 83,8
million .dollars- a month and that of Great -Brifain is .only
49,9 million dollars, the average monthly emission of the U. S. A.
in 1925, ‘being 91,0 million dollars and that ot Great- Britain
30,8 million dollars. : : ot

. If we take the moost recent period we can see that owing to
the beginning of a rise in some Europedn countries” an upward
tendency om the part of Europe is observed. )

In a number of economic spheres Europe’s share shows a
slight increase. For instance Europe’s share in the foreign trade of
the world increased somewhat in 1924—25: while in 1923—24 this
share amounted to 57,4%, in 1924—25 it constituted 58%, Ameri-
ca’s share falling correspondingly from 26,8 to 26,4%2). It is true
that in 1925—26 owing to the Brifish strike (Europe’s share again
decreased .somewhat. Europe’s share in the werld consumption
of cotton-has been rising from 38,3% in 1924 to 41,3% in 1925%).
The percentage of Europe’s gold reserve to the world’s gold
reserve amounted in 1925 to 322% as against 31,4% in 1924%9).

1) Data of the World Economy Section of the State Planning
Committee.

17y “Control Figures” pp. 150—52.

16) See “Mirovoye Khozaistvo”
1013—-25, p. 76.

17) According to data of the World Economy section of the
State Planning Committee of the U .S.S.R.

818) “Planovoye Khozaistvo” (Planned Economy),
p. 282.

%) Datta of the World Economy Section of the State Planming
Committee. . We wish to point out that they are drawn from
different sources for Great Britain 1013 — Paish, 1924 — H, Fick,
for America 1913 —S. Chase, for 1924 — official estimate.

20) There are no pre-war data with respect to America.

21) Data of the World Economy Section of the State. Planning
Comumittee,

) See “Mirovoye Khozaistvo” for 1913—25 p. 76.

%) “Planovoye Khozaistvo”, No. 8, p. 282.

(World Economy) for

No. 8,
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_ Another extremely important factor in international economiic
dife, a factor which in itself determines also ithe fundamental ten-
dencies in the sphere of international politics is, on the one hand
the decline of Great Britain and on the other hand the new type
of Indusirial development of France, which is becoming converted
from a State of rentiers, from the role of wsurer, into an indu-
strial country of first rank. Finally another factor is the rise of
German capitalism, which is once more becoming the main eco-
nomic centre of the European continent. )

These fundamental economic factors serve as the principal
basis for the regrouping which is taking place among the*various
powers. The main tendency of these regroupings, as far as it
effects the relations between capitalist States, can be defined as
the collapse of the famous Versailles Peace, the collapse of the
Big Entente and the disintegration of the League of Nations, this
fundamental international tool of the Allies which — the irony of
it! — receives the greatest praise from its Social Democratic
admirers. ' o o ' i

" .. Economic lines and the law, of economic development uldi-
ntately cut a path for themselves through all obstacles and re-
ceived some kind of outward political expression. It is mot for
nothing that politics are defined as concentrated economics. The
Versailles Peace with all iits political consequences could oniy be
maintained on the basis of the extreme subjection of German
national economy. In so far as decisive changes are taking place
in this -field, in so far as the main force of the allies — Great
Britain despite her victory in the world war is economically
sliding down an inclined plane, the very foundations of the Ver-
sailles, Peace are inevitably bound to be undermined. We will
endeavour to sketch here the main stages of those international
political changes which have resulted irom the changes in the
economic sphere.

The triumph: of the Versailles Peace reached its zenith with
the ocoupation of the Ruhr by French troops. America, the most
powertul. capitalist State in the world, stood iaside: from Euro-
pean ‘politics which were -literally in a state of chaos. America
thesitated: to fertilise European egonomy with the golden rain of
her credits, fearing to tie up her capital in cotntries whose very
capitalist character was very much in question. In Europe poli-
tical - hegemony was in the hands of wvictorious .French im-
perialism, drunk with success and armed to ‘the teeth. Germany’
had been scuttled both economicaily and politically. Great Britain
could mot render sufficient resistance to French policy, although
she "by no_mieans desired the complete destruction of Germany,
which could constitute ‘a certain counter-balance to he excessive
growth of influence of French imperialism.

Now let us examire the next phase of development. France
proved to be incapable of “digesting” her ‘Ruhr successes. and
occupation exploits. Then American and to a certain ‘extent Bri-
tish' capital began to intervene. The intervention of America un-
dotibtedly played a big role in the entire- subsequent movement.
The so-called Dawes Plan was devised and applied, which on the
one hand signified the economic and political intervention of
America in the destinies of capitalist Eutope and on ‘the other
hand, helps to start the ascendancy. of Germian, national economty,
fertilised by American credits. France, as the most determined
antagonist of Germany, inevitably is relegated to the background
in such a state of affairs. Great Britain, “collaborating” with
America, once more gets the upper hand in the concert ot Europe.
That is how the ground was prepared for a new stage of rela-
tions which found its international political expression’ in the
Locarno deals. :

Locarno put these plans into force. American_capital carry-
ing out the Dawes Plan, began energetically to operate in Europe
with the support and “aid” of British capital. At the instigation
of Great Britain, behind whose back stands ‘America, the League
of Nations commences to flirt with Germany, promising her that
she will be taken into the League of Nations in exchange for an
open rtenunciation of the so-called [Eastern orientation, which
was characteristic of German, politics of the epoch of greatest
economic and political subjection of Germany. “The spirit of
Locarno” is thus a manifestation of the most powerful regrou-
ping of forces on the basis of a changed political situation in the
centre of western Europe. '

The next stage is Geneva. :American capital does not allow
Great Britain to enjoy the fruits of her victory. Germany is
unanimously accepted into the League of Nations, she is promised
a seat on the League Council. France, which on the one hand is
confronted with the fact of Germany’s economic rise, and on the

other hand the growing antagonisms between herself and Great
Britain, begins to swing round towards a “milder” policy to-
wards Germany, The “spirit of Locarno” in so far as it means
Germany’s turn from an Eastern orientation to a Western, is thus
still more clearly expressed.

The mext stage is the conference of Thoiry. British capi-
talism, with unusal clearness reveals its weaker sides. The social
conflict in Great Britain is economically undermining her, brin-
ging about a still greater ascendancy of European coal producing
States, is liferally saving Poland from economic bankruptcy,
rapidly pushing forward Germany, forcing the output of coal
and ensuring the British market for this output. France makes
a sharp turn towards approachment -with Germany. At the
Seventh Session of the League of Nations she utilises the enfee-
blement of Great Britain to get a majority both at the meeting
of the League and in the Council by bribing a number of small
States with. her “peaceful” policy towards Germany. Whereas
Locarno. signified a swing round towards bringing Germany
into the League of Nations in general, which was done with the
consent of all and on the initiative of Great Britain, now it is
already a question of a real approachement between France and
Germany. Fconomically this finds its expression in the formation
of a powerful continental steel trust, where Germany plays first
fiddle and the principal nucleus of which is represented by the Fran-
co-German bloc. Objectively the Franco-German agreement as well
as the steel trust cannot but signify attempts at liberation from
the heavy hand of American capitalism, despite the fact that
American capital itseli is “participating” in this deal. The
agreement at Thoiry from the viewpoint of ail these machinations
is of outstanding interest. Here all the most important problems
concerning France and Germany were brought up for discussion.
The substance of the deal amounts to the following. France under-
takes gradually to reduce the occupation troops on the left bank
of the Rhine -and conceal the rest, thus giving the occupation an
“invisible character”. Secondly, France during 1927 evacuates
the secomd amd third Rhineland zomes; thirdly, France at the
comimencement of 1927 returns the Saar Basin to Germany
without the plebiscite, stipulated by - the Versailles Treaty;
fourthly, France modifies the method of military coatrol over
Germany, etc. Germany, on her pant gives France 250 million
gold marks in cash in redemption for the coal mines of the
Saar-Basin and places at France’s disposal. Dawes Ger-
man railway bonds to the amount of approximately one and a
half billion gold marks, With the aid of these compensations,
the French government thought it could adjust its currency and
having. definigely ‘stabilised the currency, could at the same time
stabilise the entife économy of the républic. This agreement
however is evidently being undermined by the intervention of
American capital. The American bankers and American govern-
ment consider the preliminary regulation of the question of inter- °
mational debts to be mecessary, knowing very well that the
financial plan drawn up at Thoiry, particularly asfar as the
moobilisation of railway bonds is concernéd, cannct "be settled
without “the aid” of American capital. This intervention of
America makes” the realisation of the plan outlined at Thoiry
impossible. Nevertheless, the rapprochment between France and
Germany (both economic and political) remains a most dmportant
factor of ipresent day international relations. Partly as a counter-
balance to the Franco-German rapproachement arose the rap-
proachement between Great Britain and Haly where capitalism
on the whole (we say on the whole because Italy has evidently
already entered a stage of very serious economic and internal-
political crisis) has achieved a number of very important eco-
nomtic successes (electrification of the country, boom in a number
of important branches of industry) and'is coming out now as the
most aggressive State on the continent of Europe. Antagonisms
have become greatly accentuated between Italy and France in the
Mediterranean and North Africa to such an extent that there has
even been #alk of & military conflict between the countries. Howe-
ver, at the present stage of development this is quite a pronounced
exaggeration. Here it is mecessary to mention another point of
contact between Great Britain and Italy; namely, in comnection
with the probable attempts of the Italian government to join the
united fromt against the Soviet Union. On the other hand, the
changed orientation of Poland also stands in relation with the
general regrouping among the most important imperialist pe-
wers. Poland, which at first was a vassal of French imperialism
at the time when it was most aggresive has been drawn into the
orbit of influence of Great” Britain which actively aided the
Pilsudski coup d’etat. At the present time it would appear that































































