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I. General Section.

“All signs go to show that economic conditions
will worsen comsiderably during the next few months,
and that in consequence the antagonism between the
imperialist powers, the struggle for the markets, will as-
sume even acuter forms than now. In this case there is
likely to be a great stagnation in the international granting
of credits.”

This sentence concluded the general section of our report
on the first quarter of 1925. The events of the second quarter
have fully justified this prediction. There has been a general
wcrsening of economic conditions in the decisively important
capitalist countries. The international partial crises: the coal
mining crisis, the crisis in the iron and steel industry and in
shipping. continue unchanged. The foreign political temsion bet-
ween the imperialist powers has become more acute. In
Morocco an open colonial war against France has broken
out. The revolutionary movement among the Chinese workers
and peasants has led to aggravated antagonisms among the
world powers. In view of all these difficulties, the influx
of American capital into Europe has been checked whilst
England has been compelled to cease granting foreign loans
altogether, in order to maintain her own gold standard.
A general survey of international capitalist economics reveals
today an even greater picture of confusion than three months
ago.

A survey of the general lines of development shows us
the following.

United States.

As in 1923 and 1924, American economics underwent
a crisis in 1925, this crisis occurring each year in the spring.
Production declined greatly in the most important branches
of industry, especially in coal, iron, and steel. The decline
in economic prosperity was not so great this spring as last.
This shows that in general American economics are taking
an upward trend, apart from the periodic fluctuations. The

motor car and building industries in particular "have main-
tained their previous level. The hope that the United States
would succeed in placing a considerable part of their stock
of gold has not been fulfilled: the export of gold has decreased
from month to month, and by May had fallen to a very
insignificant amount. On the other hand, the trade balance
is increasingly favourable. The export surplus will amount
to over a milliard dollars in this financial year. Whilst the
United States are induced for reasons of political power
urgently to demand the settlement of debts on the part of
their debtors, the American political economists arc racking
their brains to discover in what form of commodity the interest
on the capital invested abroad, and the surplus on the foreign
trade balance, could be paid to the United States.

England.

England’s economic situation has deteriorated rapidly
during the last three months. Unemployment has increased
from week to week, despite the favourable season. In pre-
vious years the second quarter has invariably witnessed a
decline in unemployment. The number of unemployed is
larger by a quarter of a million than at the same time a year
ago. The re-introduction of the gold standard has brought
no improvement to economic life; on the contrary, it has
rendered it more difficult to sell British goods abroad. Dis-
content is growing among the workers, and wide - spread
labour struggles are imminent. The optimistic tone hitherto
adopted by the English press has vanished. There is a ge-
neral feeling of depression, and nobody knows any way out
of the crisis,

France.

During the period covered by this report, the French
currency has again greatly depreciated in value. The result
of Caillaux's financial reform has so far been an open inflation,
an increase of the notes in circulation to the value of 6 mil-
liard francs, and the open discrediting of the franc by the
issuing of a new loan, the interest on which and the capital
are no longer paid in paper francs at their nominal value,
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but are reckoned in dollars. On the other hand, the further
depreciation of the franc has arrested the beginnings «{ a
decline of business prosperity in France (mentioned in our
last report), and has somewhat stimulated sales abroad agum.

Italy.

As in France, there has been a sharp depreciation of
the currency in Italy. The causes of this phenonomen will
be dealt with later on.

The Belgium franc has followed in general the depreciation
of the French,

Germany.

During the period of this report, Germany's economic
situation has developed unequally and inconsistently., The
cessation of the influx of foreign capital has brought about
a renewed shortage of money, leading to the collapse of :he
Stinnes concern and to difficulties in many other undert (kings.
The- total result at present is the stremgthening of bank
capital as compared with industrial capital.

In Poland, Czechoslovakia, and the other smaller coun-
tries of Europe, the economic situation has worsened rather
than improved,

It may be stated in general that there is still no uniform
trend to be observed in the development of international
economic conditions. Further developments will greatly de-
pend on the result of this year’s crops. The prospects of
the crops are in general favourable all over Europe. The
same may be said of Canada, but in the United States the
prospects are not so good as last year, though better than
at first officially stated. Favourable crops all over the world,
accompanied by no notable increase in consumption, and the
economic conditions obtaining in the countries of Europe
scarcely permit of greater consumption, will probably
bring about a further fall in prices, and a renewed disparity
between the prices of agricultural and industrial products.
This is the more likely to be the case if the Union of Soviet
Republics appears once more on the world market as a grain
exporter on a large scale. The renewed disparity between
the prices of industrial and agricultural products will most
likely affect the United States of America most severely,
whilst the countries of Europe will be compensated by the
excellent crops. There is thus every prospect of a certain
improvement in economic conditions in the Central and
Eastern European countries, and of a relative worsening in
the United States. The improvement can of course only take
place if the foreign political antagonisms do not lead — as
in Morocco — to fresh wars.

The Currency Question.

The most- important event in the currency question is
the return, on 28. April, of England, Australia, New Zealand,
Holland, and Dutch India, to the gold standard. South
Africa followed on 1. June.

In our last report we dealt in detail with the contra-
dictory opinions held with regard to the return to the gold
currency in England. Publications which have since appea-

red, especially the description of the whole action given in .

the July number of the “Federal Reserve Bulletin”, show
that this measure had alrady been decided upon at the be-
ginning of the year, Churchill merely waited for the pur-
pose of creating a political effect by his budget speech. The
understanding between England and the United States with
respect to currency credits to England was obviously arrived
at at the turn of the year, on the occasion of the visit paid
by the governor of the Bank of England, to America

The basis upon which the gold currency has been rein-
troduced is shown by the report submitted to the government
on 5. February by the special commission working under
the chairmanship of Chamberlain. (After Chamberlain was
appoited Minister for Foreign Affairs, the presidency was
taken over by the former member of the reparation com-
mission, Bradbury). The substance of this report is the state-
ment that the payment balance of England, and the gold
reserve, afford the possibility of again permitting the free
export of gold. On the other hand, the commission expres-
sed itself opposed to the obligation of redeeming the notes
in gold coins, regarding this as:

“in itself inessential under modern conditions for
the maintenance of the gold standard. . . . . the use of
gold for home circulation is a luxury which we can easily
dispense with, and which we should actually not be in
a position to afford, at least during the next few years."
(Points 43 and 44 of report,)

In actual fact only the export of gold in amounts to the
minimum approximate value of % 1,500 has been permitted.

This means that though gold is being employed for the
purpose of maintaining the pound at gold par, gold is still
not being used for inland circulation With the exceplion
of the United States and a few neutral countries, this pro-
cedure has become general at the present time, and signifies
the acceptance of the principle that though gold is 1ndispen-
sable in international intercourse for the maintenance of tae
stability of a currency, it is superfluous for this purpose In
inland circulation,

The_restoration of the gold standard in England has been
rendered possible by two great loans raised by England in
the United States; a credit of 10 million dollars from Morgan
to the English government, and a credit of 200 million dollars
from the Federal Reserve Bank to the Bank of England.
These loans are to be held in readiness, should the m:in-
tenance of the English pound at par render it necessary —
but solely in this case — for the purpose of purchasing pound
bills, or for exporting gold to other countries for England's
account. The rate of interest is 1% higher than the discount
rate of the New York Rescrve Bank, but cannot fall lower
than 4% or exceed 6%. Should the discount rate rise
above 6%, the credit will be granted at the bank rate.

In his budget speech Churchill declared that these great
transatlantic credits have been received by us, and are being
held in readiness, as an express warning to speculators of
every description and in every country, in order to show
them what resistance they will encounter, and what reserves
oppose them, should they make an attempt to disturb the
gold parity which has now been fixed by Great Britain.

The agreements between the banks were made as early
as January. England's return to the gold standard was only
rendered possible by the aid of America, and shows the
dependence of even this most firmly established of the Euro-
pean capitalist empires upon the United States. It is only
natural that the Council of the Federal Reserve Board, on
22. May, should have “taken cognisance of this advancement
with the greatest satisfaction”., The “Federal Reserve Bul-
letin” states that it is hoped im America that the stabilisation
of the currency in those countries forming the best markets
for American agricultural products will place commerce with
these countries on a securer basis, and facilitate financial
relations,

The release of gold for export led within a few days
to the restoration of the parity of the pound sterling, and this
has since been maintained without any outflow of gold from
the safes of the Bank of England. It is not yet quite certain
whether the maintenance of the gold standard will continue
to be so easy

“Until the normal demands of the autumn have been

* fulfilled, it is too early for us to congratulate ourselves

on the ease with which we have passed this important
milestone.”

Thus writes the “Economist’” on 4. July.

As we already mentioned, the restoration of the parity
ot the pound sterling has not brought about any improve-
ment in the economic situation in England. On the contrary,
it has rendered the sale of English goods abroad more dif-
ficult, although there has been no rise in the level of inland
prices, as was at first feared by the English industrialists.

If we ask ourselves why the English bourgeoisie decided
upon this step against the interests of English industry!), we
are led to conclude that the decisive factor has been the
consideration accorded to the Dominions. The English

') As late as 20. April the Association of Exporters and
Importers in Manchester addressed a memorial to the govern-
ment, according to which the -

“government should give some guarantee that its
currency policy pursues its present lines approximately
for some years to come, and that the prohibitnon of gold
export is retained until international relations are more
settled.” (“Times”. 20 April)
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settlement colonies, both politically and economically, are
approaching more and more the United States?).

There exists a danger of the Dominions separating them-
selves financially and as regards currency from England, and
going over in some form to the dollar standard. The mone-
tary unity of the British Empire could only be secured by the
restoration of the gold parity!

Whilst England has been returning to the gold standard,
the currencies of the other European “victorious' countries,
France, Belgium, and Italy, have suffered severe depreciation.
The French franc has fallen to 109 to the pound; the Belgian
. franc has faithfully accompanied the French in its fall; the
Italian lira has sunk to 144 to the pound sterling. And it
must here be remembered that the French and Belgian francs
depreciated even further in the spring of 1924, but improved
suddenly in response to the support action; the lira, on the
other hand, has never fallen so low as this.

We have already dealt with the situation of French
finances in detail in our various reports, and shall here
mention only the most striking points, in order to avoid repe-
tition:

1. The French budget invariably shows a deficit, though
this decreases from year to year,

2. The national debt consists to a great extent of short
term floating loans, requiring renewal at short intervals. If
the French “savers" (peasants, petty bourgeois, officials) are
not inclined to renew the bonds when due, and demand re-
payment in cash, the French state treasury is not in a position
to pay; the state is forced to raise the necessary money by
a fresh issue of bank notes.

3 In the course of the next few months bonds to the
value of 22 milliards will become due. The French savers
having finally discovered as the result of long years of ex-
perience, that it is very poor business to subscribe loans to
the state in nominal paper francs when the currency is de-
preciating, since the value of both the income derived from
the interest and of the capital itself lessens from vyear to
year, there is a great danger that the bonds will not be
renewed on expiration,

4, The situation is rendered still more acute by the
Morocco war, and by the ultimative demand on the part of
the United States for the settlement of the war debt, France
being given to understand pretty clearly that it cannot calcu-
late on fresh credits until these old debts have been settled.
England is making the same demand.

5. All this has led to a "confidence crisis” in France
itself. The French savers have begun to accumulate foreign
securities in place of paper francs and state papers, a pro-
cedure bound to lead automatically to a depreciation. It can-
not be ascertained with certainty whether America or England
has exercised a conscious pressure for foreign political re-
asons; the private speculators, who suffered enormous losses
as a result of the then successful action in support of the
franc, appear to be holding cautiously back this time. The
more so as the intervention credit of 100 million dollars
raised at that time in America is alleged to be still at the
disposal of the French government. The centre of the de-
preTfiation movement appears in any case to be in France
itself.

The measures hitherto adopted by Caillaux, the ‘“radical”
finance politician of the French bourgcoisie, do not permit
of any conclusion being arrived at as to whether the big
bourgeoisie considers the right moment to have arrived for
a stabilisation, cr whetker it prelers to continue the expro-
Eriation of the petty bourgeoisie, peasantry, and working class,
y means of the inflation That a stabilisation is possible,
at least for a certain length of time, has been shown by the
success of the action in support of the franc in the spring
of 1924, and by the examples of Germany, Poland,
Austria, etc. Provided, of course, that the war in Morocco
does not assume too great dimensions.

?) Just within the last few days an Australian loan to
the amount of 100 million dollars was agreed upon. Of this
75% is put up for subscription in America, 25% in London.

Antagonistic tendencies exist within the bourgeoisie itself.
The export . industry is in favour of the continuation of a
slow inflation, giving it a great advantage over its competitors
in the foreign markets. The big landowners are equally in
favour of inflation. For the bourgcoisic inflation "and stabili-
sation are not principles, but merely a question of profit!

Caillaux's measures are definite on one point only: On
no account is the bourgeoisie to be called upon to make
the slightest sacrifice for the purpose of placing state finances
on a sound basis, or for the sake of stabilisation! The French
socialists have begged in vain for alms, for a pseudo-measure
against the bourgeoisie, which they might at least parade
before the proletariat whilst continuing to support this same
bourgeoisic. Their motions were brutally rejected; they have
been forced to vote against the budget. Their patriotic
attitude in the Morocco question has been in vain. Every
shade of the bourgeoisie, from “radical” to conservative, have
united under Caillaux's lecadership to cast every burden off
their shoulders. The “Left bloc” has been shattered, the
last remnant of the “democratic pacifist’ era in France has
been liquidated.

With regard to the concrete measures taken by Caillaux,
these are, in substance, as follows:

1. Establishment of balanced state finances for 1925 —
on paper! At the present moment nobody can foretell what
the Morocco war is going to cost; nobody can foresee what
revenue the taxes will bring if the franc continues to de-
preciate.

2 Increase of the bank notes in circulation, and of the
advances made by the bank of issue to the state, by 6 milliard
francs. to a total of 51 milliards.

3. The issue of a new loan with stable value interest.
That is, the 4% interest to be paid in paper francs rises
in proportion to the difference between the rate of exchange
of the dollar and the franc, or between the value of the
franc at the time of the loan and at the time when the
interest is paid. Thus, for instance, should the rate of eq-
change be 100 francs to the pound sterling at the time of
the issue of the loan, and the average rate exchange during
the hall year preceding the payment of interest be — let
us say — 200, then 8% interest has to be paid, according
to the nominal value, in place of the 47,

4. The floating debt of the state is not to be increased
further after the new loan has been put up for subscription
— apart from the advances made by the bank of issue.

If we examine closely into these measures, we arrive at
the conclusion that, stripped of their attractive phraseology
and paper decisions, they bear a decidedly inilationary
character. The really tangitle points in the measures — the
increase in the notes in circulation and of the advances made
by the bank of issue, and the issue of a stable value loan
— head straight for further depreciation. The "Economist"
observes very rightly that the French government, in creating
a loan of this kind, with stable value interest, plainly ex-
presses its own mistrust with regard to the further fate «f
the franc. And if Caillaux besides this is going to reduce
the bank rate in order to ‘create confidence"”, -then we can
only admire his audacily, and the credulity of the French
who can accept all this as preparations for the stabilisation
of the franc. The purport of the reduction of the bank rate
is the desire to induce the French savers to buy state se-
curities, which have greatly depreciated, instead of accumu-
lating cash or foreign bills,

The rate of exchange of the Belgian franc has continued
to follow that of the French, but not at quite the same speed,
so that the agio of the French franc in relation to the Belgian
has almost disappeared

The causes of the recent depreciation of the lira appear
to be more complicated. Neither the condition of state
finances nor of inner monetary affairs seem to furnish a reason
for this acute depreciation. The sole reasons which can be
adduced arc the extremely adverse foreign trade balance and
the political pressure exercised by America and Englnad with
regard to the consolidation of the war debts,

No great changes have taken place in the currency values
of the other countries during the period covered by this
report, as will be seen from the following table:
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Rates of Exchange for Foreign Bills in New York.

(Cents per foreign unit, per pound sterling, dollar.)

1914 1925 1925 1925 1925
July Jan. April 15. June 13. July
Belgium . . . . . . 4,56 5,06 5,02 4,74 4,84
Bulgaria . . . . . — 0,74 0,74 0,73
Denmark . . . . . 16,04 17,80 18,78 18,94 20,59
England . . . . . . 4,52 4,78 4,86 4,86 4,86
Finland . . . . . . 2,51 2,52 2,52 2,52
France . . . . . . 5,12 5,39 5,16 4,82 4,70
Greece . . . . . . — 1,76 1,80 1,66
taly . .. . ... 4,30 4,16 4,06 3,89 3,73
{{apan .......
ugoslavia . . . . 1,19 1,63 1,63 1,73
Norway . . . . . . 13.42, 15,26 16,79 16,90
Roumania 0,43 0,52 0,47 0,46
Spain . . . . . .. 13,31 14,17 14,53 14,59 14,52
Czechoslovakia ., . 295 3,00 2,96 2,96 2,96

Stabilised: Germany, Poland, Sweden (gold), Switzerland,
Holland (gold), England (gold), Austria, Hungary.

The Movement of Prices.

The index figures of wholesale prices show a downward
tendency corresponding to the worsened economic conditions
“and the fall in the prices of agrarian products. The depreci-
ation of the French and Italian currencies which took place in
June is not yet expressed in the price level. England's return
to the gold standard has not been attended by any great re-
duction in prices. The price table gives the following survey:

Index of total trade prices (1913/14 — 100)?%)
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1924 June 145 186 465 566 101 158 173 169 199 176
1924 Oct. 152 180 497 602 116 167 169 164 213 181
1925 Feb. 161 177 137 515 660 125 169 170 183 210 172
1925 March 161 174 134 513 659 122 168 166 195 204 168
1925 April 156 169 131 513 658 119 163 163 197 169
1925 May 155 166 132 519 660
1925 June 163 135

The index figures of the Federal Reserve Board, calcu-

lated on a gold basis, show the following developments:
1913 — 100%).

United States England France Canada  Japan
January 168 175 127 156 100
February 167 175 125 157 168
March 169 171 124 153 162
Aprl 164 168 124 148 157

Unemployment.
The increased unfavourableness of economic conditions

has brought about an increase in employment, this however
being in part balanced by the season workers (building in-
dustry, agriculture). There is an absolute increase of unem-
ployment as compared with previous years, especially in
England. Data are not yet obtainable for all countries for the
last few months, as will be seen from the following table:

3) Data taken from the Economist, Monthly Supplement.
') Federal Reserve Bulletin, June, page 423,

Percentage of unemployed among workers organised in trade

unions. .
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1923 June . . 11,1 11,3 26 93 81 98 79 4,1 153 103
1924 June . . 72 94°'33 58 50 7,4 49 105 194 93
1925 January 9,0 11,5 6,1 15,1 16,3 14,6 10,0 8,1 55 94,6
1925 March . 9,0 11,4 7,0 10,1 151 120 7,4 58 5,1 96,0
1925 April .194 112 7,1 80 11,2 10,8 95 43 49 96
1925 May . . 10,1 112 — — — — - 36 50 95

As to the absolute number of unemployed, this amounts
to six to eight millions in the capitalist world. In England
alone the number of unemployed, if youthful unemployed
workers and those out of work but not in receipt of the dole
are included, is in actual fact 2 millions in round numbers. In
Germany 800,000 in round numbers., In Poland, Czechoslova-
kia, Hungary and Austria, all countries in which unemploy-
ment is widespread, the collective total of unemployed is
approximately one million,

With reference to the United States, we have the follow-
ing estimates®):

Moody's Investors Service for January 1925 . 2,100,000
National Industrial Conference Board, for the spring ’
of 1925 (factory industry only) 1,500,000

(out of 13 million workers)

Russel Sage Foundation for the last 5 years, average 10 to
12% of the working class.

These are all purely bourgeois sources. In view of the
continued downward trend of economic conditions, we may
safely assume that there are at least two million unemployed
in the United States. There is also very extensive unemploy-
ment in Japan: considerably over a million. We give special
data on this in the Special Section. We thus see that the ca-
pitalist world possesses a permanent reserve army of unem-
ployed, scarcely ever lessening in number,amounting to about
6 to 8 millions. The “stabilisation” of capitalism has not had
any effect in this direction as yet.

The International Partial Crises.

In our report on the last quarter we drew attention to
the fact that, despite the disintegration of the world's econo-
mics, despite the absence of uniformity in economic deve-
lopment, and despite the increased degree in which the
countries cut themselves reciprocally from one another by
protective tariffs, there- are nevertheless some branches of
industry in which international crises arise, felt by all
countries. We dealt in particular with the international
coal mining crisis, the crisis in steel and iron production, in
international shipping end ship building, and in agriculture.
All these crisis phenomena continue to exist, and have even
been aggravated during the last few months. We shall here
briefly deal with each of them.

The Coal Mining Crisis.

The coal mining crisis remains as acute as ever.

In Germany the accumulations of stock at the pit heads
have again greatly increased, despite many dismissals and
much short time work. Various capitalist estimates show
10 to 12 million tons of coal to be lying, at the pit heads
or in reserve. This means that capital to about the amount
of 150 million gold marks is lying idle — an enormous sum
in view of the present shortage of capital in Germany!

%) We extract these data from a special report issued by
comrade Loaf on 6, July 1925,
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We: must however admit that the economic policy being
pursued by the German coal cartel is to a certain extent,
incomprehensible to us, for it is by mo means consistent with
the loud clamour constantly being raised by the whole of
the German press with respect to the coal crisis. One fact,
however, seems to be clear; despite the outcry of the
capitalists, the production of coal at the present low rate
of wages appears to bring in sufficient profit to deter the
individual producers from having any desire to restrict their
output,

England. Here conditions are obviously different from
those in Germany. Restrictions on output are being put
rapidly into force There are 120,000 miners out of work.
A large number of undertakings are actually working at

a loss, The weekly output has been as follows:
Mill. tons

1924 1925

March 5.75 5.24

April 5.21 4.58

May 5.46 492

June 4,67 4.04

The output per week is more than half a million tons
of coal less than last year.

During the first five months of the year England's coal
balance was as follows:

Mill, tons
1923 1924 1925
Production 116.6 119.6 110.5
Export . 40.8 33.6 29.0
Remaining for home consumptlon 75.8 86.0 81.4

These figures show not only the reduced export, but at
the same time the great reduction in home consumption.
And since the reserves are greater at the present time than
a year ago, the actual consumption is even lower than is
shown by these figures.

France: Here the situation is relatively favourable, the
country being dependent on the import of coal — consumption
70 million tons, production 50 million, in round figures —
while the inflation wards off foreign competition.

The output per working day, in 1000 tons, has been as
follows:

Year 1913 . . . . 136
January 1923 . . . . 121
January 1924 . . . 145
January 1925 . . . . 160
April 1925 . . . . 157

The number of workers employed fell by 1000 from
March to April ), '
Belgium: Here conditions

are very unfavourable. In
a report published on 2.

July we read?):

"The figures recently published by the Administration
for Industry and Labour on coal mining in May show a
further worsening of conditions. The number of workers
employed has sunk from 175,349 in the month of January
to 164,689 in April, and to 160,520 in May. A falling
off of 8% in five months, The greater number of the pits
have greatly reduced their output, and are now working
only three days in the week. We hear that several
mines, especially in the coal district of Hennegau, have
been placed in an extremely critical position by their
big debts, to the banks, and are unable to raise enough
money to continue running. The deliveries of German
reparation coal have declined considerably,
English and French consignments have also shrunk, but
stil no improvement is observable, for in the iron
industry half the works are idle, and those still working
have been obliged by the lack of orders to restrict their
production, 1t it thus not to be wondered at that the
coal reserves are accumulating again in spite of the
fewer working hours, and have indeed accumulated to
an extent hitherto unknown in Belgium,

% “Le Temps”, 17. June 1925,
?} “Borsen Courier”, 3. July 1925.

and the .

The accumulations at the pit heads, amounting to
971,475 tons at the beginning of the year, have more than
doubled since then. By the end of May they had reached
1,821,400 tons, an increase of 114%. Last month the
output was 1,805,550 tons as compared with 1,920,070
tons in April.”

In Poland, Czechoslovakia,
where, we see the same picture.

In the United States there is a chromic crisis in coal
mining industry, rendered especially acute at the present
time by the unfavourable conditions obtaining in the iron
industry.

With regard to the causes of this world crisis in coal
mining, the first thing we can be certain about is that the
world’'s output is less than before the war., Thus the causes
of the crisis are to be sought in lessened consumption. The
reasons adduced are®):

]Progress in metheds of heating, resulting in a saving of
coal,

Exploitation of water power.

The increased use of oil as fuel for ships. (The amount
of bunker coal shipped from Great Britain fell from 21 million
tons in 1913 to 17.7 million tons in 1924.)

The newspaper observes very rightly that:

“The factors thus lessening the consumption of
coal cannot however suffice to explain fully the huge
falling off in the demand. We shall thus not be far
wrong if we ascribe the difficulties in selling now ob-
servable to the depressed economic conditions in almost
all countries. The consumption of ‘coal is still the
standard by which the economic prosperity of a country
is to be judged, and an improvement in the international
coal market is not to be expected until a change takes
place in the economic conditions all over the world.”

Hungary, Holland, every-

As is always the case, the capitalists in the various
countries arc endeavouring to solve their own special crisis
at the expense of the workers; their only slogan is re-
duction of wages and longer working hours, to the end
that the world's markets may be recaptured. Thanks to
low wages and high inland prices, the German coal mines
seem to be gaining the upper hand in the struggle for the
world's markets Germany has hampered the import of
foreign coal by an import licence, is restricting import in
every possible way, and has once more become a country
exporting coall

Foreign trade in coal, coke, and briquettes, has deve-
loped collectively as follows during recent months®):

Imports Exports Import surplus Export surplus
November 1924 1202 818 384 —

December 1924 {131 1132 — 1
January 1925 897 1676 — 779
February 1925 753 914 — 161
March 1925 899 1295 — 394
April 1925 780 1204 . — 424

The English coal industry, having succeeded in repelling
American competion in Europe and South America, regards
the advance of German coal export with the greatest distrust,
though this export is at present extremely small compared
with the English., The English mineowners are striving to
drive down English workmg conditions to the level of the
German, severe struggle between Capital and Labour,
a trial of strength between capitalists apd trade unions,
appears to be inevitable, however much the Ministers and
labour leaders of the bourgeoisie may call for a peaceful
solution. It may be assumed that the very unfavourable con-
ditions under which the English miners are already working
are ﬂufflmently well known. The following figures, taken
from the "Economist” of 4. July, show what the capitalists
are presuming to demand of the workers.

The proposals of the mine owners would have resulted
in the distribution of income for the first quarter of 1925
being as follows, as compared with the present position.

*) Thus, for instance ‘Bergwerks Zeitung'', 25, May 1925,
v Bergwcrks Zeitrng”, 4. July 1925,
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Wages
Actual at As per new pro-
present time posal of mine owners
South Wales . . 7,520,876 6,391,890
The whole of the coal industry 38,377,000 33,388,000

Mine-owners’ Profits.
Actual at present time

175,663
1,453,207

As per mine owners’ proposal

Profit 955,116
Profit 4,998,000

Thus the coal capitalists propose to deduct 20 million
pounds annually from the workers’ wages.

Their profits, however, are to be raised by 14 million
pounds.

These figures show plainly enough what the struggle is
about in England!

Loss
Profit

The Crisis in the Steel and Iron Industry.

The crisis in the iron and steel industry has continued
unchanged during the period covered by this report, even
becoming more acute in some places, especially in the
United States. The following. table shows the development
of production:

Monthly production in 1000 tons pig iron.

>

£ » g 5 3

RGN B O @
1913 monthly average 2601 869 434 1600 207
1924 ” » . 2634 620 638 700%) 234
1925 January . . . . . . . 3924 584 669 — 249
1925 February . . . . . . 3266 551 637 No 246
1925 March . 3621 618 689 da- 282
1925 April . . . . . . 3311 579 686 ta'') 268
1925 May . . . . .. .. 2078 576 — — —
1925 June . . . . . . .. — 510 - — —

Monthly Production of Steel in 100 tons:
- >
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1913 monthly average . . . 25(4 649 396 1578 205
1924 ” .. . 3103 696 576 700 238
1925 January . . . . . . . 4266 615 608 — 247
1925 February . . . . . . 3817 663 569 - 240
1925 March . . . . . . . . 4266 696 607 - 269
1925 April . . . . . . .. 3645 607 587 — 251
1925 May . . . . .. .. 3505 663 - -- -
1925 June . . . . . . .. - 585 — — -

In the United States only 196 blast furnaces out of 397
were working on 1, June. Production is less than 70% of the
producing capacity. The steel trust is in rececipt of fewer and
fewer orders. These are as follows:

in 1000 tons
January . . . ... 5037
February . . . . . . 5286
March . . .. ... .. 4864
April . . . . .. ... 4447
May- . . ... ... .. 4059
June . . .. ... 3710

In England conditions are exceedingly bad; in Germany
production has been further restricted by 5% by the cartel;
in Belgium more than half of the blast furnaces are’idle; it is
only in France that the situation is somewhat better,

The difference between producing capacity and actual pro-
duction continues to be extraordinarily great. The following
figures are given in an article by W. J. Larke, director of the
British National Association of Iron and Steel Manufacturers:

0) Estimate,.

1) Production is reduced by 20%.

Approximate annual producing capacity:

Raw iron Steel
. in million tons
Great Britain . o 12 12
France . . . . . .. . 11 10
Luxemburg . = . . . . . 28 2
Grmany . . . . . . . .. 12 14
Belgium . . . . . . . .. 32 32
United States . . . . . . 527 59
Other count-ies, about . 5 5
081 1052

As compared with this, an estimate made by the same
writer shows the following production for 1924, in 1000 tons:

62,000
69,000

Thus, in round mumbers, 60% of the actual producing ca-
pacity has been made use of.

The negotiations for the formation of a European iron trust
after tedious consultations between the German, Luxemburgian,
French, and Saar industrialists, who have simply made agree-
ments among themselves as to the reciprocal tariffs, instead of
depending on the official trade agreement delegations, have re-
sulted in a provisional agreement. The economic import of
this agreement, which does not come into force until the
Franco-German trade agrecment has been concluded, is as
follows:

High duties will prevent the import of foreign iron into
Germany. In order to come to an understanding with the
French iron industry, the German iron cartel undertakes to
take over 1,750,000 tons of iron, and bears the high duty, but
therely obtains complete control over the inland prices. The
most decisive point is however that, six months after the
agreement comes into force, the production of the whole West
European iron industry has to be alloted in certain contin-
gents, that.is, included in cartels. The German iron industry
is compelling the French and Belgian to form cartels, in order
to create the organisatory bases for an international cartel.

This will of course not solve the crisis in heavy industry
from the political economic standpoint, but it secures the
profit of the capitalists, despite the decreased production.
But on the other hand the creation of a continental cartel of
German-French-Belgian heavy industry will not fail to produce
foreign political results! It signifies a departure on the part
of the German bourgeoisie from the one-sided trend towards
England, and a rapprochement to France!

Iron
Steel

The Crisis in the World's Shipping and Ship
Building.

The crisis in international shipping has become more acute
during the period covered by this report. The reports become
more and more pessimistic from month to month. Hundreds
of ships cannot obtain return cargoes to Europe, especially
from South America, and arc obliged to ship ballast for the
return voyage. The freight rates have sunk below pre-war
level. The freight index figures published by the “Economist’
give the following picture:

1913 = 100

anuary 1925 114
ebruary 1925 . . . 116
March 1925. . . . . 107
April 1925 . . . . . 104
May 1925. . . . . . 98
June 1925 . . . . . —
Despite the unfavourable conditions obtaining in ocean
shipping, the recently published Lloyd's register shows the

world's total tonnage to be on the increase. As we already
stated on a former occasion, the obsolete ships are being
scrapped to a wide extent; néne the less the total tonnage
has been increased by the fresh though much diminished, con-
struction of ships during the course of the past year.

Ships scrapped:

in 1000 tons:
1921 1922 1923 1924
775 315 963 1174
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As compared with this, the total tonnage has developed
as follows during the last few years:

Gross registered tons:

Steamers and motor ships. Sailing ships Total
1923 . . . .. 62,355,400 3,830,900 65,166,200
1924 . . . .. 61,514,100 2,509,400 64,023,600
1925 . . . .. 62.381.400_ 2,261,000 64,641.400

The total tonnage has thus increased by 600,000 tons;
sleamers and motor ships alone by~900,000 tons, whist the
sailing ship tonnage has decreased by 260,000 tons. 1,174,000
tons having been scrapped last year, (as we saw above) the
fresh tonnage added in 1924/25 amounts however to 2 million
tons, in round figures, ’

It appears inexplicable that 2 million tons of new ship
should be built in face of the crisis now prevailing for a year
in international shipping. It must however be rememberd that
ships take a long time to build, large ships several years, so
that the ships now just completed were ordered 2 to 3 years
ago, under the influence of the enormous gains earned by the
shipping companies during and after the war, at a time when
nobody foresaw a permanent crisis in international shipping.
The following table shows the present distribution of iron
ship tonnage among the most important countries, as well as
the changes which have taken place since 1914, and since 1924:

S 00
a N gN
June June June 92 R
1914 1924, 1925 S3F 5%
50’ o
— Q.—

Great Britain and in 1000 gross registered tons
3

Ireland . . . . . . 18,877 18917 19,274 + 357
British Colonies . . . 1,407 2,213 2230 4+ 823 4+ 17
United States. . . . 1,837 '11,823 11,605 -+ 9,768 -{- 218
Austria-Hungary 1,052 — — — —
Belgium . . . . . . 341 555 538 + 197 — 17
Denmark . . . . .. 768 974 1,008 + 240 4 34
France . . . . . . . 1,918 3,193 3262 -+ 1,344 4+ 69
Germany . . . . 5098 2,856 2993 — 2,105 + 137
Greece . . . . . . . 820 751 800 4+ 70 -+ 139
Holland . . . . . . . 1,471 2,533 2585 - 1,114 + 52
Italy . . . .. ... 1,428 2,676 2,894 4 1,466 -- 218
Japan ce 1,642 3,655 3,741 4 2,099 -- 86
Norway . ... .. 1,923 2,326 2,555 4 632 -+ 229
Spain. . . ... .. 883 1,163 1,120 4 237 — 43
Sweden . . . . .. 992 1,146 1,215 4 223 4 69
Other countries . . . 2,057 2,749 2,875 -|- 818 - 126

World tonnage . 42,514 57530 58,785 16,271 1,228

The changes which have taken place in the motor power
cwployed for driving ships is also of interest. The following

figures show the Tomparative percentages of sailing ships,
and of ships driven by various fuels, as compared with 1914:
1914 1924
Sailing ships . . . . 806 3.50
Motor ships . . . . 045 4.20
Oil-burning ships . . 2.65 27.54
Coal-burning ships . 88.84 64.76

The number of coal driven ships has greatly diminished,
and this — as already mentioned above — is one of the causes
of the decreased consumption of coal.

With respect to ship-building, production is now sinking
rapidly after the execution of the orders given some time ago.
The number of unemployed ship-builders increased from
27.7% in May 1924 to 31.5% in May 1925. Only the German
shipyards are occupied to a certain extent, but even here the
conditions are tending towards a crisis, as is witnessed by the
collapse of the old Reiherstieg yard, which has existed for
300 years.

The Agrarian Crisis.

We have long been of the opinion that the present chro-
nic economic crisis in Europe is bound to lead to a renewal
of the disparity between the prices of agricultural and indu-

strial products, and to a fresh agrarian crisis, should the crops
including those of Russia, prove normal. This year's crops
will confirm or disprove this opinion.

Although there is of course no certainty as yet as to the
results of the crops, the estimates already made show that
the bread grain harvested will greatly exceed the yield of
1924, The June number of the bulletin issued by the Rome
Agrarian Institute estimates the greater yield of wheat in
Europe at 65 million double hundredweights, of rye at 65 mil-
lion double hundredweights. This is counteracted by a pro-
bable falling off of 58 million double hundredweights in the
United States, this in turn however being fairly balanced by
the increased yield in Canada. It is also probable that the
United States crops are being officially under-estimated, as
is frequently the case.

Should the estimate of the Rome Agrarian Institute pro-
ve correct, and should there actually be an increased yield of
130 million double hundredweights of bread corn in Europe,
it means that Europe's import requirements in the grain year
1925/26, consumption remaining the same, will only amount
to 40% of last year's. The import requirements of the impor-
ting countries have been estimated by the same authority at
210 double hundredweights for the harvest year 1924/25. If
we assume that the greater yield of rye will completely serve
to substitute wheat in covering the requirements for bread
corn — which is not quite the case — the import require-
ments for the grain year just beginning would only amount
to about 80 to 100 million double cwts.

The estimate of 210 million double cwts import requi-
rements can now be checked by the import data for the first
nine months of the grain year.

The net import of the importing countries was as follows
during the nine months from 1. August 1924 till the end of
April 1925,

in million double cwts

wheat . . . . . . 107
wheat flour . . . . . 15
rye. . ... .. .. 11
133
The actual imports have thus been considerably less

than those estimated, for it is scarely likely that the mis-
sing 80 million double cwts have been importetd in May, June,
and July. .

Should the estimate made by the Rome Institute be cor-
rect, and the yield of this year's European crops be actually
greater by 130 million double cwts, the result will be a glut
of bread grain in the world's markets, attended by a further
drop in prices. This drop, and this glut of bread corn in the
world's markets, will be diminished as the stocks placed on
resecrve are far less this year in comparison with last year.

Tt was not until June that the expectation of good crops
resulted in a lowering of prices. In May the price of wheat
continued to rise. We append a table of wheat prices, compi-
led from statements made by the Rome Institute.

Wheat prices per cwt in gold francs: beginning of month.

e} N
g 8 » 8§ 8 §
®2 - ‘é§ S : -
o 2 Eo2958 & & 2
< 2 8 =7 = 2 2
Winnipeg (Manitoba 1) 16,8 20,09 34,7 36,0 32,04 35,08 29,7
Chicaga (Winter II) . . . .17,2 20,6 33,7 350 30,9 33,2 28,2
Minneapolis (North. (f . . 167 21,7 32,8 33,1 29,1 32,4 28,2
New York (Winter 1) . . . 185 224 359 37,0 33,5 359 30,5
Karachi (white) . . . . . . 17,3 20,2 30,4 36,1 329 323 27,1
Buenos Aires (Barletta) . . 19,0 19,7 329 36,4 31,2 330 293
Import grain in London
Manitoba 1 . . . . . . . 20,9 23,1 40,2 42,6 350 382 339
Winter II . . . . . . .. 20,7 — 37,5 40,0 338 36,2 31,0
Plata. . . . . ... .. 20,6 22,2 37,6 39,2 336 362 30,8
Karachi. . . ... ... 20,9 23,6 358 39,5 34,8 359 31,3
Native wheat in
Germany, Berlin (market) 24,3 18,5 29,3 31,9 30,7 32,8 336
Belgium, Antwerp . . . . 19,8 — 324 30,8 263 269 258
France, Paris . . . . . . 279 — — 37,0 342 364 304
England, London . . . .19,9 253 30,6 33,1 31,2 325 29,0
Italy, Milan (soft) . . . . 28,1 252 39,5 42,4 36,7 364 288
Holland, Rotterdam . . .21,9 — — 31,0260 — —
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With regard to the prices for grain from the new harvest,
these are to-day still above last year's level. The next half
year will to a great extent decide whether the relation of
prices between grain and industrial goods will remain as at
present, approximately the same as in 1913, or whether — as
we assume — a further drop in the price of grain will bring
about a renewed incongruity between the prices of industrial
and agricultural products, and oncc more aggravate the agra-
rian crisis which has been somewhat alleviated by the poor
crops of 1923/24,

The Crisis in the Dawes Plan.

Scarcely a year has passed since the agreement was made
in London with regard to the coming into force of the Dawes
plan., The mechanism appears to have worked satisfactorily
during the first year. The sums due have been paid regularly
into the hands of the reparation agents. The Entente powers
have received the shares agreed upon. And yet today there
is general talk of a crisis in the Dawes plan.

When we consider the effects of the Dawes plan up to
the present, it becomes obvious that it will be impossible for
it to work so smoothly next year. The reports of the repa-
ration commission show that up to the end of June, 780 mil-
lion gold marks had been paid by Germany, and 754 millions
remitted to the powers of the Entente, so that the cash re-
serve paid into the account of thé reparation debt, with the
Reichsbank, is only 26 millions.

But if we examine into the payments in kind which have
been made, we find the following:

1. Payments in kind: a) coal, coke and by-products 179 mill.
b) cost of transport for same . 65 |,

c) fertilisers .. . . . 16
d) dye stuffs and pharmaceuti-

cal products ... .25
e) various commodities . . 60

345 mill.

2. Receipts under the Recovery Act (26% deduction
in England and France from German invoices) . 152

3. Payments in Reichsmark for costs of occupation,
requisitions, consignments in the Ruhr area, admi-
nistration control costs, Danube commission etc. . 257

We thus see that the payments have been made for the
most part in commodities, and in payments in German marks.
It is only the 152 millions represented by the 26% deduction
from German invoices which signify actually transferred sums
in the economic sense of the word.

As matters now stand, however, both the payments in
kind and in German marks are decreasng within the German
area, and are not by any means likely to be increased to any
extent again. Owing to the international coal mining crisis, the
demands for reparation coal .are falling off from month to
month, Of late Belgium has refused altogether to take over
reparation coal or coke. As regards other descriptions of
payments in kind, in spite of several years of cffort, and
various agreements it has been impossible to get the delivery
of these into proper swing. Difficulties continue to arise. The
case of the delivery of 4000 waggons to the reparation account
recently afforded further evidence of this. With regard to the
payments in German marks, these tend to lessen with the
withdrawal of the occupation forces.

The necessity of paying the reparation instalments in goods
thus becomes evident. But this necessity is again oprosed
by the generally unfavourable conditions prevailing in world
economics, by the restricted markets for industrial products
as compared with the productive plant and producing capacity,
attended by the increasing tendency on the part of other
countries, especially the countries of the Entente, to shut out
industrial products by means of high tariffs and other mea-
sures, The transfer problem has become acute. As several
speakers emphasised at the Brussels conference of the inter-
national chambers of commerce, reparations must either be
renounced, or the sale of German industrial goods in the
Entente countries must be rendered possible. Thus: either no
reparation payments, or the possibility must be given to Ger-
man industry of exporting industrial goods on a large scale,
which of course is only possible at the cost of damage to the
other great industrial countries,

The Dawes plan is threatened at the saue time with
a crisis arising out of the currency question. The small pay-
ments hitherto made in foreign bills — 150 millions — have
only been possible owing to the fact that Germany has re-
ceived some milliards in foreign credits during this period.
These credits have now run dry. The reasons for this were
dealt with in our last report. The situation has meanwhile
been aggravated by the collapse of the Stinnes concern, and
by the difficulties experienced by the*Krupp and Wolf concern
during the last few weeks. This has greatly shaken confi-
dence in the United Stat® regarding German loans, and this
loss of confidence is shown in part by the fact that the Ger-
man loans put up for subscription in America, at high rates
of interest, have fallen below par.

The cessation of the inflow of foreign loans, and the par-
tial withdrawal of short-term private credits which has pro-
bably taken place meanwhile, with the attendant continuance
of an extremely adverse German foreign trade balance, have
slready brought the German currency into the danger zone
agein.

If Germany does not obtain fresh credits, thec Reichs-
bank's reserve of foreign bills will be exhausted within a cal-
culable time, in which case the stabilisation of the currency
will be seriously endangered. It is thus even less possible for
Germany, under these conditions, and without a favourable
foreign trade balance, to pay the reparation instalments
agreed upon for the second year. The question thus arises:
Either no reparation payments, or danger to the German cur-
rency. Or again, reparation payments made possible by fresh
foreign loans,

But at the present juncture the capital market of the wholc
world is in such an unfavourable position that there is no
country, with the exception of the United Statcs, really able
to grant any considerable credits to Germany. In England there
has been a tacit prohibition of foreign loans for about the last
six months, that is, ever since the restoration of thc gold
standard. This is amply demonstrated by the figures as to ca-
pital investment in England during the last half year, given
in the special section.

Frence, Italy, and Belgium are themsclves dependent on
obtaining foreign loans, and thus do not come in question at
all as granters of credit. The sums which might be advanced
by the former meutral countries: Switzerland, Holland, Sweden,
are foo small to be taken into consideration for Germany's
requirements. The United States remain the sole source of
loans. This country, with its export surplus of 1 milliard dol-
lars last year, and with the enormous weight of its gold re-
serves oppressing its economic life, possess the possibility,
and in a certain sense is faced with the necessity, of granting
foreign loans.

But now the latest events in German economic life: the
breakdown of the Stinnes concern, the difficulties experienced
by other great concerns, the waning ecconomic prosperity, and
the rerewed extreme shortage of money, are bv no means
calculated to awaken any great confidence in America to-
wards the investment of capital in Germany. This is all the
more the case as there are certain circles in America opposed
on principle to the granting of loans to German industrial un-
dertakings, as they consider this means rear’ns compelitors
against themselves, But without fresh credits Germany can
neither pay the reparations provided by the Dawes plan, nor
keep its economic life running. This fact was openly admitted
in the speech recently delivered in Stuttéart bv the president
of the Reichsbank, Schacht. The crisis being suffered by the
Dawes plan is bound up with the crisis in the whole of Ger-
man economic life.

The Visit of World Bank Directors to Berlin.

In this connection the most important event appears to
be the joint visit paid by the governor of the Bank of Eng-
land, Montagu Norman and the president of the Federal Re-
serve Bank System of America, Strong, to Berlin. These two
generals of the Anglo-Saxon financial world arrived in Berlin
on 10, July, with the alleged object of consulting on current
affairs with the president of the Reichsbank, Schacht. It need
scarcely be said that this is nonsense. These two bank direc-
tors are not likely to come all the way from New York and
London to talk over trifles. The question to be discussed is
obviously that of whether the Dawes plan is to be carried
on or not, and includes the discussion of the measures to be
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taken for rescuing the¢ German currency from out the danger
zone. The matter is rendered the more complicated by the
fact that anxiely for the maintenance of the gold standard
renders England desirous of withdrawing the credits granted
to ‘Germany, or to have them taken over by America.

~Inter-Allied Debts and the Reparation Question.

It appears to us that the conncclion between inter-allied
debts and reparation payments, so long sought by France, will
be established in connection with the crisis in the Dawes plan.
This however will come about in a very different manner to
that planned by France, and in parl by England. The idea of
cancelling the inter-allied debts, and of reducing Germany's
rcparation obligations proportionately, -encounters the resi-
stance of the United States, whose bourgeoisie is quite dis-
inclined to rcnounce this weapon. In May last the American
government sent a somewhat sharply worded demand to all
debtor states whose debts are not yet settled, calling upon
them to send delegalions to America within a certain time
for the purpose of arranging for the conmsolidation of the debt.
It can be plainly secen from the statements of the American
press that this demand has been accompanied by the threat
that those states who fail to accede to the demand are to be
excluded from the receipt of further credits, France and Italy
are here mainly concerned. Both of these countries are in the
midst of currency difficulties, brought about to a great extent,
however, precisely by this sharp proceeding on the part of
America, Both are anxious for American loans, and both have
thus acceded to the demand. The negotiations with Italy have
alrcady begun, and the date of arrival of the French delega-
tion in America has been agreed upon.

The connection between inter-allied debts and repara-
tion payments appears to us to be as follows. After all inter-
allied debts to the United States have been consolidated, and
the payment of interest and principal has begun, the approxi-
mate result will be that Germany's reparation payments will
have to be paid further to the United States. Expressed in other
words: The total balance of the payments to be made as a
result of the great war will show that at the present time
America is the sole creditor, as follows:

England's annual payments to the United
States e e,

Consolidation of other inter-allied debts
on the same basis .

160 million dollars

290 million dollars
450 million dollars

Total

This amounts to almost 2 milliard gold marks, a higher
sum than cven the most optimistic cstimates can assume
Germany capable of paying. Various English and American
expressions of opinion show that the idea has been mooted
of settling the reparation and interallied debt questions by
calculating one against the other in susch a manner that the
whole of the reparation payments made by Germany are paid
directly to America.

This solution would posscss the advantages of simolicitv
and clearness. The possibility would be given for the United
States to adapt Germany's payments to Germany's capacity
to pay, without the necessity of according consideration to
the other Allies. And at the same time it would exclude eve-
ry possibility of France deranging German economic life by
occupations or other measures taken for the purpose of or
under the pretext of sanctions.

A settlement of this kind would convert Germany, at the

present more or less dependent on all the powers of the En-.

tente, into a purely American industrial colony. We lack time
and space to refer to all the signs showing that this solution
is being considered. But we shall not go far wrong in assu-
ming the visit paid to Berlin by the two bank directors to be
for the purpose of holding consultations on this matter,

Anglo-German Co-operation.

The present severe crisis in English economics, especi-
ally in the English export industry, makes the extensive ex-
port of German industrial articles, unavoidably attendant on
the execution of the Dawes plan, by no means agreeable to
England. Brains are being racked to discover some means of
shutting out this dangerous competition from the world's

markets, and of making it possible for English and German
capitalism to co-operate.

It is a characteristic fact that precisely the polilical eco-
nomists and organs which have hitherto held aloft the stand-
ard of free competition, are bringing forward proposals for a
division of the world's markets, for the creation of internati-
onal cartels. Thus we find an article entitled: “Some possibi-
lities of economic co-operation with Germany” in the “Econo-
mist" of 26, July, somewhat to the following effect:

It is estimated that during the war and the inflation about
807 of Germany's circulating capital was lost. Germany's ho-
pe of financial aid from America has been disappointed. Ame-
rica is much too busy with its own affairs to care about ren-
dering any very great aid to Germany without the support of
England, without the English banking and financial organi-
sation. There is thus a possibility of utilising the English
banking and financial organisation for financing German in-
dustry and disposing of its products.

It is however necessary that agreements be made bet-
ween the English and German industries, in order to do away
with a deadly competition. Where an industry is sufficiently
organised, the agreement can be made between the industrial
organisations, whilst in branches of industry in which various
firms are competing with one another, individual agreements
between the firms in both countries appear to be the best
method.

In conclusion it is argued that it is worth while to rem-
ember that Germany is an industrial and agricultural country
possessing a high degree of technical skill; we on the other
hand are to a great extent traders and financiers, both by
nature and custom. Our invisible export is of vital importance
to us, and the recent return to the gold standard proves that
we are conscious of this.

In this manner the way is to be paved for a division of
labour between England and Germany.

In the following number of the “Economist” it is pointed
out, ostensibly from a German source, that a certain division
of labour existed between the English and German industries
before the war. The Fnglish industry supplied staple goods for
the world's markets, whilst Germany supplied to England various
industrial articles requiring much work, as chemicals, dyes
optical instruments etc. This division of industrial work could
be introduced again.

These ideas are only comprehensible when we remember
the gdeneral hovolessness and resourcelessness obtaining in
English economic policy; they signify that English industry
has lost all hope of being able to maintain its position in the
world's markels in frece comnetition with continental industry.
For this reason it seeks to form international cartels, and at
the same time to throw its superiority in the sphere of inter-
national banking and commerce into the scale, in the hope
of gaining a share in the surplus value produced in Germany.
This last ideca means that part of English capital is about (o
leave the country, to change from immediately productive
capital to. loan capital, and that England will be transformed
from an industrial state to a state living on interest, like Holland,
a transformation naturally leading to the emigration of the
English workers on an extensive scale.

America and Europe: The Transfer Problem.

We have frequently in our reports, called attention to
the antagonisms existing within the American bourgeoisie with
reference to economic policy in general, and to relations with
Europe in particular., These opposing interests have led to
a vacillating altitude in America's relations to Europe. A con-
stant struggle is still going on in American politics between
the pro-European and the anti-European political tendencies.
Or. to state thc matter more clearly, between an economic
policy aiming at self-sufficiency, and a policy based on the me-
cessity of becoming more and more interwoven in international
economics. In our last report, for instance, we dealt with
Hoover's plan of rendering the United States self-sufficient
hy means of restrictions on the export of wheat and cotton,
accompanied by the specialisation of American agriculture in
the products hitherto imported. But on the other hand. Ameri-
can industry needs markets for the goods which are super-
fluous at home, and these markets can only be found, under
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present conditions, by means of an imperialist world policy
combined with capital investcd on a large scale abroad.
The position in America may perhaps be characterised
by saying that one section of the American bourgeoisie and
politicians have not yet adapted their ideas and activilies
to the changed conditions in the United States. The transition
from a debtor state to an imperialist credit-granting state has

been too rapid. As recently as ten years ago the United Sta-

tes was still a debtor country. Thus differences of opinion ari-
se which do not always co-incide with the special interests
of the various strata of the bourgeoisie.

During the course of 1924, the international economic and
pro-European tendencies gained the upper hand. The result
was the London agreement regarding the carrying out of the
Dawes plan, and the extensive credits granted last year to
Europe. At the present movement there is a reaction in the
opposite direction, not only in the granting of credits, but
with regard to the amount of importance to be attached to
the European markets. In particular there is much vacillation
of opinion regarding the question of how far it is advisable
to go in the granting of loans.

As a matter of fact, the United States cannot dispense
with the necessity of investing extensive capital abroad. This
fact is beginning to be admitted in America.

On the other hand, it was pointed out at the Congress
of International Chambers of Commerce in Brussels — which
aroused an extraordinary degree of interest in America —
that the transfer problem betwen the debtors to the United
States and between the States themselves is just as acute as
in the question of reparation payments. The Belgian speaker,
Desprets, especially emphasised that however great the moral
origin of the reparation obligations and of the inter-allied
debts, as regards the possibility of actualising huge one-sided
payments the transfer problem is precisely the same in both
cases.

Much interesting light is thrown on these problems in an
article by G. T. Auld, an American, chief accountant to the
reparation commission from the time of its organisation up to
1924, He has compiled the following figures'?):

Claims of the United States in mill. dollars:

Forcign government loans 4,000
Other foreign securities . 5,000
Inter-allied debts . 12,000

Total . 21,000

The balance against this is American securities in for-
cign possession and sums banked by forcigners in America, to
the value of, approximately:

4,000 million dollars
17,000 million dollars

United

Net claims of the United States, total .
This is the international capital balance of the
States.

With reference to the balance of international annual n-

come, this writer has compiled the following statement for
1924:
U. S. A, supplied The rest of the

to the rest of world sugplied
the world to U. S. A,
Million dollars
Goods 4621 3651
Interest and amorhvnllon o[ reci-
procal capital investment . . 614 150
Other services (tourist expenditure,
remittances from emigrants) . 176 1028
Gold .. .. 172 394
Paper money of lhc Umon L —_ 50
New securities . . . . . . — 795
Old seccurities . 387 114
Incrcase of American deosHs Irom
foreigners e 216 —
Uncalculated e e e — 4
6186 6186

When the various corresponding items of the above ure
set out against one another, the net balance is as follows:

) “Annalist” 8. June 1925,
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The United States had claims against the rest »f the
world, in million dollars, to the amount of:
Clear surplus cxport of goods . ... 970
For lnterest and amortisalion of capltal abroad . . . 464
1434
The United States reccived, in million dollars:
Surplus from various services . . . . . . . . 852
Gold and paper money of the Union . . . . . . 272
Increased indebtedness of the Union . . . . . . 310
1434

This compilation shows that in 1924 the United Sta'cs
had claims against the rest of the world to the amount of 1434
million dollars on account of its surplus export of goods and
the payment of interest and principal on capital abroad. These
cluims were only partially equilibrated by the money expen-
ded by Americans abroad, and by the money sent by emi-
grants. A residual sum was balanced in Gold, whilst the debts
increased by 300 millions. The article however states that
at the present time the claims for interest and amortisation
have considerably increased, further loans having been mean-
while granted to foreign countries. If the inter-allied debts
were consolidated on the same basis as thc English, Amec-
rica would claim an additional 290 million dollars yearly. Its
claims would then be, in round numbers:

950 millions for interest and amortisation of capital abroad.
150 millions for interest and amortisation of foreign capital

invested in America. A net balance thus resulting of
800 million dollars.

From the transfer stand-point, the question is thereforc
whether and how this sum can be transfcrred, and whether the

‘centinuation of the investment of capital abroad is not fraught

danger for the economics of the United States.

The writer points out, rightly enough, that the American
industrialists are entirely wrong in fearing damage to American
industry through loans abroad.

With regard to the question of whether such sums can
be transferred, and whether the investment of capital abroad
has a damaging effect, he refers to the example furnished by
England. Before the war England had capital invested abro-
ad, to the value of 30,000 million present day dollars (that is,
20,000 million pre-war dollars). Up to now America has only
invested 17,000 million dolars abroad. It would take 13 years,
assuming no interest to be paid during this time, before the
United States would have invested capital abroad to the ex-
tent attained by England before the war. The writer further
states that:

with

1. the English collected every shilling from their solvent
foreign debtors;

2. English industry flourished;

3. the English are exerting their ulmost endeavours at the
present time to regain their former position with reference
to the investment of capital abroad.

He is thus of the opinion that the continuance of invest-
ments abroad is not attended by any dangers for the United

States.

This whole reasoning is historically wrong. For England
there was no difficulty in finding the commodities in which
the interest on English capital invested abroad were lo be
paid. The dense population of England, and its undeveloped
agriculture, rendered it dependent on abroad for every des-
cription of food, cotton, wool, jute, silk, etc; it needed every
tropical and subtropical product, it needed wood, and almost
every metal with the exception of iron.

America however is uniquely situated in being able to
produce, with few exceptions, a superfluity of almost every
kind of goods within ils own territory, and at the same time
to manufacture every kind of industrial article. It is thus a
fact that at the present moment it is considerably more diffi-
cult to find a form of payment in kind in which Europe can
pay the interest on its debts and the equivalent for the sur-
plus import of American goods. It is an actual fact the trans-
fer problem existing between Europe and the United States
is similar to that standing in the way of payments from Ger-
many to the states of the Entente.
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This of course does not signify that a transfer is perma-
nently impossible, The possibility may be given by some con-
siderable increase and specialisation of requirements on the
part of America, by the springing up of some requirement
which can be met by European goods. One such case may be
seen in the huge consumption of silk in America, which ab-
sorbs 80% of the world's silk production. We can also obser-
ve an increasing demand for European embroideries, fancy
work, and works of art. There is an extraordinarily rapid
increase in the number of American tourists visiting Europe,
with attendant expenditure. Auld estimates that the sums ex-
pended by American tourists outside of their own country
in 1924 amounted to 500 million dollars. A doubling or trip-
ling of this number would temporarily solve the transfer pro-
blem, To sum up:

At the present moment a transfer problem actually ex-
ists. It can be solved, but not in the same manner as England
solved it before the war. It can be solved if Europe supplies
the United States with articles of luxury at home and every
description of entertainment in Europe.

But many of these considerations are superfluous. The
fundamental fact is that the United States, as an imperialist
industrial country, is bound to export industrial goods, but
can only do so under the present international conditions by
mearns of large loans of capital to foreign countries, and the fate
of these loans to abroad depends on the total development of
the capitalist regime. The advance of revolution, the expro-
priation of the bourgeoisie in Europe, naturally involves the
loss of American capital invested there. But it is characteri-
stic of the whole inner mechanism of imperialism, that this
possibility will only cause a temporary abstention on the part
of the American bourgeoisie from investing further capital
in Europe. The American bourgeoisie will seek to avoid sick
Europe, and to export its capital to Canada, South America,
Australia, and even around the Pacific Ocean, should matters
not come too rapidly to a head in China. It is obvious that
the United States will not tread so smooth a path as that tra-
versed by Great Britain before the war. When England inve-
sted its huge capital abroad, it was during the period of ri-
sing capitalism, but the United States is now striving to do
the same during the period of the decline of capitalism. And
however sound the basis of American economics may be in
itself, this circumstance will inevitably involve the United
States in the decline of the rest of the capitalist world.

Germany.

Germany's economic condition during the period covered
by this report may be characterised as follows:

The Decline in Industrial Activity.

Germany's economic situation during the period covered
coal mining industry, in the heavy industry and those indu-
stries related to it: ship building, machine, engine, and carri-
age building; it is somewhat less noticeable in the industries
manufacturing finished iron goods, especially in the motor car
and electrical industry. Somewhat better conditions obtain
in the textile and ready made clothing industries.

The decline in business prosperity is to be mainly attri-

buted to the cessation of further credit grants ifrom abroad.
To state the matter correctly, it should rather be said that
economic conditions have returned to their “normally bad”
state, the artificial stimulation caused by the foreign credits
having disappeared. The collapse of the Stinnes concern, and
the difficulties now being experienced by almost every other
concern, would have occurred a year ago if foreign credits
had not brought about an artificial revival. The wrong distri-
bution of fixed and circulating capital which occured as a re-
sult of the war and during the inflation, was bound to lead to
a crisis as soon as the inflation period had been overcome.
The shortage of working capital today is so great that the
productive activity of many undertakings frequently depends
on the possibility of raising money for the payment of wages.

We are nevertheless of the opinion that the general si-
tuation is not quite so bad as generally represented in the

capitalist press! If we read the reports in the capitalist press
regarding conditions in the heavy industry, as to the dismis-
sals and discharges of workers, we get the impression that
production has already fallen off tremendously, and is disas-
trously small. There are hovewer many indications that mat-
ters are not quite so bad as all that.") We must again em-
phasise the inadequacy of German ecvnomic statistics, With
this reservation we give below three series of figures which
appear best to characterise the general course of economics:

1. Deduction from wages, mirroring the total amount of
wages and salaries paid;

2. Receipts from turnover tax, determined by the amount
of turnover on goods;

3. The number of unemployed in receipt of unemployed
benefit.
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December 1924 126,3 151,4 8,1 536
anuary 1925 126,1 215,6 8,1 593
ebruary 1925 122,6 136,5 7,3 541
March 1925 127,0 122,5 5,8 466
April 1925 126,1 146,5 4,3 320
May 1925 136,9 125,1 3,6 234

June 1925 2141)

When we take into consideration the increased business
activity naturally accompanying the summer season, espe-
cially in agriculture and in the building trade, we see that
these figures indicate a worsening of conditions. But the fall-
ing off is not so great as the alarming reports of the bourge-
ois press would lead us to believe.

The causes of the constant alarms sounded by the bour-
geois press appear to be the following:

1. The new taxation proposals, especially the taxes on
food, will raise the cost of living in Germany above the level
of the competitive countries. The German capitalists, above
all the heavy industrialists, are anxious to forestall possible
wage demands on the part of the workers by exaggerated
and demonstrative representations as to the crisis.

2, The present situaton appears to the German capita-
lists to be a most unusual crisis! Ever since 1914, with but
very brief interruptions (end of 1923), they have been accu-
stomed to have their customers run after them, to have their
finished goods snatched from their hands, to be loaded up
with orders for months ahead, and to have an almost incon-
venient amount of moncy always on hand, And now_ they have
to run after the cuslomers with the goods, to cope with great
difficulties in raising the necessary funds, and to struggle
hard with foreign competitors for the smallest place in the
world's markets. All this has become so unusual that the
German bourgeoisie sees in it a crisis,

3. At the same time a certain role is played by the an-
xiety, having regard to the reparation payments, to repre-
sent German economic conditions in the most unfavourable
light. As we already pointed out in the general section, the
German currency has once more, for the first time since
August 1924, entered the danger zone, in consequence of the
adverse ‘trade balance and the cessation of the stream of for-
eign loans. This state of affairs is of extreme disadvantage to
the individual capitalist, and extremely dangerous for the
stability of the currency, but is highly favourable as regards
rendering the transfer more difficult and further discrediting
the Dawes plan,

Our statement that the economic crisis is not so acute as
the alarm sounded by the capitalist press would imply, must
not however be misunderstood. The worsening of economic
conditions is an actual fact; a crisis actually exists; the pro-
ducing capacity is only partially exploited; bankruptcies and
failures multiply and increase! But production at the present
time is not essentially less than it was three to six month ago.

1) The number of workers employed in the Ruhr mines
has been: End of January 472,608 — End of May 449,805,
1) 15, June 1925,
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4. By means of the exaggerated reports on the crisis, pu-
blic opinion is being influenced with regard to increased cu-
stoms duties, to the reduction of direct taxation etc. This in-
fluence appears to have been effective.

The Collapse of the Stinnes Concern.

The event which has shed the most vidid light on the
German economic crisis during the period covered by this
report is the breakdown of the Stinnes concern.

This is no isolated or accidental event. The other great
vertical concerns are equally involved in difficulties. The
small concerns which sprung up as a result of the inflation —
Barmat, Kutisker — broke down even earlier. The fact that
the Wollf concern (Phénix) has been obliged to close down
the Reiherstieg ship yard, in which it possess over 40% of
the shares, for lack of money, proves that this inflation concern
is also in difficulties, Further proofs are afiorded by the great
retrenchments in Krupp's undertakings, by the failure of the
Krupp loan in America, and by the recent restrictions of work.

Do these facts signify — as frequently asserted in the
German press — that the day of the vertical concern is past?

By no means! The economic causes leading, even before
the war, to the formation of vertical concerns: the equalising
of profit rates and market risks between the raw material,
semi-manufactures and the finished goods, the possibility of
technical improvements — all this continues to exist. The exi-
stence of a turnover tax acts naturally as a premium put on
the formation of vertical concerns.

But the Stinnes concern was never a producing concern;
it was a variegated jumble of “real values"”, gathered together
at random by the greatest of inflation profiteers, Stinnes.
Coal and iron, shipping and hotels, petroleum and health re-
sorts,
up together. During the whirlwind of the inflation period it
was child's play for anyone with credit at his dsposal to amass
an enormous fortune. It was only necessary to have credit,
then to buy up any “real values” which happened to be on
sale, and to pay back the credit in a currency meanwhile de-
preciated to the half of its value. This could then be repeated
ad 'libitum. This was Hugo Stinnes' system. And since he
knew how to exploit the stupidity or lack of conscience of
the bank directors, above all of the managers of the Reichs-
bank, Hugo Stinnes was regarded as a '‘great economist”, and
his words were listened to with deferential awe, and his wi-
shes deferred to, not only by the bourgeois politicians, but
even by the trade union leaders and social democrats. The
Stinnes-Legien alliance, and the establishment of collabera-
tion between employers and workers, which he afterwards
kicked aside as soon the relations of class forces changed, are
lasting symbols of the treachery and stupidity of the German
social democrats.

Stinnes contrived to scrape so much together, and to gain
such a powerful position in German economic life, that when
his concern collapsed it had to be artificially propped up.
Twenty two banks, led by the Reichsbank, combined to cre-
dit the defunct Stinnes concern to the amount of 110 or 150
million marks, in order to permit of proper liquidation.

Two questions arise in connection with the crisis among
the German concerns.

1.What are the limits of the vertical concern? At what point
are the advantages of amalgamation outweighed by the dis-
advantages of the unwieldly organisation? This is a question
which — with great modifications — possesses great signifi-
cance for the development of economics during the period of
proletarian dictatorship. The primtively mechanical idea that
the larger the factory the cheaper the production, and there-
fore the more extensive the concern the more advantageous,
is certainly wrong. Bourgeois national economy has however
failed to supply a solution to this question which is so impor-
tant for the private interests of the capitalists.

2. Did an accumulation take place in Germany or not dur-
ing the inflation period? The breakdown of the Stinnes con-
cern shows us that the amassing of quantities of machinery
and new means of production is not necessarily to be regar-
ded as an accumulation! If the new means of production find
no employment in the service of production, and thus fail to
meet any “social need”, then there is no accumulation in the
real sense of the word, And the accumulation carried out in

forests and newspapers; everything imaginable mixed.

Germany during the last few years appears to be of this des-
cription. This is the only explanation of the fact that such a
vast fortune as Stinnes' can vanish without ledving a trace.
For there can be but little doubt that when Stinnes' affairs
are settled, less will remain than Stinnes possessed at the com-
mencement of the inflation!

The Reichs Finances, Taxation, Saving, Revaluation.

The revenues of the Reich, after showing unexpectedly
favourable receipts last year, show a not inconsiderable falling
off of late. The following gives a survey for the last few
months,'5)

Revenues of the Reich from Taxation, Customs duties, and

Levies.")
Financial year Financial year
Nature of Revenue 192425 1925|206
 February March April  May
a) Taxes on property and traffic 4987 452.9 504.8 467.1
1. Continuous revenues . . . . 4942 4497 493.4 463.5
a) from wage deductions . . 122.6 127.0 126.1 137.0
b) other deductions . . . . 642 548 109.8 75.2
Corporation . . . . . . .. 280 268 230 238
Capital Levy'®) . . . . .. 83.0 525 200 334
Turnover . . . . . . . .. 136.5 1225 146.5 125.1
Capital transactions'?) . 174 164 16.0 119
Transport . . . . . . . 212 244 259 26.6
Sundry . . . . .. ... 213 243 26.1 30.5
2. Lump sums . . . . . 46 32 114 35
b) Duties and consumption taxes 149.4 1484 148.0 143.7
Duties. . . . .. ... .. 359 383 387 357
Tobacco. . . . . ... .. 533 435 490 49.0
Beer . ... ...... 16.4 159 17.7 192
Brandy . .. ... .. .. 136 180 110 10.2
Sugar . . . . .. ... . 185 203 206 182
Wine . . . . ... . ... 89 9.5 8.6 84
Sundry . . . . . .. ... 28 29 24 25
c) Other levies . . . . . . . .. 0.1 0.3 0.1 0.1
Total (a—c) . . . 6482 601.6 6529 610.9
— e . 32'&

") Note: The figures being given in round numbers causes
slight decrepanc1es between the separate items and the sum
total,

The relation of income to expenditure’ during the last few
months was as follows:

Revenue and expenditure of the Reich in million Renten-
marks.'")
Revenue Expenditure
0 .é .S — -] ..é_—g — é
] ES E g& ES s S
1924 & 2F & fg 3IE L &
October 686,7 27,6 714,3 230,6 3624 6930 - 21,3
November 672,1 27,3 699,4 242,7 446,7 6894 + 10,0
December 635,1 70,8 7059 234,1 263,7 497,8 4-208,1
1925
January . . . .768,8 232 7920 1999 4360 6359 -}-156,1
February . . .6482 23,3 671,5 260,3 3006 560,9 -{-110,6
March .601,7 19,7 621,4 251,6 3655 617,1 -|- 43
April . . . . . 652,9 16,4 669,3 234,0 416,7 650,7 |- 18,6
May . . . .. 6109 114 6223 2382 401,4 6396 — 17,3

The month of May already showed a deficit; as yet no
data are obtainable with reference to June.

15) “Wirtschaft und Statistik.”

") Including properly tax, Reichs Emergency Fund,
capital increment tax,

a IIC(

') Including Exchange tax.

%) Totals are not quite exact owing to calculations being
made in round numbers,

) Including cxpenditure for fulfilment of pecace {ireaty.
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Further developments in state finances will depend on
the new taxation legislation.

The ruling classes are making a violent attack upon di-
rect laxation, Their present slogan is: “the office collecting
the taxes acts as a compulsory savings bank on a grand scale".
The savings which should be put by by the owners of undertak-
ings flow into the state treasury, etc,

There is undoubtedly a renewal of efforts at saving. The
following shows the amounts deposited with the Prussian
Savings Banks.*)

Million gold marks

End of 1913 . . e 13,110
November 1924 . . . . . . e e e 332
January 1925 . . . .. ..o 0oL 482
April 1925 . . . e .. 682

The savings deposited have doubled within six months,
without however rising to more than 5% of the amount in
the savings banks in 1913.

The tendency to save will certainly have received no
impetus after the disappointmént undergone by the savers
at the hands of the "Saviour” Hindenburg in the revaluation
question”). Hindenburg and the German Nationals have flatly
betrayed the middle class in favour of the bourgeoisie and
agrarians, At the mext election a million petty bourgeois will
once more go over from the German Nationalist camp into
the Social Democratic! N

Foreign Trade.

During the past few months the German foreign trade
balance has continued to be adverse. Foreign trade has been
as follows:

March April May Jan.|May

Imports Million gold marks
Total . . . . . . 111054 1080.94 1084.03 5764.80
consisting of :
Foods and beverages 295.30 293.07 292.71 1544.41
Raw materials and

semi-manufactures  570.25 541.63 520.59 2890.16
Finished goods . . . 164.13 160.35 167.34 904.48
Gold and silver. . . 73.64 73.99 90.45 380.50
Exports:
Total . . . .. ... 71117 672.38 732.18 3444.50
consisting of:
Foods and beverages 51.13 + 43.33 40.18 230.16
Raw materials and

semimanufactures . 122.30 113.33 137.80 602.66
Finished goods 533.05 511.36 549.05 2590.16
Gold and silver . . 3.06 2.33 417 12.92

The foreign trade deficit has been as follows:

January . . . . . . . 587
Match | .39 . Milion
April . . . . . . .337
May .. ... .. .265
1959
These figures refer solely to the export and import of
goods; the surplus import of gold increases the deficit to

2320 millions.

Another question is what will happen as a rsult of the
cessation of foreign credits. There are two possibilities:

1. A great demant for foreign bills, resulting in rising ra-
tes of exchange, slight depreciation of the mark, but no in-
crease in inland circulating media. The result of this would
be scarcity of money, high rates of interest, falling prices,
falling imports, increased exports. Or:

2 June report of the Disconto Gescllschaft.

*) This refers to the demand put forward by the middle
class for the 'revaluation” of small savings and securities
which entirely lost their value owing to the inflation. Ed.

2. A great demand for foreign bills, rising rates of ex-
change, depreciation of the mark, shaken confidence, insuf-
ficient receipts from taxation, compelling the state to increa-
se the circulating media in some manner in order to cover
the deficit, leading in turn to fresh inflation, fresh depreciation
etc. with the ultimate consequence, the coming into force of
foreign financial control!

The next few months will show whether America is in-
clined to grant fresh credits, or whether the American bour-
geoisie prefers to co-operate with the German bourgeoisie
in driving the country into a fresh inflation crisis, for the pur-
pose of revising the Dawes plan, pushing the Entente powers
cut of the business, and converting Germany into a purely
American colony.

The Tarifi Struggles and the Trade Agreements.

The main struggle has centred around the tariff policy to
be pursued. Strictly speakmg, it its incorrect to speak of a
struggle, for the class-consciousness which unites heavy in-
dustry and the big landed interests long since decided the
victory of high protective tariffs. The struggle has merely been
carried on |deolog1cally since the German Socialist Party and
the trade unions refused to support a struggle of the masses
against these new burdens.

Grain taxes against meat taxes: large land owners against the
peasantry.

When we strip the conflict of opinion prevalent in the
agrarian question of its demagogic tnmmmgs, we find matters
are as follows.

The interests of the corn-growing big landowner demand
high duties on grain and fodder; the interests of the peasan-
try, who place little corn and no fodder on the market, but
have to buy additional fodder when rearing cattle by inten-
sified methods, demand duties on cattle, meat, milk, and but-
ter, and on the other hand free imports of fodder and no du-
ties whatever, or only very slight ones, on corn.

German Science — with but few exceptions — has ex-
pressed itself on the side of the peasants. And it need scar-
cely be said that the scientists deny having any class stand-
point, and declare themselves, in substance, in agreement
with Sering's ideas, sketched in an earlier report.

Scientific arguments are of very little help here howe-
ver, The alliance between heavy industry and large land
ownership is firmly established and dominates the situation.
The large and medium farmers, the ideological champions of
whom are Sering and Aereboe, remain mute; they have now
to pay for their decades of organisatory association with the
land union which is led by the big land owners.

The solution will obviously be a compromise at the ex-
pense of the consumer. Not only will the grain duties be for-
mally or actually imposed, but the duties on animal products
as well. It is clear that under these circumstances there will
be more difficulty than ever in arriving at any trade agree-
ment,

The Burden imposed on the Working Class.

The victims of the protective tariffs will, of course, be

the workers, employees, the town population,

How great will the new burden be?

The folloing is an extract from an interesting calculation
made by F. Baade, secretary of the Agrarian Enquiry Com-
mission,?')

“The calculation has been made by the investigation
board for economic policy, the index figures on the cost
of living issued by the Reichs Statistic Office being em-
ployed to ensure the lughest possible degree: of accuracy.
These index figures give the quantities of food required
by a family of five persons, of moderate means; the quan-
tities of bread, milk, potatoes, margarine, etc. These quan-
tities are taken as a basis for calculating the increase
in prices to be expected as a result of the duties. In cases
where the effect of the duties cannot be foreseen with

) “Vossische Zeitung™, 9. July 1925,
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certainty, the possibilities are estimated with the utmost
caution. The increased cost of living for a family of five

" persons consuming the minium amount of food is shown
by this calculation to amount to Mk. 149.90 yearly.”

In Germany there are 10 million households not producing
their own means of subsistence. The total burden falling on
the consumers is one and a half milliard gold marks annually.
Of this only about 300 millions will find its way into the
Treasury in the shape of revenue from the tariff duties.

1200 millions remain to the agrarian and big farmer as
profit. But out of this they have to pay a considerable amount
to the capitalists in the form of increased duties on industrial
products! The working class loses not only the Mk. 150 per
year on the higher food prices, but suffers at the same time
from the increased cost of industrial articles.

Intensification of the Struggle between Capital and Labour.

It is easy to foresee that under these circumstances an
intensification of the wages struggles is inevitable in the near
future. (The protective tariff has of course been accepted).
The employers are getting ready: they are making a great
outcry about the crisis, about the lack of dividends; they are
demanding longer working hours and reduced wages, other-
wise the currency will be endangered, etc. And although the
trade union leaders are doing all they can to keep the masses
quiet, there are sure to be severe struggles during the second
half of the year!

Ehgland.

The English economic reports continue to speak, with
wearying monotony, of the chronic crisis in English economic
life. Here and there a ray of hope flickers up, but vanishes
as quickly, The restoration of the gold standard has accom-
plished nothing towards improving the situation. The convic-
ction is spreading more and more that thefoundations of Eng-
land's economics are shaken, and that the good oid times be-
fore the war will never return.

The following are the problems chiefly disquieting the
English bourgeoisie:

1.The growing unemploymenlt.
2, The decreasing export of English goods.

3. The absence of capital increment for foreign invest-
ment,

4, The lack of any solution as to economic policy.

5. The issue of the great struggles taking place this year
between capital and labour.

Unemployment.

We pointed out in our last report that whilst during the
past few years unemployment had been decreasing from year
to year — the corresponding months of the various years being
compared — this year a change is observable: the number of
unemployed has rapidly increased. The hope that unemploy-
ment was being liquidated, however gradually, has proved
false, In June the percentage of unemployed was consider-
ably higher than two years ago, in 1923,

Unemployment in percentages
of trade unions  of all unemployed

1924 1925 1924 1925
il._anuary. B . X 9
ebruary . . . . . . . 8.1 94
March . . . ... .. 7.8 9
April . . . . . .. .. 7.5 94
May .. ... .... 7.0 16.1
June . .. ..o 7.2 123 9.4 12.2

The absolute number of unemployed in receipt of the dole
on 6. July was

. 1,300,000,
This is greater by 275,749 than a year ago.

The unemployed are comprised as follows:

Men . . .. ......... 1,016.700
Women . . ... ... .... 220.500
Youths . . . . . ... ... .. 35.600
Girls . ... . ... ... 27.500

The increase in the number of unemployed is mainly due
to the growing unemployment among the miners.

According to a statement made in Parliament on 14. July
by the Minister of Labour, Maitland, unempsoyment has been
as follows:

Coal miners others total
End of June 1924. . . . . . 59.7 928 1041.7
End of October 1924 . . . . 130 1103 1133
End of June 1925 . . . . . 315 1024 1339

We see that outside of coal mining the number of unem-
ployed has increased but little, and has even decreased dur-
ing the last nine months.

In Churchill's opinion an increase of 75,000 is due to the
increased facilities introduced by the labour government in
the granting of unemployment benefit.?*) Betore the war
there were probably no less than 400,000 unemployed. The
number of persons reaching the working age has increased
by approximately 400,000. “The fact remains that at the pre-
sent time there are more workers in employment than has
ever before been the case, and that these — with rare ex-
ceptions — are being employed under better conditions and
at higher wages than ever before.??)

It is not merely the increase in unemployment, nor the
heavy burden imposed by unemployed pay, which disquiets
the bourgeoisie, but the “moral ruin” of the working class re-
sultant on the chronic unemployment. A closer investigation
shows that the increased unemployment is mainly among the
men (coal ‘mining), and that those out of work are chiefly
skilled and capable workers. )

England is thus threatened with the danger that one of
the foundations of its industrial ascendancy, its skilled labour,
will be lost by emigration, by disintegration, by lack of ade-
quate successors. And mobody can find any way out of this
situation.

The declining exports of English goods.

There is no imperialist country in the world whose pro-
sperity is so utterly dependent on foreign trade as England.
Thus the greatest uneasiness has been aroused by the figures
as to foreign trade in the last few months, especially the fi-
gures referring to June.

These are as follows:

In million pounds sterling

lwports Exports Import surplus

1924 June 88.6 - 72,0 16.6
1925 January . . . . . . 1289 823 46.6
ebruary . . . . . 110.1 83.2 26.9

March . . . . .. 1129 83.0 29.9
April . . . . . .. 110.4 733 37.1

May . . ... .. 104.3 78.7 25.6
June . ... 111.0 69.5 41.5

I. half year 1925. . 6717.6 470.0 207.6

The lessened export is chiefly in the products of the
branches of industry most depressed at the present time: coal,
iron and steel, ship building, machine building. Foreign trade
in iron and steel threatens to become adverse, as is shown
by the following figures:

#) These facilitations are now not only to be cancelled,
but severer conditions attached to the granting of benefit. The
dole is not to be granted until six days (hitherto three) after
the claimant is out of work. Among those to be excluded from
the dole are: i

Young people living with parents able to support them.

Maried women whose husbands are in work.

Foreigners, with certain exceptions (“Nation”. 11, July
1925),

*) From the speech by Churchill here mentioned.
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H in i . Nati 1i t
Fore B conomist”. 16, Mays i pounds steing  percenage

1913, . . . 2300 163 7.1

1000 tons 1920 . . . 5600 1032 18.4

Imports Exports Export surplus 1921, . . . . .. 3900 857 22.0

1913 monthly average . 186 414 228 1922 . . . . . .. 3500 715 22.2

1923, » : 110 360 50 1923. . ... .. 3800 718 18.8

1924 » : 202 321 119 1924. . . .. .. 3950 690 17.5

1925 January . . . . . . 235 325 90

1925 February . . . . . 235 299 64 To this must be added about 4% municipal rates.®) The

1925 Marph ...... 245 322 67 total is thus more than 20%; of the national income.
1925 April . . . . ... 274 298 24 At the same time the data for the current financial year

The value of the export surplus has remained approxi-
mately unchanged, better qualities having been exported.

The causes of this phenomenon have been cleared up long
ago. The recently published report of the commission appoin-
ted by the Macdonald government a year ago, under the pre-
sidency of A. Balfour and with the participation of various
well known labour politicians, merely repeats what is gene-
rally known. The causes are:

a) The diminished purchasing powers outside of England;

b) The development of local industry outside of England;

c) The supplanting of Brithis goods by the goods of other
countries,

This last point paves the way for a direct attack upon
labour: wages are too high, working hours too short, the un-
employed dole and poor law relief is the cause of too high
_ taxation, the trade unions have too many rights, etc. These
are the views which we hear expressed times out of number by
the representatives of English capitalist interests. Every ar-
gument inevitably concludes with the necessity of increased
exploitation of the workers! Innumerable articles seek to pro-
ve that the present high wages are rendering it impossible for
;:he English capitalists to compete with the German and

rench,

No Capital for Foreign Investments.

England's trade balante has always been adverse; but
the yield derived from shipping, banking business, from the
political exploitation of the colonies, and the interest on ca-
pital abroad, have always sufficed not-only to cover the de-
ficit, but to enable the capital invested abroad to be con-
stantly increased.

But the sums left over for investment abroad are be-
coming smaller and smaller. The trade balance is increasingly
adverse, as follows:

Mill. ‘pounds sterling

1913. . . ... . 158
1923 .. . . ... 203
1925 1. half year . 208

The amount of capital invested abroad diminished con-
siderably during the _war. England has to pay the interest on
its debt to America, but is not receiving a penny from its
Allies., The thought that England is already living on its capi-
tal, that is, is falling into a deficit in its relations to abroad,
is becoming more and more disquieting.

A compilation made by Sir A. Smith, president of the
Employers' Association in the iron and metal industry, shows
the amount of capital free for investment abroad to have been
as follows:

Mill. pounds sterling

1920 . . .. .. 352
1922. . . .. .. 154
1923. . ... .. 102
1924. . . . . .. 29

Judging by the results of the first five months, the year
1925 will witness a minus of 25 million pounds sterling; this
amount England will consume from its capital abroad. (“Eco-
nomist”, 26, June),

The possibility of investing capital abroad has also been
much restricted by the high taxation, and by the increase of
unproductive expenditure: increased administrative and mi-
litary expenses, unemployment dole, poor law relief, etc.

The burden of taxation borne by the national income,
according to various but not very divergent estimates, are
as follows:

show an increase of expenditure and a decrease of revenue
exceeding that estimated by the budget; up to now the deficit
amounts to 50 million pounds sterling. (Last year at this time
to only 38 million pound sterling. At the beginning of the fi-
nancial year in England, there is invariably a deficit, the di-
rect taxes coming in later.) When the expenditure for the new
cruisers so urgently demanded by the military wing of the
Conservative Party are added to this, there will be a hand-
some deficit.

[t is an actual fact that the visible capital investments ab-
road have greatly decreased during the last six months, but
it is by no means clear whether this is a result of the embargo
on loans abroad — as an outflow of gold might endanger the
gold standard — or whether there is really a lack of free
capital,

Fresh capital investments have been as follows:

Mill. pounds sterling
first half year
1913 1923 1924 1925
. 120.3 181.3 105.6 112
203 924 444 178.7%)
522 38 28.1
36.7 232 5.1

Total R
Share of this for inland .
British possessions 43
foreign countries . 57

” ” ” ”

” ” ” ”

We see that in 1913 of the fresh capital invested, one sixth
remained at home, two sixths went to the colonies, and one
half to foreign countries. 1925: four sixths at home, a small
fraction abroad! Extensive investments of capital abroad have
however always been one of the fundamental pillars of Eng-
lish economics and English imperialism.

The introduction of the gold standard demands great sa-
crifices from England, renders it dependent on America, en-
hances competition with Germany and France, and causes a
prohibition of the investment of capital abroad. When a body
is so diseased as English economics are at the present time.
the disease only breaks out all the worse when an attempt is
made to deal with separate symptoms.

The Hopelees Prospects of English Economic Policy.

The hopeless position of English economics is best cha-
racterised by the utter lack of any political economic idea as
to finding a means of escape from the crisis. Nobody can
think of any sensible proposal against unemployment or against
the crisis in heavy industry, or in aid of the textile industry
now working constantly on short time. The coalition govern-
ment was followed by a conservative government, this by a
labour government, and this again by a conservative govern-
ment, but no new idea in economic policy has been brought
forward all this time.

The sole positive factor to be observed is the gradual
sliding into the protective tariff policy. The Mac Kenna duties
were reintroduced on 1, July.”) Besides these there are duties

) “Economist"”, 27. June,

) The “Economist” of 4. July observes in this regard,
that the greater part of newly invested capital at home has
been put into industry and trade, which does not agree with
the general pessimism on the possibilities of trade expansion.

) The Mac Kenna duties are ad valorem duties, and
amount to 33% on the following description of goods: clocks,
cleck works or parts therof, cinema films, motor cars and
cycles and their parts (with the exception of. tyres), musical
instruments, (The increased imports in June were due in part
to the enhanced import of precisely these goods.)
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on lace and gloves. Other duties are in course of preparation.
General uncertainty prevails here as everywhere else. The
“Economist” rightly observes that, the idea that the greatest
trading nation in the world should have a well-considered and
permanent financial policy has ben quietly abandoned.
(13. Juni.)

In our former reports we dealt in detail with the tariff
question, We see that those branches of industry which are
suffering most severely from the crisis — coal, iron, steel,
shipbuilding, and cotton — derive no advantage from the pro-
tective tariffs, for these are industries expressly dependent
on export. Only the formation of powerful cartels can incre-
ase profits once more, but even this cannot increase produc-
tion,

The Struggle between Capital and Labour.

The most difficult problem facing the English bourgeoi-
sie is the impending struggle with the working class. The
struggle is inevitable, for the English bourgeoisie is so haras-
sed on all sides that it can find no other means of escape than
that of an attack upon the working class. But the English wor-
king class is well organised, and ready to fight, in spite of the
wide-spread unemployment. The English bourgeoisie is en-
tering the arena unwillingly. The Conservatives, headed by
Baldwin, have done nothing for months past but preach class
harmony to the workers, and to persuade them to give way
without a struggle.

The catchwords of mutual understanding, co-operation,
etc, are repeated without end. Their substance is: the wor-
kers are to make sacrifices.

In the coal mining and machine building trades the situ-

ation is extremely difficult, both for workers and employers; .

for the workers on account of the prevailing unemployment,
and for the capitalists on account of the enormous scale on
which they will have to take up the fight. The ferment among
the English workers is greater at the present time than it has
been since the Chartist movement.

These huge struggles, the general economic crisis, and the
boycott of English goods in China, are the factors which make
probable a further worsening of English economics in the im-
mediate future.

France.

In our last report we intimated that in France too the
days of continuous economic prosperity are at an end, unless
a fresh depreciation of the currency should bring about an
artificial revival, There is no exact crisis to be reported from
France, no visible unemployment, but the beginnings of a cri-
sis have been observable; this however has been checked
by the renewed depreciation of the franc. This only shows
what a severe crisis France will have to undergo when it ma-
kes a serious atlempt at stabilising the currency.

Unfortunately, very few data are obtainable regarding
French economic life, and such data as are available are al-
ways published very late. A few may however be adduced.

Production
Coal Iron Steel
per day
' 1000 tons

January . . . .. .. 160,4 669 608
February . . . . . . 158,7 637 569
March . . . . . .. 159,4 689 607
April . . . . . . .. 156,8 686,1 587
May . . ... ... 159,5 706,3 596,3

As is the case in Germany, the figures referring to heavy
industrial production do not correspond to the alarming re-
ports circulated by the press. There was no decline in pro-
duction up to and including May. The number of coal miners
employed sunk however by 1500 between April and May! The
output of steel and iron already exceeds that of Great Britain!

The data as to foreign trade are of special importance.
The figures relating to value of imports and exports show fa-
vourable conditions in the foreign trade balance.

Foreign trade has been as follows since January (in
million francs): .

Imports Exports

January . . . . .. 3172,6 3562,6
February . . . . . . . .. 3346,4 3595,1
March . . . . ... ... 3306,7 3762,2

April . . . . . .. ... 3051,0 35517,7

May . . .. .. .... 2968,7 3640,2

June . . ..o 2991,1 3506,6

Total . . 18.836,5 21.624,4

The franc has however fluctualed so much that we must
not place too much confidence in figures expressing values in
French francs.

The data referring to commodities are more reliable for
judging the actual degree of economic prosperity. Here we
find a great decrease in the imports of raw materials during
the first 5 months (data for June are not yet available), im-
plying a corresponding decrease of production (even for the
immediate future). Foreign trade, classified according to des-
criptions and quantities of goods, was as follows during the
first few months of the year:

January to May Difference compared

1925 1924 with 1924
Imports Quantities in 1000 tons
Food . . . . .. 1,655 2,186 — 531
Raw materials . . 16,721 20,708 — 3987
Manufactures . . 542 682 — 90
Total . 18,918 20,526 — 4608
Export
Food . . . . .. 526 578 — 52
Raw materials . . 10,489 9,166 + 1328
Manufactures . . 1,578 1,484 + 9%
Postal parcels. . . 16 15 + 1
Total 12,609 11,243 + 1366

This huge decrease in the imports of raw materials, 4 mill.
tons in 5 months, along with an increase in exports of 1,300,000
tons, yields a minus quantity of 5.3 million tons for French
industry, or 25% of last year's total imports. This is a serious
portent for the future,

Another sign of declining prosperity is the lessened re-
ceipts from the turnover tax. We do not however know what
delay there is in the payment of the turnover tax, so that it
is difficult to draw conclusions. The receipts have been as

follows:
First three months of 1925 . . . 1099,6 mill. frcs.
4. and 5. months together . . . 536 » ”

The chief cause of the crisis is the fact that the econo-
mics of the country cannot permanently stand the costs of
restoration and of the imperialist policy. The same process
is being undergone as in Germany: a steady if gradual expro-
priation of the middle classes by means of inflation. The mid-
dle classes are now beginning to offer resistance against fur-
ther expropriation; they are buying foreign securities, and
are no longer disposed to place their savings at the disposal
of the state or of the French capitalists. The following in-
teresting series of figures show this tendency:

Issues made by the joint stock companies*”} in mill. frcs.

Deducted from this

Shares Debentures Total for restoration
1922. . . .. .. 1378 13,192 14,570 8000
1923. . . . . .. 2277 9,495 11,772 5000
1924, . . . . .. 3694 3,509 7,203 1632
1925 (I. quarter) . 237 25 262 —

“French savings, after having lined the state treasury on
a magnificent scale after the war, and reviving business, ap-
pear to have shrunk to a ridiculously small sum?®)."

*7) Figures taken from “Wirtschaftsdienst™. 24. April 1925
("L'Information”, 30. May). :

*) Ibid.
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The same is to be observed in the case of the bons de
défense nationale, which have been renewed less and less
since october 1924 on falling due monthly.

During the last few months difficulties have been increa-
sed by a threat from the socialists as to the imposition of a
capital levy. The capitalists .at once began shiiting their ca-
pital to foreign countries; mention was made in Parliament of
17 milliards which had crossed the frontier into Italy alone
during the last few months. Other estimates calculate the total
capital which has left France of late to be 30 to 35 milliard
francs.

The end result of these developments is a genuine credit
crisis, such as we have already experienced in other countries.

“The shortage of money is at the same time the cause
of great difficulties to private undertakings. The issue of
new shares and debentures has had to be stopped alto-
gether, as the capitalists are showing little inclination to
invest their capital in French securities . . . . At the pre-
sent time it is hardly possible either to discount a bill or
to obtain a bank credit. For the latter 18% has to be paid

* as a rule, 12% being interest, 5% risk premium against
depreciation of the franc, and 1% stamp®*).”

Conditions are now even worse, but temporarly alleviated
by an increase in the notes in circulation from 41 to 51 milli-
ards.

In any case, it appears to us that French economics have
arrived at the point where the favourable effects of the in-
flation are beginning to give place to the opposite. And whe-
ther the inflation policy be continued or a stabilisation be stri-
ven for and obtained, in any case French economics are now
starting on a path considerably less smooth than hitherto.

Italy.

The most important event in Italy's economic life in the
period under report has been the extreme depreciation of the
lira, following that of the franc. As much as 144 lire have been
paid for the pound. The rate has remained fairly stable for
some weeks at 130, as compared with 100 six months ago.

It appears to us that the essential cause of the deprecia-
tion of the lira is the same as that of the franc: the economic
base is too weak to bear the expensive military and imperia-
list superstructure. Hence the burden of the same can only be
borne by means of an inflation which expropriates the middle
- classes. The balance of economic is extremely unstable, and
any external impact, such as the demands made by the United
States and England for the consolidation of the interallied
debts, or the threatened conflicts in the Mediterranean —
Morocco war, Tanger question, etc. — suffices to bring about
a fall in the value of the currency. This fall has come about
the more easily on account of the extremely adverse foreign
trade balance of the last few months, a factor which must also
be added to the "technical” causes of the depreciation des-
cribed by Einaudi.

During the first few months of 1925 foreign trade was as
follows™®),

In mill lire
Imports Exports Import surplus
January . . ... ... 1828 1119 709
February 2073 1403 670
March . . . . 2587 1480 1107
April . . . ... ... 2600 1343 1257

For the sake of comparison it may be mentioned that in
1924 the adverse foreign trade balance was only 1466 millions
during the first four months of the year. The difference is due
to the increased import of food, which is partly a consequence
of the poor crops.

As against this import surplus there is a foreign credit
obtained by the government from Morgan in America, to the
amount of 50 million dollars, corresponding to about a milliard
lire, There are no data showing whether this loan has already
been applied and is exhausted. But in no case does it suffice
to make good the adverse trade balnace. Having regard to
the unfavourable conditions obtaining in industry all over the

) “Wirtschaftsdienst™. 3. April 1925,

world it is probable that this balance has been equally adverse
in the last few monts as in March and April. This appears
to be the immediate cause of the fall of the lira.

The financial position of the state itsell — if the state-
ments of the Fascist Minister of Finance are to be believed —
ns extremely favourable. The national debt has been as fol-
lows*)

Milliard lire

96.53

91.01

The inter-allied debts are obviously not included in these
figures,

There is nothing important to be noted with regard to the
note circulation up to the present. This has been:

Million lire

30. September 1923
30. April 1925

1. January 1925
20. May 1925

A second rise in the bank rate and extensive reduction
of credits are aimed at continuing to prevent an increase in
the notes in circulation.

State finances show a surplus of 2497 lire for the first nine
months of the current financial year, up to 31. March 1925;
thus no danger to the currency threatens from this side.
Economic conditions do not appear to have grown worse in any
way during the last few months. The crisis in heavy industry
has enabled Italy to keep its coal and iron trade afloat by
cheap prices. Low wages and depreciating currency increase
its competitive capacity in the world's markets.

Unemployment has been as follows, according to the sta-
tements issued by the insurance authorities™):

1. January 1925 . . 150.449
28. February 1925 . . . . . . 156.659
31. March 1925 . . . 142,552
30. April 1925 . . . 126,521
31. May 1925 . . . . . . .. 101,405

Of the 49,000 who have found work since January
24,000 are agricultural labourers,
19,000 building workers.

| In industry itself unemployment has maintained the same
evel,

The figures characterise the course of unemployment, but
not the absolute number of unemployed, which is certainly
much greater. Emigration to the United States, and to Canada,
Brazil, and Argentina, has declined owing to the restrictions
placed everywhere upon the immigration of Italians. This is
bound to lead to increased unemployment at home, and at the
same time will diminish the amount of money remitted home
by the emigrants, thus again damaging the payment balance.

The other European Countries.

In the other countries of Europe conditions have changed
but little in the period covered by this report. Stabilisation
continues in Poland, Austria, and Hungary. It is probable that
the favourable crops in almost all European countries will
bring about a certain improvement in economic conditions, es-
pecially in the agrarian export countries of the Danube basin.
Provided, of course, that the fall in the price of corn does
not cause too great a disparity between its price and those
of industrial products. The main lines of economic policy: the
setting up of tariff walls on the one hand, and indebtedness to
foreign countries and passing of capital into foreign hands on
the other, are still being pursued.

The United States.

- The spring depression, an economic condition peculiar to
America for the last three years, still continued during the
period dealt with in this report, but appears to have passed
its culmination. This depression has been by no means so se-

%) Statement made by the Minister of Finance at the ses-

sion of the Chamber held on 3. June,
M) “Corricre Mercantile™, 11, July.
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rious this year as in 1924, This is shown by the following ge-
neral indications of the degree of prosperity:

LR 0o % o
288, B8, S8 353
Z8&xtT 2288 $4E Ef
BE58 wEEs &8s S E
ssg” £3%0 T8 3%
#£F Es 8 22
May 1924 . . . . . .. 104 96 — 420
January 1925. . . . . . 127 95 - 309
February 1925 . . . . . 124 96 909 311
March 1925 . . . . . 120 96.4 931 491
April 1925 . . . . . . . 119 96 959 568
May 1925 . . . . ... 111 95 986 496

In round figures, production has fallen off by 16%, recko-
ned from January. The index figure showing the degree of
employment remains unaltered. We have often drawn atten-
tion to the disparity between these iwo series of figures. We
have already adduced data, in the general section, which show
the actual unemployment to be greater., The striking revival
of building activity has come as a surprise to the American
political economists themselves. The increased number of loa-
ded goods trucks is also to be ascribed to this last factor.

With regard to the individual branches of industry, those
in connection with the building trade are the most flourishing.
The following table gives some of the most important produc-
tion data: :

- & Cotton
& £2 Motor

3 § g-; Iron Steel cars sufx? ;:1t-ion

mill. tons 1000 tons 1000 pieces 1000 bales
April 1924 29,5 6,8 3233 2576 346 479
May 1924 31,2 7,7 2615 2061 286 414
January 1425 51,9 7,4 3370 3263 213 590
February 1925 39,0 7,2 3214 2032 253 550
March 1925 . . 37,6 7,1 3564 3336 332 582
April 1925 . . 33,7 7,5 3259 2858 391 597
May 1925. . . 35,9 8,2 2931 2754 383 531

We see that production has increased all along the line as
compared with the corresponding months of last year. On the
other hand, the decline is fairly considerable when compared
with January. This is most strikingly observable in the iron
and steel industry, where —-as is to by seen {rom the fewer or-
ders received by the steel trust even the reduced production
exceeds the demand. The following figures give an idea of the
situation:

Orders on hand Blast furnaces

steel trust, working,
1000 tons beginning of month
January 1925 5037 251
February 1925 5285 254
March 1925 4864 245
April 1925 4447 220
May 1925 4050 196
June 1925 3710 : -

The further development of the economic situation de-
pends greatly on the result of the crops of the most important
agricultural products. An excellent cotton crop is already cer-
tain; the yield will exceed last year's by 13 million bales. As
to the grain crops, the official estimates give much lower fi-
gures than last year's. It is however not yet possible to form
any definite judgment, as the estimates are generally much be-
low the actual crops. But in any case the crops are likely to
be not inconsiderably less than in last year, and since prices
are anticipated to be low, this will mean a worsening of the
position of the farmers, and in consequence all-round worsen-
ing of economic conditions,

Despite the Spring depression, the economics of the Uni-
ted States are none the less in a robustly healthy condition,
and are vyielding a wealth unattainable under European con-
ditions, A population numbering 6% of the globe is producing
and consuming more than one half of a number of most im-
portant commodities: coal, iron, steel, copper, petroleum; cot-
ton and silk; motor cars and films, And although further deve-
lopment is being hampered by the decay of European capi-
talism, American economics are nevertheless still following a
rapidly ascending path.

The general economic prosperity of the United States is
evidenced by the condition of state finance. N .
The figures for the financial year ending June 30. are as
follows, according to the report issued by the secretary of
state Mellon*?):
in mill. dollars

Revenues . . . . . . . . . .. . . 3780
Expenditure . . . . . S . 3530
Surplus . . . . . 250

The budget had only estimated a surplus of 67 millions.
The national debt was reduced by 735 dollars in the course
of the year. At the present time the national debt is

20,513 million dollars

in round figures 180 dollars per head of the population. On the
other hand — as shown in the general section — the United
States possess net claims on foreign countries to the amount of

17,000 million dollars,
so that the inner national debt is covered by this.

It may perhaps be of interest to note that in 1923 there
were 7,698,321 persons in America paying income tax on an
income totalling 26,336 million dollars. There were 74 persons
paying income tax on a yearly income of over a million dollars,

Foreign Trade.
Foreign trade has developed as follows:

in mill. dollars

Imports Exports  Import surplus
{:anuary 346 46 100
ebruary . . . . . . .. 333 371 38
March . . . . . 385 453 68
April . . . ..o 349 399 50
May. . . ... ... .. 328 370 42

We thus observe an export surplus of 298 million dollars
in the first five months of the year, as compared with 207 mil-
licn during the like period last year. During these five months
exports amounted to 2039 million dollars as compared with
1783 million last year. Export of goods shows a tendency to
rise from year to year,

As compared with this, the export of gold has fallen ra-
pidly. This has been as follows (gold import being deducted): -

mill. dollars

January . ... ... .. ... 69
February . . . . . . . .. . .. 47
March . . ... . ... 18
April. . . . . . .o 000 13
May . . ... ... ... .. 2

The eleven months of the current year show a net export
of 112 million dollars, an exceedingly small sum in view of the
enormous gold reserves possessed by the United States.

The Investment of Capital Abroad.

The extremely favourable foreign trade balance, the ex-
port of gold, and the receipt of interest on the capital inve-
sted abroad, render the investmeni of further capital in for-
eign countries an imperative necessity. According to a state-
ment — which cannot however perhaps be taken to be fin-
ally correct®),

552 million dollars were lent during the first half of
1925, this signifying an increase of 380 million dollars as
compared with the first half of 1924, These loans have
been distributed:

mill. dollars
Europa . . . . . . . .. .. 237
Latin America .-. . . . . . .. 151
Canada . . . . . e 132
“Asia .. .. L. 36
#) “Financ. and Comm. Chronicle' 4. 7. p. 33.

#) Borsen Courier”, 25. July.
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The share allotted to European companies has been 48
million dollars, of which German industry alone received 36
million dollars,

The amount of fresh capital invested at home and abroad
during the first half of 1925 reaches a total of

2844 millions™),

Should these figures be correct, the share of this capital
invested abroad is fairly high, in round figures 20%.

The possibility of being able to invest capital abroad, the
fact that, apart from a few small neutral European states, all
the countries in the world are dependent on American loans,
the tremendous economic power of the United States — all
this makes America the decisive imperialist force of the world,
however carefully this fact may be veiled by the catchword
of "non-interference in FEuropean Affairs”, non-participation

in the League of Nations, etc. Every important world-political -

decision of the last few years: the Washington disarmament
conference, the Dawes plan, the London agreement, all have
come about under the decisive influence of the United States.
England’'s return to the gold standard has also been accom-
plished with the concurrence and support of the United States.
At the present time United States play almost the same de-
cisive réle in the world's politics as Great Britain before the
war. This is evidenced by the retreat of England and Japan in
China, and by the forced agreement to the China conference.

‘The United States are in favour of peace’”; this we are
told again and again in every speech and proclamation. Ame-
rica demands peace, disarmament, conferences, irom the other
nations, but for its part it goes on quietly with the most exten-
sive chemical and technical war preparations. It demands pea-
ce from the others, and makes peace a condition for the fur-
ther granting of credits. And in actual fact it is anxious for pea-
ce, at least at the present moment, for it hopes that its finan-
cial and economic supremacy will suffice to gain it its imperia-
list ends even without resort to war!

The events in China have become the centre of world
politics. Asia is coming more and to the forcfront of the
general interest. It is upon Asia (and South America) that
the bourgeois economists, hoping for a fresh revival of capita-
lism, are concentrating all their hopes.

As a matter of fact, Asia appears to offer enormous pos-
sibilities of development for capitalism. Its population of 1000
million exceeds by far all the other parts of globe put to-
gether. Only a very small section of this tremendous popu-
lation is beyond the reach of colonial exploitation. Siberia
and Central Asia form a part of the Soviet republics. Japan
with its population of 60 million souls forms the sole imperia-
list state of non-European origin. Since the war Turkey has
gained political indcpendence at the cost of a severe struggle.
But the overwhelming mass of this vast population, 800 1o
900 million human beings, appcar to be an casy prey for the
imperialist powers. Despite their old and frequently very ad-
vanced civilisation, these peonles, the Chinese and Hindu
races, have proved rather helpless up to now adainst Euro-
pean ‘“culture of arms”, and appear to offer an in-
comparably rich field of exploitation, if they can only be
brought completely bencath the yoke of capitalism.

And not only arc enormous reserves of human material
to be found in thesc coumtries, but the requisitec material
means as well. Great stores of uncxploited natural wealth:
coal, iron, cndless forests, huge rivers; unlimited possibilities.

To be sure, the white ‘“bearers of civilisation” have a
tremendous ‘“task’ before them in order to convert all these
vast possibilities into actual profits for the capitalists of the
imperialist powers. The demand of these great masses of
human beings for the goods produced by capitalism is very
limited: the sum per head of the population is infinitesimally
small. And besides this these ‘“unreasonable’” peoples are
putting up an ever increasing resistance to the intrusion of the
capitalist bearers of civilisation; they prefer to make use of
the antagonism of interests prevailing among the imperialist
powers for the purpose of preserving their independence, and
to turn for support to the sole non-capitalist great power,

M) “Economist'’, 4. July. Statement made by the Amecrican

bankers Dillon Read & Co.

the Union of Soviet Republics. It appear as if the fate of
werld capitalism is going to be decided in Asia. Either the
imperialist powers, suppressing their mutual antagonisms for
the moment, will succeed in establishing and extending their
dominance in Asia, and in thus ‘isolating the Union from the
South and the East, or a fresh world war will arise between
the imperialist world powers for predominance in Asia, follo-
wed by a fresh stage of world revolution, or the Asiatic peo-
ples, will emancipete themselves — perhaps at the very outset
under the hegemony of the proletariat — from the yoke of
the imperialist exploiters, thus depriving thc already shaky
capitalist state of society of one of its pillars, and depriving
the bourgeoisic of the colonial powers of the possibility of
cmploying colonial surplus profits for the purpose of buying
over sections of the upper strata of the proletariat at home
for the imperialist regime. These are the most important pos-
sibilities of further development . . . .

This overwhelming significance of Asia in the present and
immediate futurc renders it imperatively necessary to have
detailed current information on Asiatic economic life. But
unfortunately we have no opportunity of obtaining this. The
lack of knowledge of Asialic languages in our circles renders
us dependent on the ome sided and falsified accounts contained
in books and newspapers publishcd by the imperialist powers
in their own interest. It is only occasionally that some im-
portant fact can be fished out of this tissue of lies. The
statislics which appear are incomplete, are published late, and
are inconsistent and falsificd. We are thus not able to do
more than outline the gencral developments, in so far as this
can be done by the application of Marxist methods to this
jumble of falsehood.

The most important facts appear to be the following:

1. Asia is making rapid progress in capitalist development.
It is passing from the stage of natural economy to that of
commodity economy, from handicrafls to capitalist big indu-
stry; from self-sufficicney to interlocking in the world's cco-
nomics. We give data referring to the scparate States.

2. The importance of the Asiatic market for the imperialist
world powers is therefore rapidly increasing. This is shown
by the following data:

In millions
United States (dollars): (Fin. Chr, 925, p. 311))
Imports from 1913 1922 1923 1924
Japan 989 3543 3469 3401
China . 401 1346 1876 1179
India . . . . . . .. 704 912 1280 1033
Dutch Indies . .. . . . 50 344 54-9 57'5
Straits Settlements . 246 938 1538 1481
2390 7083 871-2 7669
Exports to 1913 1922 1923 1924
Japan . . . . ... .. 625 2185 2642 2503, .,
China 253 1003 1086  1092%"
India . .. . .. ... 110 307 302 349
Dutch Indies . . . . . . 34 81 12:1 145
Straits Settlements . 2:9%) 56 74 75
o 71051 3632 4225 4064
*) Average 1910/14
England (pounds sterling):
Imports from 1913 1922 1923 1924
Japan .. . ..o 38 75 68 7°5
.China . . . . . . . .. 29 66 123 138
India . .. ... ... 361 382 — 790
Dutch Indies . . . . . . 34 89 — 1211
Straits Settlements 159 80 107 106
621 69-2 — 123-0.
Exports to 1913 1922 1923 1924
Japan . 14'5 242 264 269
China . 14'8 230 186 204
India . ... .... . 1703 92:1 — 906
Dutch Indies . .. . . . 723 96 — 80
Straits Settlements . . . 58 66 . 78 83
155'5 — 154-2

1126
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Japan (yen):

Imports from 1913 1922 1923 1924
China . . . . . 61-2 1863 2047 —
India . .. ... ... 1732 254°1 3057 —
Dutch Indies . . 374 718 730 —

2718 512-2 593-4 —-

Exports to 1913 1922 1923 1924
China . . . . ... .. 154.7 3335 272.2 —
India . ... .. ... 29.9 97.2 99.6 -
Dutch Indies . . . . . . 5.1 474 40.6 —
289.7 478.1 412.4 —

These figures show a great increase in trade with Asia,
especially on the part of the two imperialist powers situated
on the Pacific Ocean, Japan and the United States. England
has not been able to keep pace, especially in export. Whilst
the cxports of the United States have risen by more than
300% since 1913, that of England has risen by scarcely 40%.
Germany, after having been removed from the ranks of im-
perialist powers by the great war, has here also been pressed
into the background.

Germany *) (million marks)

Imports from Exports to
1914 1924 1914 1924
Japan . . .. .. 46.6 17.6 122.7 144.0
China . . . . .. 130.5 127.2 122.9 114.3
India . . . .. .. 541.8 397.8 150.7 151.9
Dutch Indies . . . 227.6 246.6 98.6 - 65.7
946.5 789.2 494.9 474.9

In 1914 German exports to the chief countries of Asia
cxceeded that of the United States; in 1924 the export of the
United States is almost four times that of Germany!

Asia's importance as a market for the sale of goods from
the capitalist countries has also relatively increased, in com-
parison with the total exports. Exports have been as follows:

United States (mill. dollars):

Total To Asia %/
1913 2.166 121 5.6
1924 4.590 515 11.2
Germany (mill. marks):
1913 10.097 548 5.5
1924 6.568 511 8.0

The restrictedness of the world's markets as compared
with productive capacity renders it inevitable that there should
be a struggle of cver-growing acuteness around this rapidly
expanding market. If we regard the process of the linking
up of the chief countries of Asia with the world's cconomics,
as viewed from thesc countries, we get the following picture:

A

Foreign trade of the most important Asiatic countries:

Japan China India Dutch Indies
1] 0n |2 [Z] n " 12 N
: 0§ : : & & & %
E i E & g o E o
Mill, yen Mill. H. taels Mill. rupees Mill, fl,
1910 460 454 463 381 1.246 2.060
1913 726 629 570 403 1.833 2412 437 614
1919 2125 2050 647 631 1.833 2.898
1922 1.847 1.594 945 655 2.394 2.792 691 1.136
1923 1982 1.448 2.276 3.488
1924 1.807 2.467 3.849

35) “Wirtschaft und Statistik" 1924. No. 8.

It is to be regretted that these data have been published
so late; even now figures are lacking for 1923 for some coun-
tries. It would however appear that the development is slo-
wer than when viewed from the side of the imperialist great
powers. This means that these latter are appropriating a grow-
ing part of the trade of Asia, at the expense of the non-im-
perialist countries.

This is shown by the following table, which gives the share
of the most important states in Asiatic trade, in percentages,
The latest data unfortunately only refer to the year 1922, The
rapid penetration of Japan and the United States is obser-
vable, and the falling behind of the European countries:

Participation of the imperialist powers in the foreign trade
of the most important Asiatic countries (in percentages):

Japan.
Imports from Exports to
1913 1922 1913 1922
United States . . . . . 16.8 315 29.2 44.7
England . . . . . . . 16.8 12.3 5.2 33
France . . . . . . .. 0.8 1.0 9,5 4.8
Germany . . . . . . . 9.4 5.9 2.1 0.2
Italy . . .. .. ... 0.2 0.2 4.6 0.3
India . . . . . . . .. 23.7 134 4.7 59
China . . . . .. 84 9.9 244 204
China.
Imports from Exports to
1913 1922 1913 1922
United states . . . . . 6.0 17.3 9 15.0
England . . . . . -. 165 149 4.0 59
France . . . . ... 09 0.5 9.7 6.1
Germany . . . . . . . 4.8 2.5 4.1 1.5
Italy . . .. . .. .. 0.1 0.2 2.1 0.9
Japan . . ... 20.4 23.7 15.9 24.1
India . . . . . ... 83 44 1.5 1.5
\A
India.
Imports from Exports to
1913 1922 1913 1922
United States . . 27 6.1 89 11.1
England . . . . . .. 64.2 60.3 23. 21.2
France . . . . . . .. 1.5 0.8 7.2 5.0
Germany . . . . . . 69 A7 10.8 7.6
Italy . . ... .. .. 1.2 09 3.2 3.1
Japan . ..o 2.6 5.5 23 44
China .. .. ... 09 1.2 2.3 44

3. Besides increasing in importance as a market for goods,
Asia is becoming more and more a market for the invest-
ment of capital. Here again two neighbouring imperialist po-
wers, the United States and Japan, have succeeded in taking
the lead. England, formerly the largest holder of invested
capital in Asia, has now fallen behind America and Japan in
the investment of fresh capital. At least so much is to be ga-
thered from the incomplete data at our disposal.

4. A point of special importance is the development of a
national bourgeoisie and of a real industrial proletariat in the
countries of Asial In Japan this process is already completed;
in India and China it is only beginning. The rise of these new
classes imparts a special character to the political life of these
countries, The proletariat stands wholly for the idea of na-
tional emancipation, which at the same thime signifies to a
great extent social emancipation. The new national bourge-
oisie is vacillating; in its character as bourgeoisie its interests
coincide with those of the foregn bourgeoisie against the na-
tive proletariat; in its character as national bourgeoisie op-
pressed by foreigners, its interests ccincide with those of its
own proletariat, and of the whole mass of the oppressed pea-
santry, 1n1s dual standpoint prevents the bourgeoisie of China
and India from leading the fight against imperialism with full
force; the possibility thus arises that the young proletariat of
these countries may carry out the social revolution simultane-
ously with the national revolution.
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We have however too little insight into the actual conditi-
ons to be able to form a judgment on this question.

China.

The events of the last few months have caused China, to
be the centre of public interest. It is obvious that it is around
the Chinese question that imperialist antagonisms will come
to « head, within the next few years.

The absence of any reliable statistical data unfortuna-
tely renders it hardly possible to give an idea of the economic
conditions in China. The sole field of statistics to which any
attention has been paid is that dealing with the subject of
most interest to the imperialist powers — foreign trade. Under
these circumstances we must content ourselves with sketching
general outlines, ‘

To us it appears that the main problem consists of the
manner in which the vast masses of the Chinese people will
react to the intrusion of the imperialist powers. Will the de-
velopment be analogous to that of the Japanese? That is: will
a Chinese capitalism develop as a reaction to the influence of
imperialist pressure, and the Chinese people emancipate itself
from imperialist pressure under the leadership of the Chinese
bourgeoisie? Or will China succumb to imperialist pressure?
Will it continue to be dismembered by the various imperialist
powers, and be the scene of a mighty strudgle for the division
of the spoil among the powers concerned? Or will the resi-
stance of the Chinese people against imperialist subjection be
led at once by the Chinese proletariat, and national emanci-
pation made to coincide, in some way not yet clear to us, with
social emancipation? These are the great problems on whose
solution depends not only the fate of the Chinese people, but
to a great extent the further course taken by the revolutio-
nary movement all over the world.

We have just referred to the continuation of the dismem-
berment of China, It is an actual fact that during the last few
decades sections of the great Chinese Empire have been suc-
cessively torn away from it by the imperialist powers. If we
look at the map of China, we find the border areas indicated
in bright colours showing that imperialist powers have appro-
priated this or that part. In the South, France has divided off
several provinces under the name of Indo-China. Japan has
taken Formosa, Corea, and (if not formally) parts of Man-
churia. England has only occupied a few positions on the co-
ast but these are most important from the standpoint of stra-
tegy and foreign trade. Tsarist Russia before the war laid its
hand upon the whole of Manchuria. Germanv had seized upon
the Kiao-chou area. where it was supplanted during the great
war by Japan. Of all the present great powers, the United Sta-
tes alone have not yet seized upon any part of Chinese terri-
tory.

If the United Statec have abstained up to now from appro-
priating a section of China, their abstention has not been out
of love for the Chinese people. In China the United States
pursue the same policy as in Europe, the policy of the so-cal-
led “open door.” That is, they are not content to take part as
equals with the other powers and merely seize upon a piece
of territory for themselves; they aim at grabbing the lot. And
if of late they have given the impression of siding with the
Chinese against Japan and England. in the question of the
ex-territorial rights of foreigners in China, they are only doing
this in the hope that, when all have eaqual rights over the
whole area, their economic supremacy will enable them to be-
come actual rulers of this vast countrv. They do not stand
for the liberty of the Chinese, but merely oppose special pri-
vileges for England and Japan, the chief hindrances to Ame-
rican expansion in China. Their present policy is the consi-
stent continuation of the policy of the Washington Conference,
according to which England was forced to dissolve its alliance
with Japan, and Japan was obliged to evacuate the former
German trritory which it had occupied in China, as well as
Manchuria,

Besides the districts completely appropriated by the im-
perialist powers, certain districts of the most important Chi-
nese cities have been occupied bv foreigners under the name
of concessions, so that in actual practice all centres from
whence communication is carried on with abroad are in the
power of foreigners,

The enslavement of China by the imperialist powers is of
course being carried out under that most hypocritical of prete-

exts, the introduction of European civilisation.

The Inner Transformation of China.

Despite the meagre information which we obtain with re-
gard to the inner economic life of China, it seems at any rate
clear that the process of capitalisation is proceeding at a ra-
pid~pace. The lack of order so condemned by the imperialist
powers, the absence of a central government controlling the
whole realm, the disintegration of the country into separate
parts under the special government of separate generals, is
by no means inconsistent with this capitalisation. We must
not forget that the Chinese population numbers about 400 mil-
lion human beings, and that even were it divided into ten
parts the result would still be States with a population of 40
millions, countries as large as the large states of Europe. What
appears to be going on in China is the development of sepa-
rate states of a size corresponding to the present stage of de-
velopment of productive forces in China. The former unity of
the whole realm was a unity based upon a foundation of feu-
dal economics, and the rapid transition to the methods of ca-
pitalist economics renders a return to the old unity impossible.

On the other hand, the imperialist powers are themsel-
ves in part to blame for the fact that no central government
can be formed in China. The imperialist powers have confisca-
ted the most important and sure sources of revenue of the
central government, the duties and salt tax, for the purpose
cf covering the interest on the foreign loans. On the other
hand, they have taken it on themselves to limit these duties
to 5% of the values taxed. At the present time there is no sta-
te in the whole world with such low duties as China. It is thus
the imperialist powers themselves which artificially condemn
the central government to impotence, and utilise this fact for
the purpose of causing internal confusion in China, to the end
that they may buy the separate militarv leaders, and make
further preparations for the division of the great empire am-
ong themselves.

Under these circumstances it is no wonder that the present
Chinese government is in continual financial difficulties. It is
a well known fact that in 1920 the whole of the leading banks
of Great Britain, France, America, and Japan combined to
form a “China consortium” enabling them to dictate the con-
ditions for loans. For two year new loans have been refused
on the pretext of the impotency of the central government,
and further loans granted only for special purposes, for instan-
ce, railway building, provided the railway is kept under Euro-
pean control.

The development of the railway svstem is the most im-
portant prerequisite for opening up China for its exploitation
bv foreigners. The lack of means of transport is the greatest
obstacle in the way of China's inclusion in the world's eco-
nomics, The whole of the railways possessed by this huge
country are not more than about 12,000 kilometres in léngth,
approximately the same as in Belgium. It is for this reason
that in spite of the great confusion in the country, foreidn
money is still invariably forthcoming for railway building in

China.

The process of transformation into a capitalist state is
assuming those same forms already known to us in the history
of Europe. The descriptions given bv Marx of the conditions:
obtaining at the commencement of English capitalism may be
applied almost word for wnrd to the conditions in the Chinese
factories at the present day. The detailed quotations given
below are free from anv suspicion of comunism. They are
chiefly from Sherwood Eddy's book: “The New World of La-
bour”, London 1924.*) The author is leader of the American
voung Men's Christian Association, an organisation standing
for the principle of harmony between capital and labour. The
author, after first preparing himself thoroughly, spent three
months in China, and received full support from all foreign
organisations,

“An investigation into the wages, working hours, and
working conditions in China, shows these to be worse herc
than anywhere else in the whole world. The twelve hour
day prevails in almost all the new factories. The working
day in the primitive Chinese industries is to 12 to 17
hours, in many cases 18 hours, seven days a week. In

*) The extracts following are retranslated from the Ger-
man,
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many silk and cotton mills children from six to twelve
years old are employed. The wages received by these chil-
dren vary from about three to 12 cents a day.

There are many hundreds and thousands of appren-
tices receiving nothing but their food, which costs about
6 cents a day. As a general rule no compensation whatever
is granted for accidents or fatalities., The most dangerous
machinery is left unguarded in the Chinese factories, and
accidents are frequent.

"We visited a match factory under Chinese manage-

ment in North China. We were told that it was the best
of its kind in the town, and its owners demand that all
match factories should improve their working conditions
in the same manner. We found 1100 workers in this fac-
tory, mostly boys of 9 to 15 years old, who worked from
4 o'clock in the morning till half past 8 in the evening,
with short breaks for meals. The average working hours
are 15 daily, seven days a week, with no Sunday rest.
The poisonous gases of the white or yellow phosphorous
inflamed our lungs within half an hour.” (Page 19.)
“We visited a Chinese weaving mill, where fabrics were
manufactured og, primitive hand looms. At the present
time there are)é,OOO boys in this town employed on the-
se looms. In normal times 25,000 were employed, but now
many are out of work. One of our guides informed us that
in most factories the workers generally work 18 hours a
day, from 5 in the morning till 11 at night, with short pau-
ses for meals, seven days a week. The greater part of the
boys are apprentices, and received no wages beyond their
food. They receive no education.

We visited a spinning mill, where thousands of wor-
kers work from 5,30 in the morning till 6 in the evening,
Here mothers work with their infants lying beside them
on the floor. The children learn to work at the same time
as they learn to walk. They manipulate the silk cocoons
in hot water, and the employers declare that the nimble
hands of the little children are best adapted to this work."”
(page 22.)

“In a petition sent by the striking miners to the ma-
nagement of the Kailan mine we read:

The administration treats us whit the utmost severity,
just as if we were robbers. With regard to our dangerous
work in the mine we are treated with less consideration
than a horse or mule. If a horse or mule is killed, the ad-
ministration has to pay 100 or 200 dollars compensation;
but if a workman is killed the administration does not pay
his family ever 50 dollars. If a workman meets with an ac-
cident, he is discharged, no concern being shown as to
whether he will live or die. But if an accident happens to
a_horse under the superintendence of a worker, the wor-
ker is fined by the administration. The life of the worker
is looked upon as valueless.” (page 29.)

This representation of the conditions in China is almost
parallel to the descriptions which we can read in "Capital”.
The following demands for reform as regards child labour,
brought forward at the begdinning of April by a town council-
lor at Shanghai, show that conditions have not changed dur-
ing the last two years™):

a) A prohibition is to be issued, valid for five years,
against the employment of children under twelve years in
a factory or industrial undertaking.

b) After the lapse of four years children under twelve
years are not to be employed in industry.

c) Children under fourteen are not to work for longer
than twelve hours out of twenty four in industrial under-
takings.

d) Children under fourteen are to be granted one full
day of rest of twenty four hours at least once every fort-
night.

These modest demands were however not granted.

This shameful exploitation of child labour is caried on
not only in_the Chinese faclories, but in the English and Ame-

#) +Japan Chronicle™, 18. April 1925.

rican as well. The English seek to cloak the matter by de-
claring that conditions are better in the English factories than
in the Chinese. But even this is not true, as evidenced by an
article by Buxton, published by the ""Times” on 18. June, sho-
wing that according to the data furnished by the English Blue
Book on child labour in Shanghai, it is precisely in the Eng-
lish factories in Shanghai that the greatest percentage of chil-
dren are employed.

A masterpiece of English hypocrisy is the justification of
child labour in the faclories given by Edward F. Mackay in
“The Times".*") He states that the factories cwned by foreig-
ners in Shanghai, mostly cotton and silk factories, employ fe-
male labour on a large scale, the work being light. The men
are mostly employed in the docks or as rickshaw coolies.
When the mother goes to work, she finds that she has to take
the children with her, as there are no Chinese schools in which
to send them. The existing schools are too expensive . . .
When the children come into the factory with their mother,
the factory owners give them some light occupation, on the
request of the mother (!), chiefly to keep them out of mischief
(), but the writer declares that, never in his conversations
with foreign factory owners did he find that they were desir-
ous of having children in their factories. What would happen,
he asks, to the children to whom the British or other foreign
firms would refuse admittance? The mothers would go and
work in the Chinese factories, which would gladly engage
them. The British factories suffer from their altruistic efforts,
and may perhaps be ruined by the excessive working costs,
Eut this would not solve the question of child labour in Shang-
ai.

We thuse see that the exploitation of little children is
carried on by the English factory owners for purely humane
and educative purposes,

All these data reveal the well known conditions inciden-
tal to the transition to capitalism. The question as to where
these great masses of workers come from is not quite clear.
Large areas of China are as densely populated as the most
densely populated districts of Europe, and even the garden
like cultivation of the soil does not suffice to sustain this gi-
gantic population. It is not clear how this population main-
tained itself before the penetration of capitalism. It is pro-
bable that up todate textile industry has thrown great masses
of former handspinners and weavers out of work, so that there
is a great superfluous population. We are unfortunately ‘not
in a position to judge whether inner changes have taken
place in the agrarian conditions which have also tended to
release labour power.

One thing is however certain: there is a great tide of
emigration towards the northern border districts, towards Man-
churia and Mongolia, where the transition to capitalism is
evidently being most rapidly accomplished. It is hardly by
accident that of the two great military chieftains Chang Tso-
Lin has established himself in Manchuria and Feng in Mon-
golia. In a particulary interesting article by the Peking cor-
respondent of the "Frankfurter Zeitung” we read the following:

“What is Manchuria? Manchuria comprises an area
of nearly 500,000 English square miles, with a population
of more than 28 millions, It still possesses untilled fertile
arable land of such a vast extent that even cautious esti-
mates calculate it to be capable of supporting an agri-
cultural population of 80 millions. Agriculture is its eco-
nomic backbone and wll probably remain so. It is a
district of China most eminently adapted for colonisation,
and its increase in population through emigration runs
into the hundreds of thousands yearly. The agricultural
output can already be estimated at about 12 million tons
of grain and beans alone, of which 20 to 25 % are ex-
ported. Agriculture is however entirely in Chinese hands,
and is likely to remain so. Here the farmer differs from
those in the other Chinese provinces in being a big
farmer, seldom putting a hand to the work himself, and
possessing more the character of a landowner, having his
land cultivated by agricultural labourers, in part season
workers from Shantung or Corea. Rudiments of large
landowning with attendant tenant farming are also ob-
servable. Much capital is accumulated in agricultural
circles, and has led to the formation of rural savings

%) Edward F. Mackay in the “Times” of 17. June.
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banks and agricultural banks, which advance money on
mcrigage — another innovation in China — permitting
of the expansion, and in future, perhaps, of the intensi-
fication, of agriculture.

Thus the agriculture of Manchuria places a powerful
force for the formation of capital in the hands of the
Chinese population. How effective this force .is, may
already be seen today in the appearance of the well-
cultivated fields and well kept farms, and in the fact
that a large number of long distance stations are supplying
electric current to villages and farms within a radius of
60 or even 100 kilometres. The accumulation of capital
in the agricultural world reacts in many ways to the
advantage of the industrial development of the country,
and the Chinese share of Manchurian industry is only
apparently less than the Japanese, the greater concen-
tration of Japanese industrial activity rendering it more
conspicous. The magnificent Japanese coal mine at Fushun
is spoken of everywhere. It is surrounded by dozens of
small Chinese mines, but we never hear of these. All
the available literature and statistics referring to Man-
churia originate from Japanese sources, and since the
literature is mostly of a propagandist character, it is
quite understandable that it deals almost exclusively with
Japanese undertakings. We read, for instance of the
importance of the soy bean industry, and we hear of
the half dozen great Japanese oil mills, but we are not
told that 85 to 90% of the soy bean oil produced in
Manchuria is pressed in Chinese oil mills, The same
applies to almost every sphere of work. Economic life
in Manchuria is much more Chinese in character than
might be supposed from all we read and see.”

This is the district in which Chang Tso-Lin has established
himself. The character of these military leaders as factors
in capitalist development may be best seen from the fact
that Chang Tso-Lin himself is the largest capitalist in Manchu-
ria, and participates directly in all the great industrial, traffic,
and bankin% enterprises,

Feng plays a similar role in the North Western districts
of China. We quote the following from a Chinese special
report, published 15, May:

“Feng is commissar for the North Western areas of
China, and is at the present time specially occupied in
bringing the land under cultivation. . . . . . In Kalgan
a bank has been founded by Feng, the North West Bank,
opened on 1. April. This bank has received permission
to issue banknotes. At the present time it is engaged
in founding a large company for the purposes of building
means of transport, cultivating the land, building houses,
and erecting factories. In the course of a conversation
with a representative of an American paper at Shanghai,
“The China Press”, 5. April, Feng declared:

For the present I intend remaining in Kalgan, for the
purpose of having tramways and railways built, to attract
settlers here, and to have the land brought under culti-
vation. A railway line is to be laid from Mongolia to
the province of Chinkiang, another from Kalgan via Urga
to the Siberian railway. For the realisation of this plan
I require foreign capital. The income of the railway and
the rolling stock will serve as gurantee for the loans.
If necessary, I must employ foreign engineers and place
the railway finances under foreign control until the loans
are repaid. . . . . .

Feng is honorary president of the association for
building roads in China. The main object of this asso-
ciation is the building of motoring roads. In reality he
is acting as intermediary for the investment of American
capital in China, and has been publishing a newspaper
for two years in which he conducts propaganda for Ford.
In September 1924 this newspaper reported that Ford
intends erecting a great motor car factory in China.”

Both Feng and Chang Tso-Lin are thus conscious agents
of capitalist development in China.

Imperialist Antagonisms in China.

We have already mentioned that great antagonisms exist
among the various imperialist powers with regard to their

policy in China. The essence of these antagonisms is that
the English and Japanese, having a firm political hold, are
anxious to apply a policy of force against the Chinese insur-
rections, to the end that their special rights may be further
extended, whilst the Americans would prefer to meet the
wishes of the Chinese to a certain extent, at least to all
cutward appearance. The play of intrigue among the powers,
each of which has bought over one or more of the Chinese
military leaders, is extremely complicated, and it would go
beyond the scope of our task to enter into it. It is clear
enough that at the present time Chang Tso-Lin is in Eng-
land’s pay, and is actively participating in the effort being
made to crush the revolutionary movement among the masses
of Chinese workers and peasants; it is not unlikely that Feng,
who is at present endeavouring to create the impression that
he is a leader of the anti-imperialist movement in China, will
be found to have been acting on the orders of the United
States all along, in accordance with the facts mentioned above.
The United States appear to be pursuing a far-sighted policy,
and do not even shrink from exposing their antagonism to
the English and Japanese even before the eyes of the Chinese
people. As to the French, they have made use of the pre-
sent difficult position of the central government in order to
carry out an extensive scheme of extortion. The Boxer
compensation was to be paid in francs. The French govern-
ment has succeeded in having this compensation paid in gold
francs instead of the paper francs in which it was actually
payable. The proceeds are to be employed in rehabilitating
the Banque Industriale de Chine which became bankrupt a
few years ago. The action of the French government here
is nothing more nor less than extortion. According to the
Washington Conference, duties were to be raised from 5%
to 7%, or to 12%, at a new conference, provided the Chinese
central government succeeded in abolishing the inner duties
in China. The assent of all the imperialist powers was re-
quired. France refused its consent to the projected increased
duties until the conversation of the Chinese paper franc debt
into gold francs was acceded to.

The antagonism of interests has found expression in some-
what acute forms during the last few weeks, and has led
to an attempt on the part of England to renew the Anglo-
Japanese alliance. It is of course difficult to say whether
this is meant seriously, or is merely intended to serve as
a means of pressure upon the United States. It would appear
however that the United States have got their way, and that
the decision as to the future organisation of the exploitation
of China is to depend on another conference, in so far as
that future is in the hands of the imperialist powers. The
data of Chinese foreign trade show that the United States
are probably right in assuming that their economic supremacy
will, in the course of time, enable them to take the lead in
China. Unfortunately we have only the data for the year 1922
at our disposal:

Million Honkong taels

Imports from: Exports to:

1913 1922 1913 1922
United States 354 1690 317 976
England . 969 1453 163 385
France 53 46 407 40°6
Germany . .. .. 283 247 17°0 98
l]apan PO § Lo X 231+4 656 1598
ndia S .. ... 483 431 62 98

These figures show us that within one decade the United
States have been able to more than quadruple their exports
to China, and to leave all their competitors far behind as
regards rate of development. We do not know how this will
develop further. But the fact that England's investments
abroad have greatly diminished during the last few years, and
that Japan too has not been able to invest much capital in
foreign countries of late years, leads us to believe that the
United States must have considerably expanded their economic
influence in China during the last two or three years.

At this distance it is impossible for us to judge in what
manner this struggle among the imperialist powers will de-
velop further; what form in particular will be assumed by
the resistance of the Chinese workers and peasants against
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the imperialist yoke. It is however imperatively necessary
that all who are in any way active in the .revolutionary
labour movement should take an interest in the Chinese de-
velopments, and that as many definite facts as possible should
be published in the labour press,

Japan.

Of all the countries of Asia, Japan is the only one that
has fully developed into imperialism, In fifty years Japan has
run_through the course of evolution for which the countries
of Europe required one to two centuries, What is mot clear
is the manner in which the “original accumulation’” has been
accomplished in Japan., However this may be, at the present
time Japan shows all the characteristics of an imperialist
state, with some special features of its own: These, appear to
us to be the following:

1. The natural poverty of the country. Japan possesses
scarcely one of the most important foundations for modern
industry: It has very little coal, no petroleum, no iron or
other metals; no cotton or wool; none of the raw materials
required by the chemical industry. The ground is mountainous,
only a small part of it is adapted to agricultural production.
Of the territory of Japan proper®), in 1923 388,000 square
kilometres were under cultivation as follows:

Rice . 3,121,363 hectares
Barley 473,859 "
l\!xye . 557,774 "
heat 483,833 "
Beans 581,000 "

Approximately only 13% of the total area!

When we further take into consideration that -cattle-
rearing is only carried on to a very small extent — the total
number of domestic animals does not amount to more than
3 milions, including horses, cattle, and pigs — we see how
poor this country actually is.

2. The density of the population. Japan proper has a po-
pulation of 153 to the square kilometre, and its population is
thus much denser than that of the other capitalist great
powers,

“If we exclude sterile ground from the calculation
the number of inhabitants per square mile are as follows:

England .. 466
Belgium .. 102
Japan . 2688” (“Times’’. 6. July 1925.)

3. A dense population accompanied by matural poverty
implies the necessity of being able to export goods repre-
senting a great deal of labour in order to import raw ma-
terials and food. As a matter of fact, two thirds of the ex-
ports are made up of silk and silk goods, and cotton goods,
whilst more ‘than half of the imports are composed of raw
cotton, wool, corn and flour, iron and metals.

4, The capitalist development and competitive capability
of Japan have been based on cheap labour power. The start-
ing point has obviously been the over-population and the
emigration of the rural population. 35 milions, in round num-
bers, out of 60 live by agriculture; there is not more than
half an acre of arable land per head®). Only 34% of all
farmers cultivate only their own land; 40% rent additional
land; 28% have hired land only. The tenants have to deliver
up 40% to 60% of their crops to the landowners*®). From
the remainder they have to pay a large sum for artificial
manures; 16% are deducted for taxes! The land is passing
more and more into the hands of the “new rich”. The tenant
farming system is extending. The wretched conditions in the

3) The data, unless otherwise stated, are from the ‘Fi-
nancial and economist annual of Japan 1924« Statistical year
book of Japan.

) J. Ingram Bryan: “Japan from within”. London, Fischer
1925, Page 117. The author lived 16 years in Japan, as a pro-
fessor, The book is written in the spirit of English imperia-
lism, but contains much that is interesting.

1) Ibid. page 118,

country force the population to seck work in the industries
— at very low wages.

5. The lack of raw materials drove Japan very early to
imperialist expansion in neighbouring regions. Special empha-
sis must be laid on the fact that there is no mass emigration
from Japarn; this especially applies to the regions dominated
politically by Japan. The number of Japanese living in foreign
countries does not exceed 590,000. These are scattered over
the most important countries

Men Women

Sanada. e e Hawih © 12,748 8.411
nited States (excluding Hawii) . . 82.087\ 49.270

Hawail » . . o oo oo 68.615} 54.421} 254.303
Mexico . . . . . .. ... L 2.301 1.009
Brazil . . . . . e e e 24135 17.639
South America (excluding Brazil) 10.319  3.240
Philippines and Guam. . . . . . . 6.825 1.565
South Asia and South Sea Islands 10526  7.037
Oceania . . . ... ....... 3.608 271
China (without Manchuria) - 24,040 24.229} 227.753
Manchuria (with Kwantung) . . . . 94.676} 84.808 :
Siberia (with North Sachaiin) 1.998 1.369
Europe . . . .- . ... ... .. 3.307 497

The Japanese would very much like to emigrate to Ame-
rica and settle there, for the high wages obtaining would
mean a good income for their madest standard of living.
Japanese workers cannot, however, think of settling in China
or Manchuria, for here they encounter the competition of the
still cheaper and even more unpretentious Chinese. The Ja-
panese do not go as settlers and workers to the continent
of Asia, but as capitalists and their retinue} Japanese capi-
talism has been successful in its endeavours to invest capital
in China and Manchuria, securing for itself the needful raw
materials*!) and exploiting the even cheaper labour power
of the Chinese!

“A few weeks ago — reports the "China Press"”, an
American Shanghai newspaper — the government of Ja-
pan advanced a further loan to the Han-Yen-Ping works,
to the amount of 9 million yen. The total amount of ca-
pital invested by Japan in these works is estimated at
more than 50 million yen. Should this really be the case,
and the report appears to be reliable, then Japan has
gained complete control of one of the largest industrial
undertakings of China. The Japamese capitalists and big
industrialists have thereby won an important victory in
the markets of the Far East. From now onwards not only
a part, but the whole of the production of these works
will go to Japan. Japanese enterprise has thus gained
a firm foothold in the heavy industry of China, as it has
already done in the textile industry by obtaining pos-
session of about 45% of the total number of spindles in
China.« (“Deutsche Allgemeine Zeitung', 27. May 1925.)

6. The economic development of Japan received great
impetus by the world war, in which Japan was able to make
use of the advantages both of neutrality and of belonging to
the victorious countries. The following figures show the de-
velopment 2):

& 3 g g

= 53 %3z & &g

ot s T > g8 7]

oat ey o9 - == _

Es  E8 ge g 25 3

ZES (=F ] ZE o &= b
1914 . . . 15.811 16.334 854.000 223 74 15
1019, . . 44.087 26.974 1,612.000 31.3 209 299
1922 . . . 46.427 33.669 1,691.000 21.7 478 367
1923 . . . - — — 28.9 531 459

") The greatest up-to-date iron works in China, Han-
Yen-Ping, at Hankow, has been supported for years by Ja-
panese credits: : '

") These figures show that up to 1919 development was
extremely rapid, but then came somewhat to a standstill,
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The present economic situation of Japan.

The causes of the decline in the economic life of Japan
are manifold. There is a general tendency to ascribe it in
the main to the earthquake disaster, This is wrong. No doubt
this misfortune did much damage. The above figures show,
however, that the decline had set in before the earthquake.

During the war the competition of European industry in
Asia was very weak; Japan enjoyed almost a free hand. But
in the post-war period, after competition in the world's mar-
kets had regained its old intensity, Japan was compelled to
relinquish many a conquest, i

Japan’s exports in million yen?*):

1913 1919 1922 1923 . 1924
United States . .. . 1845 8281 732°4 6056
England . . . . .. 329 1115 544 404
France 602 668 787 257
Germany . . . . . 131 01 37 34
Italy . . . .. o 294 64 51 2:8
India . . ... ... 29-9 1169 97-2 99'6
China . ... ... 1547 4470 3335 2722
Kwantung . . . . . 298 1501 719 67.9
Whole of Asia 2759 9550 6723 5874
Whole of Europe . 147-2 1950 1480 798
Total Export . . . 6325 20889 16374 14478 1807

We see that, despite the higher price level, the export
‘to Europe in 1923 had fallen to half of the pre-war export,
although the total export had more than doubled. Export to
Asia and the United States has also fallen off considerably
from its former highest point, reached in 1919 — above all the
prices have fallen —, but is still more than three times the
pre-war level for America, and more than double for Asia.
It is to be seen that exchange of goods is being diverted from
Europe, and that around the Pacific Ocean a new centre of
international cconomics is being formed, independent of Eu-
Sope, and according lcading roles to the United States and
apan.

Unfortunately, no detailed data are available as yet for
1924, But all information furnished by the newspapers indi-
cates that the crisis beginning at the time of the earthquake
is still continuing, and that extemsive unemployment prevails
in Japan,

It is of special importance to note that Japan's foreign
" trade balance, extremely favourable during the war, has be-
come adverse since 1924. The surplus of imports over exports
has been as follows:

1923
1924

534 million yen
646 million yen

This latter amounts to 33% of the export. In the first
quarter of 1925 the imports amounted to 829 million yen,
exports to only 463 million. The ratio has become even more
unfavourable since. The competitive capacity of Japanese in-
_dustry in the world's markets is obviously declining.

The Japanese bourgeoisie is exerting every effort to find
a way out of this situation. Cartels are being founded *),
shipping and the dye industry are receiving state subsidies *?)
etc. The Japanese bourgeoisie is accustomed to very high pro-
fits; it is characteristic that joint stock companies are only
subject to income tax on their income exceeding 10% of their
share capital, and that the 52 cotton mills distributed a total
average of 16.2% dividends in 1924, besides adding consider-
able sums-to their reserve funds.%)

1) See
") Tron
") Ibid.
) Ibid,

Annual. p. 99,

cartel *“Japan Chronicle', 12. May 1925,
14, April,

1. April,

Such high profits as these cannot be obtained without
a high degree of exploitation of the workers. As a matter of
fact, the expansion of Japanese economics was based upon
an unbounded exploitation of the proletariat, which was forced
to seek work in the towns by the unhappy conditions obtain-
ing in the country. Japans natural physical disadvantages are
bound to make themselves felt as soon as this unrestrained
exploitation, for any reason, comes to an end,

A certain improvement in working conditions does actu-
ally appear to be taking place. The Japanese bourgeoisie
complains of excessively high wages. The official wage stati-
stics give the following figures*’):

Daily wages in hundredths of yen (one yen being about
two shillings).

1914 1920 1922
Male agricultural labourers . . . . . . . . 47 144 -
Female agricultural labourers . . . . . . . 30 92 —
Silk spinners, female. . . . . . . . . .. 35 89 108
Weavers, female . . . . . .. . ..., . 29 95 —
Tailors (for European clothing) . . . . . . 84 223 249
Shoemakers . . . . . . . e e 72 212 22
Carpenters . . . . . ... ... .... 80 230 249
Lacquerers . . . . . . . ... ... .. 71 201 19¢
Paper makers . . . . .. .. ... .. . 45 144 14g
Female servants, per month . . . . . . 259 1557 1649

According to these official returns, wages have about tri-
pled in eight years. Meanwhile, prices have risen by about

100%. There remains therefore an actual rise in wages of
about 50%.

These official returns are, however, subject to some doubt.
Sherwood Eddy writes for instance ™):

“An investigation conducted by Professor Kitazawa,
of the Waseda University, has brought to light the fact
that the wages actually paid are frequently lower than
those published by the government.”

Working conditions are rendered worse, by long working
hours and capitalist arbitrariness. Nevertheless, a certain im-
provement is observable. The tenant farmers have organised
and obtained better terms as regards their tenure of the land,
thus checking the flight into the cities to some extent. The
industrial workers are combining in trade unions, thereby ob-
taining shorter working hours. The Japamese capitalists prefer
to transfer a part of their production to China, where they
can exploit little children*). Extensive unemployment in Ja-
pan is the comsequence.

Economic crisis and unemployment in Japan.

L]

In Japan no official statistics of unemployed are kept,
and the idea of an unemployment dole is even more unheard
of. But the Japanese press is full of reports regarding the
enormous extent of unemployment. We quote from various
numbers of the ‘‘Japan Chronicle':

The ‘‘Jamato"” writes:

“The economic crisis is as acute as ever, and imports
are increasing. Last week there were 60,000 unemployed
unable to find work . . ."

The *“Osaka Asahi” (semi-official) writes:

“The number of unemployed may be estimated at the
present time at 1,700,000, and this number is steadily in-
creasing . . . The increase of unemployment, however
alarming it may be, must be accepted as inevitable.”
(Chronicle. 15, April.)

") Annual page 73. We gives preference to categories of
workers for which data up to 1922 are available.

") The New World of Labour. London 1924, p. 43.

") The employment of juvenile workers and children is
also exceedingly common in Japan. Out of 856,705 female
industrial workers in 1922, 233,251 were under 16 years of
age; out of 834,319 male workers only 51,904. (Annual. p. 72))
This exploitation does not however approach that in China.
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The threatened increase in unemployment induced the
government to convene a conference. This decided to take
a census of the unemployed in 23 cities, to attempt to organ-
ise the emigration of unemployed to Manchuria, and to pro-
hibit the immigration of workers from Corea. (40,000 Corean
workers are wandering about Japan looking for work.)
(Jonniri”” quoted in the Japan Chronicle. 25. May.)

“Foreign Office’’ estimates the number of unemployed
workers at 3,450,000, and the number of “other’” unemployed
at 350,000. (Chronicle 18. April 1925.) “Home Office’’ estimates
the number at 1,200,000.

These ‘“other" unemployed are chiefly students and offi-
cials. The number of students who have left college but have
found no occupation has been as follows: 1922: 19%; 1923:
25%; 1924: 40%; 1925: 50%. These form a special source of
anxiety to the government, which fears their political in-
fluence. :

These figures may be exaggerated in some re¢pects — we
have unfortunately mo means of checking them — but we have
the impression that the economic life of Japan is in the midst
of an acute crisis, not to be easily overcome. This is mirrored
in the policy being pursued by Japan, in which we see noth-
ing of Japan's former impudent self-assurance. Japan seeks
peace with the Union of Soviet Republics, is very hard pres-
sed in China, has lost its English ally under American pres-
sure, and cannot take up any energetic policy against the
United States, being dependent on American loans ™). There
is no trace observable of stabilisation, or of economic revival.

India.

After China, India is the most populous country in the
world. At the present time its population is approximately
320 millions, the density of the population being 70 persons
to the square kilometre, or about the same as in France.
The population is distributed more equally than in China, the
great river valleys however being especially densely populated.

India, this main pillar of the British Empire, has been
much further opened up to capitalist exploitation than China.
The length of its railway lines is five times as great as those
of China, and equals that of Germany: 58,000 km. The same
ratio applies to the other means of transport. It possesses
a well-ordered monetary system, the rate of exchange being
25% under gold par. The sphere of circulation — at least as
far as the cities are concerned — bears an ordered capitalist
character.

The capitalist development of India is proceeding rapidly.
It is, however, distinguished by features closely bound up with
India's position as a colony. Domestic industry and handi-
crafts, developed to a high degree in India, are not being
superseded so much by the development of big industry in
the country itself as by the import of foreign manufactures,
especially from England. The development of native factory
industry has for long been successfully checked, and the
homeworkers and craftsmen deprived of employment have
not been able to find work in native factories. The dimi-
nution of the social amount of labour required for a pro-
ductive unit has not been in any way compensated by an
extension of consumption or by sales abroad. The labour
released by the changed circumstances has found no place
in industry. The people have either simply starved (“The
bones of starved handicraftsmen whiten the plains of India.")
or have sought to find a refuge in agriculture on the basis of
the still existing semi-feudal right to co-utilisation of the
soil (similar to the Russian Mir constitution), by which they
have been enabled to exchange an immediate death from
starvation for a condition of shronic starvation™),

") The reserve side of the extremely adverse trade ba-
lance is the necessity of taking up foreign loans, especially in
America. A direct investment of American capital in Japa-
nese undertakings appears to be going on. (Japan Chronicle.
8. May 1925.)

51) A book by Pendmanabha Pillai, a Hindu, but who
writes emtirely from the standpoint of English imperialism:
“Economic conditions in India”, London 1925, estimates the
income per head at 30 to 100 rupees -= 45 to 150 marks
per year, or at most 45 pfennige per head per day. Of this

The conditions here described will probably be known
to most of our readers through comrade Roy's excellent book
on India. The following statements are intended partly as a
supplement showing that the results of the latest census con-
firm his investigations, and partly to show that the same
tendencies are confirmed from purely bourgois sources.

The employment statistics of India.

The figures of the various censuses cannot be immedia-
tely compared, as the principles of classification into the
separate categories has not always been the same. An im-
portant point is that for 1891, only those appear to have
been counted to agriculture who had no other occupation
whatever, whilst in 1901 all were counted whose chief occu-
pation was agriculture. Unskilled labour is classified under
agriculture, or not, jn various ways. The following figures
suffice however to demonstrate the main line of development
which we desire to follow ),

Million persons

1921 o, 1911 9o/, 1901 ¢/, 1891 ¢/,
Total population . 316 100 313 100 294 100 287 100
Agriculture . . . 231 73 227 72 196 67 175 61
Industry . . . .. 33 105 35 113
Transport . . .. 43 14 5 16 53 18 57 20
Trade . . . . .. 18 57 18 57

These figures show a steady rise in the number of per-
sons living by agriculture, and a decrease of the number living
from industry, transport, and trade, while an increase of per-
sons living on trade and a great decrease of persons living
from industry is shown. Between 1911 and 1921 alone this
decrease was two millions. (The international economic crisis
of 1921 may have played a certain part here.)

Despite the impossibility of an exact comparison of the
figures, given by successive censuses, their significance is none
the less clear:

Big industry on factory lines has devloped at the expense
of the old handicrafts; industrial workers have been rendered
positively superfluous, and for lack of other occupation have
resorted to agriculture, thus bringing about the state of chronic
famine in the country.

These facts are clearly evidenced by an examination
into the separate branches of industry. Between 1901 and 1911
the number of persons occupied in the textile industry had
decreased by 6.1%, in the leather, skin, and fur industry
by 34 %.

The causes of decreased employment in the cotton in-
dustry, as stated by the “"Census Commissionair" for 1911, are
as follows ™),

“The almost complete extermination of hand-spin-

ning. Hand-weaving also suffers greatly from the competition

of machine made goods produced in Europe and in the
country itself.”

This process was continued between 1901 and 1911, The
number of persons living from the textile industry decreased
by 449,000, in the wood industry by 186,000, and in the metal

30 pfennigs must be expended daily for rice or bread. A
special investigation undertaken in a pariah quarter of Madras,
by the professor of economics Ramachandran, showed an
average daily income of 22 pfennigs per head!! (page XIII).
The director of the Statistics Office of India calculates the
average income at the present time to be 53 rupees per year
and head -— approximately 80 marks or 29 pfennigs per day
per person! This appears to us to be nearest the truth. (See
Sherwcod Eddy. p. 60.)

" These figures are compiled from a study by professor
Brij Narain, Lahore: International economic archives, Ja-
nuary 1925: The Census of India 1921: Occupation of the
people. '

") Census of India, 1911,
by Brij Narain p. 13.

Vol. 1. part I p. 439, quoted
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industry by 59,000. With very few exceptlons, in every branch
of industry there has been a reduction in the number of
employees. These facts speak such a plain language that
even the English hypocrites only occasionally have the face
to deny their implication.

The misery suffered by the workers crowded together
in agricultural pursuits is indescribable. The land is split
up into smaller and smaller portions. In Bengal, for instance,
there are only 2!/, acres per peasant. And even this is often
subdivided into smaller strips. The soil does not suffice to
provide the peasant with full occupation, but on the other
hand there is no other work to which he can devote himself
The peasants are frightfully in debt; the usurers pay two
thirds of the market price for the pledged crops.”®) According
to professor Dayashankar Duley’s statements

"64 % of the population are chronically undernouris-
hed, and receive only 75% of what is absolutely required
for the maintenance of their working powers",

In other words, it is plain that two thirds of the popu-
lation are permanently in receipt of only three quarters of
the broad corn which they require.”® The chemical consti-
tuents taken from the soil are not returned to it, and it be-
comes poorer and poorer. The primitive wooden plough does
not reach the lower strata of the soil. . . . The starving
peasantry are periodycally driven into the towns, then when
industrial work fails again they are driven back once more
to the country.

Labour Exploitation and Profits.

It can easily be imagined that under such circumstances
the exploitation of the workers by the bourgeoisie, and of
the peasantry by the landowners, is bound to assume enor-
mous dimensions. We have already given estimates of the
average income of the people.

The profits earned by the factories are enormous. Accor-

ding to Sherwood Eddy, in 1922, a bad year for the
whole world, the profits carned by the Bombay factories
was 125 %. The year before 170 %. Doubtless these were

exceptional years, but during this time the average wages
of all the workers remained one rupee per day.

The February number of the periodical “Capital” gives the
dividends of a number of the textile factories ‘of Bombay

in 1920/21:

1920 1921
Currimbho . B B (1] 100
Brady & Comp. . . . . . . . . 160 100
Tata Sons . .. ... 12 110
R. Harnandri & Sons L. . ... 160 175
M. Goculdas . . . . ... . . . 200 250
D. M. Petit . 65 270

") The problem of rural life in India: The Asiatic Review
July 1925,
! ) Ibid. p. 433.

In 1919/20 the jute factories in Bengal paid 200 to 420 %

dividends. The firm of F. W. Heiligers & Comp. paid the
following dividends:

1916 . 1100/,

1917 . . 200°,

1918 . 2500/,

1919 . 2509/,

1920 . 4000,

“"We paid a visit to some typical jute factories in the
vicinity of Calcutta, . . . . . The Hindu workers had been
driven into the factories by starvation, and were anxious to
return to their impoverished villages if possible. Most of the
Europeans here had come for the purpose of making money
and then leaving India as rapidly as possible. The factory
appears to be a penal institution for both parties.™)

We could quote innumberable extracts from this christian-
social bock, which, though maintaining the standpoint of
capitalism, is at least honest, and bears witness of the want
and misery suffered by the Hindu workers, the frightful con-
ditions under which they are housed, the exploitation of child
labour, etc. But I am of the opinion that what I have already
quoted suffices to show that the misery described by comrade
Roy, and the chronic state of famine in India, are facts which
continue to exist undiminished today.

The Present Economic Conditions in India,

are characterised by a growing cooperation between the
English and the Hindu bourgeoisies. English capital is be-
coming more and more closely interconnected with that of
the capitalists of India. Protective tariffs safeguard the profits
of the capital invested in India. Thus the iron and steel
duties were recently raised. The textile industry has shown
a tendency towards stagnation of late years; the surplus de-
mand is covered by increased imports from abroad, especially
from Japan. One third of the cotton crop of India is bought
up by Japan, which pays freight and duties, and yet con-
trives to sell the [inished goods 20% cheaper.””) The Hindu
bourgeoisie explains this fact by declaring that in India the
law prescribes the ten hour day, whilst in Japan 22 hours
are worked in 2 shifts.™)

It seems on the whole as if economic life in India has
not progressed towards capitalisation as rapidly during recent
years as during the war. In many districts there has even
been a relapse. We shall deal with these questions in detail
in the near future.

The other Countries of Asia.

China, Japan, and India constitute the areas of decisive
importance in Asia from the economic point of view. We
shall endeavour to deal with the other countries: Dutch India,
French Indo-China, Persia, and Turkey, in our next report.

) P, 65,
*) M. Darbabnoy, Asiatic Review, July 1925, p. 335
") Wirtschaftsdienst 1925 p. 658,
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