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X1. Progress of Ktalian Capitalism.

The development of Italian Capitalism in the last decade
contains some factors of particular interest. Italy is that one
among the leading Powers of Europe which entered Ilatest
upon its modern Capitalistic development; it has, nevertheless,
acquired a pronouncedly imperialist character in a very short
time. This Italian capitalism is best characterised by an un-
abashed demand for a new distribution of the world and by
unconcealed armaments to this end?).

The second peculiarity in the development of Italian capi-
talism is the fact that the dictatorship of the bourgeoisie has
here  assumed the particular form of Fascism. It is the result
of the existence of a Fascist system that the re-organisation of
capitalistic economy in Italy is proceeding far more pronoun-
cedly at the cost of the working class than in France or
Germany. While in the rest of Western Europe the real
standard of living of the people in general and probably also
of the working class in particular is not essentially worse than
before the war, there aré definite signs, which we shall later
demonstrate, to prove that the Fascist regime.has engendered
an absolute deterioration in the position of the working class.

1. Favourable and Unfavourable Factors in the Development
of .Italian Capitalism

Italian capitalism of the present day developed in the 20th
century. Even round the turn of the century, the entire character
of Italy was that of a feudal agrarian country, a character
it has retained in the south to the present day.

1) On May 20th Mussolini declared in his Chamber address:
© “It is our first duty to improve our armed forces. At a given

. time we shall have to be in a position to mobilize 5,000,000 men.

These we must be able to arm. We must augment ‘our fleet
and air forces, which must be so numerous that the  roar
of their motors will make. it impossible to hear any other
sound, while. their shadow will darken thesun. over Italy.
We shall then be able — and this, 1 take it, will be bétween
1935 and 1940, when a turning po.mt will have been reached
in European hlstorv — to impose our wxll upon  the  nations
and procure a hearmg for our just claims.”
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The reason of the tardy development of Italian capitalism
and ltalian industry in particular is the total lack of raw
materials for industrial production. Italy has no mineral raw
material, neither fuel (coal, petroleum) nor ore (irom, copper
or other meta]s) Even its salt is obtained from the sea. There
is also a lack of the organic raw materials of industry, such
as: pine. forests or textile fibres (with the exception of silk
and a little wool). This lack of raw materials caused industrial
development to proceed very slowly until the time of the war.
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The drawback in regard to raw materials and fuel is
faced by an advantage as regards the superfluity of cheap
labour. The cheapness of labour, i. e, the low rate of actual
wages, is caused partly by natural and partly by social-historic
reasons. The natural reason is that, as a result of the southern
climate, there is a smaller demand for clothing, fats and meat
than in the northern countries, while dwelling expenses are
likewise lower. The social-historic reasons are the great
density of the population (there being in Italy some 130 in-
habitants per square kilometre, just about as much as in
Germany despite a far lower degree of economic development),
and also the unfavourable distribution of land by which the
income from ground rents is concentrated in the hands of a
relatively small number of large land owners, as against
millions of rural workers possessing no land whatever.

The superfluity of labour has at all times been reflected
in the very large emigration figures. The slowly developing
industry and the very extensive agriculture in the centre and
the south-of Italy could afford the population no possibilities
of existence. Between 1009 and 1913 there was an average
annual emigration of 670,000 people (in 1913, 873,000), of
whom 400,000 went overseas and 270,000 to other European
countries.. As early as 1911 5'/» million Italians were registered
as living abroad, while a further two million “temporary
emigrants” were counted to the home population?).

The vigorous emigration shows that there is always a
large reserve of workers in Italy. This, together with the
decreased value of labour in Italy resulting from natural causes,
creates a position of advantage for Italian industry as regards
wages. v : ‘

We thus see that in the war and post-war periods, those
branches of industry have developed best in Italy which —
according to Weber’s terminology — “labour power is em-
bodied”, i. e. those in which a unit of output represents rela-
tively large wages and little of such materials as lose in
weight or volume during the process of production (fuel, ore
etc.). There has thus in the last decade been a rapid deve-
fopment of ship building, automobile constructions and the
artifical silk industry. Lo

Ttaly’s capitalistic development has in the last decade been
promoted by two factors in particular. In the first place there
was the war which enabled certain industries necessary for
the production of war material to develop in leaps and bounds,
and in the second place there was the technical progress in
the construction of electrical high-tension conducts, which made
it possible to convey the electric energy obtained by the ex-
ploitation of water power in the Alps to the industrial cities
of northern Italy. This has afforded "a” certain compensation
for lack of fuel and is one of the bases of the rapid develop-
ment of north Italian industry. The importance of this exploi-
tation of water power must, however, not be over-estimated in
its relation to the total economy of the country.

The development of Italian capitalism is hindered by -the
small consuming capacity of the home market caused by the
frugality and low standard of living of the broad masses of
the agricultural population. Taking an average of the entire
country, there are in Italy still some 30 per cent of illiterates,
the proportion in Southern Italy and the islands being quite
70 per cent. The low standard of living of the industrial pro-
letariat is an advantage for Italian capitalism in so far as
it is a question of wages, but it is a drawback where the
consuming capacity of the home market is concerned.

?) The emigration continued in post war times, but the
American immigration regulations have hindered settlement in
the U. S. A. Since the war, emigration has figured somewhat
as follows:

Overseas Europe Together
1920 220,000 160,000 410,000
1921 200,000 80,000 280,000
1022 122,000 157,000 279,000
1923 178,000 218,000%) 396,000
1924 131,000 271,000™) 402,000
1925 110,000 210,000%) 320,000

*) Many emigrated without passports ani are therefore not
included in these figures.

This insufficient capacity of consumption is one of the
reasons which has induced Italian capital to pursue a policy
of Imperialist expansion. The contradiction between the pro-
ductive forces developing in Italian industry and the small
possibility of placing goods on the home market induces the
Italian capitalists to seek safer markets abroad. Hence the
endeavours towards an economic penetration of Albania and
the Balkans, the frantic attempts to gain an exploitable Colonial
territory. The bombastic speeches of Mussolini on the “Resto-
ration of the Roman Empire” are nothing but the echo of
the economic requirements "of the Italian capitalists in the
absence of a sufficient home market. It is, in short, a frank
proclamation (fully in keeping with the chauvinistic and natio-
nalistic character of Fascism) of a policy which is also pursued
by other imperialist countries in spite of constant asseverations
of a love of peace.

To what extent the rapid development oi north Italian
industry has changed the occupations of the Italian people
cannot be ascertained for want of data; for as far as we
know the census of 1921 did not include any statistics of pro-
fession. The relative distribution in 1911 figured as follows:

Population according to Occupation
(June 10th, 1911).

percentage
Earners. Total of all
. earners.
1. Agriculture, hunting and fishing .- . 9,085,600 54
I.. Mining and industry . .. 4,401,800 26.5
1I. Trade and traffic . . . . . 1,465,800 8.3
IV. Professional men, civil servants etc. . 1,883,500 11.2
Total of earners . 16,836,700 100
Non-earners (members of households, stu-
dents etc.) Co. . .. 9,743,400
Population over 10 years 26,580,100
Children under 10 years 8,091,300
Total population . . 34,671,400

More than half the earners were engaged in agricultural
pursuits before the war, and this is believed still 1o be the
case. Hence the great significance of agriculture in Italian
economy. :

2. Italian Agriculture.

Italian agriculture shows striking differences in regard to
its intensity and its entire character. In the broad valley of
the Po agriculture is carried on most intensively, the yield
per hectare in some places equalling that in Germany, in which
regard it must be borne in mind that wide areas are under
double cultivation, grain being sown under fruit trees. In
South Italy and on the islands, however, the cultivation of the
ground is more extensive, while the yields per hectare are
almost the lowest in Europe. This is due to deforestation, lack
of rainfall, and extensive swamps.

In regard to cultivation, the total area of the country is
divided up somewhat as follows®):
Thousands of Hectares

Total area 31,000
Thereot:

Unproductive land Coe 2,600
Uncultivated productive land 1,300
Bush e e e 1,500

Together . 5,400
Forest. . . « . . . . . . . 5,600
Permanent meadows and pastures 6,900
Tilled land . S e e e 13,200

It is characteristic of Italian conditions that there should
exist no statistics whatever as to the distribution of the
nd; but even without statistics it dis generally known
that the bulk of the ground is in the hands of big land owners
who let it out in small lots to tenants or else have it cultivated
by agricultural workers. In southern Italy and Sicily, moreover,

3) Official details from 1925.
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there is a system of intermediate tenants, the permanently
absent land owners leasing the ground to a general tenant,
who sublets it in small lots to sub-tenants. This, is therefore,
a system of landed property split up in small farms just as
was the case before the war in Russia or Roumania, a system
combining the bad qualities and consequences — without the
good ones — of large: landed property and small holdings.
In this way there are in Italy millions of agricultural workers
possessing no land -of their own. The official statistics®) divide
the 9,085,597 persons occupied in. agriculture into the following
categories:

Persoris cultivating their own ground or that

of the family 1,715,260
Tenants of all kinds 2,305,076
Servants e e e e 384,503
Shepherds etc. . . . . . . . 238,903
Day-labourers . . . . . . . . . 4,215,648
Gardeners, game-keepers, charcoal-burners, ‘

silkworm-breeders, foresters, employees etc. 166,506
Fishermen . . . . . . . .. 59,521

) 9,085,597

No great changes are likely to have come about in the
meantime, though a small proportion of the tenants grew rich
during the war and have purchased ground of their ownd).
It may be taken for granted, however, that practically none
of the more than 5,000,000 day labourers, shepherds and farm-
hands have succeeded in acquiring land, so that — possibly
with the exception of Hungary — there is no .country in
Europe with such masses of completely landless agricultural
proletarians.

This fact lends the Italian agricultural population its parti-
oular social characteristic. There is no farmers’ class in .Italy
as there is in France or Germany. The predominating mass
of people engaged in agriculture are either day-labourers or
sub-tenants whose position® is in many cases hardly" better
than that of the day-labourers, The “peasant risings” occurring
so frequently before the war (in reality it was only the labourers
and sub-tenants that were concerned) give proof of the revolu-
tionary possibilities within the agrarian population of Italy.
Thus, in the earliest fascios the sons ot landed proprietors and
‘large farmers played a great role. s

On' the basis of data to hand, it is very difficult to as-
certain ‘whether any progress has been made in Malian agri-
culture in the last decade. The area under: cultivation. is the

same as . it was before the war, -while the greater extent of .

ground under grain during the war has again receeded.
Area under Cultivation (in thousand of hectares)®).

Average. ;

1909—13*) 1920—24 1925 1926

Wheat 4744 4,646 4724 4915
Rye . 123 122 126 121
Barley 248 223 233 237
Oats 507 478 486 498
Maize . 1,608 1,536 1,554 1,521
Rice 145 121 144 148
7,375 7,126 7,267 7,440

Potatoes . 331 346 352

287

*) Former territory.

In the last few years the crops have shown a rising ten-
dency both as against preswar figures and as compared with
the first few post-war years. :

%) “Anpnuario Statistico Italiano”, 1914, p. 49.-

%) v. Maurice Pernot, “L’Experience italienne”, Paris, 1924,
a bourgeois but not uninteresting book.

%) Data derived from the year-books of the Roman Inter-
national Agrarian Institute.
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Cereal and Potato Crops
(in thousands of metric centals).
Yearly average
) 1909—13  1919—22  1923—26

Wheat 49,900 45,400 58,300
Rye 1,400 1,400 1,600
Rlc@ . 4,800 4,606 6,000
Maize . 25,500 21,800 26,300
Barley . 2,200 1,600 2,300
Oats .- _ 5400 4760(l 5,700

89,200 79,400 100,200
Potatoes . 16,500 16,300 19,800

Importance also attaches to the returns for wine, oil, fruit,
and vegetables crops. : . ‘

Wine Crop (Thousands of hectolitres).

1909--13 1919—22 1623—26
47,500 37,000 45,500
Oil yield (thousands of hectolitres).
1909—13 19190—22 1923—26
1,830 1,910 1,043

" Fruit and Vegetable crop.
(Thousands of metric centals.)

1923—25

1909—13 1021 1922
Fruit (chief varieties) . 22,100 15,600 19,500 19,000
Vegetables  ditto 22,000 12,700 12,600 15,700

‘,‘,S,eeing that the 'cultivatedb area has not increased, there is
obviously an increase of the yield per hectare, as is shown in
the following table: ’ ‘ -

Yield per hectare (in metric centals).

Average

1909-—-13  1920—24 1925 1926
Wheat 10.5 10.4 13.0 12.2
Rye . . . . . 110 11.5 135 13.6
Barley . . . . 89 10.5 12,0 10.0
Qats . . . . 106 10.1 14.2 11.9
Maize - 158 15.1 18.0 19.7
Rice . 32.2 41.1 43.7 43.2
Potatoes 57.6 49.7 62.4 5.2 °

The total impression to be gained from these defails of
agricultural production is that of a very slow progress, in which
connection the population increases faster than the agricultural
production. The population of Italy, counting the new provinces, -
has risen from about 35,000,000 before the war to more than
40,000.000 ‘in 1925. Agricultural production has therefore
remained considerably behind the increase in population.

The development of cattle-breeding shows the following

figures: _
1908 1918%) 1026
(Prof. Fotticchia’s

estimate)”)
Horses . . 955,000 989,800 1,050,000
Asses 849,700 949,200 680,000
Mules 388,300 484,100 520,000
Oxen and cows . 6,198,000 6,239,700 7,400,000
Sheep 11,162,900 11,753,900 12,350,000
Goats 2,714,900 3,082,500 3,162,000
Pigs . 2,507,800 2,333,900 2,850,000

*) Not including territory occupied by hostile forces.

Since 1018 there has been no cattle c'ensus. The retiurns
of the above table suffice to show that at the en? of ’_(he war
there were more, rather than less, cattle in Italy than in 1908.

7y v. “Bulletin ‘quotidien”, June 18th, 1927.
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Development of Italian Indusiry.

Much has been said of late in regard to the vigorous indu-
strialisation of Italiy. Not a week passes but there are reports
on the rapid development of the artificial silk indusiry, the auto-
mobile industry and shipbuildirg. Nor is it difiicult to compile
index figures apparently proving the rapid development of
italian economy. Mortara, for example, gives the {ollowing index
ligures based on 100 to represent the level of 1013%).

1919 1922 1924 1926

Comsumption of coal, mineral
oil, and electric energy . . 92 114 139 163
Steel production . . . . . 78 112 145 180
Railway transport of goods . 94 101 131 158
Maritime goods transport . . 60 74 100 112

These and similar returns, however, only serve to show that
Italian economy has got over the results of the war and has
since then been on the upgrade just like the economy of any
other belligerent country. Lhey are, however, without economic
or social value unless investigated as absolute returns and in
comparison with other countries.

Certain data for such an investigation are to be found in
Italian statistical monthlies and others again in the material
submitted to the World’s Economic Conference. We shall here
deal in detail with the most important branches of indusiry.

Coal’) In thousands of tons
1913 1919 1922 1924 1926
Output . 700 1,200 900 1,000 1,500
Importation 11,800 7,200 9,600 11,300 9,700
‘Consumption'®) . 12,000 7,500 10,200 12,400 12,500

We thus see that the coal output has doubled, which is
a fine asset in index calculation, But in Great Britain or

Germany more coal is raised in one day than in Italy all

the year round. Consumption again has not increased, which
in itself is a proof that there can be no question of a general
large-scale industrialisation. For, in spite of the exploitation
of water-power for generating electricity, coal -remains the
basis of all industrialisation.

Iron and steel!!) Output in thousands of tons

1913 1919 1922 1924 1926
Iron 427 240 158 304 520
Steel 989 732 1,046 1,359 1,600

The iron production, therefore, was stationary, while the
steel output was 60 per cent above pre-war, The annual out-
put, however, representing as it does, mainly the smelting of
scrap and pig iron imported from abroad?), amounts to no
more than the 6th part of the British, French, or German pro-
duction. : o i .

Engineering. In estimating the degree of industrialization in
the country it is particularly significant to observe ithe . de-

- velopment of the means of production in the narrower- sense,
i. e, machinery. In this regard we find some useful. data.in
the memorandum prepared for .the World’s Economic .Con-
ference by the German Association of Engineering Industrialists.

The value of the Italian Machinery output was as follows:

1913 . £ 8,750,000
1925 . » 8,550,000

The number of operatives employed in engineering stood at
30.000 in 1913 and 35,000 in 1925, so that there was practically

8) G. Mortara: “Prospettive ‘economiche 1927” Milan, '1927.
p. 17 o

% v. Mortara. . : T

) The consumption in this case does not equal production
plus dmports; Bunker coal is not reckoned and the size of
stocks fluctuates. : '

11y Mortara, py 348.

12) The imported scrap figured as follows: v

1925 0 . . ... 058,000 tons .
. 773,000 ,

1926 .. .
Mortara, p. 359.

N;O . 49

no progress at all in this highly important branch of industry.
As regards values, the machine construction of Italy in 1925
was not more than 1.2 per cent of the world output.

Nor do machinery imports ftestify to any vigorous rate
of industrialisation. The value of foreign trade as regards
machinery, reckoned in pre-war gold lire in an approximate

- relation to the wholesale price index, figured as under:

Machinery and (a‘pparatus in millions

Imports Exports Net imports
1913 . . . . ./ 1314 25.5 105.9
1923 . . . . . 84 27 57
1924 . . . . . 100 30 70
1925 154 32 122
1926 175 38 137

We may see from the above that the home production and
the importation were fairly stationary. These two items to-
gether figured in the best year, i. e. 1926, at roughly 300,000,000
pre-war lire, part of which must be ‘taken in replacing the
machines used up in the course of the year. How can there
be any question of an industrialisation on a large scale, if
the value of the annual accretion of machinery and apparatus,
plus the compensation for the loss of value by wear and tear,
has figured in the last four years between 2i/. and 6 million
pounds sterling? - :

Textile industry. The number of cofton spindles was as
follows:

1913 .
1925 .

4,600,000
4,830,000

Here again there was no appreciable progress,
* * *

We shall now pass on to such branches of industry as
show a greater degree of progress.

Electro-technical industry. The value of output in this
case rose from £ 2,250,000 to almost £ 7,000,000 in 1925. This
is, however, quite an insignificant part of the World’s out-
put, figuring in 1913 at 1.2 per cent and in 1925 at 1.9 per
cent. A similar proportion obtains for the output of electrical
energy which rose from 2300 million kilowatts in 1913 to
7,600 million in 1925. In 1926 there were roughly 1,000 kilo-
metres of railways, or about 5 per cent, with electric traction.
It would, however, be an error to assume that the exploitation-
of water power, favourably as it has hitherto influenced the
development of North Italian industry, means any fundamental
change in individual industrial conditions in the future.

.. Automobile industry. The construction of motor-cars re-
presents one of the few Italian industries which has really
developed rapidly since the war®®). It occupies more than

" 40,000 workers, 35,000 in the Fiat works alone. In 1925 the

output represented a value of almost 1,000 million lire. More
than 70 per cent of this value was exported! Exports stood as
follows:

No of cars exported:

1923 1924
12,749 18,989

1918
2,938

1925
20,041

Shipbuilding and Navigation. Shipbuilding has developed
most vigorously. From roughly 50,000 tons launched in 1913,
there was an advance to more than 200,000 tons in 1926, in
which year ltaly occupied the second place after Great Britain.
The tonnage in course of construction at the close of 1926
was likewise second after Great Britain, figuring at 240,000
tons!?),

This rapid development of ship-building is owing to two
main factors. By the Treaty of Peace all the larger ship-vards
of the former Austro-Hungarian monarchy, such as Pola,
Trieste, Monfalcone, and Fiume, were ceded to italy. The out-
put capacity was thus doubled. Secondly, ltalian shipbuilding
was and is subsidised by profitable government orders for

13) v, “Jahrbuch fir Wirtschait, Politik und Arbeiterbewe-
gung”, 1925—26, p. 823. e

1) Lloyd’s register quoted by the “PBulletin mensuel de
statistique”, February 1927, p. 44.



Neo. 49

war vessels. Bot the automobile construction and ship-building
are treated by the Fascist Govermment with particular bene-
volence as war industries.

The rapid development of the mercantile fleet is partly also
due to military considerations and is attained by means of
substantial government subsidies.

Steam and motor vessels.

(Thousands of gross registered tons.)
1913 1920 1922 1924 1926
1,274 2,118 2,699 2,719 3,150

Thus the Italian merchant fleet has ouistripped that of
Germany (3,049,000 tons) and is close behind that of France
(3,303,000 tons); it occupies the 5th place among the nations,
viz., Great Britain, United States, Japan, France, Italy.

Artificial Silk. The production of artificial silk has de-
veloped at a quite astounding rate. It figured as follows in tons:

1913 1924 1925 1926
150 8,000 14,000 15,000°

In 1925 the Italian output was roughly 1/5th of the world’s
production. The output capacity is yet far greater, being esti-
mated by Mortara at 40,000 tons. About hali the output is
exported,

* * *

These details regarding the development of the most im-
portant branches of industry show a very varied character and
are difficult to place on a uniform basis in the absence of a
general index of production.

‘Seeing, however, that Italy’s economy imports most of its
industrial raw materials, it is possible to . compile statistics
of the consumption of the main raw materials, which will
then serve indirectly to indicate the development of industry as
a whole.

Consumption in Thousand of Metric Centals®):

1913 1922 1923 1924 1925

Coal . . 120,000 102,000 100,900 124,000 115,000
Mineral-oil*¢) 1,900 6,500 8,200 9,100 12,000
Electric energy (Mil- .

lions of k. w.) . 2,300 — — — 7,600
Iron & steel . 13,400 — 13,6710 16,120 24,550
Copper . 200 350 420 520 650
Lead 319 86 210 348 344
Zinc . . . . . — 65 116 166 201
Cottont?) 2,020 1,780 1,850 2,010 2,400
Jute . . . . .. 414 201 315 456 499
Rubber . . . . . 25 65 82 91 120

This table will suffice to show that there can be no question
of an all round vigorous advance of industry, a fact which will
be yet more apparent if we consider the consumption per head
of the population (including the new territories).

PerCapita Co‘nsumptiono’f MainRaw Materials
(in kilogrammes!®):

1913 1922 1923 1924 1925
Population (in millions) . 356 393 397 401 4055
Coal . . . . . . . . . 340 260 254 310 284
Mineral oil . . . . . . . 54 17 21 23 30
Iron & steel .. 38 — 34 40 61
Copper . . . . . . . . 08 09 1.1 1.3 1.6
Leed . . . . . .. .. 09 022 053 087 08
Cotton . . . . . . . . 57 45 47 50 59
Jute . ..o oo 12 074 079 11 ° 12
Rubber e 007 017 021 023 03

15) ‘Sources: “Annuaire international de statistique”, “Sta-
tistique générale de la France”, and material submitted to the
World’s Economic Conference. There are no returns to hand
for 1926. -

16) “Statistique générale de la France”, “Annuaire Sta-
tistique”.

17) Exports of cotton goods not deducted.

1%) From “Annuaire international de statistique”, See above.
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On the strength of these returns we can sum up as follows:

1. In spite of rapid progress in certain branches, the ge-
neral development of industry over pre-war times is inconsi-
derable if we bear in mind the increase of territory and the
relatively greater increase of population. Italy is even at the
present time a pronouncedly agrarian country.

2. The progress of Italian industry has been attained under
extraordinary circumstances such as, inflation, a violent de-
pression of wages and subsidies on the part of the Fascist
Government. The appreciation of the rate of the lira in 1927
has already caused a serious crisis in Italian industry, some of
the most successful branches, such as artificial silk and auto-
mobile production, having been obliged to cede part of their
share capital to foreigners.

3. The natural disadvantages: the lack of fuel has in part
been mitigated by the exploitation of the Alpine water-power
for -the industry of Northern Italy, but this asset cannot be
generally applied and has the tendency to decrease in efficacy
as time advances, )

4. With a stable currency, Italian industry can therefore
only hope to maintain its position on the world market if it
can capture markets and raw material sources at present mo-
nopolised by others. Hence, the desire of Fascism (exceeding
that of bourgeois parties in other countries) for imperialisi
expansion and the frank avowal of the necessity of re-distributing
the world.

The Development of the Italian Currency.

The Italian currency has in the war and post-war periods
shown a development analogous to that of the French. The
most important details in this regard are summed up in the
following table?).

25 PR 0t :
2 o= Sed 3 o
i3 I TR T
&5 22 S=8 52 BE
At end of (Bacchi) 1913 = 100
Year ‘average for the year
1914 2,936 735 100 - 95 94
1916 5,012 2,554 124 200 125
1918 11,750 7,166 144 409 230
1920 19,732 10,743 389 624 452
1921 19,209 8,505 449 578 - 501
1922 18,012 8,077 406 562 . 527
1923 . . . 17,247 7,754 419 575 518
1924 . .. 18,114 7,244 . 443 585 538
1925 . . 19,350 7,062 485 690 . 605
18,340 3,782 496 709 657

A perusal of these figures reveals the following facts:

1. An immediate inflation, 1. e. the emission of bank-notes
for account of the State to cover the deficit in the State budget
has not occurred in Italy since the close of 1920.

2. Since 1921 the lira was more or less stable.

3. The stabilisation of the currency is not a merit of the
Fascist regime. The basis of this stabilisation, the cessation of
the inflationary emission of notes for account of the State, had
been created before the Fascist coup. On the contrary, the
Fascist regime caused a® renewed slow depreciation of currency
which lasted until the second half of 1926. i

4. During the entire war and post-war period, there was
what is known economically as a “scissor” proportion bet-
ween wholesale and retail prices; this enabled the big bour-
geois class to make net substantial profits at the cost of the lower
middle class, so that there was a centralisation of capital
in the hands of the former.

5. In view of the peculiar position of Italian industry,
which is obliged to import almost all its raw materials, the
inflation only benefitted Italy’s competitive capacity on the world

#) The returns down to 1926 from C.E. McGuire: “Italy’s
International Economic Position” and from “Memorandum  sur
les monnaies” vol. 1. p. 58. (Material for World Economic
Conference).
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market so long ‘as thé wholesale prices at home were con-
siderably above the level of retail prices. Once this ceased
to be the case, it was more advantageous for the bourgeoisie
to see the currency stabilised. Nor were there any insur-
mountable obstacles in the way of such a stabilisation, as we
shall proceed to demonstrate.

The Formation of the Italian Budget.

The Italian Budget, just like that-of any other belligerent
State, showed a great deficit-in the war and early post-war
years, as will be seen by the following figures®).

Revenue and Expenditure of the Budget
(in Millions of Lire):

Y;&xilefﬁ:gg Revenue %ff:r‘é‘ Deficit Surplus .

1915 . 2,700 - 5,800 3,100
1916 . 2,000 - 12,500 9,700
1017 . 5,500 21,700 16,200
1018- .. 7,700 26,500 18,800
1919 . 9,000 33,300 23,400
1920 . 15,500 27,900 12,400
1921 .. . 19,300 37,500 18,200

© 1922, . 20,400 37,600 17,200
1923 . 19,600 24,500 4,900 '
1924 . 20,500 21,200 700 '
1025 . . 20,400 20,000 0.4
1926 . -20,400° 18,900 15

On the strength of these figures we can establish:

1stly, that the great deficit of the State finances -came fo
an end in 1922. The Italian Budget has, according ta offi¢ial
returns, been balanced for the last 3 years. The -stability’ of
the lira is not threatened from this direction. .

2ndly, that the State expenditure of the last few years, if
computed roughly on the basis of a price index of 600, is only
slightly higher than before the war. If we take the increase
in" territory and population into consideration the advance in
the State expenditure is very small indeed when compared with
that .in other countries.

The tax revenue has moved as follows?):

Millions of: Lire:
(Year ending June 30th.)

1018 1920 " 1922

4381 7532 13,995

1924
15,308

1914
2,003

1916
2,403

1925
16,050 -

. In view of the poverty of the country, this tax onus ‘is,' in -
comparison with the popular income, relatively high. McGuire-

gives the following returns in millions of Lire®).

Year Tax Total National Income ‘Per cent.
1025 . 20,649 .100,000 ! 20
1914 2,600 20,000 13

In the above 20,649 million lire, revenue from ' sources
other than taxation is also included. ’
il

State .Debts.

‘
At the outbreak of the war, Italy had a State debt :of
15,770 million. gold lire, an amount which may be considered
unusually high in view of the poverty of the country*?).

20). McGuire p. 340, figures for 1926 provisional.

2y McGuire p. 348, -+ '

»?) McGuire p. 456. o ’

%) The State debts of other countries at the time the war
began figured as follows: ey i,

Great Britain 717 million pounds slerling -

France . 33,000 million francs.

Gerniany . 5,400 million marks.

Thus only France had a bigger debt than Italy.

This, however, :includes some 7,000 million lire for the expense
of construction of 13,900 kilometres of railways belonging to the
State?*).

The interest service cost the State some 600 millions in 1913.

This pre-war debt was reduced by inflation to about /ith
of its original extent (taking also into  account the lessened
purchasing power of gold, to 1/6th).

If we add the budgetary deficits appearing above, we
shall get a total deficit of 124,000 million lire for the period
from 1914 to 1927. Thus the State debt must now figure at
about, 140,000 millions. . .

On the other hand, the statistics of internal Italian State
debts present the following aspect:

Millions of Lire:

Funded debts:
o June 1924 June 1926
Pre-war debts .

. 12,500 12,500
Long-termed loans . . . . . 36,100 36,000
Bonds rupning from 3 to 9 years . 11,900 15,000
60,500 63,500

Floating debts:
Bank-bills 22,200 17,800
State-notes 2,400 2,100
Bank-notes 7,500 6,700
~ Current accounts . 500 1,200

Total internal debts .- . '93,100_ _a;?}OO

In 1925, 4,000 million lire were used for the interest service
of the international debt. Computed by means of the wholesale
price-index, this™ figure shows that the interest service for
internal debts will not cost the state household more than
before “the war, provided that. the re-valuation endevours of
Mussolini are not carried any farther.

If we compare the sum total of the budget deficits with

~ that of the internal debts, a idifference of roughly 47,000 millions

will result. This is the amount received by Italy from her
allies, Great Britain and the United States, in the form of
war loans. ' ' ‘

Italy’s Inter-Allied Indebtedness.

i -~ During the war, Italy received big sums from the United
States and Great :Britain. These figured as under:

Capital Gold Lire Paper Lire
, in millions : (Middle of 1927)

United States . 1,648 dollars 8,000 million 30,000 million
Great Britain . 477 £ ster. 12,000 42000 ,, T

i These figures show that Italy’s war expenditure was very
largely covered by America and England' in the form of
loans®), The equivalent of these sums was brought to Italy
in the form of various goods, the most important items figuring
somewhat as follows?t):

' Millionsof Millions of

¢ . Y dollars sterling

Foodstulis (wheat, meat, preserves etc.) . 480 57"
Metals (copper, steel, barbed wire etc.) . 140 ‘ 24
Explosives T T 12
Railway material . . . . .-. . . . 37~ —
Fuel . . . . . . . . . . . 0. 20 39
Chemicals. . . . .-. . . . . 25 2

, Articles of Military équipment . 25 17

) McGuire p. 437.

%) The computation in gold and paper lire respectively
is. only approximate, since the purchasing power of sterling
or dollars at the time when the, credits were granted varied
considerably and was in general well below par. )

. 2%) According to the documents submitted by the Italian

. Government in connection with the negotiations regarding

funding the debts (Reproduced by McGuire«p. 377).
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The economic effect of these liberal supplies to Italy on
the part of the Allies has been that Italy’s economy did not
suffer through the war and that she has not been impoveri-
shed by the war to anything like the extent that would have
obtained had she been obliged to fight the war 'with her own
resources.

These debts must naturally be redeemed in the sense of
the funding agreement. However, Great Britain and the United
States have accorded Italy very favourable terms. To the United
States Italy will have 40 pay for a period of five years no
more than $ 5,000,000 per annum, and for another 20 years
from $. 12,000,000 to $ .20, 000000 yearly. After which, the
yearly payment will rise by $ 1,000,000 annually to $ 79,000,000
at the end of 62 years. To Great Britain there will be, alter
a fewyears of respite, yearly payments of £ 4500,000.. This
means that Italy will for’ the next two or three decades have
to pay no more than a maximum of 200,000,000 gold lire in
interest and amortisation for the inter-allied debfs, this being
1/3rd of the amount paid out before the: waras the mterest
on its ordinary State indebtedness,

It. thus appears that no particular danger threatens fhe
Ttalian Budget or currency from this quarter. It is only by
a continued deficit on the balance of paymenfs that the Italian
currency can be endangered.

Italy’s Foreign ‘Trade.

It is extremely difficult to form any idea as to the develop-
ment of Italy’s foreign trade, since the manner of recording
and grouping the relative statistics has been changed seve al
times, while the currency fluctuations have been considerable.

The following statistics are probably the most com-
prehensive:

Foreign Trade'in Thousand of St erling?)

. Impo‘r»ts .- Exports -Import sulplus
1913 . 147,650 101,700 45,950
1923 . 165,850 106,950 58,900
1924 177,400 131,000 46,400
1925 . 218,800 152,800 66,000
1926 . 212 000 ' 152,900 59,100

}

Even before 1he war Ibadys foreign trade was constantly
negative. In the period from 1910 to 1913 the deficit stood at
between 1,000 and 2,000 million ‘lire ‘per annum. Nothing
appears to have changed in this regard. The total value of
foreign trade has likewise changed very little. Taking the
lessened purchasing power of gold into consideration, we
have the same per capita, quota as before the war. In com-
parison with more intensely industrialised countries the foreign
trade is and always has been:very small. D

The foreign trade figures provide some indication as to
whether we are right in our opinion- that the industrialisation
of the last decade has not changed the economic character .of
the country very much. To this end we reproduce the per-
cenfage returns of the various groups of commodities.

Imports: Exports .
1908—1912 1922—1924 1908—1912 1922—1924
Raw materials . . 37 39.6 143 113
Semi-finished goods  18.6 17.8 27.9 28.2
Finished goods . 24.6 14.5 28.8 35.6

There has undoubtedly been a shifting in the direction
of .industrialisation, and this has been greater in extent than
might be expected in view of ‘our expatiations on thé relatively
small progress of Italian .industry. We must not, however,
forget that those branches of industry which made ithe most
rapid progress — artificial silk, automobiles etc. — are pro-
nouncedly exporting industries. "We sub]om a few figures "in
this oonnectlon”)

k) “Statistisches Jahrbueh des Deutschen Reiches” (Roughly
Lakulated by us in the case of the 1926 figures).

*) Memorandum II, p. 200.
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Exports in thousands of tons:
1913 1925
Woollen materials . . . . . . . . 3 6
Silk materials . . . . . . . .0 2| . 681
Cotton materials . . . . . . 53 Ty 3 (89
.- Linen, flax, and jute ma%emals ) | c 12
Hats (in mllhons) e e e 220 ‘19
Rubber goods . . L. 312
Motor cars (thousands of cars) .3 29
. The volume of textile exports, ‘subject to considerable

ﬂuctuahons within the *individual - groups, ha$ only increased
by one seventh; on the other hand, automobile exports have
multiplied almost tenfold and those of rubber goods (mainly
tyres) fourfold. In view -of the small foreign trade totals in
general, even small fluctuations flgure prominently in a per-
centage proportlon

Per caplta iorelgn trade returns”")
(in doliars).

Exports

Imports
1913 1924 1913 1924~
- Italy . 2031 . 21.33 - 13.99 1575
Germany . ©°3932 3472 30.80 24.84
France . 4146 53.56 33.88 55.29
Grewt Britain . . 09.81 '113.21 5554 78.96

:  The "International commercial relatlons of I’(aly fall ‘very
far short of those of the other \Vest European 'countries.

In summing up ‘we may remark that Italy’s foreign’ trade
is relatively small with a tendency in the direction of industriali-
sation, but still  showitig ‘an annual import surp]us of more
than 1,000 million gold lire, just as before the war.

The Payments Balance.

" ‘Italy’s payments balance is encumbered with the above
deﬁcxt of the trade balance to the extent of more than 1,000 mil-
lion gold lire. Abdut one fourth of the imports remains un-
covered by export and must therefore be made good by other
forms of revenue;

Before the war this surplus was covered by two items,
viz.,, money transmitted from abroad by emigrants, and the
empendlture of tourists in the country. For the period 1911—1914,
this revenue outside goods ftraffic figured as follows®): ~ .

:Emigrants Tourists: - Navigation . Miscellaneous ' Together
RS (in millions of lire)
450 420 115 200 v51,190

In the war years, 1915—1919, there was a very perceptible
deficit i the balance of paymerts, averaging 4,450 million gold
lire annually. This deficit was: covered by the inter-allied loans.

" In the early post-war years the balance of payments
continued unfavourable; it was not till 1924 that there was
a_trifling surplus, mainly due to" a very good harvest in
1923 which made it possrlll})’le to decrease imports of foodstuffs.
The balance of payments ﬁgured somewhant as riollovws in 'mil-
hons of gold tire:

LLabllltles Deficit of trade balance . . 1,000
Interest on the profits of ‘forelgn ca-

pital, commission expenses etc. 190 1,190
Assets: ~ Emigrants’ remlttances R e 540
Tourists B 1 ()
Navigation e 210

© 'Miscellaneous * .. . . . . . . . 8 1375

) ' Balance: 195

In 1625 and 1926, when the commercial balance showed a
markedly greater deficit and when payments ‘were alréady due
on the inter-allied debfs, the Italian balance of payments was
most - probably adverse by seVeral hundred millions.. :

_";)vMemo‘randum I p. 111,
3) McGuire p. 31.
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The Economic Policy of Fascism.

The Fascists’ economic policy may be summed up as
follows: The development of the capitalist system of economy
at the cost of all other classes, and especially by use of ter-
rorism against the working class.

The history of Italy between 1919 and 1922 shows that
wherever the working class creates a state of affairs in which
the profitable employment of capital is impossible, but does
not at the same time overcome the bourgeoisie politically and
establish the dictatorship of the proletariat, then the "bour-
geoisie, by the employment of a ruthless system of terrorism,
crushes the working class so as to make possible the economic
basis of its system, the profitable employment of capital. A
bourgeois state power which does not secure profits for
capital is a contradiction in itself, and must yield place either
to the dictatorship of the proletariat or to a terrorism on the
part of the bourgeoisie.

After the victory of Fascism the line of policy was directed
openly towards making the economy of the country subservient
to the interests of the bourgeoisie. To this end Mussolini
directed all his energies in spite of numerous “anti-capitalist”,
demagogic catch-words.

The fundamental task was to seoure again the production
of surplus value, which had been actually held up in the first
few post-war years as a result of a lack of class discipline
in the works and of strikes, labour meetings, the occupation of
factories etc.

This end was reached by the dissolution of trade unions,
by strike prohibitions, longer working hours, a reduction of
wages and, in short, a far-reaching diminution of the share
of the workers in the value produced.

This task has been fully solved by Fascism. The decline
of the share of the workers in the value produced and the

increase in exploitation are illustrated by the following figures

published by rtara’!):
1913/14 1922 1923 1924 1925 1926 1926
1st half 1st half 1st half - Dec.
Cost-of-living index 100 503 495 517 594 653 - 657
Wages index . . 100 518 480 474 513 559 584

The aoccuracy of Mortara’s «data has been called into
question and confronted by the “Association of Lombard
Industrialists”, by the Statistical Office of Milan and by other
organisations, with returns according to which the actual
wages are shown to thave risen since pre-war times by 12 to
21 per cent®). '

It is possible to check, to some extent, the accuray of. the
calculations in question by means of the following figures re-
lative to the per ocapita consumiption of certain important com-
modities:

Per capita consumption im kilogrammes®)

1913 1922 1923 1924 1925
Wheat . 2400  201.0 190.0 208.0 175.0
Maize . 87.0 62.0 68.0 70.0 73.0
Rice 115 9.2 11.1 108 - 120
Potatoes . . 460 - 340 410 45.0 48.0
Sugar . . . . . . 58 18 9.0 8.3 8.3
Coffee . . . . . . 0.8 1.2 1.2 1.2 1.1

These calculation are merely approximate, since they do
not take the varying extent of tramsitional stocks into account.
Nevertheless they show pretty clearly the tendency of a de-
crease of consumption in the case of the most important food
stuffs, .

A considerable decline was noticeable in the consumption
of wine. In the 1921—1924 period the consumption per head
B 51) “Prospettive economiche 1927”7, p. 442.

7). McGuire, p. 533.

33) From the data given by the “Annuaire international
de statistique agricole”, “Annuaire statistique”, “Statistique
générale de 1la France”, “Materialien zur Weltwirtschatts-
Konferenz” (Crops plus net imports. Flour included under
wheat.).

of the population was 22 per cent below that of 1903—1913%)
Similarly the tobacco consumption per head of the population
has declined.

Finally, it may be pointed out that the consumption of
cotton materials which figured before the war (1909—1913) at
3!/, kilogrammes per head per annum dropped to 2.8 Kkilo-
grammes in the Fascist period 1923—1925, this representing
a deterioration as regards clothing.

. Since the consumption on the part of the wealthy classes
has certainly not declined, these figures show a considerable
recession as regards th standard of living of the working
class as a result of the Fascist economic policy, and fully
bear out the accuracy of Mortara’s figures.

The forcing down of wages below the pre-war level was
the most important service rendered by Fascism to the Italian
bourgeoisie. But the interest of the bourgeoisie determined the
entire economic policy of the Government?).

The financial policy of the Fascists is characterised by an
vtterance made by de Stefano, the first Fascist finance mi-
nister?®). '

“A financial policy based on a persecution of capital
is nomsensical.”

In keeping with these tendencies the law requiring all
security holdings to be reported was abolished, while the in-
come tax was reduced and death duties abandoned, save in the
case of inheritance by relatives twice removed. High protective
tariffs secured the profits of industry. Subventions and sub-
sidies for navigation and ship-building were followed by highly
profitable government contracts, for all industries connected
with the army, such as automobile, aeroplane and tractor con-.
struction, the chemical industry and the like.

It was 'only in the last two years that this economic policy,
so paritial to the fnterests of the bourgeoisie was somewhat
modified. In the middle of 1925 the protective tariff was ex-
tended to wheat and other agricultural produce so as to benefit
the landed proprietors and big farmers and to make them
favourable to the Fascist regime®). The stabilisation of the lira
is in the interest of the Italian bourgeoisie now that retail
prices have been adapted to wholesale prices. What is not
m the interest of the industrial bourgeoisie is the “revalorisa-
tion” proclaimed and partially effected by the Fasocists, i. e.
the forcible appreciation of the exchange rate, allegedly up to
gold parity. Any such policy would greatly harm the interests
of industrial capital .in favour of loan capital, plunge Italian
industry into a serious crisis (which has in part already .come
abm{&tf) and deprive Fascism of its social basis. We believe,
therefore, that Musolini would prefer to leave well alone as
regands revalorisation®®). ) :

Final Remarks. .

An unprejudiced investigation of the admittedly socanty eco-
nomic material affords the following main facts:

1. Italy’s economy, similar to that of other Imperialist
countries, has got over the bad effect of the war — the edonomic
damage of which was smaller in the case of Italy since the
war was carried on mainly outside the Italian borders and was
chiefly financed by foreign credits — and has since the close
of hostilities been advancing along a slowly rising line. In

) McGuire, p. 516.

%) v. L. Gangemi: “La politica economica e finanziara del
Governo and Fascista”, Bologna 1924.

36) Pernot p. 241.

37) The agrarians welcomed these advantages. Thus the
“National Council of the Fascist Federation of Farmers” de-
manded tax reductions, a reduction of the duties on agricultural
machinery, the reduction wof agricultural machinery prices and
a modification of the wages of agricultural labourers (“Times”,
July 2nd, 1927). R :

%) Early in July Volpi declared that the rate of the lira
was to be stabilised at 90 to the £. The cessation of the lira
boom ensued upon the intervention of the leaders of the pro-
minent Capitalist Association who approached Mussolini through
the mediation of Turati, General Secretary, of the Fascist Party.
(“Frankfurter Zeitung”, Rome correspondent, July 2nd, 1927.)
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this connection there has been a certain passing iof capital into
foreign hanids, though in a far smaller degree than in Germany.
The stabilisation of the currency meets with no serious obstacle.

2. The industrialisation effected in the mnorth of Italy is
far smialler in extent than is generally supposed and has mnot
fundamentally changed the chanacter of the entire country as an
agrarian territory.

3. The stabilisation of capitalism has been purchased at the
cost of an unscrupulous subjection of all werking classes to
the ecomomic interests of the industrial  bourgeoisie. In parti-
cular, the actual wages of the proletariat have been reduced
below pre-war level. ) - -

4. The poverty of wide sections of the population®)
restricts the home market and forces Italian industry to seek
markets abroad by strenuous attempts at an “economic penetra-
tion” of the Balkans, (Loans to Roumania and Albania) and
by the conquest of Colonial territories in Africa, Asia Minor
and the Balkans, wherever there are raw materials and pos-
sibilities of a market. Hence, the open proclamation of a “Re-
distribution. of the world”. ‘ s

5. Class antagonisms are extremely pronounced in Italy.
The class basis of the Fascist rule is very small, for Fascism
has not succeeded in “normalising” its regime and returning to
the parliamentary form of boungecis dictatorship. The: forcible
suppression of the legal Labour Movement amd the political
parties generally led- to a latent revolutionising of the pro-
letariat and the indigent peasantry, to the leading mole of
the illegal communist party, the only party of the proletariat
which has withstood terrorism. It is probable that the Fascist

regime is the last form of bourgeois rule to be seen in Italy -

prior to the dictatorship of the proletaniat.

IX. General Section.
The General Business Outlook.

The latest factor in the business outlook of the last few
months is the circumstance that, for the first time since the
war, a prominent European State with a stable currency, i. e.
Germany, has attained a phase of exceptional business prosperity.
At the same time, the economic position of the other leading
capitalist countries of Europe, France and Great Britain, has
improved. In other countries again, particularly in Italy, the
business position has deteriorated. In the United States the
position has remained favourable, though with a slight indica-
tion of oming decline. . .

The fact remains that a uniform progress of business, a
cycle extending to the entire world capitalist economy, has as
yet failed to materialise. The curves in the individual countries
are altogether different. In Germany we have since the stabilisa-
tion of the mark witnessed a rapid alternation of business
phases, crisis and boom following oné upon the other within
2 or 3 years. This causes many observers to conclude that the
tendency towards a shortening of profitable business cycles,
observable in the 10th century and down to the outbreak of
the war, is now continuing in an intensified form.

In contradiction to this we may point out that in the
country which is not only foremost but also «decisive for pre-
sent-day capitalism, i. e. the United States, the upward move-
ment and favourable business cycle have now been continuing
for almost 6 years, i. e. since the autumn of 1921. There have
been two small periods of depression of 3 to 4 months duration
in the spring of 1923 and the summer of 1924, but these lasted
far too short a time to allow of their being regarded as crises
in the old sense of the word. We have in this case the contrary
of the phenomena wbserved in Germany, a long period of in-
creasing or lasting business prosperity.

) The development of savings deposits was as follows:

Millions of

paper lire gold lire
1013 4,655 4,655
1926 21,004 4,356

With a population larger by 1/6th, the sum total of savings
deposits has receded. Therefore, the rate of interest charged
for loans remains high and the power of the few big banks
is very great.

The German business boom, with which we deal in detail
in the special section, came about so abruptly owing to the
fact that German .ecomomy is still poor in capital, while it is .
depenident on foreign loans for the maintenance of its prosperity
and at the same time not in a position adequately to develop
its exports, seeing that an actual lack of capital prevents the
German bourgeoisie from exporting goods in the place of
capital, so that Germany is at a disadvantage in international
competition in spite of the low wage level obtaining in the
country. We, therefore, think that the present business boom
will not extend beyond the year 1927. ,

The improvement of business in Great Britain will, in. our
opinion, not lead to a pronounced cycle of prosperity. It is
partially a phenomenon of replenishment, since the stocks so
greatly depleted as a result of the mining lock-out must now
be made up. This is quite eSpecially the case in the entire
rvealm of the metal industry. It is obvious, however, that, in
spite of the victory of the capitalists over the workers, the coal
arisis is by mo means solved and is bound to recur at some
time in a very acute form. In viéw wof the fact that coal mining
is the most important individual industry of Great Britfain,
normally occupying more than 1,000,000 workers, a period of
prosperity is difficult fo imagine in the face of any crisis in
that direction. Allthough a certain change has undoubtedty come
about in British industry in the sense of a lessening of the
importance of the big staple industries and an increase in the
significance of the fnishing industries, such - as automobile
construction and the electric and chemical trades, this alte-
ration will not suffice to render possible a generally prosperous
cycle in Great Britain in the face of a crisis in mining and
difficulties in the heavy metal industries, ]

In France the actual, albeit, not yet legal, stabilisation has,
as we predicted, proved far less detrimental to business than
was - generally assumed. In keeping with the fact that the de-
formation of capitalism by inflation was far slighter there
han in Germany or other countries. which experienced serious
inflation, there have been no serious break-downs and no
violent disturbances in the sphere of monetary circulation in
France. The markedly agrarian basis of French economy, the
relatively small population, and the comparatively great im-
portance of high-quality industries in relation to .export, have
made it possible that while there has been 'a decline in the
activity of those stable industries which work mainly for
export purposes, there has been no resulting stabilisation
crisis in the actual sens of the word. It is not excluded, how-
ever, that in connection with the next general deterioration of
the international business position the crisis in France will
make itself felt in a more acute degree.

In Italy again the business position has deteriorated as a
result of stabilisation, i. e. of the improvement in the rate of
the lira. Seeing that the Italian home market is far less capable
of absorbing goods than that of France and the capital forces

‘of Italian economy are far smaller, while fhe local distribution

of Halian industry is .less favourable, the withdrawal of ad-
vantages accompanying inflation are more decidedly felt in the
diminution of competitive ability on the world market. The °
adverse business results of the revalorisation endeavours in
Italy have been mitigated by the fact that much foreign capital
has entered the country — mainly from America and Great
Britain — and also Italian industry itself in the form of acqui-
rement of undertakings by foreign capitalists (artificial silk and
motor-car industry).

The economic situation in Poland continues to be highly
precarious. The maintenance of the markets for Upper-Silesian
coal captured during the British mining lock-out is meeting
with great difficuliies as a result of German and renewed
British competition. The customs war with Germany renders
the export of agricultural products difficult. The end of Ger-
many’s obligation to supply Poland with scrap iron represents
a serious drawback for the heavy metal industry of Upper
Silesia. What is worse is the fact that the Amrican loan which
has been sought for a very long time has mot yet materialised.
True, official Polish reports state that the conclusion of the
loan, or rather the continuation of negotiations, has onmly been
postponed till the autumn. It is obvious, however, that in view
of the war preparations on the part of the imperialist powers
against the Sowiet Union the American capitalists do not like
the idea of investing capital in Poland (there are indications
that the rate of American capital exportation is slowing down).
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It is a sign of weakness in the genmeral international bu-
siness position that there is pronounced over{production and a
marked decline of prices in regard to quite a number of im-
portant raw materials, such as coal, rubber, petroleum, and
certain metals. This means that the consuming capacity of the
capitalist world in general is again remaining far behind the
producing capacity. :

Unemployment,

_In keeping with the -improvement of business in Great
Britain and Germany and for seasonal reasons as well, un-
employment has shown a declining- tendency during the last
few months. In Germany various branches of industry have
been complaining of a lack of skilled.labour, which may, as
an excefpion indeed have occurred. Nevertheless, unemploymerit
could still be put down at more than one million at the end
ot June, the actual number probably being several hundred
thousand above this figure.-In France seasomal reasons and
the return home ‘of foreign labourers have caused adecrease
of unemployment, whereas in Iitaly unemployment has been on
the increase if we disregard the effect of seasonal fluctuations.
The following - table shows the movement of unemployment in
the trade umions: o

Percentage of Unemployment among those
Organised in Trade Unions. '

)

22 g 2 g8
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April 26 . 92 32 65 165 260 123 186 191 955
January 27 . 121 7.7- 156 321 302 161 165 6.6 924
February 27 109 59 139 317 311 155 155 58 036
March 27 . 9049 01 265 289 141 115 44 039+
April 27 . 04" 52 71 236 224 123 89 3.7 932
May 27 . 88 " 70 20

The Movement of Currencies and of Gold.

The currencies of the majority of countries have remained
stable during the last few months. Fluctuations exceeding the
limits of the gold, import or export points respectively have
only occured in Italy, Spain, Greece, Poland and Japan.

By “reason of the fact that, apart from a few exceptions,
there has been an actual stabilisation of currencies — whether
legally established or not — the question of adistribution of
gold ‘stocks has again acquired importance. Regarding the re-
turns concerning the gold stocks in individual countries®®), we
may observe that the gold stocks of the central note banks have
increased all along the line:

‘ End of 1913 End of 1926
QGreat Britain

35 151 million pounds sterling
United States 1,924 4502 °,  dollars
Spain 480 2557 ,,  pesetas
Germany 1,244 1,807 , - marks

In a number of smaller countries, too, the gold stocks have
greatly increased. ; o

This increcse of stocks with the central banks is only in
part due to the fresh production of gold, which has indeed
been smaller both during and after the war than in pre-war
times; the main reason is the withdrawal of gold coins from
circulation. Save in the United States and in Switzerland, there
is indeed no gold in circulation at all. .

During the last few months, the most remarkable pheno-
menon in banking has been the surplus of foreign bills in
France. With a view to preventing the rate of the iranc from
exceeding the actual stabilisation rate of 123 to the £, the
French Government, or rather the Banque de France, has been
obliged to buy up a great amount of sterling. These sums were
employed in April for the purpose of paying off a debt of
the French note bank to the Bank of England to the extent
of £ 33,000,000, whereby an amount of gold deposited in the
Bank of England to the value of £ 18,000,000 was released.

;*E)_‘TA;nunire -statist'ique international” 1926, pp. 144—147.

In April and May, the Banque de France continued the
conversion into gold of the quantities of sterling bills it re-
ceived, to which end it removed large amounts of gold from
the London gold market, i. e., in reality from the Bank of
England, and despatched them to the United States for the
purpose of accumulating in that country a fund for the payment
of the comumercial debt of $ 400,000,000 maturing in 1929. In
May, five gold transports of $ 6,000,000 each were remitted
by the Bank of England to New York for account of the
Banque de France*!). So as to stem the superfluous influx of
gold to the United States, the Federal Reserve Bank has now
bought the balance of the £ 18,000,000 worth of gold of France
and deposited it again with the Bank of England?®?). '

The question arises, whence this great influx of foreign
means of payment to Frante can have come. It is obvious that
it did not acerue from foreign trade or from the current French
balance of payments. It caii therefore be nothing but the return
of fugitive French funds now that the currency has been sta-
bilised, and partly also speculative investments by foreigners
in French shares which have been showing an upward trend
in connection with the stabilisation. It would thus appear that
France has succeeded in stabilising her currency without any
particular loans from abroad.  The opinion we put forward
in these columns a year ago, at the time of the sharpest drop
of the frdnc, that-a stabilisation of the French currency would’
be possible as soon'as ever the French bourgeoisie was so in-
clined (which presupposed the constitution of a big-bourgeois
Government) has thus proved perfectly correct.

At - the present moment the Italian Govenrment is. ex-

periencing difficulties similar to those prevailing in France.

Like Poincaré, the Italian Government has not decided to
establish a definite limit of stabilisation. From the utterances
of Volpi, the Italian Minister of Finance, it would, however,
appear that a rate of 90 lire to the £ is to be maintained at
least until the autumn. As a result of the large foreign loazs,
which from America alone are said to have tollalled $ 150,000,000
in the course of this year, the. sterling rate dropped to 83 lire
and the Italian Government was obliged to effect a purchase
of foreigtt bills so as to reduce the rate of the lira to something
like the stabilisation level.

The American loan for Poland under discussion for about
a year seems now finally to have been frustrated, although it
is formally announced that negotiations will be resumed in the
autumn. Merely a small loan of $ 15,000,000 has materialised.
The reason of the failure of the main loan is not quite appa-
rent, but it appears that the Poles refused to accord the
Americans full control of their note-bank, while the Americans
were, obviously afraid of warlike “complications between Po-
jand and Russia. Whether Poland will succeed in maintaining
the present rate of exchange of the zloty after the failure of
the American loan, remains to be seen. For the time being,
the zloty is decidedly on the downward grade.

As regards the United States, the gold stocks are reported
by the authority quoted above to have remained more or less
stabe during the last 3 years. Seeing, however, that the balance
of trade is again favourable and that the Americans are con-
stantly realising big sums on their capital invested abroad?*?),
there is every probability that, if not artificially impeded, the
influx of gold ‘will continue in the near future, In the first
five months of 1927, the net influx of gold to the United States
stood at § 120,000,000.

In genera, the situation may be summed up as follows:
Superabundance of gold in the United States; accentuated com-
petition for the acquisition of gold among the other capitalist
States of the world.

s1) June Bulletin of the National City Bank.

12) From the weekly report of the Federal Reserve Banks it
appears that towards the end of June $ 135,000,000 worth of
gold was lent to “Foreign Note Banks”, by which the Bank
of England is obviously meant (v. “Economist” of July 9th,
New York correspondence).

19) Estimated by T. W. Lamont, partner,in the Morgan
Bank, at $ 12,000,000,000 with a yearly revenue aof $ 1,000,000,000.
(Speech held on May 2nd. 1927 and reported{in the “Berliner
Borsen-Courier” of May 30th, 1927.)
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The following table shows the currency movements in
countries which have not yet fully stabilised their currencies:

Foreign exchange rates in New York.

(cents per foreign unit) _
; 18th - 8th
Parity June Jan. Mar. Apr. May June July
1926 1927 1927 1927 1927 1927 1927

Italy . . 193 37 43 45 50 54 55 545
Poland 193 93 113 114 114 114 120 -
Roumania . 193 043 053 061 062 0.62 060 —
Greece 193 12 13 13 13 13 13 134
Spain. 19.3 158 160 174 176 176 171 17.05

International Price Movements. .

There have been no particular price fluctuations during the
last few months. The most important event in this respect is
the sharp drop in certain prominent raw materials, such as coal,
petroleum, and rubber. On the other hand, there has been an
increase in wheat prices and in general a lessening of the “scis-

sors”.. In the countries which have gone over to agrarian pro- -

tective tariffs, the “scissors” have indeed ipartly ceased to obtain
as regards vegetable products, though they still prevail in re-
gard to cattle accompanied by a. continuation of low prices.
In - the United States a further tendency towards price reduc-
tion has been observable for finished industrial goods.

A special feature dis the increased difference between whole- -

sale and retail prices, a drastic example being cited in the
“Vorwirts” of July 1st, 1927, in regard to the movement of
rork prices in Germany: .

“In the 1911—13 period the divergence between °‘sty’
and ‘shop’ prices amounted to 77 per cent. In 1926 there was
a margin of about 120 per cent. and in the current year one
of 140 per cent. From 1911 till 1913 a pound of pork cost
42 plennigs on the farm, 53.7 pf. on the market (25 per cent.
more), 65.5 pf. at the wholesale butcher’s (52 per cent. rise),
and 76 pi. at the retail butcher’s (77 per cent. rise). From
1926 to 1927 (June to May) a pound of pork cost 57.4 pi. at
the farmer’s, 71.8 pi. on the market (25 per cent. up), 91.7 pi.
at the wholesale butcher’s (60 per cent. up), and 1.31 marks
at the retail butcher’s (128 per cent. up).”

“As already remarked, these quotations apply to the
period down to the end of May. At the present time a'pound
of pork can hardly be had in the shop for 1.31 marks the
price charged warying from 150 to 1.60, although the initial
price has barely changed. It may be said that the difference
between the initial price of cattle and the retail price of meat

" js at present double what it was before the war.”

The following table shows the formation of wholesale prices
in the most important countries:

Index figures of wholesale prices.
(1913—14 = 100)

& 3 , .
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1026 April 151,1 158 1327 752 636 178 150 147 1,97 239 149 163
1927 Jan. 1469 153 1359 710 673 195 146 145 1,79 224 146 173
, Feb. 146,4 156 1354 730 FO1 197 145 147 1,79 227 148 172
, Mar. 1453 154 1350 742 593 200 145 147 1,77 . 227 146 175
. April 1442 153 134,8 735 565 206 143 147 175 225
T May 1441 15 137,01 721 i37
» June 156

The Recurrence of the World Coal Crisis.

The world coal crisis, which was inferrupted last year by
the reduction in output of some 120 million tons by reason of
the mining lock-out in England, is now, quite apart from any
change in the business outlook, again threatening, although the
miners’ strike in the organised mines of the United States this
year has. also exercised a favourable influence on the inter-
national coal market position. As we have often pointed out, the
defeat of the British miners failed to lead to any solution of the

British coal-mining crisis, which is nothing but the world coal
crisis in its miost virulent form.

The coal crisis is essentially a market crisis, in which those
countries are principally involved which are greatly dependent
on their coal exports, chief among these being Great Britain. The
market crisis is based on three main factors:

- a) In view of improvements in combustion techmique, less
coal than formerly is now needed to produce a unit of energy.,

b) Part of the requisite energy is gained from mineral oil
and water-power instead of coal.

c) In view of the general efforts of all countries to become
self-sufficient and towards restricting the import of goods to the
barest necessaries. a whole number of countries formerly imspor-
ting coal have organised coal production on their own account,
whereby coal exports have been severely hit.

For a better understanding of the position, it is necessary
to give a quantitative indication of the effects of these three
factors. The material submitted to the World Economic Con-
ference®*) and that of the British Coal Report (Samuel Committee)
furnish certain data in this connection. ‘

a) The coal consumption in general and per head of the
population®) shows the following alterations in the leading
countries (such as have a consumption of more than 10 million
tons per annum):

Total Per capita
Million to~s . Tons

) ) 1909/13 1925 1913 925
Canada . . . . . . 23 25 4.0 2.6
United States . 442 508 - 5.1 2.4
Geirmany ... 159 138 2.6 22 .
Belgium . . . . . . 25 31%) 35 38
France . . . . . . 61 74 1.6 1.8
Maly . . . . .. . 10 11 0.3 0.3
Holland . . 10**) 12 1.6 1.6
Great Britain . 184 176 4.2 39
Soviet Union . . . . 34 17 03 04
Switzerland . .. . . 3 3 0.9 0.7
Chiga. . . . . . . 14 20 0.03 0.05
India . .. . . . . 15 21 - 0.05 0.07
Japan. . . . . . . 16 31 0.4 0.5

*) includin.g Luxembu‘rg,‘
**) for 1913.

b) The relative ousting of coal by other sources of energy
is treated, for the United States, in the following table:

Comsumption (in tons of 2,000 1bs. each) of Coal
or Equivalents.

19t11—15 1921—25 Rise
» in millions per cent.
Coal . . . . . . . 513 540 - 5
Mineral oil . . . . . . . 33 75 125
Natural gas . . . . . . . 26 43 65
Totals . 752 658 15
Population . 96.5 1117 16

This table shows that roughly 59 million tons of coal more
than before the war have been replaced annually by mineral
oil and natural gas, this representing 10 per cent of consump-
tion. The ousting of coal by oil fuel in navigation and the
influence exercised by the exploitation of water  power are
well known facts, though the latter. should not be over estimated.
The energy produced by water power works does not save
more than 28 million tons of coal per annum, or 2.3 per cent.
of the coal consumption -of 1925%), .

¢) The following table illustrates the development of coal
production in the more important countries. We here distinguish
between coal exporting and coal importing countries. '

M) “Societé des Nations C. E.” 1. 18, vol. I &ll. “Memo-
randum sur PIndustrie du Charbon”. i

) Memorandum' I, p:-10:

46) Memorandum [. p. 7.
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Average L
1909—13 1913 -
" (millions of tons**)

1025

Exporting mﬁnﬁries:

Great Britain . - 2739 202 248.1
Germany*) . . . . . . 1311 160.1 163.8
Poland*) . . . . . . 36 41 20.1 -
+ Czechoslovakia . 179 <194 16.9
Importing countries:
France*) . . . . . .° 42 44 47.3
Other European Countries 9.5 - 108 185
China . ... . 1209 13.8 20.5*%)
India . 15.1 16.5 215
Japan***) C . 197 233 315
Africa - . . . ., . . 6.9 8.2 12.6****)
Polynesia ’ 12.2 14 15.3****)

*) Post-war territory. :

**) Lignite computed in. proportion to hard coals.
***) Including colonies. - : :
****) Rough estimate. -

On all hands we see the same tendency of an increasing
- production in importing, and a decreasing output in exporting,

countries. The year 1926 interrupted this line of development,

since all exporting countries greatly increased their output to
cover the wdeficiency in Great Britain, but at present the ten-
denicy is once more clearly apparent. (An exception must be
made in the case of the United States, where, however, exports
play an insignificant role, and Canada, whose coal output shows
a downward tendency although it is a coal-importing country.)
This development continued in 1927 so far as could be estimated
from the rough data. (The computation of the various sorts of
ooal on a uniform basis is rather a.complicated process, ac-
cordimg to whether the pits’ own needs are included or not;
the calculation of lignite coal in terms of hard coal likewise
causes varying results.) By reason of the coal strike, pro-
duction hows a generally rising tendency.

The natural comsequence of these three tendencies of de-
- velopment is -a falling off of woal exports.

The net exporitation of the most prominent exporting coun-
tries figured as follows*”). coke, lignite, briquettes etc., being
expresseid in terms of hard’ coal: :

Millions of tons.

' 1913 1924 1925

United States . . . . . . 28 23.4 23.2
germany“) . . 327 12.4 255
oland . . . . . . . . — 115 8.2
Great Britain . . . . . . 007 85.5 72.4
Czechoslovakia . . . . . — 2 0.9
159.4 1353 130.2

Although we have here disregarded the pre-war figures
for Poland and Czechoslovakia, the world’s total exports have
decreased by roughly 30 million tons, or almost 20 per cent.
Here we have the key to the coal prices and the reasons why
the - victory of the owners over the miners in England could
bring no solution of the problem. ‘

The crisis affects the countries according to the percentage
extent of their. coal exports in relation to home consumption.
It barely affects the United States, where exports represents
not quite -4 per cent. of output and are in many cases directed
to easily miccessible markets such 'as Canada or Latin America.
Germany and Great Britain, whose exports are roughly 20 per
cent of production, are far harder hit. (Great Britain exported
25.54 per cent. of output in 1913 and 28.24 per cent. in 1923;
in 1925 the output dropped to 19.6 per cent'®).

%) Memorandum I. p. 25. -
4%) Post-war territory, with Reparations supplies .

1) Report of the Royal Commission on the Coal Industry,
vol. III p. 90. _ _ :

Therefore, the coal crisis in both these countries is inevitable.
The attempt of the German chemical industry to use coal as a
raw material for gaining mineral oil (benzine) is yet in its in-
fancy, and even if it succeeds it will not solve the coal problem,
seeing that the amount of coal thus used is far too small, There
is nothing left but to introduce a relative restriction of coal out-
put in the two main exporting countnies, Great Britain and
Germany. ‘

6. The \’Vor‘ldrlron and Steel Markets.

The materials submitted to the World Economic Conference
gives the following aspect of the World iron and steel markets®):

Worlds Iron and Steel Production in millions

of tons.
© 1909—13 1913 1926
Iron 68.3 78.8 79.2
Steel 65.2 76.6 93.9

We see in the first place a marked shifting in the mutual
proportion of iron and steel output. Before the war, the iron
output 'was greater than the steel; now the latter is' 15 per cent.
in advance of the former. .

- At the same time; there has been a sharp drop in Europe’s
share in the world output. The share of Europe and that of the
United States figured ds follows in percentage proportion:®)

Iron.
1013 1925 1926
United States . 300 485 565
Europe 519 474  40.1
Steel
United States . 415 508 524
Europe 56.6 458 - 44.2

In examining those countries which belong fo the Inter-
national Crude Steel Union (the European steel cartel), we shall
see that here again the share in the world output of steel has
fallen off, although the absolute output surpasses that of pre-war
times. The following figures refer to post-war boundaries:

Output of Steel in Millions of Tons and in Per-
centage Proportion to World Output.

1913 % 1925 - % 1926 %
Germany 1224 1596 12.19 1343 1234 13.14
Belgium . 247 322 255 281 337 359
France 697 011 742 817 839 893
Luxemburg . 134 174 208 230 224 239
Sarre Region . .. 208 272 158 174 173 185
Crude Steel Union®?) . 25.10 3275 25.81 28.45 28.07 - 20.90

Thus, 'the countries combined in the Crude Steel Union will
appear to have surpassed their output of the very favourable year
1913 in 1925—26 but yet to have fallen short by 3 per cent. of
their relative share in the world’s production.

Foreign Trade in Iron and Steel

The following table affords a survey of the iron and steel
exports of the most prominent countries, here figuring in thou-
sands of tons.’?) - '

Belgium

Germany (025 & France Gt. Britain U. S. A.
Luxemburg)
1913 6309 1573 630 4969 2008
1925 3263 3731 1678

3112 3875

50). “Memorandum sur lindustrie du fer et de lacier”,
League of Nations C. E. I. 17, p. 10. : ‘

51) ibid. p. 11. ; _

52) For the sake of simplicity we may disregard Austria,
Czechoslovakia and Hungary. ) ,
. 59 Memorandum p. 32. (Long fons in the case of the Anglo-
Saxon countries.) =~ . “! ' "
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7 Disregarding the United "States, whose exports ‘‘are not

directed to Europe, we see four relatively equal exporters, three
of which: are at present combined in the Crude Steel Union, in
which connection it is not-devoid of interest that the bulk of
the French exports 2Y/> million tons) went to the big steel-expor-
ting countries, Germany, Belgium and the United Kingdom.

Since 1925 no particular changes have come about apart
irom the peculiar development of iron and: steel exportation in
1926 as a result of the British Coal Lock-out, -

Iron and Steel Consumption.

The following table éiws us a survey of the iron and steel
consumption of certain prominent countries. The calculation is
somewhat complicated, since part of the crude iron is used for
steel production and a double calculation must be avoided. -

: .‘Con‘sq‘m Gonin

‘thousairds ‘of “'~per head of

tons. population.
1913 - = 1925 1013 .. 11025
Germany . . . . . . . . 17530 12,350, 261 197
Belgium (1925 & Luxemburg) 1450 2,060 190, . 955
France (1925 & Sarre) . . . 6400 ° 11,350. 151 203
Great Britain (1925 without ~» . . .. . ..
* Ireland) A, 10,840 9,050 . 236 200
Haly . . 1070 . 1940 33, 61
Poland . . 4,170 ' Bs0 . 32 28
United States . 38420 . 55350 372 468
Japan . 1,130 .. 1,400 .30 .30

~ The chief interest attaches not so much to the absolute
figures, which in part allow of no practical comparison in view
of territorial changes, as' to the movement of 'consumption per
head. In this connection we see that the four West European
Industrial Countries, Great Britain, France, Germany, and Bel-
gium consumed pretty much the same quantities of iron and
steel respectively per head of the population in 1925, i, e. about
200 kilogrammes. Very far behind follow Italy, Poland and
Japan. On the other hand, the ‘consumption per head of the
population in the United States was double that of the big
European industrial countries. -~ '~ T

The Development of the World’s Engineering and Electrical
Industry.

It would be ‘an extremely -interesting task to pursue the
development of the world’s apparatus for the production of ma-
chinery, since this would admit of safe conclusions as to the
evolution of productive forces. Among the material submitted to
the. World Economic Conference there is an article on‘inter-
national engineering.5*) Co :

Unfortunately, the definition of machinery has never been
strictly established in an economtic sense. A great number of
products which would certainly be classed as machinery in the
Marxian sense, such as all electrical apparatus (dynamos, motors,
electric locomotives), then automobiles, ships, motor .cycles,
steam engines and steam generators, -are not included under the
heading of machinery. On -the other hand; various prodiicts
which could only be termed machines in the very widest sense
of that word have often been counted as such, e. g., fixtures, for
steam and water conducts (taps, valves, efc.), typewriters and
calculating machines and the like. It is naturally a lack of ,con-
sistent economic reasoning to count steam locomotives to machi-
nery but to refrain from including electric locomotives under that
heading.

It would appear natural to class these data together with
those of the electricity industry contained in a special brochure.>)
The returns for the electro-technical industry, however, also
include all data regarding electric long-distance communications
(telephony, telegraph, wireless), which again cannot be said to
refer to actual machinery.

Foréign Trade in Machinery.

The following table shows the main data in regard to .the
foreign trade in machinery:
——;S_“Bi; Maschinenindustrie der Welt”, published by the
Association of German Engineering Industrialists.
. %) League of Nations, C. E. J. 16, Electro<Technical Industry.

" Kilogramiites "

- chinery for themselves.

1097
_AW“ijltd’s Machinery Exports.
S 013 . 1925 Increase or
. Millions of £. Sterling . _decrease ...
o R Pre-war values =7 .
United States . . . 3405 268 4265 348  +352
Great Britain . 3605 284 2095 244 —17
Germany . 369 29 245 20 —33.6
Other. countries . .-1985 . 158 254 - 208  +.28.1
126.85 100.0 -12250 100 — 5.25
We see an. advance of the United States by 25 per cent. and

a very pronounced - retrogression in the case of Great Britain
and; Germany. The fotal of machine exports has likewise dropped.
A closer examination will show.that the recession is owing to
smaller imports on -the part of such countries as produce ina-

1013 1925

Millions of £ sterling
Pre-war. values

o

, L o % %
Imports of Machine producing o '
Countries .. .. . 8095 654 6845 558
Other imports 43.9 346 5405 - 442
PR 12250 100

126,85  100.0

: Theﬁ share of foreign trade has receded: in 1he:1ast 12 years. ‘
from 1/5th to 1/6th 'of the total output value, mainly by reason
of the fact that the interchange between,the machine-producing
countries has lessened. ‘

These are the main results of the investigation, but we must
repeat ‘that. they refer to an: arbitrarly. established portion of -
engineering and not to the whole in our sense. o

‘The production of the electro-technical industry figured. as
follows:%) - S : S

,

S - s & = 0B

§ 'z $3 5§ EE 3z fg 3

s 25 2§ 35 2§ 2% 2§ 5B
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£ =3 2£ SE 25 =8 zE SE

U.S.A. 1078° 289 118 1124 3609 48.1 290 353.2
Germany . . . 1300 349 140 3306 1750 233 190 3565
Great Britain . 600 160 ‘75--156.2: 864 11.5 135 352.2 -
France 150 40 30 302 368 49 75. 783 .
Japan . . . . 69 19 — 16 214 29 25 111
ttaly . . .., 45 12 — 83 139 19 — 122
Austria 120 32 25 .104 04 13 23 347
Canada 54 14 5 -03 9 12 8 127
Switzerland . 45 12 — 347 71 10 — 476
Various 273 1.8 38 141 201 10 13 447

In comparing the development of engineering with that of
the electro-technical industry, we may see that the value of

output has doubled in the latter case while in the former there

has only been an advance of 10 per cent. We may observe,
furthermore, that electro-technical production has been greatly
concentrated in ‘the three leading industrial countries, United

" States, 'Great Britain and Germany, which together produce

03 per cent of the ttotal. The share of the United States here
again amcunts to roughly half the world output.

The exi)orts of electrotechnical products figure as follows:

1913 1925
Mill on of Pid. Steriirg

per cent per cent
Germany . . . . . 1655 478 17.85 25.7
Great Britain . . . 78 22.8 17.6 25.4
United States . . . 5.6 16.3 17.65 25.5
Other countries L 45 13.1 16.15 234
3445 100 69.25 100

56) “Industrie Electrotechnique”, p. 22.
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The talble'shuws that Great Britain and the United States
have greatly increased their exports, while those of Germany
are hardly ‘larger for 1925 than for '1913. Thus, Germany’s
share 'in the world’s exports ‘has ‘dropped from 48 to 26. per
cent. We repeat that in view of the absence of an absolufe
economic definition of the term “machinery”, these returns are
of doubtful value, though in any case they serve to give an
idea ‘of. ‘the general development. e R

. The v‘.W_drld’s Harvest and the Attempts to Control the World' V

‘Wheat Market.

' The outcome of the hirVést'is bound to be: of great #m-
portance for 'the further' f¢rmation ‘of the “International ‘business

position. At“the present moment 1o reliable’idatd ‘is 6 hand 'as'"

to the presumable yields. Tn oversea countries expétting large
quantities of grain, there is 4 tendency “to iinder-estimate crops,
while in the Eastern European countries competent quarters
endeavour to put the presumable yield and indeed the entire eco-
nomic position and the creditory capacity of their countries in
as favourable a light as ‘possible.

., From the returns published by the Roman Agrarian Institute
it appears that the area under wheat in certain countries (France,
Italy, Yougoslavia), has somewhat increased, while that umder
barley and oats shows a downward trend in keeping with the
low price level for cattle-fodder. ‘Great changes do not appear to
have come about in the extension of the cultivated area. The
indications as to'the status of the crops. and-sthe outcome of the
harvest point to '

Grain prices in general and those of wheat in particuldr
have been moving up during the last few months. The endeavour
to raise the wheat price artifically, However, has not decreased
but is rather increasing as was shown by the May conference
of the: “Wheat: Pool” ‘of Canada, the Unifed Stafes, the Ar-
gentine Republic and Australia, a conference which was also.
attended by a representative of the grain exporting centre of
the Soviet Union. The problem of enhancing the wheat price
may be solved in different ways according as to whether the
country in question imports or experts wheat and according to
the role played by wheat exports in proportion to home con-
sumption. ) ,

For the wheat-importing countries no international organi-
sation is ‘required for the purpose of raising the price, a
measure -which may be affected. by the. introduction or aug-
mentation of the tariffs. - ol

For those ccuntries which expont wheat ‘but in which such
exports are not decisive in their proportion to home consump-
tion, a procedure may be employed analogous to the dumping
carried on by the industrial cartels. This was the idea under-
lying the McNary-HaugenBill in the United States. The ‘surplus
wheat production exceeding home ‘consumption was to be bought
up. by central offices with Government aid and sold abroad
at the ourrent price, if need be even at a loss. Thus the home
price would figure at the world market price plus duty, as is
the case in regand to goods enjoying customs priotection which
are placed on the market by established monopoly-organisations.

. The problem is altogether different in the case of such coun-
tries or territories as are dependent on a wholesale exportation of
wheat, since here the output far exceeds requirements. Normal
duties are of no avail in such a case, and a remedy ocan only
be provided if it is found possible to increase the world market
price, which is in itself decisive for the extent of the home
price in the absence of a cartel-organisation. This is the case
in Canada, Australia, and Argentina. For these countries there
can only be a question of raising the world market price by
an organised control of all, or at least of a decisive indispensable
portion, of werld market. requirements.

So as to furnish a survey of such a control of the world
wheat market, we shall here attempt to present to the reader in
brief the quantitative circumstances of that market.

There are four wheat-exporting regions, the Soviet Union,
North America, South America, and Australia. The exports
from these territories figured as follows: :

jtuch the same position in the northern. hemi-. .-
sphere as obtained last year. i = o - Y RN

Wheat Exports (Flour, computed in terms of

wheat). :

t o . Average Average

© ' 1909—13 192125

L .. Millions of metric centals.
- Soviet Unjon.. . . .. 43 2
‘North America . . . 52 124
South’ America . .., ... . 27 36
Australia . . . . . . . 14 25

w136 T 18T
.Other countries . . . . . 38 8
~ Total . . 174 195

ERRN SEDCREENE I (P G
“Other - countries”; :represents. .the ‘exports of the European
countries to one another, in first place those of the Danubian
countries. to Western Europe..The average figures afford no

. accurate survey, inasmuch as the exports.of the Soviet Union

are kKnown #6-have dtounted last; year to quite ten million tons.
We may observe thit an organised combination of Canada,
United" States, Argentina and:-Australia, with a possible co-
operation on-the part of the ‘Soviet. Union, would fully suffice
to govern the world market prices.
Qﬁagrraphica‘llly;sqp'aakimg,‘WheM imports are yet more con-
centrateid than wheat exports, i.~e., to Western Europe. Of late,
it is, true, the Far East has figured as a wheat-importing ter-:
ritory, but the imports‘dn this direction are still quite insignifi-
cant when comparéd with those to Western Europe, as may .
be seen from the following figures®):

Whéart‘,flf-m.p'b'xﬁﬁ';: dlour c‘fo"m‘puté.d‘in terms of

- wheat). o
' Average Average -
1909—13 1921—25
Caroe . Millions of mietric centals.
Europe  (without Soviet T
Union) . s, . ... 140 .. 156
Asia (without Soviet Union) 4 13
Other territories e L 22
" S 167 191

Eliminating - the United States, whence wheat -exports will
presumably cease sooner or later by reason of the increasing
introduction of mixed. farming, the control of the world wheat
market  by:the wheat-exporting countries would be tantamount
to a shifting of the distribution of the social value output among
the West European Industrial regions and the big agrarian
export countries. The economic decline of western Europe-
would thus be.accelerated. . :

The World Economic Conference.

Though not the most significant of the economic events of
the last few months, the World Economic Conference has
certairily been given the greatest share of publicity in the Press.
In our last report we had occasion.to advise our readers

. not to over-estimate the importance of these discussions, which,

with a full consciousness ‘that no positive results would ensue,
were arranged with a view to leading the pacifists to believe
that agreements 'were being arrived at among the. Capitalist
countries. ' o .

On this occasion the political differences between the
Imperialist Powers ‘came more or less definitely to the fore.
In the main question, as to how the market crisis of the west
European, Industrial regions could be solved, there were.two
opposing standpoints. The French point of view amounted to
a far-reaching organisation of industrial -cartels with a view
to regulating competition on the world market while at the
same time safeguarding the home markets for the national
cartels. This policy was in keeping with the fact that the home
market in France is relatively receptive for industrial products,
while the French exporting industries include many possessing
a qualitative monopoly on the world market. On the other hand,
the British programme amounted mainly fo a mitigation of

N LN

©) “Les questions agricoles” p. 42.
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customs barriers and ofber commercial restricions in keeping
with: the fact that Great Britaim is virtually a free trade country
and: is under the present circumstances exposed to the danger
of seeing its markets swamped by the dumping of the other
protected imdustrial countries. Having lost her predominant po-
sition as the leading industrial country, Great Britain is placed
before the alternative of free trade for the other countries or a
protective farilf for hersell. h o '
At the Economic Conference, Great Britain succeeded more
or less in putting through her own standpoint. The French plan
of a’ development of international cartels was turned down,
the resolution’ l!l)assed in this fashion merely. recognising the
creation of such cartels, as a favourable measire subject to a

triple provision. Naturally, the passing of this resolution in -

favour of free trade is without any real importance.

Special inferest attached at the Econmomic ‘Conference to the
participation of Russia, this being the first time that the Soviet
Union took part il a conference organised; by the League of
Nations. The peculiar position of the Sowjet, Union enabled the
Russian Delegation. to set forth the contradictions obtaining in
the capitalist ' world without any regard for f{lie general tendency
of the League. By this procedure the Russian Delegation placed
the numerous representatives of the reforntist trade unions in an
embarrassing position, since the latter were repeatedly obliged to
vote with the delegation ‘and  against their capitalist colleagues
. in .questions immediately concerning the working class. The'
close- of .the conference naturally found -them unanimous with
the "Capitalists  or at nany rate not, openly in opposition (the

number of delegates  that refrained from voting not being esta-

blished). o y

So as to attain unanimity, the delegation from the Sowiet
Union was accorded the concession that all those resolutions or
resolutionary items for which they did not vote should find no
application to the Sowiet Union and that a development of eco-
nomic intercourse among all countries was warmly recommended.
The Soviet Delegates were effectively supported in, their aims
against the firm opposition of the British representatives by the
delegation from the United States and in this sense, they may be
said to have achieved some success.

The entire economic conference, however, was without actual
importance as is shown not only by the planned increase of
custom tarriffs in Germany but yet more by the police raid on
the Arcos offices which occurred during the session of the con-
ference. The great antagonisms between the Imperialist Powers
and those between these powers and the suppressed Colonial
peoples,” as also between the Capitalist world and. the Soviet
Union might be formally bridged over by resolutions but could
not be abo]isl:lhed by any form of conference whatsoever.

- XIL. Special Section
Germany.

The economic position of Germany is characterised by the
fact that for the first time since the end of the war we are wit-
nessing a highly favourable business position in German in-
dustry. This boom extends to practically all branches of industry,
but is most prominent in the iron and steel trade. The “Berg-
werks-Zeitung” of June 23rd describes the position somewhat as
follows: ' :

“The iron and steel industry is provided with orders
for months ahead, for the execution of which more and more
time is demanded. In many. cases, indeed, it is growing
doubtful whether new orders can be undertaken or not. The
main demand comes from the inland, chiefly from the buil-
ding industry and the shipyards, whereas foreign business
is safisfactory but not exceptional. In June the works were
occupied up to 100 per cent. of capacity.”

The engineering industry is rather less busy. For the month
of May, the degree of occupation in the works is recorded by
" the . Association of German Engineering Institutions as around
70 per cent. of capacity. v

The building industry shows a vigorous advince. So does
the textile industry. _

In October last. ‘we discussed in detail the development of
German capitalism and arrived at the result that an upward
trend was noticeable in general but that the really vital problems
as to absorption of a million unemployed by ‘the apparatus of

prodiiction, securing to the German working class a standard of
living commendurate with pre-war times, and paying the Re-
parations Debt, had not yet been solved. The question arises as
to whether the fact of the present business ‘boomn really re-
presents a solution of the problems of German capitalist econo-
my and’ whether the circumstance that in a large capitalist State
of Europe with‘a stable currency a business boom should have
occured for the first time, may be taken to refute ‘our conception
of the merely relative stabilisation of capitalism, * ‘
In our aforesaid survey®) we reproduce certain figures on
the development of the apparatus of production and that of
working forces. The data since then published of the census of
industrial and professional activity in 1925 enable us to repeat
on the basis of figures to hand what was then merely a matter
of computation.” In our opiniont the greatest importance attaches
to the extraordinary expansion of motoric forces’ employed in
German industry, as will be shown by the following returns:

Productive Apparatus of Industry.

Output of motors and ‘powér-ma»chihery used for- working in-
’ dustrial apparatus. ' ,
(Industry including Mines, building, and handicraft, but without "
_ - gas, water, and electricity distribution.)
Thousands of h. p.
1925 Increase
18.099 184 per cent.

1907
6.223

Assuming an: increase of ‘84 per cent. for the .period from
1907. £il] 1913, we have one of a 100 per cent. over the status
of 1907 between 1913 and 1925. ’

What is of greater importance is the increase in the number
of productive workers in German capitalistic enterprises, pro-
ductive, i. e., in the Marxian sense of producing an immediate
surplus value: To this category we can count the workers in agri-
culture and forestry and in industry in its wider sense. The
following table affords a survey of the development since the
last protfessional census in 1907:

Earners®)
(in thousands).

-] o, M

3 s sgs

g 2 =5

- B g £, g‘gi

3 L 5 EE  3::

= <8 = Q& Tas

1907 . 25,155 8556 10,061 3,266 1,621

1925 . 32,008 9,762 13,239 5273 1,643

’ Workers.

1925 . . . . 14,434 2,607 9,781 1,440 254

‘Increase over 1907 . 2,519 276 2,240 555 -—
Employees & officials.

1925 . . . . . . 5214 162 1452 2,221 —

Increase over 1907 . 1,900 ) 76 434 1,004 —

These figures show that the number of wage-workers in
Germany engaged in agriculture and industry is together no
more than roughly 10 millions or 2 millions more than in 1907.
Taking into consideration that in the entire post-war period
an average of about 1.5 million productive workers. were
unemployed, it results that in this space of time the number
of actually productive operatives creating a surplus’ value was
only one half million above that of 1907. About the same
number of productive workers, however, were employed in a
productive apparatus using almost the threefold of motoric
power. This allows us to draw two conclusions:

Firstly, ‘that the productivity of labour must have risen
extraordinarily, and

o) V. our economic survey of the 3rd quarter of 1926. Spe-
cial No. of the “I. P. C.” of Nowv. 30th, 1926, No. 81, Vol. VI.

) “Wirtschaft und Statistik” 1927, no. 10.
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" Secondly that the contrast between the expansion of the
productive apparatus and the insignificantly small increase..in
the number of productively -active workers has become a per-
manent phenemenon. : Cg . S

It is interesting and highly characteristic of the new.and
partly unsound development that in the face of an increase
of workers, by only 2.5 millions, the number. of clerks and other
employees has risen by 1.9 millions. This increase was mainly
in commerce but it also affects certain branches of  industry;
thus in the chemical trade there are twenty clerks per 100
workers.” = e ) '

The relatively small' number of productive workers. means
that the rate of profit declined considerably in general while
the rate of surplus value has remained the same as in '1907.
If this is actually not ‘the case, it means that the exploitation
of labour power by more intensive work is greater than be-
fore the war. s o : i '

A rising productivify as a result of technical progress and
greater intensity of work must in this way compensate for the
loss of surplus value resulting from the relatively much de-
creased number of productive workers.

We formerly pointed out that the total level of German
economy in 1925—26 had not yet reached that of pre-war
times. It would now appear that it is only in the present
business boom' that the general level of 1913 has temporarily
been reached. In the place of numerous individual returns, we
here publish those referring to the per capita consumption of
coal, iron, and steel: ‘

Per capita consumption of coal in general in
kilogrammes (all .computéd in terms of hard: coal)®s).

1913 1922 1924 1925 1926 (our est) . 1927, I
2606 2412 2163 2212 2,00 - 2,520
Total consumption of coal
(all fuel comp. in terms of hard coal)®).

' Monthly average in thousands of "tV‘Orns.

1013 1025 1926 1917, 1.
12,325 11,335 11,053 12,850
Per capita consumption of iron and steel®).
1913 1923 1924 1925 1926 1927
(5 mths.)
261 © 125 174 197 105 . 255
Ironoutput
(Monthly average in thousands of tons).
1913 1924 1925 1926 1927
. (5 mths.)
909 631 83 804 1,059
Crude Steel 6n¢pu¢
(Monthly average in thousands of tons).
1913 1924 1925 1926 1927
' (5 mths.)
956 820 1,016 1,028 1,325

These data again, the accuracy of which is mot very great
(the returns in various publications showing not inconsiderable
deviations), show. that in the present exceptional business phase
Germany’s economy has about reached its status of 1913 .

Probable short duration of business boom.

If we regard the progress of the business curve in Germany
since the stabilisation of the mark, the most prominent fact —

63) “Statistisches Jahrbuch”, 1926. Estimated by us for 192
and 1927. :

6) “Wirtschaft und Statistik” 1927, No. 11.
. %) World’s Economic Conference, “Memorandum sur !In-
dustrie de Fer et d’Acier” p. 36. The figures for 1926 and 1927
estimated by us under the presumption of a parallel increase
of home consumption with output.

apart from the absence of a uniform process of business, common
to all countries of the capitalist world = s ‘the. extraordinary
brevity of the individual phases. Since the stabilisation we-have
seen the following sequence: 3 G :

“Stabilisation Crisis”: Auwtumn 1923 — 'summer ‘1924,

" Business ‘Boom: - Autumn 1924 to Auturmnn 1925. -
“Rationalisation ‘Crisis”: Winter 19251926 to Autumn 1926.
Improvement of Business: Autumn 1926 to Winter 1927.
Business Boom: Sprjing 1927; .
The question arises as to the reason of this brevity of

business phases. “We believe that it depends in the first place
on the fact that in spite of the constant advance of German ca-
pitalism in the ldst few years the existing volume of circulating
capital is insufficient for any longer. duration of business
prosperity, or in other terms, that German capitalism is poor
in capital.’ ‘ P ) A

A few facts in  illustration of this paucity of. capital ‘in
German  economy. Before ‘the war the total of savings-bank
deposits was roughly “19,000 millions; at present it is somewhat
over 4,000 millions; The accretion in 1926 was 1,700 million
marks, which was more than in an average pre-war year. It
must be remembered however, that before the war the ‘savings-
bank deposits really represented the savings of individual per-
sons, i. e. income the employment of which was deferred and
which was allowed ‘to serve meantime as capital; the’ present
savings-bank deposits, however, consist to agrea“t part of the
deposits of corporations and other public-itility institutions
which leave their cash reserves to,thé ‘administration of the
savings<bank. These cash reserves can naturally not be turned
into industrial capital, seeing that they must be available at
short notice in the form of hard cash. -

The lack of capital was counteracted’ down to the turn of
1026—27 by the constant influx of foreignt loans and credits.
In. this way foreign capital entered Germany during the last
3 years to an extent of anything from 5 to 10 thousand million
marks. It lie§ in the nature of these sums’that their actual
extent should not be recorded. Omly ‘the sum  ‘total of the
publicly investeéd’ long-termed loans is knowrn: ,It fignred:

Millions of marks. ...

1924 1925 19264
1001 1244 1516

Added to this, there were ready-money ‘credits, short-termed
money credits, purchases of German securities by foreigners,. etc.

At the close of 1926, the leaders of German Economy,
headed by Sechacht, Chairman of the Reichsbank, believed that
Germany’s capitalism was sufficiently strong to dispense with
further foreign loans. Therefore, the negotiation of foreign loans
was rendered difficult by the authorities competent to authorise
it, while the exemption from profit tax was abandoned and the
bank rate of the Reichsbank was put down to 5 per cent, which
caused a removal of the short-termed foreign investments. As
a matter of fact only 90 million marks worth of foreign loans
was negotiated in the first three months of 1927 while in' the
month of April there were, for the first time for many years,
no such loans at all. v

These endeavours failed altogether. The insufficiency of
German capital was reflected in the Stock-Exchange crash and
the necessity of returning, after a short time, to a bank rate
of 6 per cent (with a probable further increase towards the end
of the boom period), and in the recent re-elimination of all
restrictions on the issue of foreign loans.

Stock-Exchange Crisis, Monetary Liquidity, and Lack of Capital.

The leaders of the German Economic policy were deceived
in their calculations by the fact that there was plenty of money
available in Germany and that it was used very freely for Stock-
Exchange speculations. They could not, however, understand
that there may be plenty of money available in spite of an
actual lack of capital, i. e., that these two facts are by no
means incompatible.

In the Marxian sense, this is easily comprehensible. Just
because there is a lack of real capital, which means that an
insufficient portion of the yearly value output can be established
as industrial capital, every individual capitalist must endeavour
to retain a relatively large portion of his total capital in the
form of money or’ only invest it in a way which will allow
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of its re-conversion into money at short notice. Hence, the abun-
dance ol Stock-Exchange funds and overnight advances and the
extensive investment of money in securities in general and
shares in particular. Just because there is too little real capital
in existence in economy in general, the capitalist class is forced
to keep relatively large reserves of ready money or to invest
them at quite short notice. In this way there appeared to be
an abundance of capital in Germany, a fact which led to the
prevention of further foreign loan negotiations.

It was on this basis that the boom insecurities ensued
which subsequently led, on May 13th and again eary in
June, to the tremendous Stock-Exchange -crash. By reason of
a vigorous upward movement of several months’ duration, the
rates- of shares attained a height quite out of proportion to
the actual yield, i. e, dividends. WHile in 1913 the rate of
interest on the capital invested, reckoned on the basis of Stock-
Exchange rates, stood at almost 6 per cent, it had dropped
by the beginning of May 1927 to about 3 per cent. Sooner or
later, a wholesale reduction of the inordinately high rates was
bound to ensue.

-As early as April and May, however, it appeared that there
was not enough monetary capital available for the needs of
industrial capitalism. Schacht, representing in the first line the
interest of the industrial capitalists, therefore attempted to release
funds from the Stock-Exchange for the purposes of industry.
To this end it was resolved that the hypothecary and contango
credits granted to speculators by the banks should immediately
be curtailed by 25 per cent. If he wished to keep his securities,
the small speculator had therefore either to place an amount
of fresh capital with the banks — which was naturally - im-
possible in practically all cases, seeing that he had already
invested his entire capital — or else to sell part of his secu-
rities with a view to reducing his bank debts with the proceeds.
Since the enactment in question placed thousands of small spe-
culators in this predicament at the same time, there ensued the
memorable breakdown of the share rates on the German Stock-
Exchanges®).

The breakdown of the rates occupied the entire bourgeois
puplicity for several days. There were attacks on Schacht, on
the leading banks, and on the Government, but they soon
ceased, seeing that the interests of the most important part of
the bourgeoisie, the bank and industrial capitalists, were not
harmed by these occurrences, Since the banks and many other
initiated - parties knew of the impending enactment and since any
reasonable people — as th big capifalists proved to be in
this case — could easily understand the fact that the rates had
been increased out of all proportion, it was only the small people
that suifered a loss. The banks were well able to buy up the
securities: at low prices and will again dispose of them to the
small investors as soon as the rates advance. The whole Stock-
Exchange game, if regarded from a class standpoint, is a
perpetual expropriation of the fortunes of small speculators.

It would be wrong, however, to look ‘upon the Stock-
Exchange crisis as a suitable result of the manipulations of
Schacht and the big banks. It was indeed the outcome of the
fact that in the absence of constant influx of foreigm capital
Germany was experiencing a lack of capital impeding the ex.
ploitation of its industrial assets. (All the more so, as, in spite
of the scarcity of capital, the German capitalists are obliged to
export capital so as to maintain their competition abroad. The
Reichskreditgesellschaft estimates the appropriation of the Ger-
man canital market by foreigners in the first half of 1927 at
100 million marks.) By the restriction of the Stock-Exchange
game no less than 215 million marks of capital was released
in the case of the leading Berlin banks alone®). That this did

) [n the course of 1927, the rates moved as follows:
Share Index of the Reichskreditgesellschaft.
(Oon the basis of 100 for January 2nd, 1925.)

1924 1926 1927 1927 1927
January Dezember May (Istwk.)  June (Istwk.) June(3rd wk) *
71.4 135.4 173.2 132.2 1384.

Report of the Reichskreditgesellschaft: “Deutschlands wirt-
schaftliche Entwicklung im 1. Halbjahr 1927” (Germany’s eco-
nomic development in the first half year 1927) the best bourgeois
report apart from those of the Reparations Agents.

-07) “Borsen-Courier” of June 16, 1927,

not suffice’ however is proved by the fact that no further
obstacle was placed in the way of the influx of foreign capital.
In the last few weeks a whole ‘number of new foreign loans
has been' negotiated, chief among them the following:

Prussia: $5,000,000 = 21 million m’vgrks. ’

Bavaria: $20,000,000 — 84 million marks.

Felten & Guilleaume: 22,000,000 (Sw. francs) — 20 million
marks.

Karl-Alexander Union. 10,000,000 (Dfl.) = 20 million marks.

City of Berlin: 100 million marks.

A great number of municipal and provincial corporations
are at present negotiating for further foreign loans, which they
were- formerly prevented from receiving by the policy pursued
by Schacht®).

In summing up we may say that the attempt to emancipate
German capitalism from the influx of foreign capital has failed
for the time being since German capitalism is still too weak
to be able to dispense with this aid for any length of time.

The Business Boom and the Working Class.

The question now arises as to what profit the working
class derived from this business boom. '

There can be no doubt that the wage income of the entire
working class has greatly increased, that short-time work has
practically disappeared, that half the unemployed, or rather
more than 1,000,000, have again found work, and that overtime
is being worked to a considerable extent.

The increase in the total income of the working class is
reflected in the greater consumption of cheap textiles and
footwear and also of certain not quite indispensable foodstuifs.
The report of the Reparations Agents contains the following
table in this connection:

Consumption of Foodstuffs,

Meat Sugar Coffee Tobacco Beer

@ ®) (c « (thouesands
(thousands of tons - of hl)’
1925 (1st gtr.) . . 513 297 26 27 8.662
© 1925 (2nd do.) . . 497 337 19 20 - 12.900
1925 (3rd do.) . . 500 395 28 37 14,111
1925 (4th do.) . . 581 378 17 24 10,187
1926 (1st qtr) . . 560 206 32 25 9,956
1926 (2nd do.) . . 498 355 21 28 12,414
1926 (3rd do.) . . 526 405 31 31 14,498
1926 (4th do.) . . 624 409 - 21 32 11,267
1027 (ist do.) . . 609 313 40 28 10,051

a) As recorded in public abbattoirs. b) Computed in terms
of crude sugar. c) Net imports. d) Estimated and collected
consumption returns. -e) Estimated consumption. )

In judging of the items of this table, corresponding quarters
should be compared.

On the other hand, wages in the sense of the actual sum
paid per hour of work have not imcreased.

True, the wages as recorded in Paris have risen somewhat
in the course of the last 6 to 8 meonths. Official indications
put the average increase at 8 to 9 per cent., which is probably
an over-estimate, on the other hand the cost of living has
developed as follows:

1924 July . 126.4
1925 April 136.7
1926 April 139.6
1927 April 146.4

We see that the cost of living has continued to increase,
moving up by roughly 5 per cent. from April last year to

@) ibid. June 15th, 1927. The proceeds of the first newly
sanctioned foreign loan were to be available in Germany in
the middle of July. (Wirtschaftsdienst of July 8th, 1927.) Hence,
there was stil a marked scarcity of money at the end of
June, Advances repayable at several months’ notice fetched 7%/,
to 8!/, per cent., overnight advances at the close of June
10 per cent. . .
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April this year. Thus, for the same amount of work the worker
is by no means receiving increased wages. If we take into
consideration that the intensity of work has been increased
by rationalisation, we come to the result that the exploitation of
the working class is greater than it was before.

Of greater importance, however, is the fact that the business -

boom has by no means put an end to unemployment. In judging
of this question we should remember that there are two over-
lapping factors in the formation of unemployment, viz., the
influence of the season and that of the business phase. We,
therefore, subjoin two individual tables, the former showing
the development of unemployment in the spring of each year
so as to eliminate seasonal influences:

Unemploymgkntl and Short-time Work in the
Trade Unions (1914—1927).

Productional Trade Consumption industries

. Total' {V&etéis Build ng  Textiles Apparel Leather
April 1924 . 104 16.9 14.7 2.1 0.9 23
April 1925 . 43 5.0 5.4 2.7 2.0 4.2
April 1926 . 18.1 18.9 26.8 18.8 229 30.0
Agril 1927 . 89 10.9 13.1 4,0 9.3 10.8
May 1927 . 7.1

Short-time Work.

April 1924 . 5.0 9.9 — 2.1. 0.2 1.3
April 1925 . 42 4.9 — 12.3 3.4 9.9
April 1926 . 89 252 - 53.4 21.4 33.8
April.1927. 3.7 48 — 34 . 2.3 14

May 1927 . 28

This able shows the important fact that the number of
unemployed in April 1927, in fact also in May 1927, was
practically twice as great as in the former prosperous business
period of April 1925. This means that unemployment here shows
a rising tendency in consecutive favourable business periods,
which is just the contrary of an absorption of the unemployed
through an improvement in business.

If we consider the change in the business outlook purely
from the standpoint of the working-class and look upon a total
unemployment of more than 10 per cent as a crisis, we can
distinguish the following four periods since the stabilisation
of the mark:

Autumn 1923 till Sept. 1924: 12 months of “stabilisation
crisis”. : i

October 1924 till Oct. 1925: 13 months of good business.

November 1925 till Mar, 1927: 17 months of “rationalisation
crisis”.

Since April 1927: good business phase.

That the wholesale unemployment has not been eliminated
by the trade prosperity is also shown by the following com-
parison:

Total of Unemployedin Receipt of Dole as per
Official Returns.

(Emergency relief and emergency work included.)

Jan. 15th, 1926 . 1,803,086
April 15th, 1926 . 2,046,845
July 15th, 1926 . . . 1,802,556
September 15th, 1926 . 1,443,343
January 15th, 1927 . 2,073,713
March 15th, 1027 . 1,838,376
May 15th, 1927 . 1,138,722
June 15th, 1927 . 053,027

It must be pointed out that the rea! number oi unemployed
was still greater, since relatively more of the unemiployed were
excluded form unemmloyment benefit without receiving emer-
gency relief either. “Wirtschaft und Statistik” puts the number
ol these unsuccessful applicants for reliet at about 10 per cent,
1. e. for June 15th at 59,800. There were thus even officially,
more- than one million unemployed ofn June 15th in spite of
the business boom. :

These 3 tables clearly show that there are no signs of
a disappearance of the extreme unemployment in Germany. A
certain improvement may still ensue in the course of the boom,

which will synchronise in the next few montlis with an increased
demand for labour on the part of agriculture and building, but
there is bound to remain: a permanent balance of - about
1. million unemployed. The fact that during the present business
boom the percentage of unemployéd should be greater than
in 1925 is obviously due to the rationalisation elfected in the
meantime®®),

The Trade Boom a purely Inland Affair.

In_our above-mentioned survey we pointed to the fact that,
if the Reparations payments wete to be made and the increaséd
population of Germany was to be fed, clothed, and housed, on
the same lines as belore the war, German capitalism needed
an increase of exports®to a degree permitting of an export:
surplus to the value of 4 or 5 thousand million marks.

On the other hand we may observe that the adverse trade
balance has increased tremendously during the present period
of prosperity. The deficit in this connection stood as follows:

October—December 1926 . . 461 million marks
January—May 1927 . 1516 million marks
The deficit, moreover, has increased, moving upward in

‘May by 339 mullions. The following table shows the formation

of foreign trade in the business periods formerly mentioned:

Foreign Trade,
(Pure goods trafic)

on >0 » >0 ) 2o

(=% P Q. k) - @

| . - 25 4 2% 5. =3
Jan.—Sept. 1924 . 5080 665 4541 504 —1448 —161
Oct. 24—Oct. 25 . 13.941 1072 10.103 777, —3838 —295
Nov. 25—Sept. 26 8519 775 0.047 822 +.528 + 48
Oct. 26—May 27 . 8513 1064 6616 827 —1897 —237

This table shows that the import of raw materials and
semi-finished products has greatly increased in the present
prosperous period. The receptive capacity of the market as
regards certain finished products, e. g., textiles has so greatly
advanced that the home output could not keep pace with 4t and
finished textile goods had to be imported. On the other hand
the export of finished goods has risen neither in abselute values
nor in its percentage proportion to total exports, as the follo-
wing table shows:

Development of Finished-goods Exports.

Present  value
1913 Old territory . 6746 66.8
1924 New territory . . . 5190 79:2
1925 First half 3120 .
1925 Second half 3505 6625 75.3
1926 First half 3515
1926 Second haif 3453 0968 71.0
1927 First 5 months 2923 2023 720

Optimists are of opinion that the deficit of the trade balance
— now that the apex of the boom has been reached — will
soon turn into a surplus, the raw materials now imported being
exported in the form of finished goods. It must, however, be
pointed out that at the end of the improved business cycle of
1925 the favourable balance of trade lasted for no more than
two months and then gave way to a renewed deficit. This
optimistic outlook, therefore, is devoid of any sound basis.

The German economy’s lack of capital makes itself peculiarly
felt in this connection. German industry is certainly in a position

%) Koch, German Minister of Traffic, spoke as follows on
the consequences of rationalisation at the session of the General
Union of Evangelical Labour Unions: “The consequences of
modern rationalisation have been hardly less fatal to Labour
than the introduction of the first machines. That the number
of fully supported unemployed in Germany should have increased
by the end of February, 1926 to the tremenddus extent of
2.1 millions, is only due to the ratipnalisation in German
Economy.” (“Berliner Borsen-Courier” of May 30th, 1927.)
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to compete with its rivals as regards the cost of production
now that it has effected its rationalisation. But in the present
imperialistic era of capitalism it is not only prices but also,
pérhaps in a greater degree, the possibilities  of capital ex-
portation that are decisive. It is only against exportation, that,
in view of the limits of the world market and the scarcity of
capital of the newly industrialised countries, goods can be
exported. The lack of capital, however, hinders German economy
from increasing its exports. A - certain exportation of capital
has ensued, but in comparison with pre-war times, in com-
parison with the foreign capital acquired by the German ca-
pitalists, and in comparison with the capital exportation of
Gredt Britain and the United States it is ridiculously small.

In this way a peculiarly vicious circle ensues. The lack
of capital prevents the German industrial capitalists from ex-
tending their foreign markets. The absence of sufficient foreign
markets again prevents the business boom, based as it is purely
on home sales, from ‘lasting’ any length of time.

As a matter of fact, we believe that the present boom will
.come to ‘an end before the close of the year. Whether this will
be the case, moreover, is not of decisive importance. What
matters, ‘is that the boom, as such, represents no real recovery
of German economy and is not calculated to render possible
either the absorption of the unemployed in the productive appa-
ratus or the necessary expansion of the foreign markets required
by German capitalism. The fact of the boom is, therefore, neither
a proof against the relativity of capitalist stabilisation in general,
nor does it mean that the particular problems of German ca-
pitalism are in any way likely to' be solved.

France.

The position of French economy has in the last few months
shown signs of a slow deterioration, the beginning of a stabili-
sation crisis?). This cannot be accurately proved in view of the
absence of reliable data. True, there exists a privately compiled
index of production, issued by the “scientific” centre of the “Co-
mité des Forges”, the “Société d’Etudes et d’Informations Econo-
miques”. This index, however, only mentions coal, and iron (steel)
output as elements of production, its other returns being in regard
to the export of textiles and motor cars, the import of fuel,
textile raw materials, ~then customs, revenue, traffic returns,
(Railway, navigation, air service), bill-discounting figures, etc.
each of the twenty odd items also being reckoned for the year
1913, the relative figures applied to the turn of 1914—15. For
entire years this index may serve as a certain criterion for a

formation of economy in general; for individual months it -

seems to us insufficiently reliable. The returns of this index
afford the following survey™):

1924 1925 ‘1926 1926 1926 ‘ 1927 1927
2nd qtr.- 2nd qtr. 2nd qtr. 3rd qtr. 4th qir. 1st qtr. April
1113 109.3 120.8 1223 121.8 1222

125.8

There appears to have been a rise of almost 25 per cent
over the first months of the current year.

On the other hand, the deterioration of the business po-
sition is by no means critical. Neither a sharp drop in prices,
nor wholesale unemployment, nor pronounced business fajlures
have oc¢curred. The stabilisation crisis has set in at a very
slow rate.

The price formation figures as follows:

Wholesale Index
(on the basis of 100 to represent 1913).

Maximum
Average July January February March ~April May
1026 1926 1927 1927 1927 1927 1927
703 836 622 632 641 637 629

A pronounced reduction of the inflation prices having en-

sued in second half of 1926, the prices in the opening months.

1) “A slowing down (‘ralentissement’) ol business is cer-
tainly noticeable, though it is not yet very marked.” (“Infor-
mation financiere” of June 17th, 1927.)

1) “Bulletin Quotidien” of June 25th, 1927.

of 1927 remained more: or less stable without any indications
of a crisis™).

So far as results from the returns regarding unemployed
in receipt of relief (the actual number being considerably
higher), unemployment is not great and shows a declining
tendency. The peak was 82,000 on March 16th; in the middle
of April there were 65,000 and in the middle of May 47,000.
The favourable result was due to the continuous return home
of foreign workers (a few thousands weekly) and to extensive
short-time work,

The position of coal-mining is precarious The general cri-
sis in the European coal industry is also felt in France,
although the country imports great quantities of coal™),

Millions of tons.
(Coke, briquettes etc, in terms of hard coal)

1013 1924 1925 1926 - 1927 :
(1st 4 mths.)
Output 408 45 48 514 181
Net imports . . 22 30.1 - 28 — —
Consumpticn 647 T1 76 — —
Tons per capita 163 196 192 — —

The home production shows a continuous rise. In the first
four months of 1927, 1.3 milion tons was produced in advance
of the first four months of 1926, This has led in the last few
months to a serious crisis. 1'/> millions tons of coal had to be
stocked at the pit-heads in the north, There is a serious market
Crisis.

The question might be raised as to how a market crisis
is possible seeing that one third of comsumption has to be co-
vered by imports. The explanation is that the most important
French coal mines are in the north-east corner of the country
close to the Belgian frontier and have a very bad aoccess to
the sea. Thus, they cannot enter into competition with British
coal in the coastal regions, although wages were recently re-
duced, as were also railway freights’). In the middleé of June,
therefore, the Government prohibited the importation of British
coal in general, making it subject to the grant of an import
license. This will not be of great avail, seeing that the capi-
talists in the regions hitherto using British coal (the west and
south of France and the coastal distriets) will certainly not
submit to a pronounced increase in the price of coal. It has
already been announced that the Government will permit omuz
million tons to be imported monthly. An extension of the inter-
national coal crisis to France, albeit a coal-importing country,

may safely be predicted.

The iron and steel output has shown no very.important
change in the last few months:

Output in thousands of tons.

Monthly average. March April May
1925 1926 1927 1927 1927

Iron 706 786 801 774 794
Steel . 618 699 712

704 681

The output has been greater than the average output of
1926, a year which was particularly favourable in view of the

) There is however, as was the case in Germany, a very
pronounced occurrence of “scissors” as regards animal pro-
ducts, and this has grown more acute in the last few months.
The price-indices (on the basis of 100 to represent 1914) figured
as follows:

' End of May End of March

Total index . . . 642 655
Vegetable foodstuifs 6066 633
Animal foodstuifs 552 596,
Industrial raw material 605 678

) Returns down to 1925 inclusive from: “Memorandum
sur PIndustrie du Charbon” (League of Nations, C. E. L. 18,
vol. 1) 1926 and 1927 hard coal only.

) “Statist” of May 28th, 1927.
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British coal conflict.: It appears also, that in the automobile
industry, in engineering™), and in certain branches of the tex-
tile industry™), there has undoubtedly been a deterioration of
business. .

Nor is the position of agriculture at all satisfactory. We
have just mentioned, the low prices for animal products, part]
an outcome of the poor harvest of 1926 which led, last mont
in particular, to considerable imports of grain and cattle-
fodder. As a result of the low cattle prices, stocks of cattle have
been stationary, figuring at the close of 1926 — with the. in-
clusion of Alsace-Lorraine — even lower than in 1913,

This fact, moreover, is-intimately connected with the pro-
gressive development of the conntryside. The total of population
is at a standstill, but the migration from country to town con-
tinpes. It was only in quite a small measure that this depopu-
lation of the rural districts could be mitigated by settlements
of Italians, a step. which French public opinion ‘opposed for
national reasons. :

The fluctuation of population was as follows™):

1613 1920 1924 1925 1926
Total population in millions 41.4 39.2 4031 4061 4075
Increase in thousands . . . 69 160 72 60 53

In many towns of the north the foreign working population
is in the majority; thus Bruay has 70 per cent of loreigners,
Ostrecourt 75 per cent, and the Moselle mines 60 per cent out
of 350,0007). :

During the last few months foreign trade has shown the
first signs of a stabilisation crisis, viz., increase of imports,
decrease of exports. ' _

In millions of fréncs, foreign trade figures as

_ follows:
1926 1927

Imports Exports Surplus Imports Exports-Surplus
January 4,497 3,859 — 638 4,079 4,709 + 630
February 5058 4422 — 636 ° 4,780 4,597 — 183
March 5258 4977 — 281 4414 4,694 + 280
April 4946 4,347 — 599 4208 4255 — 43
May 4430, 4460 + 30 4989 4281 — 1708
Total 24,180 92,065 —2124 22560 22506 — 227)

It must be pointed out however that the rate of the franc
stood in the first few months of 1927 at $ 3.90 per hundred
francs, in the first five months of 1926 at $ 3.50, and in
May 1926, taken separately, at only $ 3.20. Therefore, the total
of foreign trade is at present actuall g .
vear. Whether the deficit of the last few nionths will continue,
is a moot point, seeing that it is an outcome of greater purchases
of raw materials and foodstuffs®®). The next few months will
show whether the stabilisation is to lead to any more pronoun-
ced reaction on French foreign trade. We doubt it.

The new French customs-tariff draft shows that the French
bourgeoisie, in pursuance of the economic programme we set
forth in our last survey, intends to safeguard the home market
by yet higher duties. The tariff is complete, numbering roughly
4,000 items. We cannot say how high the actual increase of the
duties will be when the commercial treaties have been concluded.
The tariff is moreover twofold, viz., a “general tarift” and a
“minimum tariff”. The rates of the latter are one third those of
the former, but may be reduced yet further by the commercial
agreements. It is provided that these rates may be increased

%) “L’Usine”, various numbers of June 1927.

76) “Information” of June 21st, 1927.

77) The second line indicates the surplus in the birthrate;
this does not coincide with increase in population shown in
the first row of figures, the latter including immigration.

8) “Bulletin Quotidien“ of June 28th 1927.

) The slight inaccuracy in these returns is a result of
rounding off the figures.

80) It is remarkable that the net imports of wine in the first
few months of 1927 should have figured at more than 600 million
francs.

considerably above last °

or diminished by 20 per cent, supposing the price index to
change in that proportion®).

 Although the rate of the franc has been stable for more .
than six months and although in our opinion there is nothing
in the way of a legal stabilisation, the latter is not being
effected, rr_xerely because Poincaré desires to remain “indispen-
sable” until after the next Chamber elections. If the stabilisation
were legally executed, vacillating petty-bourgeois elements who
only put up with him in view of his arrant indispensability for
stabilisation, would certairly abandon him in favour of the
Leit Bloc. By constant vague insinuations to the effect that the
present rate is not yet final, he attaches to his cause oreat
?ﬁlmibers of rente-holders who are hoping for a further rise of
e franc.

This indicision, however, is causing a great amount of
speculation. In our general section we pointed out that in the
last few months the French note-bank had to purchase tremen-
dous quantities of foreign currency, so that the rate of the franc
should not rise for the time being above its preleminary limit.
It is not known what the sum total of these foreign values is. -
The returns of the notebank are very vague. The stock of
foreign bills is not recorded separately, but hidden under the
head of “Miscellaneous”.

The most iriportant items of

the note-bank re .ort show
the following developments; P ‘

Millions of Francs, 1927. .
Jan. 6. Mar. 3. May 5th June 1st June 30.
Gold (at home & abro-

ad), silver. . . . 5548 5548 5547 5803 5893
Gold, foreign  bills - .

(“New purchase”) 1558 1,853 2,086 2,152 2,181
Bills of exchange 5140 3,056 3,170 2,644 2494
Advances on securities 2,071 1,945 1,649 1,680 1,602
Advances to the State 35,200 20,700 20,700 27,100 28,850
“Miscellaneous” .

Assets 5010 9,075 12,526 19,704 22,321
Note circulation . . 52,786

52,328

As we see it is the “miscellaneous assets” that conceal the
newly purchased foreign bills;, though to: what extent it is
impossible to - tell. The “Economist” writes as follows on
June 25th: :

“As we hear on good authority, the Bank at present
possesses 16,000,000 francs in stable currency values or gold
purchased against such values. In the last four weeks the
purchases totalled 816, 780. 686, and 816 million francs,
respectively. In the first half of May they stood at almost
1,900 millions weekly.”

The “Statist” of June 4th writes similarly to the effect that
there were certain days in May on which the Banque de France
was obliged to purchase as much as £5,000,000 — in two or
three weeks together £ 40,000,000. ’

From where can these foreign values be derived? From two
sources, firstly, from the return of emigrant French capital as
a natural consequence of stabilisation and, secondly, from
speculative purchases of francs in hopes of a further rise in the
rate of the French currency or French shares.

The Banque de France has attempted in various ways to
diminish the constantly renewed offer of foreign bills. In the
middle of April it reduced its discount rate to 5 per cent so
as to render the influx of “vagabond” momney from abroad
more difficult. At the same time it paid an old debt of
£ 33,000,000, thus releasing part of its money deposits with the
Bank of England. It also began fo use the sterling exchanges it
received for the purchase of gold in London and New York
instead of allowing them to remain in London.

Although the “Statist” declares on June 4th that “These
gold purchase have been effected after previous consultation with
the Bank of England and the Federal Reserve Bank”, they yet
led to a slight drop in the rate of sterling and to a diminution
of the relatively modest stock of gold in the Bank of England,
which caused great discontent in London. : -

'
“y

st) “Times” of May 13th, 1927.
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So as to eliminate the numerous ‘“sight deposits”, which,
- if removed wholesale in case of a crisis, might force the trea-
sury to renew its borrowings with the note-bank, a procedure
to be avoided for reasons of prestige, Poincaré has introduced
a new O per cent loan, redeemable in 50 years and bearing
an actual rate of interest of 6/ per cent. Subscription to this
loan is now in progress and it is hoped that it will be pos-
sible to transform several thousand milions of pending liabi-
lities into long-termed ones, as was the case in regard to the
recently concluded subscription of 18,000 milions.

In this connection it must be emphasised that, even if the
existence of 9000 millions of sight-deposits may occasionally
embarrass the Treasury, it is altogether wrong to speak of a
“hidden inflation” in France, since the equivalent of these de-
posits in the face of a stable note circulation is available in gold
or foreign bills. Should a change in the direction of speculation
alter the movement of the currency, the note-bank can always
maintain the rate by the sale of foreign bills or gold against
francs, always supposing no war or other catastrophe to inter-
vene. -

In all other respects Poincaré is persistently continuing
his work stabilisation. The Budget for 1928 has already been
introduced and balances with revenue of 42.2 and expenditure
of 415 plus a small surplus. It is so cautiously constructed,
however, that a larger balance may be presumeds?). The revenue
and expendiure of the Redemption Fund, the former figuring
in the first five months of 1927 at £ 120,000,000, are mot in-
cluded here. As a matter of fact, the Budget for 1926 showed
a surplus of 1,500 millions. For the first time for many years,
the new budget provides for no new taxes. The State revenue
consists to the greater part of indirect taxes. Of the May revenue
of 3,147 millions, 839 millions, fell to the share of direct taxes
and 2,296 millions to that of indirect taxes and monopolies.

The full weight of the taxes falls on the working popu-
lation. «
Poincaré has, however, not yet succeeded in diminishing the
French National Debt. On the contrary, it continues slowly to
rise, as is shown by the following figures:83)

France’s Internal State Debt;
(Mitlions of Francs.)
Dec. 31st 1924%%) July 31st 1926%) May 31st 1927

Rente Debt . . . 95,600 101,700 101,700
Long-termed debt 58,200 58,200 73,900
Short-termed debt 43,600 37,300 32,900
Floating debt . 64,900 55,200 59,300
Bank debt 27,700 43,000 © 32,500
Total . . 290,000 295,400 300,300
Percentage share
Rente Debt . . . . . 33 344 338
Long-termed debt 20.1 19.7 24.6
Short-termed debt 15.1 12.6 10.9
Floating debt . 224 18.7 19.7
Bank debt . 9_{_5 14.6 10.8
Total . . . 100 100 100

There has therefore beenm a shiiting in the composition of
the debt, inasmuch as there are no longer any short-termed
bonds. Out of the proceeds of industrial capital, however, a sum
of about 15,000 million francs (not including the foreign debt)
must now be used for paying interest on the home debt. If it is not
found possible to transfer this onus onto the workers in the form
of increased exploitation, the competitive capacity of French
industry on the world market will greatly suffer. The present
creeping crisis can thereby become chronic. We do not, there-
fore, believe in the possibility of a further rise in the franc rate.

82) “Bulletin Qudtidien” of June 28th, 1927.
83) “Borsen-Courier” of June 1st, 1927.

84) Official publications.
85) Partly from Official publications.

Greét Britain.

“In the spring of each of the last few years there
have been hopes of better times, but even before the
summer was over the outlook has changed, for wintry
weather and unsatisfactory business have returned. The
recollection of recurrent disappointments is a warning
to be prudent . . . .. , but in this fifth month of the se-
venth year of depression there is a definite improvement,
be it of shorter or longer duration.”

(“Times”, Leader of May 23rd, 1927.
Retranslated from the German.)

For British Economy in general, the last few months have
been a time of improving business. The high level of production
was maintained till June, in which month, however, there were
already signs that the new orders would fall short of production,
and hopes began to droop. “Wintry weather and unsatisfactory
business” set in again.

It should be remarked that the deterioration of the business
position is noticeable primarily in the old-established staple in-
dustries of Great Britain, coal, iron and steel, and cotton, and
far less in the “new” industries, electricity, motors, artificial
silk, etc.,, which are in general developing in an upward di-
rection. The industrialisation of agrarian countries naturally
concentrates on the simpler forms of industry, leaving the new
branches, which work with particularly complicated machinery
(chemicals) or specially trained operatives, to a later period.

The following table affords a survey of the most important
available returns, culled from the “Monthly Bulletin” of the
“Economist”: . -

Production

& 2 @ LSS
: g E £ Eom
gz 2 2 g% % =z Zoo
g5 % 52 83 8p 8% E%s
S5& SE EE 5E€ TZE oS 2Ea
1913 (mthly Avg) . — 243 869 649 — — —
1925 do. . — 20.7 528 626 — — 17
1926 (April) 92 — — — 87 119 —
1927 (March) 99 24 *)683 965 107 147 33
(April) 04 205 691 864 112 144 135
(May) . 88 207 732 897 116 138 292

*) 5 weeks.

Down to the end of May the improvement continues, the
necessity of executing work postponed during the coal lock-out
(house construction, ship-building, engineering) and the repletion
of stocks here synchronising with the seasonal improvement in
the spring. In June, however, there was a very obvious fal-
ling off.

The Coal-Mining Crisis.

The victory of capital in ‘the big conilict brought no
solution of the question; the English coal-mining industry is at
the commencement of an exceedingly serious crisis. We men-
tioned this fact in the general section, but may here add a few
figures from British sources. The average weekly production,
not counting holidays was as follows:

Millions of tons.

1926 Jan.—April 1927 Jan.—May

5.24 5.13
Average number of workers.
1,106,000 1,013,000

“In the first five months of 1927 an army of workers
reduced by 8 per cent. raised an amount of coal which
was only 2 per cent. smaller than in the first four months
of 1026, The average output per worker has risen from
4.75 tons to 5.05 tons per week®).”

These figures, however, do not fully express the increased
. exploitation, since there were numerous “idle shifts” which were

8¢) “Fconomist” June, 1925. Monthly supplement.
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naturally unpaid. The average number of days worked per
week was as follows:

1926 1927
January . . 5.47 5.02
February . 5.37 5.11
March, . 5.30 4.89
April .. . . . . BbT 5.04
May . . . . . . . — 4.63

Ii the output is computed accordmg to workmg days and
not to full weeks, there will appear'to have been a rise in
April not of 6 per:cent, but of 16 per cent!

. The increase in output, however, has caused a relative
fise in the number of unemployed: .

'U'nemployed‘ Coal miner‘s

1926 1927

January . 110,885 200,608

February . 100,187 197,857

' March 93,582 205,861
A(ptrrl 90;946 218,542

My . : 211,493

"Thé ranks” bf fHe unempléyed coal ‘miners  ate thereiore
growing whilé the number of employed miners decreases. From
the peak on 'May 14th i. e. 1,013,000, the:latter has receded
to 1,013,400 on June 18th37) Not only was exploitation increased
by'a greater outpout in each shiit, prolonged from seven to seven
and a half hours; at the same fime wages ‘were greantly di-
minished. This process is still going on,

As Cook very rightly observes,
“the economic position is far worse to-day than a
year ago. With one shilling oii the daily wage and with a
. 'weekly income reduced by ten shillings as a. result of
leisure shifts, with longer working hours and 100,000 more
. -unemployed, it is obvious- that the presen’r arrangements
" ‘must collapse before the end of the year‘

+The enormous sacrifices imiposed on the workers have rwt
improved the position of British coal mining. True, exports have
practically regained the level of the first few months of 1926
(subsidised period). Prices, however; are constantly on the de-
cline in view of acute COmpetmonsﬂ)

Exports of coalin thousands of tons’“’)

. 1913 1926 1927
lanuary . . .. . 6,570 ..4,148 4,093
-February . . . ..5570 .. 4,340 4,173 .
March 5,599 4,703 4820 ...
April 6,351 4,291 4,118 .. .
May 5,930 ) — 4,803

The sales of bunker coal have also gained the level of

iast year.
Prices, however, are fallmg mexorably, We may quote fwo
varre’nes "
: 1026

1 927 1927 1927 1927 10927
April  Jan.. March May June July
Admiralty coal. . 26/0 26/9 22/6 21/6 21/6 21—
: to to to
24| —  23/— 22[—
Durham best gas
coal. . 19/3 18/0 17/— 16/— 17/— 13/6*)
to 7 to
17/6 17/3

In spite of the great reduction of wage costs many mines
are agam working at a loss

87) “Board of Trade Journal” .of ]une 30th, 1927.

" 8) The Strike of the American miners has entailed an ad-
vantage to British mmmg only as regards South American
business (“Economist” of July 2nd).

) “Economist” of June 25th, 1927, Monthly supplement

90) “Berliner Tageblatt” of July 14th, 1927.°

The recommendations of the Samuel Committee, now that
the workers have been beaten, have been ignored just as com-
pletely as were those of the Sankey Committee. ‘Amalgamations
have been going on on:a great scale, but only on a private
basis and in an anarchic manner.. C

The prohibition. of free imports to France threatens this
most important market, where Great Brnam is already hard
pressed by: Germany,

In the first four months of the year Frances imports of
coal were as follows:

1923 1924 1925 1926 1927
s v , millions. of tons .
From Great Britain . . 566 455 348 315 3.3
From. Germany 1042 1 39. 165,  1.92 2.96

A new crisis is lchus preparing; but in view of the great
1mp0rtance of codl mining it is hardly conceivable that such
a crisis would be compatible with any general busjiness
prospetity. Apart from farm workers and domestic servants
there are some 12,000,000 workers in the United ngdom and
more. than one tenth ol this total are miners:"’ -

Other Branches of Industry.

The iron and steel industry is in an improved position
inasmuch - as' there is an increasing use of steel by reason of
the enlargement of the machine plant and the greatér employment
of ‘steel in the place of bricks and timber in building. For the
time being however the increase in output appears to have
come to a standstill.

“The 'figures  recently published by the Association of
Iron and Steel Manufacturers in regard te the iron and
steel output in May contained the first indications of the
fact-that the peak of production has now been passed and
that a downward, grade is to be expected. A great part of
the high production of the last.few months is due to the
arrears that have accumulated durmg the long coal lock-out
of last year. Never before had so much constructional work
been leit pending for so long a time”®).

At the end of June reports were already to hand of the dam-
ping-down of some furnaces.

I England itself the Britishsteel production is threatened
by .the .competition -of the Continental iron industry. On June
20th. 3 Conservative Member of Parliament asked the President
of .theBoard of Trade whether he knew that Lancashire was
regeiving pig-iron from the Continent at the price of 72/6 per
ton.; while the same quality of British iron from Scotland cos
from 76/— to 77/6 a ton. Also whether this was rendered
possible by Government subsidies for Continental works?- Sa-
muel, the Parliamentary Secretary of the Board of Trade
rephed that the figures . were correct, the reasons being
lower wages, longer working hours, and indirect subsidies
abroad in the form of low taxation and a guarantee of interest.
At ‘httack, therefore, on the working. condmons of the workers
in the heavy metal industries, too.

The cotton-textile indusiry showed very good exports in
May, when more yarn was exported than in any month for the
last twelve years and more finished materials than in the last
two years. Nevertheless, the output of yarn (of the counts from
32 to 42) had to be reduced by 50 per cent.

Early ‘in June working restrictions had to be introduced in
the jute spinning and weaving mills*?). The hope of better
business in the textile industry entertamed m the sprmg have
proved deceptive.

A better progess of business is observable in certam otner
industries. Ship-building has received,some new orders and the
electro-technical, automobile, and. chemical industries _record
satisfactory sales: ERE I

Speaking generally, the decline of British cépitalism must
not be looked upon as a uniform process. K British capitalism
has colossal reserves in the Colonies. British industry is being

91) “Economist” of June 18th, 1927.%""" * «:
92} “Frankfurter Zeitung” of June 10th; 1927.
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rationalised, standardised, and brought up to date in the form
of monopoly-organisations®). The fusion of banking capital and
industrial capital is also progressing. Outwardly, this is reflected
in the accession of MacKenna, Chairman of the Midland Bank,
to the Board of the northern English railways, and that of the
prominent industrialist Mond (coal and chemicals) to the Board
of the Westminster Bank. The British bourgeoisie is making
every. effort to stave off its. decline.

Foreign trade has developed not unsatisfactorily during the
last few months.

Foreign Tradein millions of Sterling.
(Goods traific only, without precious metals or transit trade.)

Imports Exports Surplus
Monthly average 1913 . 549 438 11.3
Monthly average 1925 . 974 64.4 33.0
Monthly average 1926 . 93.1 = 542 38.9
March, 1927 . : 102.7 1621 406
April, 1927 . 88.9 52.6 36.3
May, 1927 . 84.0 633 207

The exports "approach the level of 1925, while the trade
deficit shows a falling tendency. The price level, meanwhile, is
lower than two -years ago, so that exports are actually still
greater. :

Wholesale Index of the “Economist”.
(On the basis of 100 to represent 1913.)

-March  'April May
1925 . 1926 s 1927
159,7,  148.1 140.6 139.8 141.1
Cost-of-Living Index of.the Board of Labour®).
| | 1025 1926 . 1927
January - . . . . . . 8 . 75 - 715

June .. 72 .- 68 63
The cost-of-living index is computed in each year in the
summer and refers. to the same months from year to year.
The reduction in wages, however, exceeds that in the cost
of living. :
Unemployment has receded during the last few months,
but it is still very great. At the end of May the msured and
uninsured unemployed together totalled 1,015,000%). Of these,
085,500 were in receipt of unemployment benefit. This latter
figure is generally quoted in the. daily papers, the uninsured,
who receive no benefit, being mostly agricultural workers and
domestic servants. At the end of June the number of un-
employed in receipt of benefit had again passed the million mark.
In conclusion, .the number of paupers must also be men-
tioned. At the end of March there were 1,240,500 paupers in
receipt of relief. Of these, 420,000 were insured unemployed
together with their families, while 43,000 were unemployed
without insurance, 108,000 were such as ordinarily have an
occupation; the remainder in-receipt of out-door relief amounted
to 485,000. !
The balance live in poor-houses. The number of paupers
has doubled since the spring of 1914.
.. Taken together, there are very nearly 2,000,000 unemployed
and paupers in “Merry England”. :

'Capital and Currency  Troubles.

By reason of the difficulties in connection with gold, the
export of capital, which is of prime importance to'Great Britain,
was adversely influenced. The following table shows the de-
velopment in this connect'ion““):

%) v. Prof. H .Levy, “Deutsche Allgemeine Zeitung” of May
11th, 1927. : A

") “Labour Gazette”, June. 1926, p. 215.
95) ibid. June 1927, p. 216.
96) “FEconomist” of July 2nd, 1927.
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Emissions in the first half year.
(Millions of pounds.)
1913 1923 1924 1925 . 1926 1927
Total . . . . 120.3 181.3 1056 1120 120.7 2075
Great Britain . . 203 924 444 787 665 1570
Thereof, not State loans 203 28.6 338 717 590 809
Colonies ' 430 522 380 281 327 343
Foreign countries 570 36.7 " 23.2 51 215 162

As regards the employment of these loans, it is remarkable
that the emissions for. private capitalist purposes in Great
Britain (minus Government loans) have grown exceedingly,
figuring in the first half of 1927 at almost £90,000,000.

Furthermore, the quota of capital export gets smaller and
smaller. In 1913 it stood at almost 50 per cent, in 1927 at only
8 per cent. The interested circles, however, are obviously trying
to ‘resume capital exportation, as far as it is possible in view
of .the necessity of maintaining ‘the gold standard.: :

In regard to economic politics the last few months have
been characterised by two events, the Anti-Trade Union Bill
and the rupture of diplomatic relations with the Soviet Union,
both of which questions have been discussed in detail in the
daily press. There is much to be added however. The importance
of exports to Russia is mniot decisive for England, but in view
of the present market restriction it is certainly not inconsider-
able. Hence, the endeavours of a certain section of the English
bourgeoisie to continue trade with Russia in wspite of the said
rupture. ' '
Confused by the decline of capitalism, the British bour-
geoisie is split into two parties, the division being noticeable
even in the ranks of the Conservative party. ,

On the one side there are the Diehards, mainly composed
of land-owners, the heavy metal industry, the .Colonial ca-
pitalists and part of the leading bankers; their priogramme
being the defence of the Empire if necessary by .armed force,
hence, war with Russia, besides a closer linking up of the
Empire, the introduction of protective tariffs so as to allow
preferential ' rates to the Dominions and QColonies. It likewise
envisages a more forceful procedure at home, with a restora-
tion of the rights .of the -House of Londs, suppression 'of ithe
Trade Unions, 'as also of any attempt at a general strike, and
on the whole ‘a more open form of the dictatorship of the
bourgeoisie. . ; -

The programme of the Liberals, on the other hand, re-
presents the interest of the finishing industries of commercial
capital and some of the banks, its objects, being free triade, a
proclamation of peaceful intentions, an apparent pacifism, ad-
hérence to the fcrms of a idemocratic veiling of bourgeois dic-
tatorship, cpposition to the Upper Chamber and ito any vigorcus
anti-trade union policy. Furthermiore, class icollaboration and a
peaceful domination of. the proletariat - with the help  of . the
reformists. .

This seccnd line of action is championed not only by the
Liberals, but also by the Reformists, and likewise enjoys the
support of some of the Conservatives, as is shown by the fact
that 100. Conservative members have opposed a restoration of
the rights. of the House of Lords, curtailed in 1911.

United States of America.

The economic position of the United States in the. first halt
of 1627 may be described as a continuation of good business
with very high output figures, accompanied by a- certain, not
yet very pronounced tendency towards deterioration, in which
regard it is vncertain whether a ‘merely transient depression
or the beginning of a critical phase, long overdue, is threatening.
There are no very tangible indications of a crisis. Neither the
monetary circulation nor the credits required by ‘the Federal
Reserve Banks show an upward tendency; on the contrary, they
are lower than was the caselast year®).

’ Millions of Dollars.

Circulation Reserve Bank credits
1926 1927 1926 1927
January 5008 5001 1231 . 1147
April 4806 4758 1150 - 1039%%)
Jung 4871 4786 1140 1000

. 97) “Federal Reserve Bulletin” p. 399—400.
93) The las figure really represents May.
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The total credits granted by all the Reserve Banks has, we
admit, risen from 19,600 millions in May 1926 to 20,400 millions
in May 1927,

The following table shows the general characteristics of
business development:

-g'*-"é,-\ é é§ 50 :wg 3~
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April 1926 . 107 96.4 132 571 120
Dec. 1926 105 94.1 132 537 136
Jan. 1927 106 92.4 122 384 123
Feb. 1927 109 93.6 132 304 131
March 1927 n2 939 131 621 131
April 1927 . 109 03.2 134 604 128
May 1927 . . . — — —_ - 126

Contrary to expectation, no diminution has ensued in buil-
ding activity this year, not, that is to say, to a degree liable
to influence business in general, although according to reliable
returns, which we recently, had occasion to publish, the want
of dwellings in the majority of American cities must by now
have been satisfied. A detailed survey of American building,
however, shows that apart from dwellings the construction of
municipal buildings, schools, hospitals, - electricity works etc.,
plays a very great role. At any rate, the continuation of the
prospects building era speaks of the tremendous influence of
American capitalism. '

The fact, too, that in spite of various serious circumstances,
such as the drop in the price of cotton, the inundation cata-
strophe in the Mississipi basin, coal strike, and the super-
production of oil, the favourable business position should have
continued is proof of the said influence. In the face of these
unfortunate occurrences, the general index of production was in
April 2 per cent above the corresponding month of 1926. The
index of employment, it is true, was 3 per cent lower. Fewer
workers thus produce a larger volume of goods®™).

The following table shows

the production .of certain pro-
minent branches of industry: :
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April 1926 . . 43.8 3450 4106 384 578 60
Dec. 1926 50.1 3001 3467 137 605 72
Jan. 1927 . 57.6 3104 3786 197 605 71
Feb. 1927 53.3 2041 3811 261 590 68
March 1927 60.1 3483 4535 342 694 75
April 1927 . 34.7*) 3422 4130 353 619 72
May 1927 35.4 — — 352 - — —

*) Strike.

**) Passenger cars, April figures revised.

We may add in the following remark.

The recession in the coal output is a result of the strike.
The figures show that the loss was greater than the Press, for
comprehensible reasons, made out. Nevertheless, the output is
only 25 per cent below the monthly average of 1926 and only
about 17 per cent below that of 1925. Seeing that in the last
six months before the strike about 50,000,000 tons were produced
more than normally, it is probable that there is a great stock;
indeed, some reports speak of 80,000,000 tons, which is. pro-
bably an exaggeration. At any rate, the prospects of a victory

%) The index of production refers to the entire output, that
of employment only to a definite number of enterprises. The latter
index is therefore a good criterion for the progress of business,
but is not the right material for the establishment of a numeric
conclusion as to the extent of unemployment.
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on the part of the miners are very small, since ouly those
organised in trade unions are striking, while the majority in the
“non-union” pits continue to work.

The output of iron and steel rose till March but has since
then slightly fallen off, though it is higher than the average of
the last few years. It figures at about 80 per cent of capacity.
Press reports in June speak of a greater regress in production,
some furnaces having been damped down in May, and of a
rapid fall in prices. The decline in the number of orders received
by the Steel Trust cannot be looked upon-as symptomatic of a
deterioration of business. The time needed for the turnover of
capital has in general a tendency to shorten. Purchases are made
from hand to mouth, as the Americans say.

Automobile construction, which reached a low-water mark
in December 1926, has since then vigorously improved and has
in the last few months regained the level of last year. At the
same time better and more expensive types are coming into
use. Ford is being slightly ousted by the General Motor Com-
pany.

The cotton consumption returns represent a record. The
low cotton prices in connection with a good degree of occupa-
tion result in an increased purchase of textiles.

While in most branches of industry the big output finds
a ready market, there is a marked super-production of crude
oil, as already pointed out in our. last survey. This is ac-
companied by a relative drop in prices. The biggest average
daily output was attained in the week ending June 4th, i. e
2,507,300 barrels, or 500,000 barrels more than a twelvemonth
earlier in the corresponding week!®®). In the following week
the output dropped off slightly. '

Though on the basis of the figures to hand it can hardly
be said that a crisis is imminent, a slowing-down of business
in May and yet more so in June was certainly apparent!).

All indications point to a declining tendency but, as’yet,
a higher level than 1926.

In keeping with the good progress of business and the
satisfactory liquidity of money, the quotations for securities
show a rising trend:

Indexofthelevelofsecufities. e

198 Indus. Shrs. 31 R'y. Shares

1017-21 = 100 1918-22 = 100 40 bonds
1926 April . 139.8 1185 94,52
December . 161.7 135.2 96.05
1927 January 158.4 136.7 - 96.43
February 163.0 142.1 » 96.44
March . 165.7 143.1 90.63
April 165.1 1474 97.24
May . 1745 150.5 97.55

(“Federal Reserve B‘ulle«tiwn”, June 1927.)

Price Movements.’
As on former occasions, the great total output was in the
last six months again accompanied by falling prices.

100) “Financial & Commercial Chronicle” of June 11th, 1927, -
p. 3420, ’

101) The consumption of electric energy is a good criterion
for the decrease output. It figured as follows:
Index of Consumption of Electric Energy
(1913—25 — 100).

May 1927 April 1927  May 1926
© Al industries 1143 116 107
Metal industries . 112.7 114.2 105
Steel works 1193 122.7 —
Textiles . 120 1245 96.5
Leather . 96.3 4

95.7
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Price Index of the Bureau of Labour
(1913 = 100)1°2).

o "U'g
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3 £8 &% Z 28 &%
1926 Jan. . 156 152 186 177 120 178
Aprily . 151 145 177 174 127 173
Dec. . 147 135 169 183 126 173

1027 Jan. . 147 137 167 180 124 170
Feb. . 146 137~ 169 , 177 122 168
March 145 137 168 168 123 167
April . 144 137 169 161 122 165

The continuous drop in prices is practically uniform in the
case of all goods. It was somewhat more marked as regards
farm produce, but the “scissors”, though still apparent, are
inconsiderable in respect of farm products on the whole. Metal
goods are far below the general price level, constructional
material far above it by reason of the marked building activity.
But the downward trend is common to all.

Foreign Trade and the Abundance of Gold.

The foreign trade of the first five months is characterise
by larger exports and smaller imports than in 1926. .

Foreign trade in millions of dollars®s),

Exports Imports ~ Surplus or deficit
1927 1926 1927 1926 1927 1926
January . . 414 307 357 417 462  —20
February . 373 353 311 387 +62  —34
March . 409 374 379 443 +30 —09
April 415 388 376 398 +39 —10
May 394 357 ° 346 321 +68 +36
2010 - 1869 1768 1966 +241 —907

) We see an' increase of exports and a decrease of imports.
As against a deficit of 97,000,000 dollars in the first five
months of last year, we have a surplus of 241,000,000 «oilars.
It must be borne in mind, however, that prices have fallen,
so that the exports were really still greater. The decline of
imports is due to a cheapening of certain raw materials, rubber
in particular. '

We are thus again faced with the fact that a country which
has invested from 12 to 13 thousand miliion dofars abroad,
from which it derives more than a thousand million dollars
of revenue, also pessesses a surplus in its trade balance, for
the further continuation of which the high, and sometimes pro-
hibitive, industrial tariffs ‘provide. :

The result is a renewed wvigorous influx of gold. In. the
first five months of the year there was a surplus of gold
imports to the extent of $120,000,000, which sum does not
include the 60 millions of gold Dollars recently purchased in
Europe by the Federal Reserve Bank. With this latter sum,
there is a total of 180 millions.

‘Thus, the gold reserves in the United States have again sur-

passed the peak of 1924. The attempt at, and hope of, a decrease
of gold holdings have proved fallacious. The sum total of the
gold concentrated in the United States now figures at 4,600 mil-
lions while the gold.stocks of all note-banks of the world outside
the U.S. A. total 4,000 millions.1°%)

Naturally, -such a tremendous stock of gold is superfluous
for currency purposes; indeed, part of it has actually been
eliminated from employment as cover for the circulation. Besides
various bank-notes in the actual sense of the word, totalling
about 2,600 millions, there are in circulation “gold certificates”

102) “Federal Reserve Bulletin” 1927.
193y “Financial & Commercial Chronicle” June 1927.
10%) “Federal Reserve Bulletin” June 1927. p. 391.

to a total value of $1,012,000,000. These are, economrically spe-
aking, proof that the equivalent amount of gold is in the hands
of the Federal Reserve Bank. Eeconomically, they are not bank-
notes but form a kind of gold circulation, only that the gold
does not circulate in its actual metal form but in the form of
certificates, which are not to be taken as means of circulation
based on credit but merely purport a protection of the gold
against depreciation by usage. .

Thus, the Federal Reserve Bank would without any danger
to the currency be in a position to lend from 1 to 2 thousand
million dollars worth of gold to other note-banks for the pur-
pose-of re-introdiicing a gold currency. But even if the gold is
superfluous for the United States, it can, according to the laws
of capitalism, only be handed on against adequate interest, only,
so fo say, in the form of capital — a value producing iresh
values. Since the balance of trade and that of payments are both
favourable, it is not possible, in spite of a great exportation of
capital to stem the influx of gold to the U. 8. A.

Capital Emission and Exportation.

In the first five months of 1927 these two factors showed a
further rising tendency. The following returns'®®) refer only to
the loans issued publicly in the United States.

New emissionsinthefirstfive monthsin
millions ofdollars.

1927 1926 1925 1924

Total 3361 2009 2626 2288
Thereof:

. Canada N 108 96 93 26

Foreign Gov. Loans . . . 320 160 &4 175

Foreign Companies . . 152 163 145 8

American Colonies . . . . 2 7 4 5
Total Capital Exports 588 426 326 214

The ificrease from year to year is apparent.

The actual capital exports have increased, securifies also
having been bought abroad. The total amount of capital invested
abroad is estimated, with slight deviations and without the inter-
Allied debts, at something between 12 and 13 thousand million
dollars.

In summing up we may say that, although the capital in-
vested abroad and the revenue accruing therefrom are at present
only a small portion of the total capital and profit, their impor-
tance .is increasing very rapidly. The dependence of the rest of
the world on American capital secures to' the exported capital a-
higher rate of interest, with the result that private capital has an
inferest in capital exportation. A favourable balance of trade and
of payments accompanied by a super-abundance of gold afford

. the United States the economic possibility"®) of developing into

the leading capital-exporting country, whereby it will attain the
full degree of imperialism and slowly assume the character of a
“rentier” State.

Japan.

Tn March and April Japan experienced a bank crisis of extra-
ordinary severity which shook the economic life of the country
to its foundations. This has been the third serious crisis since
the end of the war. viz., earthquake disasters in 1920—21 and
1023—24 and the banking crisis in 1927. Thus, Japanese capi-
talism has experienced one blow after another since the war.

The reason of these rapidly succeeding crisis is the weak
natural basis of Japanese capitalism; in its own territory it pro-
duces too few foodstuifs, insufficient coal, very little oil, no ore
at all, no textile raw materials with the exception of ‘crude silk,
and no chemicals. The big Japanese industries are in a certain

_ 105) Statistics of the “Financial & Commercial Chronicle” of
June 4th. 1927. p. 3417. : :

106) Tn the last few weeks there have been signs of a satiation
of the American. market with foreign loans. Several emissions
could only be placed to a small degree with the “public”. Accor-
ding to the “Journal of Commerce” of June 22nd, 250 out of 450
million dollars have hitherto remained unsubscribed, the figures
in question relating to foreign emissions. This is, however, only
a temporary matter. -
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sense an artificial growth, based primarily on the severe exploi-
tation of very cheap and skilled labour.

It is a consequence of the poor supply of raw materials that,
even ai its birth, Japanese capitalism assumed a pronouncedly
imperialist character. It was in the nature of things that this
tendency towards imperialist expansion should develop on the
opposite side of the Yellow Sea, since all other territories were
far too distant. Indeed, the period of “original accumulation” was
realised to’a great extent on this Oversea- territory.

As the final result of its imperialistic aspirations, Japan
has acquired a respectable Colonial Empire:

million inhabitants

Corea L. 19.5
Formosa . . . . . . . . . 4.0
Kwan-tung . . .. . . . .. 07
Sachalin . . .". . . . . . 0.2
Manchuria 22.0

46.4

These territories are purely imperialistic colonies and by no
means settlement-areas for the surplus population, as is repea-
tedly maintained. The Japanese settle nowhere in their Colonies.
as 'workers or peasants. They cannot enter into competition with
the yet cheaper Chinese labour. The Japanese capitalists make
use of their Colonial territories for the purpose of investing

' capital, obtaining raw materials and marketing monopolised in-
dustrial goods, just as the white imperialists powers do. This
appears from the following figures showing the foreign trade of
the two leading Japanese colonies.’*?) ’

Millionsof Yens

Exports Imports
To Japan  Jo, 0T From Japan Fgom ofter
Corea (1924) . 307 22 212 98
Formosa (1924) . 211 43 87 43

We can see how completely the raw material exports of these
Colonies are governed by Japan. . .

The gains Japan derived from the war extend not only to an
expansion of her ‘Colonial territory and to the accummulation: of
gold, but have also rendered possible a-quicker development:of
productive forces in Japan herself, as-appears from the following
figures:1°%) v

Developmentofpro:ductiveforces.' .
1920

1913 1920
Length of permanent way (kilometres) 10,525 13,636 16,500'*)
Merchant fleet, steamers, and motor-
boats in thousands of tons . 1,500 2,996 3,968

Ship-building, thousands of tons laun-
ched . . . . . . . . .. 65 457 52
Cotton spindles, thousands . . 2,300 3,000 5,573
Coal output, thousands of tons . 17,885 29,245 31,495'1%)
Naptha output, millions of barrels . 1.9 3.2 1.8

Pig-iron output'l!) thousands of tons . 240 721 900
Steel output, thousands of tons . 240 811 1250
Cooper output, thousands of tons . 060.5 67.8 65.7
Silver output, tons . Coe. 145 152 125

Crude silk, tons . 14,080 21,876 28,65011%)

107) Corea and Formosa are treated in Japanese Statistics as
Japanese territory. These figures appear as a footnote in the
“Memorandum sur les Balances de Payement” 1911—25, vol. IL
p. 447, published by the League of Nations.

108) These figures have been compiled from the indications
in the “Annuaire Statistique International 1926”, Geneva 1927,
published by the League of Nations.

19) For 1924.

110) For 1925.

1) With Corea.

.

These figures show an undoubted advance of output and of
productive forces since 1913, the rate of this advance being ob-
viously greater between 1913 and 1919 than from 1920 to 1926.
Even at present Japan is less industrialised than other imperialist
countries. The coal consumption in 1925 was only 500 kilogram- .
mes per head, one eighth of the consumption of Great Britain or
Belgium and one fifth that of Germany''?) The iron and steel
consumption is 30 kilogrammes per head per annum, one sixth
that of Great Britain or Germany''®). The consumption of ma-
chinery stood at a value of 6/5. per head in 1925, this being one
sixth of the consumption in Germany and less than that of
the Latin American States.!®®) Home engineering is still in its
infancy. On the other hand, the small extent of arable land ob-
viates the possibility of expanding agricultural production, so that
a development of the home market is very limited, as will be.
seen by the following figures: -

Agricultural Output.

Tilled area .Yield Yield
(1000’s hectares) (1000’s hectares) per hectare

4 | g

2 3 2 3 28
Barley 1,290 1,106 998 20,864 18,098 19,915 16.1 164 199
Wheat 477 497 465 6,434 7,260 8,040 135 125 173

Oats 45 113 715 1,551 160 137

Maize 54 - 58 869 950 162 104
Rice 2,924 3,113 3,128 90,875 105,500 107,965 30.7 33.9 345

Potatoes 09 103 0,733 9,607 0982 933
Tea — —  — 321 353 38 — — —

Cattle-breeding, which is insignificant in Japan as in all
thickly populated countries of Asia, shows no tendency to ex-
pand. ' i
P “As we see, Japanese capitalism still lacks the basis of
modern industry, the heavy metal and engineering industries.
It is an artificially fostered capitalism, based on the exploita-
tion of very cheap labour and oppressed colomies and has an
extremely speculative.character. This is the reason why Japanese
capitalism has passed in post-war times from one crisis to
another. The internal weakness of Japanese economy, however, .
is not a hindrance, but rather a stimulus, to further imperialist
expansion,, for it:is only thus that fresh crises can be deferred.
Hence, Japan’s obstinate ppolicy in China, the neutral field for
the expansion of Japanese imperialism.

The weak foundations of Japanese capitalism remain, in
spite of the tremendous profits pocketed by the Japanese bour-
geoisie. In the war years, down to the Afirst half of 1920 the
average profits of the 97 leading joint-stock companies were
60 per cent- of capital, in the first half of 1925 18.1 pert cent
and in the second half of that year 15.9 per cent'!s). It may
well be imagined how great the exploitation of Japanese labour
must be and how weak the foundation 'of. Japanese ca-
pitalism is if in spite of such gigantic profits one crisis follows
hard on the heels of another’®). ’

The Banking Crisis of the Spring of 1927,

In post-war times Japanese capitalism has passed through
three serious phases of crisis, the first being the great inter-
national post-war crisis of 1920—21, which curiously encugh
started in Japan. After this crisis the commercial balance of

112) “Memorandum sur lindustrie de charbon”, submitted
to the World Economic Conference, vol. 1. p. 10.

1u3) “Memorandum sur Vindustrie de fer et d’acier”.

118) These returns, from data furnished by the Roman Agra-
rian Institute, do not altogether tally with those of the “Financial
& Economic Annual of Japan”, :

15) y, “Japan Chronicle” of April 26th, 1927.

116) The stroughly imperialist character of Japanese capital-
ism is also demonstrated by the scheme of forming a trust’
of all Japanese cotton spinning mills in the Shanghai district.
Fifteen factories are to be wunited, creating an. enterprise with
a capital of 100 to 120 million yens. (from “Japan Times” and
the “Bulletin Quotidien” of June 23rd, 1927.)
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Japan continued to be unfavourable't”). Between 1920 and 1925
the deficit figured at 2,065 millions of yens.

The second critical phase was in 1923 and was caused by
the disastrous earthquake. This crisis lled to a marked deprecia-
tion of the currency, gold exports having been prohibited and
the exchange of notes for gold suspended.

Rate of the American Dollar in percentage of
mint par of exchange.

1913 average 102.6
1924 ” 121.0
1925 » 1215
1926 ' 105.8
1927 January 102.1
February . 102.1
March . 101.4
April 103.0
May 107.518)

To counteract inflation, the discount rate was maintained at
a high level, figuring in 1923—24 at 8 per cent and in 1925—26
at 7.5 per cent. Below 12 per cent it was generally impossible
to obtain commercial credits. ’

- The crisis of 1923 was mitigated and hushed up by interven-
tion of the State, by protective tariffs, by a repeated prolonga-
tion of bills due immediately before the catastrophe (“Earth-
quake bills”). Thus, many bankrupt concerns dragged on a pre-
carious existence. '

There followed a rapid rise of the yen rate. The debts con-
tracted at a curnrency rate under-valued by 20 per cent and in
the face of a relatively high price level’®®), now formed an
impossible burden'*®). A number of concerns that had indulged
into speculation on a large scale, collapsed, bringing down with
them the weakly founded Japanese banks. ‘

Japanese banking shows the same characteristics of pre-
cocity and rash imperialist development that distinguish Japanese
capitalism as a whole. On the one hand, the banks are very
closely connected with commierce and industry; on the other hand,
they lack savings deposits which are indispensable for such
an activity. The solvency of the 1,600 banks operating in the
country is therefore very small, and anything tending to shake
the confidence of the investors must therefore lead to break-

downs. i

On this frail basis speculative foundations have been effected,
companies have been built up, international stock-exchange ope-
rations carried on, and capital invested in China.  The most
striking example of such bubble developments was the Susuki
concern. This enterprise, conducted by a woman, developed du-
ring the war from a small retail business into a gigantic concern
with business connections all the world over. It carried on a
usurious trade in foodstuifs and a few years ago the premises
were raided by the populace, embittered by the high price of rice,
Madame Susuki having to fly for her life®). The concern had
done a tremendous amount of business in regard to the sugar
industry of Formosa and was indebted to the extent of many
hundreds of millions to the Taiwan Bank, the Formosa bank of

117) Foreign trade figures in millions of yens:

1020 1921 1922 1923 1924 1925

Imports 2600 1728 1849 1943 2411 2487
Exiports . 1010 1228 1597 1414 1761 2242
Import surplus 789 500 252 529 650 245
(v. “Annuaire Statistique International 1926” p. 110.)

These figures, too, fail to coincide completely with those of
the Japanese statistical year-book.

118) Rate on May 27th.

119) The wholesale price index was as follows (1913 = 100):
1020 1921 1923 Jan. 1925 Jan. 1926 Dec. 1926
250 200 199 214 192 170

120) There is therefore a party in Japan openly in favour

of inflation; it is headed by the “Oriental Economist”.
121) “Frankfurter Zeitung” of April 21st, 1927.

emission, which for several years preserved it from ruin in the
hope that the financial position of the concern would improve by
speculative operations. The bank itself had several times to apply
to the Bank of Japan for aid and, together with the Susuki enter-
prise, incurred debts to numerous small banks!*?) several dozen
of which shared in its ultimate ruin.

The Bank of Japan intervened with gigantic sums for the
support of the threatened banks. On a single day, April 21st, it
advanced no less than 639,000,000 yens (£ 65,000,000) to the banks

‘in the form of new loans. However, this did not suffice and on

April 23rd, the Taiwan Bank and the “Fifteenth Bank”, one of
the five leading banks of Japan, administering in particular the
fortunes of the landed mobility and of the imperial family, were
obliged to stop payments. The next day a general moratorium
of three weeks was announced for all inland liabilities, except
the payment of salaries and wages and withdrawals from bank
accounts to this end, payments to officials, and accounts up to a
value of 500 yens each.?®) Between March 15th and April 21st
more than 30 banks suspended payments. The rapid increase in
the credits of the note-bank — the circulation rising from 1,226
millions on April 16th to 2,339 millions on April 24th — to-
gether with the moratorium temporarily saved the situation. On
May 21st the fiduciary circulation had receded to 1,387 millions,
and the factories which had closed down!**) resumed work.
There remained only the decline of, the yen rate, Everthing else
appeared to be again in order — until the next crisis.

Banking and Government Crises.

The banking crisis would not have assumed such large di-
mensions, had it not been for the fact that the Agrarian Party,
together with the Emperor, made use of this circumstance for the
purpose of overthrowing the Wakatsuki ‘Ministry, representing
the industrial bourgeoisie, the so-called Kenseikai. When, omn
April 17th, the Prime Minister submitted to the Privy Council
— competent for such matters when Parliament is not sitting —
a motion for the support of the Taiwan Bank to the amount of
200 millions, the Privy Council voted against this suggestion,
whereupon the Ministry resigned. The Emperor then appointed
General Tanaki, head of the Seiukai or Land-owner party, to the
post of Prime Minister. The new Cabinet was immediately in-
vested by the Senate with far more extensive authority for the
relief of the crisis than had been refused to the former Ministry,
which clearly showed that it was a preconcerted manoeuvre.
Neither of these parties has an absolute majority in Parliament.
The hostility of the people towards the Susuki concern, which in
Japan was relatively far greater than e. g. the Stinnes concerm
in Germany, gave the reactionary party an opportunity to regaim
control of the Government, albeit at the cost of an aggravation
of the banking crisis which might well have been avoided.

The change of Government meant a more active imperialist
policy in China and against Soviet Russia. The distinction bet-
ween the two big Japanese parties is not very pronounced; both
are represented in the Kato Cabinet. All the same, the new Mi-
nistry appears to follow economic policy less in favour of 'n-
dustrial capital. Thus, it has been announced that the steel and
naptha duties will be decreased.!*s)

Japan and \ China.

In our last report we had ococasion to point out that, con-
trary to the case of the other Powers, Japanese imperialism is
mainly based on its position in China. For Japanese capitalisnr
the development of conditions in China is a question of life
and death. It is only from China that Japan can derive food-
stuffs and the raw materials it lacks. Out of its scanty funds,
Japan has invested great sums in China. The totals mentioned
in this regard vary considerably. According to one source, they
amount to 400 millions in China, 300 millions in Southerm
Manchuria and several hundred millions in Corea and Formosa,
which count as Japanese territory. Another authority, the

122) «New York Times” of April 24th, 1927.

123) Wording of the moratorium enactment, published by the
“New York Times” of April 23rd.

120) “Japan Chronicle” of April 27th.
125) “Bylletin Quotidien” of June 20th, 1927.
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Chinese-Japanese Society'*®), puts the Japanese capital invest-
ments as follows: ’ '

In China . .o 522 million yens
»In Manchuria . . . . . 1,337

Total .

2 22

1,859 million yens

It is only in China, moreover, that Japan can find a market
for Japanese goods of an inferior quality. :

Japan’s foreign trade with the Chinese territories developed-
as follows in 19251%7):

Millions of yens

Impofts from:

China Hong-Kong Kwantung Corea!2) Formosa!) Total

Percent
215 05 177 307 211 910.5 35
Exports to:
468 73.6 86 212 87 026.6 40

These figures refer to the present, but what is more impor-
tant is that the entire future of the weakly founded Japanese
capitalism lies in an imperialist exploitation of China.

The Japanese policy towards China may be summed up
in three mmin characteristics:

1. Determined defence of Colonies and spheres of interest
{Manchuria), if necessary by force of arms.

2. Outwardly - demonstrative support of Chinese national
movements, in so far as the latter remain within bourgeois
limits, mainly for the purpose of gaining favour at the expense
of the other Imperialist competitors, Great Britain in particular.
As a matter of fact, the Japanese bourgeoisie has cleverly

126) “Memorandum sur les Balances de Commerce Exterieur”,
1911—25, p. 447 efc,

127) “New York Times” of May 22nd, 1927.

128) Figures for 1024, Generally not recorded as “internal
commerce” in Japanese foreign-trade statistics.

succeeded, right down to recent times, in diverting the anti-
foreign movement in China and the boycott of foreign 'goods
from itself to Great Britain. This policy relies on Chiang Kai-
Shek as the representative of the pronouncedly bourgeois wing
of the movement, against England, which latter supports the
reactionary and feudal elements.

3. Absolute opposition to such elements in the Chinese re-
volution as go beyond bourgeois limits, if necessary in co-
operation with the other imperialist countries and by force
of arms. ’

These main lines of Japanese policy in China remain un-
influenced by the change of Government; only that the third, the
anti-Communist tendency has become more pronounced. The
programme announced by Tanaki'®), after making platonic pro-
mises of a “gradual satisfaction of Chinese aspirations” states:

“As regards the activity of the Communists in China,
Japan, cannot remain completely indifferent, not only be-
cause her own. interests are directly affected, but also be-
cause she is aware of the serious responsibility placed upon
her for the preservation of peace in the Ear East, In this
connection the Government may find it necessary to pro-
ceed in concert with the Powers. This aftitude will, I trust,
not be misunderstood by Russia.” N

The increased transports to China, and the attempt to re-
new the alliance with Great Britain — against the Soviet Union
but also as a measure of defence against the United States —,
attempts which have been apparent at the naval disarmament
negotiations at Geneva, signify a more vigorous policy .in
China®®). In relation to a bourgeois China, such as appears
to be developing at present out of the revolutionary struggles,
Japan with her military supremacy will certainly be able to
carry outs its policy. ~

120) “Tapan Chronicle” April 24th, 1927. : .

) The “Bulletin Quotidien”, which is generally very well
informed, pointed out, on June 30th, the dariger, as a result
of the change of Government, of a new orientation of Japanese

‘foreign policy i. e. a possible renewal of the Anglo-Japanese '

alliance.
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