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Economics and Economic Policy in
the Fourth Quarter of 1931.

(Concluded down to January 25, 1932.)
By EE. VARGA.

I Retrospect and Survev
of the Economic Crisis. +

. The economic ecrisis of the world is now entering upon
its fourth year!). An analysis of facts shows that its end is
still far distant. This is borne out by the unexceptionally
pessimistic tone of the Christmas and New Year reflections of
the capitalist press. It is therefore essential that around the
turn of the year we should glance back at the course
hitherto pursued by the crisis and at those characteristics
which distinguish it from preceding crises.

All these peculiarities may be attributed to the fact that
this crisis coincides with a period of the general crisis of
capitalism?). It is this fact which makes bourgeois economiec
research, with its mechanical methods of analogy, so comple-
tely helpess in face of the present crisis. Institutions (such as
Harvard) which for decades enjoyed the very greatest reputa-
tion, are wholly discredited, and in their annoyance leading
bourgeois circles are already greatly restricting their wonted
. financial contributions to institutions of business research.

The most significant special factors which stand out in
the present economic crisis on the basis of the general cmsns
of capitalism, appear to us to be as follows:

General Character of the Crisis.

Though not preceded by any general period of prosperity,
either geographically or according to branches of production,
. 1) We are accustomed, somewhat arbltrarllv and mechan-
ically, to date the open outbreak of the erisis from the stock-
exchange collapse in the United States; a more detailed in-
vestigation, however, of the course of production in the United
States will show that the height of the prosperity phase was
already over in July 1929, In some countries, again, the open

crisis already set in in the first half of 1929.
?) In our survey of the first quarter of 1931 (Inprecorr

No. 27), we summed up Marx’s theory of crisis and the in-

fluence of the general crisis of capitalism. We do not intend to
- repeat anything on this head. ‘

the crisis is all-comprehensive and universal. It comprises all

- capitalist countries of the world and all branches without

exception. In the period of the general crisis of capitalism,

.crises are possible without any previous general phase of

prosperity, since all contradictions, the forcible solution of
which is the function of every ecrisis, and in particular the
contradiction between the striving of capitalism for an unli-
mited expansion of output on the one hand and the narrow
limits of the consumptive capacity of capitalist society on the
other, show a tendency to become chronically acute. They are
aggravated not only by reason of the phase of prosperity,
finding a temporary violent solution in the crisis and then
remaining more or less latent in the next period of revival and
prosperity, but are more or less acutely present throughout
the whole course of the economic cycle.

The historical peculiarity of the present crisis lies in the
fact that the entire capitalist economy of the world has been
simultaneously and uniformly affected by the erisis, a develop-
ment not formerly experienced since the war, since certain
countries, like Germany, evinced a rapid alternation of phases,
while others, such as Great Britain, were in a state of chronic
depression. That this uniformity should have ensued during the
crisis and not in another phase of the industrial eycle, is the
best proof of the influence of the general crisis of capitalism
on the formation of the economic cycle. For this reason, too,
the Social-Fascist theory that the ecrisis will “restore the
normal course of the capitalist method of production” and
that the all-round crisis must be automatically followed by an
all-round, general revival and prosperity, is proved to be
completely wrong and counter-revolutionary, tending as it
does to keep the workers from fighting against the capitalist
system by extending to them the hope of a general improve-
ment after the crisis on the basis of capitalism.

The present crisis at the same time puts an end to the
hopes set by the capitalists and Social-Fascists on rationalisa-
tion as a panacea against crisis. Incapable of comprehending
the internal laws governing the movements of the capitalist
methods of production, they believed that the extension of
output necessarily occasioned by rationalisation, in so far and
so long as it maintains the form of a re-formation and expan-
sion of fixed capital, would be of unlimited duration. They
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failed to see that the total economic result of rationalisation
can be nothing else than a permanent tendency towards ag-
gravating the contradiction between. the productive and the
consumptive capacity of capitalist society.

The present crisis is thus a crisis of rationalisation and of
the unreasonable hopes entertained in its regard. This does
naturally not mean that there will be no more rationalisation
in future, Rationalisation as a method of decreasing the labour-
time expended per unit of the product in general and the

paid labour-time contained therein in particular, will never
(hsappear but the rate of such rationalisation will be moder-
ated and those methods of rationalisation which entail a great
expansion of output will be applied in a smaller degree, such
methods as result in economy immediately at the expense of
the workers being all the more vigorously employed.

Interdependence with the Agrarian Crisis

The economic erisis is intimately interwoven with the
chronic erisis of agriculture, which forms part of the general
crisis of capitalism and which, during and by reason of the
economic crisis, has rapidly advanced with the decreasing
consumption of raw materials and foodstuffs. In the course of
the crisis, the prices of agricultural products have dropped to
one half and even less?). The constantly increasing differentia-
tiecn among the peasantry, so characteristic of capitalism, has
assumed the form of the wholesale ruin of the poor and
middle farmers (in part even of the richer peasant-farmers
and landowners), whereby the market for industrial products
has been further narrowed during the crisis, The agrarian
and the industrial crisis thus tend mutually to increase and
aggravate one another. ~

We look upon the present agrarian crisis as part and

parcel of the general crisis of capitalism and not as a phase-

of the industrial eycle or as a critical phase in any particular
agrarian cycle. The cause of the present chronic agrarian
crisis lies in the rapid advance of capital in agriculture in
connection with the spread of a new technique in the oversea
countries (tractors, combines, ete.), only applicable on great
capitalist farms and leading to a sharp drop in prime costs,
to-a rapid expansion of the area under cultivation, to over-
production, and to a catastrophic price-drop.

In regard to agriculture, therefore, we can witness the

same chronic pronounced contradiction between the productive

and the consumptive capacity which is characteristic in
general of capitalism in the period of its general crisis.
The .peasant farms employing the old technical means (whose
individual costs of production, moreover, include, in the form
of lease-rent or mortgage-interest, a ground-rent established
in -accordance with former higher agricultural prices) are
doomed to wholesale ruin,

Depth of the Crisis.

Owing to the influence of the general crisis of capitalism,
the present crisis is the most profound of all capitalist crises
hitherto experienced. If we take the index of industrial output
as a criterion for the depth of the crisis, the situation in the
most important countries will be seen to figure as follows:

Returns of German Institution for Business Research.
(On the Basis of 100 to Represent 1928.)

T ot e o Kingdom  France  Poland
Maximum 1929 . 106,9a2) 113,56 1084 112 113,7 1068
November 1931 . 70,8b) 64,9 63,8 79,6b) 90,6 68,9b)
Per cent.
“"Recession 36,5 43 42,7 29 20,2 35,56

(a) Year’s Adverage 1929; (b) October (Great Britain: 3rd

Quarter)

3) World- Market Prices of Certain Agrarian Products.

September
1931 1930 1929
Wheat (Chicago—cents per bushel). . . . 52 83 130
Rye (Minneapolis—cents per bushel) . . . 39 53 - 99
Maize (Braila—lei per 100 kilogr.) . 188 316 459
Cotton (New Orleans—cents per 1b) .. ‘6 106 185
Put’cer (Copenhagen—kroner per 100 kg) 212 246 326

" (Bulletin International d’Agricole, September 1931.)

The speculative increase of prices which ensued in October
has since then almost wholly dlsappeamd again.

. The recession. in output is greater than in any previous
crisis?).

Acuteness of the Crisis.

The present crisis is.likewise the most acute in the whole
history of capitalism. This may be seen by the extraordinarily .
pronounced, though extremely irregular, price-drop®) it has
entailed, ‘which is substantially greater than in any previous-
crisis, Wlth the exception of that in 1920—21¢), although the
monopohsed industries are doing their utmost to counteract it.
Therefore the price-drop is very irregular, according to the
strength of the monopoly organisation in each individual
branch of industry and according to the degree of the diminu-
tion of value by reason of the increased productivity and
intensity of labour (rationalisation) in the separate branches
of production.

Profits show a very pronounced falling-off during the
crisis, even giant concerns, such as the United Steel Trust,
working without profit.

The number of bankrupteies is extremely large. Even
some of the giants of financial capital (Danat Bank, Dresdner
Bank, Crédit National, Bank of America) have fallen victims
to the crisis. ]

It is therefore incorrect if, as is sometimes the case in
our own ranks, it is made to appear as though the profifs
of the ruling classes had not decreased at all in the crisis,
as though the ruling classes were not affected by the ecrisis
in the least. It is part and parcel of the crisis for a substantial
part of the capital value to be lost through the price-drop,
through the cessation of production, through the decay and
destruction of stocks of merchandise. This diminution of the
capital value in the crisis renders possible the better utilisa- -
tion of the diminished capital value, and forms—as Marx
repeatedly pointed out—the most effective counter-tendency to
the tendential drop in the rate of profit.

On the other hand, this anarchical process of the whole-
sale bankruptey?) of the small and of many weakly founded

%) The indices comprise only one part of the total in-
dustrial output (about 25—50 per cent.) but may be taken
as typical of all industry. For preceding crises, there were no
general indices of output. A certain impression may be gleaned
irom the development of the world’s iron output. We reproduce
below the highest and lowest annual flgures for the inter-
national output of iron (annual averages) in the course of
former crises. (Down to 1910, from Cassel’s “Theoretical Social
Economy”—1929, League of Nat10ns—1931 our own estimate):

World’s Output of Iron.
(Mllhon@ of Tons.) s

1873 1883 1907 1929
Maximum 151 218 - 613 983
1874 1885 1908 1931
Minimum o 139 198 488 50
Percent. Recesswn P 9 20 50 °
5) Wholesale prices, on the basis of 100 to represent 1913:
United France ' Germany United
Kingdom ¢Statisti- Stati- States Japan
«“Eco- que stisches  Bureau of P
nomist” Générale” Reichsamt  Labor
Maximum 1929 . 1346 6390 139.6 1404 171.0
Minimum 1931 . . . 857 408.3 106.6 98.0 111.0
Pere. Recess. (btw.
August & November) 44 - 36 24 30 35

%) On the entire problem of price formation in post-war
times, compare “Crisis and Price-drop” in our survey of the
3rd quarter of 1930 (Inprecorr No. 56) December 6th, 1930.
7) Number of Bankruptcies in the Most Important Countries.

(In a Period of 11 Months.)

United United Germany France
States Kingdom
1929 .. . . 19704 4140 - 9852 8,712
1930 J anuary- November 21,714 4,052 10,490 8,181
1931 January-November 23,993 4,269 12,421 9,692
Percentage Accretion
from 1930 to 1931 +10.5 +538 +184 .+ 185

These figures, however, afford no adequate impression,
for besides the declared .bankruptcies there are numerous
composition arrangements and compulsory mergers. What is
yet more significant, moreover, is that these figures furnish
no idea as to the size of the bankruptcies. And it is just in
this direction that the effects of the crisis are most apparent,
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larger enterprises forms a source of enrichment for those
giants of financial capital which succeed in weathering the
crisis. The fortunes of the bankrupt enterprises are acquired
for a mere song by the powerful concerns. The ecrisis thus
constitutes a tremendous process of centralisation, from which
the most important monopoly- -Concerns emerge with increased
power,

The acuteness of the crisis, the sharp drop in profits, and
the poor prospects of any approaching improvement are all
reflected in the unprecedented

Decline of Stock- Exchange Quotations
U.SA.

: United N
“New York Times"” . France Germany

. (Index of 500 Sh,) ~ Kingdem .
Peak Rate Sept. 19, 1929 311.90 Febr. 163.8 Febr, 548 Jan, 134,0
Slump Rate Dec, 9, 1931 74,91 March 92,0 Nov, 243 June 67.2
Drop 79% 449, 56 % 529,
Since September, the German stock-exchanges have been
closed; the actual present quotations in Germany are far

lower still.

The acuteness of the crisis may be seen by the depreciation
of the currencies and by the almost complete breakdown of
- international credit and capital ‘exportation. At the beginning
of the year, the currencies of 40 countries were either
depreciated (inter alia, in the case of two great imperialist
ceuntries, Great Britain and Japan) or else the gold parity
was mamtamed by an overt or covert moratorium towards
foreign countries (standstill agreement), by compelling the
public to hand over foreign bills and currency in their
possession, or by other means.®) No previous crisis of capitalism
had ever such a disastrous effect. One of the presumptions
for the “normal” course of the capitalist system of economy,
the possibility for paper tender (banknotes or Governmentil
paper money) to replace gold at their nominal value as a
means of circulation, is hereby destroyed. The place of calcu-
lation is necessarily taken by speculation as to the presumable
future development of the currency exchange rates.

The -international movement of capital in 1931 for the

greater part assumed the form of an all-round withdrawal of
the capital invested for short terms abroad, while ecapital
exportation continually dwindles. During the last four months
there was no capital exportation at all from Great Britain
and hardly any from the United States, while the exportation
from France was almost exclusively in the form of loans,
mainly from the Treasury, to the vassal states, This sudden
change of direction in- the current of . international capital
from the debtor countries to the countries of capital expor-
tation—restricted solely by the insolveney of numerous
debtor states—is a peculiarity of the present economie -crisis
which is most characteristic of the chaotic state of inter-
national connections. :

Alteration in the Dynamics of Crisis,

Under the influence of the general crisis of capitalism,
the dynamics of the crisis show a marked deviation from the
“normal” course, The length of the crisis already exceeds that
of any previous one, and that for the following reasons:

a) Accumulation of goods in the course of the crisis itself.

b) Particularly marked - restriction of investitional
activity and of the output of the means of production (Sec-
tion T) in consequence of the superfluity of means of produe-
tion even during the phase of prosperity, which was charac-
teristic of the general crisis of capitalism,

¢) The two-years delay in the appearance of the general
crisis of credit, the foundations of which were in part

8) Foreign Exchange Rates in New York in 1931:

Pa Rate on Percent:;ge

. Jan, 8th, 1932 Decrease

England (£) . . . 4,87 336 —31,0
Spain (100 pesétas) . 1980- 844 —b6,3
Denmark (100 kroner) 2680 - 18,70 —30,3
Sweden (100 kroner) . 2680 19,05 —29,0
Norwav (100 kroner) . 2680 1845 —312
Ttaly. (100 lire) . 5.26 509 — 3,3
Argentine (100 peeos) 42,44 25,756 —394
Brazil (100 milreis) 11,96 6,39 —46,6
India (100 rupees) . 36.50 25.00 —31,6 -
Japan (100 yen) . 49,85 35,12 —291
4,87 2,50 —48,7

Australia (£ 1) .

developed durmg the erisis itself and not durmg the preced-
ing period of  prosperity, which in most countrles was but of
short duration.

Let us consider these factors a little more closely:

‘a) The ‘accumulation of goods in the course of the crisis.
The contradiction between the over hasty expansion of produc-
tive forces on the one hand and the limited eonsumptlvev
capacity of .capitalist society on the other, flnds expres.suon,
inter alia, in the circumstance that, in the ¢ ‘normal” course
of the 1ndustr1a1 cycle, in the period between the real peak of
prosperity and the open outbreak of the crisis (which Marx
calls the period of “super-tension” or over-speculation), there
was an acute over-production, an accumulation -of stocks. It
is, among other things, the function of the erisis to get rid
of these surplus stocks; this is done in three ways, viz.:

1. by a pronounced: restriction of output;

2. by a vigorous price-drop reducing the price-total of the
goods -to what Marx calls the “socially necessary .require-
ments”, and

3. by the physical destruction of part of the surplus goods.

‘What is new about the dynamies of crisis, is that so far
there has in general been no diminution in visible stoeks, the
Worlds stocks ‘having in general not diminished during two
years’ - duration of the crisis, nay, some commodities even
having increased in this respect. This may be seen by the
following figures:®) .

World’s Stocks in June
(In Thousands of Tons)

1928 1929 1930 1931
Rubber 231 254 386 526
Cotton 1125 1015 1350 1767
Silk R 5,3 5,2 11 10,8
Wheat .~ 6654 9558 10312 12062
Sugar 5260 6158 7011 8524
*Coffee - 1044 847 1608 1490
Copper 53,4 75,4 287 375,8
Tin . 16,5 24,1 433 52,5
Zine .. 41,6 344 109,8 1467
Hard Coal . . 5848 . 2954 13988 19665
Crude Oil (Thou Brls. ) 590 603 601 552
Petrol 55,4 66,8 - 79,8 70,4

In this connection it must be remarked that the various
sources—according to -what countries are comprised in the
indication of “world’s stocks”—supply widely different
returns; the significance of these figures, therefore, lies not
so much in their actual height as in the direction of their
development. . :

These stocks, in- regard to which statistical data are
available for the whole world, all show an increase during
the ecrisis. For other varieties of goods, for which no data are
available for all countries of the world, such as iron, steel
and steel goods, it clearly appears from individual statisties that
there has been an augmentation of stocks during the crisis.!?)

The very -higly developed monopolistic character of
present-day capitalism has led to a great irregularity in the
price formation during the crisis, The monopolies have been
endeavouring, partly with success, to keep up the price level
even during the erisis. These efforts together with the well-
known fact that retail prices have diminished but very little
during the crisis, is one of the reasons why stocks tend to
accumulate instead of disappearing.

This ‘is the case although the systematic destruction of
part of the stocks is carried on most eagerly and on a large
scale. Tremendous stocks of coffée (12 mi'l'on bags) have been
destined for destruction and in part actually destroyed; in Ger-
many, the eosinisation of rye has withdrawn great amounts from

%) “Statistisches Jahrbuch fiir das Deutsche Relch 19317 —
International Surveys, p. 103.

10) A well worked out system: of statistics in regard to
stocks is available ‘in the United States (“Survey of Current
Business”, October 1930 and October 1981). It shows the fol-
lowing development . X

»,August of Each Year -
. (100 representing 1923/25)

N S s 1929 © 1930 1931
Raw Materials - . 123 1407 153 6
Finished Goods . 116 120,56 114,56
Total .o 127 1323 137,2
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human consumption; rubber-trees have been left uncut; in
California, the grape crop has been destroyed. The Farm
Board officially suggested that in the cotton fields every
third furrow should not be plucked but ploughed up again.
In Great Britain, vessels and entire textile mills have been
bought up and scraped. In Texas, martial law wag declared
with a view to forcibly preventing the tapping of crude oil
The fettering of productive forces and the destruction of
surplus. stocks—especially where this is possible without
impairing the interests of monopolist capital—are being car-
ried on wholesale. Nevertheless, there is no decrease of stocks.

b) The role played by fixed capital in the present crisis.
Fixed capital, says Marx, is the material basis of the cyclical
course of the capitalist system of production. If we consider
the course of the present crisis, it must be quite apparent that
it ig Section I, the production of means of production (and the
building of dwelling-houses) which occasions the peculiar
depth of the present crisis. The ecrisis moreover, has not
deepened uniformly. In the summer of 1931, the lighter
industries undoubtedly experienced a revival. But since this
revival did not spread to Section I, it very soon disappeared
again,

We may here reproduce some data from the United
States, the country with the relatively best production
statistics, '

Index of the Federal Reserve Board
(100 representing 1923/25)
Typical Branches of

~ Section I “Section II

Ig;l;ef" ’l;f::" * Textiles Footwear Ffl?g:' Tobaceo
July 1929 155 95 120 125 96 139
July 1930 ... 109 65 84 98 93 141
July 1931 R 64 44 102 117 91 137

It will be seen that in the summer of 1931 textiles and '

footwear almost regained the level of the business boom, from
which foodstuffs and tobacco had in any case only dropped
by a few per cent., whereas the output of iron and steel
declined 60, and that of -constructional timber 54, per cent.

This difference in develapment between Sections I and
IT (which was similar in other countries too) is particularly
characteristic of the present crisis, By reason of the general
crisis of capitalism, there was, even prior to the economie
crisis, a great superfluity in the means of production. There-
fore, an expansion and renewal of the productive apparatus,
invariably the first factor to help capitalism out of a crisis,
has not even shown the least signs of beginning. Hence the
unusual length and particular depth of the crisis,

¢) The altered character of the creditary crisis—with its
delayed outbreak and its correspondingly greater virulence—
wag dealt with in detail in our last report; we do not intend
to repeat anything in that connection. We should, however,
wish to point out, as we shall have oceasion to expound in
the General Section, that the extraordinary accentuation of
the imperialistic antagonisms, particularly in the matter of
Reparations, inter-Allied debts, and German short-term
indebtedness, is bound to.lead to a renewed aggravation of the
financial ecrisis in general and the ecrisis of credit in
particular,

Pronounced Deterioratibn in the Position of
the Working Class in the Crisis.

- In the general crisis of capitalism, the industrial reserve
of workers, which had almost entirely disappeared during the
phase of prosperity, assumed the form of a chronic (“organic”,
“structural”, “technological”) unemployment, which does not
disappear even at times of the most vigorous revival. It consti-
tutes a minimum of unemployment, over and above which
there are cyclical and seasonal changes in the number of un-
employed. Chronic unemployment and the chronic inactivity
of great portions of the productive apparatus are two aspects
of one and the same phenomenon, the incapacity of the
capitalist system fully to utilise the existing productive forces.

The depth' of the present economic crisis has led to a very

pﬁ'onoun‘ced increase in unemployment, as the following figures
show.

‘Percentage Totals of the Fully Unemployed among
Trade Union Members.

United
Oct.-Nov., Germany Kinglziloilu) Denmark Holland Australia Canada U.8.A1¢
1930 26,3 18,9 13,4 11,2 23,4 12,3 22,2
1931 39,6 21,9 22,6 184 28,3 18,1 34

In the other countries, unemployment is proportionally
great. Added to this short-time work is very widespread. If we
compute this in terms of full unemployment, we are faced
with the unprecedented fact that capital is not able to employ
more than half the existing labour power.

If this unparalleled degree of unemployment has in itself
led to a great decrease in the income of the working-class, this
diminution has been yet enhanced by the general cut in
earnings and time wages of the employed workers, far exceed-
ing the relatively small decline in the cost of living-?).

Thus not only the standard of living of the working-class
as a whole, but also that of the workers in employment, has
greatly declined during the crisis, a development not to be
observed in former crises, since the fall in the cost of living
generally exceeded that of wages. Added to this, we have the
curtailment of unemployment relief (where such relief exists), ~
the raising of taxes or the introduction of new taxes, and so
on, In no former crisis was there anything to compare with
this tremendous decrease in the income of the working-class.

For this reason, the class struggle is naturally also
assuming sharper forms, while the maturing of a revolutionary
situation is proceeding at an accelerated pace, albeit very
unequally in individual countries.

Intensification of Imperialist Antagonisms
and the Danger of War.

The inter-imperialist antagonisms, which have shown a
tendency to increase throughout the period of the general
crisis of capitalism, have become exceedingly acute during
the present economic crisis. This is to be seen in all spheres
of international politics.

Above all, there has been an aggravation in the struggle
for the world market. The hourgeoisie of .each ecountry
endeavours to reserve the internal market for itself to the
greatest possible degree by means of customs, import quotas,
coercion to enforce the use of home products, import prohibi-
tions, and the like, even inflation—in so far as it does not
become general—working in the same direction. The result isa
constant shrinkage, in the course of the ecrisis, of inter-
national trade, not only in regard to value but also in respect
of volume.'*) : .

1) Among insured workers.

12) Computed ‘from the number of employed workers under
the presumption that on an average of the years 1923-25 there
were 50 per cent. of unemployed, obviously too low an estimate.
gzlere are no official unemployment statistics in the United

ates.

%) The position of the three millions of factory workers
covered by the monthly statistics of the United States, may
be seen by the following index figures {on the basis of 100 to
represent 1923/25):

Employment Total Wage Total
October 1930 B - 4 81
October 1931 R 59

A diminution of the employment total by 13 per cent, in the
last twelvemonth is faced by a 28 per cent. drop in the wage
total. The wage total is 41 per cent. lower than the average
of the years 1923/25.

1) Recession of Foreign Trade in the Principal Countries.

(“Economist” of January 23rd, 1932)
(100 representing the index of 1924)

1930 1931
Imports Exports Imports Exports
United States . . 70 73 - 48 50
Germany . . . . 77 90 50 78
Great Britain . . 86 78 72 63 -
France . . . . . 90 85 .72 61

Ttaly . . . . . . 80 79 54 . 66
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With the intensification of the struggle for world markets
foreign trade becomes more and more a weapon of imperialist
coercive policy. Alongside the private interests of individual
capitalists, the element of political power, i. e. the interest
of financial capital as a whole (or-that of the most powerful
monopolies) comes, in conjunction with the state apparatus,
ever more to the fore (preferential treaties between France
and Yugoslavia, Hungary and Rumania, Germany and
Rumania, and of the exchange of wheat against coffee
between the United States and Brazil). The most-favoured-
nations clause has come to be of less and less importance: for
all practical purposes, there is a general trade war. The crisis
of the bourgeois commercial policy is fully apparent.

The crisis has likewise aggravated the struggle between
the imperjalist robbers and the colonies. The catastrophic price-
drop of colonial products, such as coffee, sugar. cereals,
“textiles and rubber, renders the unequivalent exchange an
unbearable scourge for the colonial countries. At the same
time, the plantation canital seeks to balance its loss of profits
by further increasing the exploitation of its slave-labour, The
stroerle hetween the predatory imperialists and the oppressed
colon’s] peonles grows more and more acute, while the forma-
_tion. consolidation. and expansion of Soviet areas in China
constitutes a fresh breach in the imperialist front.

Simultaneously,” the antagonism between creditor and
debtor countries has been growing with extraordinary rapidity.
By reason of the tremendous price-drop, the debtor countries
are obliged to raise a correspondinglv greater volume of real

values in defraying the interest on the same nominal amount -

of indebtedness. (Under the Young Plan. the real burden
of Reparation pavments, in spite of their diminution in com-
parison with.the Dawes Plan, is greater than it was before.)
This state of affairs hag proved unhearable for most of the
debtor countries; therefore they have either declaved a mora-
torivm (as in the case of Brazil. Chile. Germany, and Austria),
or else there has been a depreciation of currency (as in
Australia and Argentina), or combiration of the two.

This ingolvencev on the part of the debter countries affords
the imperialist robbers and their organication. the Teague of
Nations, but in particular France and the United States. the
possibility of a far-resching intervention in all the affairs
of such countries, amounting im many cases to a complete
control of their economie life, and serves as a means towards
their further sub’ugation. 29 in the ¢sse of Germany by France.
On the other hand, the insolvency of the debtor countries was
one of the starting-points of the general financial erisis in
the autumn of 1931, leading to an aggravation of the crisis
in general. !

The bankruptev of the debtor countries and the ereditary
crisis in the cavital exporting countries have reduced such
capital exportation to a minimum. What canital is still ex-
ported (at usurious rates) is mainly a direct means of im-
peri)alist struggle (e. g. French loans to Poland, Yugoslavia,
ete.).

The tendency towards a reduction of economic con-
nections among the ind*vidual bourgeois states. the increasingly
apparent trend towards an autarchy on all lines, is thus con-
- nected with a most pronounced aggravation of imperialist
differences. The danger of war becomes ever more threatening.

Intensification of the Antagonisms between

the Capitalist World and the Soviet Union

and the Danger of Intervention.

On the basis of the general ecrisis of capitalism, a new
fundamental contradiction of international historiec importance
has appeared: the contradiction between the canitalist world
and the Soviet Union. The struggle between these systems
is bound to become a decisive factor in the world’s history.

The overthrow of the Russian bourgeoisie and the sue-
cessful building up of Socialisin demonstrate to the workers
of all world:

1. that the task of overthrowing the hegemony of the
ruling class can be accomplished with the forces of the pro-
letariat and poor peasants, that it is a task of our generation
(and not, as the Social Facists try to make out, of a distant
future), and that it is only to be accomplished by an armed re-
volutionary fight (and not, as the Social Facists were wont
to affirm; by means of ballots and of a gradual peaceful
transition);

- 2. that the proletariat, without the aid of the bourgeoisie,
is able not only to control and master the means of production
created by capitalism, but also to develop them at a tremendous
pace, to overcome the general backwardness of the country,
and to catch up and outstrip the most advanced lands
economically and culturally; finally, that even now planned-
production and distribution make it possible rapidly to raise
the standard of living of the broad masses. '

During the crisis we see in the capitalist world a
tremendous decline .in" output, means of production utilised
only 50 per cent., some dozens of m‘llions of unemployed who
can buy nothing because on all sides there are huge stocks
of unsalable goos, the main endeavour of the owners of means
of production, the capitalist class and the governments, being
in the direction of a further restriction of output (by the
wholesale destruction of goods), so as to make supply cor-
respond with demand, and at the same time of a further re-
duction of the share of the working class in the produect-
value, so as to ensure the profitable utilisation of capital,
which forms the aim and purpose of the capitalist system of
production.’

In the Soviet Union at the same time there is a tremendous
erowth of output, the utmost exploitation of the means of pro-
duction, no unemployment whatever, no overproduction of
goods (indeed, a shortage of commodities), seeing that the
income of the working class and the peasantry rises prarallel
with the expansion of output. The main purpose of the owner
of the means of production, the Soviet state, is towards raising
the productivity of labour to the utmost, so as to facilitate
the rapid building up of Socialism, at the same .time
satisfying the growing material and cultural requirements
of the working population with the employment of the
smallest possible labour time. By this development in two
opposite directions, the problem of “catching up and
outstripping” is promoted from both ends.

The contrarious development is also strikingly shown
clearly in the position of the working class. Whereas in the
capitalist world the standard of living of the working class
has greatly deteriorated during the erisis, in the Soviet Union
it has very rapidly improved within the same period. While
under capitalism millions of peasants are ruined, the standard
of living of the peasants united in the collective farms of the
Soviet Union makes rapid progress; and agriculture, which
under capitalism is in a more and more pronounced state of
degradation, flourishes increasingly under Soviet administra-
tion.

This contrary development enhances the revolutionary
influence of the Soviet Union on the working masses in the
capitalist countries, and quite particularly in the colonies, in
such a degree ‘as to render its, very existence more and more
insupportable for capitalist society. The immediate economic
driving forces of intervention, moreover, are likewise aug-
mented by the crisis. The dream of regaining, as a colony, the
territory of the Soviet Union, comprising one sixth of the
earth’s surface, and subjecting it once more to the yoke of
capitalism. ig irresistibly tempting to the financial oligarchy
of imperialist countries, offering, as it does, a way out of the
present crisis,

Naturally there arve counter-tendencies in this regard.
‘While the progressive Socialist development and the improved
condition of the working class, with the simulaneous liquida-
tion of the kulaks, the last remnant of the capitalist class in
the Soviet Union, serve as an incentive for accelerated inter-
vention, the very same factors tend to strengthen the
resistance of the proletariat and poor peasantry in the
capitalist countries. There is an ever-increasing risk of a war
of intervention becoming the starting-point of a victorious
proletarian revolution. Meanwhile, the importance of ~the
Soviet Union as a market for industrial products grows ever
greater during the crisis (by reason of the shrinkage of the
capitalist markets), as does naturally also the rivalry among
the capitalist states in their desire to gain such a valuable
outlet.

These counter-tendencies, however, do not in any way
alter the fact that the bourgeoisie more and more systemati-
cally seeks to prepare the way for intervention, the danger of
which is thus constantly ‘on the increase.

Undoubtedly, the last few months have called forth 4 new
and palpable intensification of the danger of intervention.
The most significant factors in this direction are the Con-
servative victory in Great Britain, the relative strengthening .
of the power of France, which, on the basis of an unequal
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development of the erisis; aspires to a: hegemony in -the future
war-of intervention, the growth of Faeelem in Germany, the
anti-Soviet attitude of which tendency is more and more ap-
parent, the propagation of war as a way.out. of the erisis
(ever more openly carried on by-the capitalist Press), and, last
.but by no means least, the Japanese attack on China, com-
bined with a pronounced deliberate provocation of the
Soviet Unlon. ]

The First War
for a Redlstnbutlon of the World

- The first- power to have recourse to war, with a view to
u redistribution of the world, as a way . out of- the present
crisis, is Japan.-

The question naturally arises, why just Japan among all
the imperialist powers® should be the first to choose this
expedient. The reasons seem to.us te be the following:

1. By reason-of the weakness of-its economic basis at
home (lack of raw materials and narvrowness of tlie- home

" market), of its greater dependence on the world market,. and
of several years of. continual cr1s1s, imperialist Japan, more
than any other imperialist. power, is- inclined to. expand its

- colonial. territory even: at the risk of 1n1tlat1ng a new

predatory war.i%)

2, The Japanese 1mper1ahsts reckon on thrs aggressive
pehey of theirs being winked at by-the other imperialist
powers upon ‘the grounds that they are acting the part of a
champion against the spread of revolution in Asia, or in other
words: because. they are trylng to provoke the Soviet Unlon
into declaring war.:

- The attempts of the’ Kuommtang generale the tools of the
imperialists, - to- suppress the -Chinese Red Army and“destroy
the Soviet power in China: have completely failed. The Soviet
power ifi-China and- the :Chinese Red Army have issued from
the struggle stroriger -than ever. The objective social and
ecorgmic prefequisites for'a further rapid spredad of the Soviet
power in China are undoubtedly given. As Ledin. foresaw, the
glgantlc messes of pedple. in” Asia have been set in motlon It
is thereforé in the interest of 'all imperialiststhat at any rate
there should be established, between the two great breaches in
the imperialist system—the-Soviet Union on the one hand and
the Chinese Soviet region on ‘the other——a solid military -bar-
rier, at ‘the same time destined to serve as one of the military
bases in a future war of 1ntervent10n against the Sov1et Union.

' Prospects of the Further Development.

The question- here "arises .as to. whether ‘the “crisis has
already reached its lowest point. Are we perhaps already in
a phase of depression. and is there any prospect, in a relatively
short time, of an'incipient revival, as the bourgeois economic
research - Jnstltutes are inclined to make out.

All indications point to the faet that the crisis has not
yet reached its 1owest point, that just now at the commence-
ment of 1932 it is likely to experience a further aggrava-
tion, and that at any rate the year 1932 will still be a critical
year for capitalist world economy as a whole.

In the autumn there were certain transient moments
which seemed to indieate. a mitigation of the crisis; thus
there was for a time a certain relaxation of the financial
crigis, a-certain improvement in some branches of Section IT,
espec1a11y in the textile industry of certain countries, an
improvement in the economic situation of Great Britain by
reason of inflation, and. in particular a vigorous upward
movement. in the prieces of agrarian products and raw
materials in October. o

But all - these sporadic phenomena of improvement
speedily passed by and a.renewed aggravation of the crisis
followed. In particular, the following obeervatlons are to be
made:

15) We believe it -is not. true—as is sometimes affirmed—
that no change has been brought about by the military
occupation of Manchuria. The approprlatmn of the Chinese
railways, the occupation of territories to  the north of the
East Chinese Railway and south of Manchuria proper, and
the installation of absolutely: dependent though nominally
autonomous governments, conehtute a substantlal change in
favour of Japan, -

2.1, - The - financial - crisis - has - experienced - a fresh
aggravation .in the pronounced drop in the rates of sterling,
the Swedish- krona;-and the Japanese yen, and-in important
bank failures in Germany; France, and the United States.

2. Production in Section T and in the most important
branches of Section II has again substantially deelined. In
particular, there has been an extremely marked relapse in the

iron, steel, and automobile output in the United States and -

the index of production has reached the lowest level up to
now in the course of the crisis'¢). In Germany, output shows
a constant decline?’). In France, the crisis”is unmistakably
on the increase. Unemployment is' greater than ever before,
and is still growing.

‘3. The increase in prices. hailed by the capitalist press of
the entire world with wild enthusiasmi as being a sure indica-
tion of a change for the better, after a short duration gave
place to a renewed wave of falhng ‘prices, which has now

almost entirely negat’ved the temporary improvement recorded.

Obviously, the price-rise was of a pronounecedly speculative cha-
racter, certain capitalists speeulamng with the speedy outbreak
of a war of intervention in view of the occurremces in Man-
churia.

‘If we consider such returns as afford an opportunity for
making inferences as to the possible course of economy in the
near future, the development of stocks, the volume of unfilled
orders, the recolpt of fresh orders, and the preparations for the
buuld'lng season in the spring, there is nlothumg to indicate an
imminent change.

Though we are of opinion - that the crisis has net yet
reached its fullest development, that the indications available
point to no near termlnatlon of the erisis, and that the chronic
agrarian crisis and in particular the symptomatic superfluity
of fixed capital in the previous phase of prosperity (in so far s
there was any) are bound to render it very difficult for cavita-
lism to-find any way-out-of-the crisis, we most decidedly
refrain from affirming that a capitalist way out is: impossible.

The theory advanced by “Left” Social-Democrats, by Otto
Bauer, and in our own ranks by Préobrashenski and by certain
German’ comrades_ (Lenz, Eck), that the erisis is not to be
overcome within the limits of eapltahsm is in contradiction to
the views of Marx arnd Lenin, is theoretically incorrect, and
pohtlcally harmful to an extreme degree.

In judging this quesmon, a sharp distinction - must be made
between the general crisis of capitalism-and the present eritical

phase of the industrial cycle. The general erisis of capitalism °

is"indeed not to be overcome, It is a special stage of imperialism,
naturally resulting on the basis of the internal laws of motion
of capitalism; it is the period of social revolution, the period of
a capitalism which is not merely expiring but which has already
expired on one sixth of the earth’s surface. *

The present world economic crisig, on the other hand. is a
definite and transitory phase of the industrial cyele, peculiarly
acute, far-reaching, and lengthy under the -influence: of the
general crisis of capitalism, particularly dangerous to the rule
of the bourgeoisie in various countries, but yet no more than a

phase of the cycle, bound—always supposing the rule of tha -

bourgeoisie is not overthrown in a revolutionary struggle in a
number of other countries—to find a solution within the limits
of capitalism, and that in the first place at the expense of the
proletariat and of the Workers in general, Marx’s words, in
regard to a permanent crisis being impossible, and those of
Lenin, to the effect that there is no situation Without a pos-
nlfble bourgeois way out, are also applicable to the present phase
of crisis,

16) Productional Index of the “Annallst”
July August September October November Decémber
78.2 73.5 70.5 66.1 65,0 65.8
17) The constant growth of the crisis in Germany may be
seen by the following figures for the year 1931:
Number of Workers Employed in 100 Industrial Jobs.
June = July August September - October
53.8 . .b31 51.4 50.1 49.0
Number of ‘Hours Worked in Percentage Propmtmn
‘to Capacity. .
43.8 46.7 44.0 43.4 42.5
(Weekly Report of the Institute for Business Research on
Nov. 23rd 1931.)
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The fatalistic doctrine that there is no capitalist way out of
the present crisis, is politically harmful, since it is apt to
weaken the struggle of the workers for a revolutionary way out
by causing them to believe that there is no capitalist way out.
On the contrary, just because a capitalist way out is concei-
vable; all efforts must be made to ensure the revolutionary way
out. The “Left” phrase of the impossibility of a capitalist. way
out, merely, cloaks a dangerous opportunism. This- most elearly
appears from the attitude of the “Left” Social-Demoecrats, who
combine their theory of the impossibility of a capitalist way
out with their opposition to the Communist Parties, the cham-
pions of the revolutionary way out. - S :

Though we mest decidedly reject the theory that there is no
possible capitalist way out of the cerisis, we must on the other
hand most emphatically affirm the possibility of a revolutio-
nary way out of it The present international economic ecrisis
has shaken the capitalist order of society to its foundations,
albeit not to a uniferm degree owing to the very varied strength
of the individual links in the capitalist chain. The special
features of the general crisis of eapitalism which characterise
the third period, are most pronounced in the present crisis. In
the place of a rotten, shaky partial stabilisation, we have a
- far-reaching, although unequal shaking of the capitalist system,
on the basis of which the prerequisites of a revolutionary crisis
mature. ) .

The crisis has undermined the traditional relations of all
classes intensified the class struggle in all countries of the
capitalist world, and- given increased strength to the re-
volutionary upsurge of the masses. The crisis, moreover,
weakens the position of the Soecial-Democraey, the most im-
portant bhuttress of the bourgeoisie, by undermining' its basis,
the labour aristoerscy, and also by reason of-the fact.that
under the stress of the cris's the broad masses of workers lose
their belief in an improvement of their position within the
limits of capitalism and in view of the growth of Faseism,
in the possibility of a peaceful, steady transition from
capitalism to Socialism. The weakening of the. Social-
Democratic position and the growing discontent of the petty
bourgeoisie; the peasantry, and the new middle elass, render
it necessary for the capitalists to promote ~the Fascist
movement alongside Social-Democracy and with the aid of
the Social-Fascist bureaucracy. ’ o

At the same time, however, we see in the erisis a growing
resistance on the part of the masses to the endeavours of the
bourgeoisie—aided and abetted by the Fascists and Social-
Fascists—to shift the burden of the crisis as far as possible
onto the working eclasses and thus to find a way out of the

crisis at the expense of the workers. f
-
Il. General Section.
Introduction. B

Around the turn of the year, the ecrisis in the eapitalist -

world has gone from bad to worse. At the same time the
irregularity of its development has increased. Each country
isolates itself more and more from its neighbours, and in this
connection the special characteristics of the crisis in each
individual country come more markedly to the fore. Moreover,
the war actually raging in Asia and the feverish preparations
on all hands for a world war, do much to influence the
economic life of the various capitalist states. '

This is, of course, most pronouncedly the case in regard
to China and Japan. The Japanese yen is rapidly falling, the
exportation of gold continues, for purposes of war Japan
makes extensive purchases—even in the United States—in
the way of cotton, copper, and automobiles. It purchases war
material in France and Czechoslovakia, and for this purpose
appears to have been accorded a loan by France. These big
purchases are faced with a decreased exportation. The Chinese
market is at present completely closed to Japanese goods.
Sales to the United States (silk) are greatly limiteéd by reason
of the economie crisis. The Japanese commercial balance must
certainly already show a considerable. deficit, Japanese
economy assuming more and more the characteristic features
of the economy of a country at war.

It is one of the particular “blessings” of the capitalist
order of society, that the murder of millions is the source of
tremendous profits to the big bourgeoisie. If there is so much
a3 the hope of a really big war (that between China and
Japan, heavily as it already weighs on the working elements

in thé two countries, is still in its initial stage), the.prices
of all ecommodities needed by the belligerents begin to rise,
the shares of enterprises producing arms and ammunition
improve in value, and the general tone of business life grows
“prighter”. The crisis So sericusly threatens the whole struecture
of the capitalist order of society, that war appears more and
more in the light of the only possible way out. )

The financial crisis continues unabated. In spite of the
most heavy burdens placed on the working population,
no state has yet succeeded in balancing its budget.
The ereditary erisis is in mno degree alleviated. If
we disregard loans for pronouncedly political purposes (such
as the armament of the vassal states of France), the inter-
national creditary system may be said to have completely
broken down. The international ~movement of = capital is
restricted almost entirely to a withdrawal of capital, in so
far as this is possible -at all. In a number of countries, the
national creditary system is either completely undermined
(as in Germany, Austria, Hungary, and Poland) or else
deformed by the depreciation of the currency and by govern-
ment interference. ) i :

The open outbreak of the creditary crisis has lent weight
to those bourgeois .theories which seek the reasons of the
crisis in -disturbances of the monetary system.. The unequal
distribution of gold and the “policy of deflafion” are
designated as the chief reasons of the.crisis. Old theories,
long thought dead, are disinterred; we read: of bimetallism,
revalorisation of silver, and Wagemann’s plan of a partition
of the German monetary circulation into big notes. coyered. by
gold and uncovered small notes (up to a value of 50 marks).
Hoover’s attempts to revive business by the creation of fresh
sources of credit, also comé under this’ head. All the projects
and measures, - which elaim to be able .to lead —capialist
economy .out of its present ~eiisis, .serve ‘the interests of
financial capital or of individual departments. thereof.
-~ They are. however, not in ‘a position to put. an.- end to
the crisis, so long -as the presumptions for -such-a termination
are not given by the internal laws regulating the movements
of capitalist economy, -always. supposing a.radical change Is
not brought about by a war. . - . oo acs oo

The aceentuation and aggravation -of-the -crisis entails -a
constant - accentuation of inter-imperialist antagonisms.: It is
a highly characteristic fact in this connection that the
Tausanne Conference - could not be .held bécause the pre- -
liminary negotiations had clearly shown that an agreement
among the interested powers was not to be- looked for 4t the
moment in question. ) - '

The Social-Fascist Legend of FS:te:lt'é-f |
Capitalism as a First Step to Socialism.

The so-called state-capitalistic measures “of bourgeois
States are emergency measures adopted under the stress of the
crisis. They serve the purpose of preparing the way for a
capitalist way otit the crisis, of monopolising the home mark-
ets for the native bourgeoisie to the greatest possible degree,
of strengthening the latter in their fight for the world mark-
ets, of redistributing income within the country in favour of
the ruling classes at the cost of the workers, petty bour-
geoisie, and poor or middling peasantry, apd of bolstering
up bankrupt enterprises of the financial capitalists by means
of state funds. ‘ .

The Social-Fascists of all shades support the endeavours
of the bourgeoisie and of the governments to find a capitalist
way out of the erisis, by making out that thg _government
intervention in capitalist economy is the transition to: state
capitalism, a new period in the development of (;apltahsm,
the last stage, to be followed—automatically and without any
revolution—by Socialism itself. )

The political motive of this manoeuvre is plainly ap-
parent. Its object is that of restraining the proletariat from
revoliitionary measures by making .out that evolutmn_v‘vﬂl
automatically lead, by way of state capitalism, to Socialism
and that a proletarian revelution would therefore .be super-
fluous and harmful. ’ L

This Social-Faseist theory, according to which, prior to
the overthrow of the bourgeoisie, capitalism its still destined
to pass through a period of “state capitalism”, must be all the
more actively opposed, seeing that it has in some instances also
penetrated into our own ranks. This conception is apparently
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backed up by certain utterances of Lenin’s, misunderstood and
torn from their context,

As a matter of fact, Lenin did repeatedly mention the fact
that “state capitalism” was the 1mmed1ate preliminary stage
to Socialism.

“A  monopolised state capitalism®, ‘he says in “The
Threatemng Catastrophe” (and repeats it emphatically in his
pamphlet “On Taxation in Klnd”) is the complete material
preparamon for Soc1a11sm, it is the preliminary stage to
Socialism, it is that step in the historic ladder after which
there will be no intermediate step prior to the step we call
Socialism.”

But it is either an absolute misunderstanding or else an
unsarupulous misrepresentation, if these theses of Lenin’s are
made out to be identical with the Social-Fascist conception
of state capitalism.

The misrepresentation lies in the fact that no mention is
made of the decisive presumption on which, according to
Lenin, state capitalism forms the preliminary satage to Social-
ism, namely the previous overthrow of the rule of the bour-
geoisie,

Lenin speaks of state capitalism as a transition stage to
Socialism, after bourgeois rule has been overturned and the
boungeois state supplanted by a “revolutionary-democratic state”
(v. “The Threatening Catastrophe”) or by the dictatorship of
the proletariat, i. e, by the Soviet state.

On this presumption, indeed, Lenin advocated the develop-
ment of State capitalism at the time of the introduction of
the New Economic Policy.

In the spirit of Lenin, therefore, we must most emphati-
cally raise the question of power in any treatment of the sub-
ject of “state capitahsm

“State capitalism” umder the - dlctatorshlp of the bourgeoisie
is the direot opposite of “state capitalism” under the dictator-
ship of the proletanat

“State capitalism” under the dictatorship of the bourgeoisie
means a consolidation of bourgeois rule and a meansg towards
prolonging the capitalist order of society.

“State capitalism™ under the dictatorship of the proletariat
means, in a definite historic situation, a consolidation .of prole-
tarian power, a transitional means for the purpose of aeccele-
rating the construction.of Socialism.

“Planned Economy under Capitalism”.

The great success of the Five-Year Plan of the Soviet
~ Union, which cannot even be denied any longer by the Social-
Fascists, has led to various governments (France, Rumania,
ete.) working out “five-years plans” or “ten-year plans”, These
are, however, naturally not ‘“plans” in our sense of the word,
but merely governmental (or communal) building programmes.

If the Sccial-Fascists call for planned economy on the
basis of capitalism, their counter-revolutionary object is plainly

apparent. They wish to make out to the masses that the .

tremendous achievements of the Soviet Union in the economiec
sphere are to be attributed not to the overthrow of bourgeois
rule but to planned economy!

By propagating planned economy within the limits of
capitalism (state capitalism) and advancing arguments to
prove its feasibility, they desire to keep theé workers from
concentrating their efforts on the overthrow of the bourgeoisie
and to prevent them from effecting such an overthrow as the
indispensable prerequisite for planned economy.

It is unnecessary to prove that capitalism and planned
economy are incompatible. Suffice it to make two observations
in this regard:

1. Those measures of “state capitalism” which the
bourgeoisie of all countries are at present adopting and which
have culminated in Germany in the Fourth Emergency Decree,
are by no means measures of “planned economy”. On the
contrary, they show a hopeless bewilderment and are obviously
momentary expedients. Far from leading to planned economy,
they have caused yet greater chaos.

2. The Social-Fasecists make out that the s1tuat1on of the
working class would be better under planned state economy
than in the present state of anarchical capitalism.

In the presence of the fundamental contradiction of the
capitalist order of society, the contradiction between social
production and private acquisition, all planned economy is not
only impossible, but would also prove a scourge for the
working class, whose position would be even worse than under
the anarchy of present-day capitalist economy.

Ill. Special Section.

- Germany.

The economic position in Germany has continued to
deteriorate rapidly throughout the last few months.

The following table shows that in 1931, the average of -

all economic activity in Germany has already fallen below
that of 1924,

Figures Illustrating the Economic Position in Germany.

e = S| 2 2] e ® e ) Forei
al = o &p | oreign Trade @
2t 2| Bl | BEE T et
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SSE | Bog | ERE | f-E 825 8 | & | & | &4
283 |~ 5 ZBE| ByE dFEE &
P 2 é’ = @E 4 % | (Th. of Mill, Marks)
1924 — 69 | — 927 76,0 96 | 7.8 | —18 | —
1925 59,9 81| 582 682 | 1056 | 11,7 | 94 | —2,3 | 14805
1926 62,6 78 5,79 2025 109,6 9,7 10,6 +0,9 | 15829
1927 70,7 98 7,81 1312 125,0 13,8 11,0 | —2,8 7870
1928 75,4 100 8,91 1391 134,3 13,6 12,4 | —1,2 | 10595
1929 76,1*) 100 8,90 1916 134,1 13,4 13,5 +0,1 13 180
1930 68-70“) 86 7,10 3140 119,2 10,4 12,0 + 1,6 15486
1931%**¥)| 50—60 70 4,50 4600 105,0 6,7 9,6 +2,9 | 17000

*) Provisionally,

(From “Vierseljahrshefte zur Kon,]unkturforschung , Pt. A,
No. 3, p. 82)

The last few months of the year‘19'31 show a further
deterioration of this state of affairs, which cannot, however,
as yet be recorded in figures.

Productional Index (100 representmg 1928) 1931.

April May June July Aug. Sept. Octob.
76.3 73.9 74.4 71.7 66.6 66.9 65.3

*) Estimate‘

The crisis in Germany is particularly acute in regard to
the production of the means of production, this being a natural
consequence of the over hasty expansion of the productional
apparatus in connection with rationalisation during the period
of progress. The following figures show the relative importance
of the industries producing means of production and mean$
of consumption, respectively, during the last few years:

Share of Important Industries in Annual Production.

(In Percentage Proportion to the Gross Output.)
* Prices of the Year 1928

1915 1925 1926 1927 1928 1929 1930 1931

Productional Goods . 55.3 545 555 53.9 5.0 585 52.6 45.2
Consumptional Goods 44.7 455 44.5 46.1 45.0 415 474 548

(No. 3, Pt. A, p. 36.)

In the production of means of production, the process of
decline has continued in the course of the last few months.
Index Figures of the Output of Important Industries

(Quantities, on the Basis of 100 for 1928)

**) Rough Estimate, ***) Estimate.

Nov,

63%)

Time Total Productional Consumptional

Goods Goods

1929 Monthly Average 1014 105.9 93.5

1930 Monthly Average 83.6 81.9 86.4

1931 July 1.7 66.3 811

1931 August 66.6 61.7 75.1

1931 September 66.9 59.0 80.7

1931 October¥*) 65.3 56.2 81.2

*) Provisional. ) ‘
- (No.3, Pt. A, P.36) ,
As early as October, the output of means of production

fell to less than half that of the year 1929. This process of &
constant decrease in the output of means of production might

have assumed yet greater dimensions, had not a very large -
in part at

portion of the output found a market abroad,
very low dumping prices. How tremendously the absorbing
capacity of the German home market for productional goods
has shrunk, may be seen by the returns of the sales of iron
and steel accordlng to trade federation reports. The flgures 1n
questiont®) reveal the following facts: :

- 18) -Compare the “Frankfurter Zeltung of December 22nd
1931.
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1. In the year 1931, the total sales of iron dropped to
roughly one quarter of that of the year 1929.

2. In 1931, the home sales of iron dropped to one sixth
of the sales in 1927, i.e. from 11,840 000 to 1,960,000 tons.

3. The German home market absorbs no more than one
tenth of the total volume the German iron industry is capable
of producing.

Obviously, under such circumstances, there can be no
question of a profit, which, in the monopolised system of
capitalism, is acquired primarily on the customs-protected
home market, while exportation is carried on at dumping
prices. The small utilisation of the productive capacity renders
production more expensive and leads to an extraordinary
extension of the turnover-period of capital, causing the annual
rate of profit to drop yet far more than the total of the
surplus value. For this reason almonst all the heavy industrial
enterprises are working at a loss. *L 2%+ adverse position being
reflected in the exceedingly low quotations of their shares
and debentures.

Nor is there any prospeet of an extension of the pro-
ductional apparatus for some time to come, and that for the
following reasons:

1. The precondition for an expansion of the productional
apparatus is the prospect of a profitable utilisation of the new
productional plant, of which there can be no question for the
time bheing..

2. An accessory precondition for any such expansion is as 4
rule the possibility of obtaining long-termed credits at low
rates. Only in very rare cases—as in those of particularly
powerful monopoly concerns—are the firm’s own capital re-
sources sufficient for new investments. Long-termed ecredits,
however, are at present not to be had either at home or.abroad.
In the first half of 1931, the capital importation from “abroad
amounted to no more than 191 million marks, while in the
second half year. after the moratorium, there was no capital
importation at all. The sale of debentures and the emission of
shares (putting aside the case of the salving of the Dresdner
Bank) have shrunk to a minimum,

Thus there can be no question of an jincreased investitio-
nary activity or, therefore, of an improvement in the business
" position for a considerable time to come; on the contrary, the
crisis gvill undoubtedly gain in depth and severity in the course
of 1932,

As a matter of fact, the majority of German enterprises
are at the present time already bankrupt. “Material values” are
available, but they have lost their character as “capital” since
their value does not increase, or, in other words, because they
yield no profit.

Position of the Working Class after the Emergency Decree.

Briining’s Emergency Decree served the purpose of uphol-
ding the rule of the big bourgeoisie in disregard of Parliament
and, in particular, of reducing the wages .of the workers in
accordance with the desires of the hig bourgeoisie. While ap-
parently placing burdens on all classes alike through a 10 per
cent. cut of prices and wages, it really represents a one-sided
burdening of the workers, employees, officials, and poor pea-
sants in favour of monopoly capital. We propose to demon-
strate this on the strength of tangible material:

The most important provision of the Decree, apparently
affecting monopoly ecapital in particular, is the reduction of
“bound” prices by 10 per cent. below the status of July 1931.

This measure, while seemingly placing a heavy load on
monopoly capital, is in fact of very little real importance for
the latter, and that for the following reasons:

1. By reason of the growing ecrisis, most monopoly prices
were, as it is, reduced in the second half of 1931 by a corre-
sponding amount.

2. The price cut finds no application to those goods the
prices of which are established by international agreements.
This means that many cartels have still the possibility of
maintaining their prices at the old level if it is in their inter-
_est to do so.

- 8. Infringements of this enactment are punished by a fine
“to-an unlimited amount”, the extent of this penalty to be
determined by the chairman of the cartel tribunal or by his
deputy. It is obvious that the big cartels have a thousand
possibilities of bringing influence to bear on such a judge and
of thus limiting the fines to an extent far below that of the
profit reaped by the infringement, should this appear to be to
their economic advantage.

On the other hand, the burdens imposed on the workers
are real and tangible enough, On January 1st, 1932, the tariff-
wages were to have been reduced to the rates of the tariff in
force on January 10th, 1927; that is to say, from 10 to 15 per
cent. below the level of July 1th, 1931. As a matter of fact,

the tariff wages were in many cases reduced even below this

level, €. g. in the case of the miners.

The bourgeois press tries to make it out that, in spite of
the reduction of wages to the level of January 1927, real wages
still remain higher, seeing that the cost of living has likewise
been reduced. The official cost-of-living figures (on the basis
of 100 to represent 1913) were as follows:

Beginning of 1927 145
Beginning of 1932 130 ,

There is thus apparently a decrease of roughly 10 per cent.
The official cost-of-living index, however, is altogether wrong
in relation to present-day conditions, being based on a con-
sumption which is out of date in view of the present un-
employment and short-time work and of the greatly diminished
income of the working class. It is just the cheapest foodstuffs,
on which the great bulk of the proletariat nowadays depends,
that have been slowest to register a price-drop.

Under these circumstances an adaptation of the tariff
wages to the false index of the cost of living means that the

real wages of the workers have declined at least to the level.

of the year 1925.

- Added to this, earnings such as piece work-wages, and
wages over and above the tariff rates, have dropped tar more
than 10 per cent. since the beginning of 1927, Even the General
Federation of German Trade Unions is forced to make the
following declaration: ' :

“Apart from the diminution of earnings by reason of
short time, the Emergency Decree has reduced real wages by
27—29 per cent. in comparison with the year 1930. The forcible
reduction of the tariff wages to the level of January 1927
will to all inténts and purposes reduce real wages to less
than that standard.” (“Vorwirts” of December 16th, 1981.)

Nor is thére any indication that retail prices will sink
rapidly in the near future. ‘ ‘

For while on the one hand, the Emergency Decree ordains a
reduction of prises, other of its enactements have an absolutely
opposite effect. The turnover tax has been raised from 1 to
2 per cent. (in the case of firms with a turnover of more than
one million marks a year, to 2% per cent.). Since the turnover
tax is collected on the purchase of the raw material and on
that of the semi-finished product, on the sale of the finished
product to the wholesale dealer, on the transaction between
the wholesale and the retail dealer, and also on the sale to
the final consumer, i.e. from three to six times on the selfsame
commodity, this increase means a raising of the final pride by
from 8 to 5 per cent. for the ultimate consumer, the worker.

The rents of dwellings constructed prior to 1918, have
been decreased by 10 per cent. of the pre-war rent, but this
does not apply to sub-tenants. The great mass of workers
renting furnished rooms or merely sleeping accommodation,
are excluded from this rent reduction.

A further pronounced worsening of the workers’ lot lies
in the further restriction of social services.

- Official Unemployment Returns -

(in Thousands)

Recipients of

- Dﬁain (Unelm- Recigients Recigfi‘ents Receiving I.]:neglpIO):d
BT Py Pl qlie Ve
) elief
June 1930 1469 365 — — 2636
Deec. 1930 2165 667 877 674 4383
June 1931 1412 941 1098 503 3954
Sept. 1931 1344 1140 1299 b72 4355
Oct. 1931 1185 1360 . 1408 412 4623
Nov. 1931 1366 1408 1628 787 5059 .
appr. )
Dec. 31 1931 1642 1506 1650 —_ 5666
Jan, 15 1932 1778 1547 — — 5966

In view of the long duration .of unemployment, un-
employment and emergency relief automatically come to apply
to a relatively smaller percentage of the workers; more and
more workers forfeit the poor law relief, which with the

progressive bankruptcy of the municipalities has come to

exist only on paper.
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By the end of December, 43 per cent of all workers in
Gérmany  were ‘unemployed . and only 35 per cent. fully
employed. At present, in January 1932, probably more than
45 per cent. are wholly unemployed. Never before in the
history ‘of ¢apitalism has = there been unemployment “to
-anything like such™ an’ extent. The bourgeois. system has
become an intclerable scourge of ‘the Wo'rkivng class.

The Agrarian Crisis and the ‘Revolt of the Peasantry.

The agrarian crisis has further increased in 1ntens1ty in
Germany and has led, in the last few months, to a revolt
of the broad masses of the. peasantry, taking: the form of an
organised refusal to pay rent or taxes which has forced the
Government to sanction this foreibly er eated situation both in
the Emergency Decree and, before it, in the Eastern Relief
Measure. The big bourgeo*sre already waging a fierce fight
against the proletariat, could not at the same time risk entering
into a struggle against the broad mas sseg. of the peasantry.

The aggravation of the agrarian cris's took place in sm’re
of continual tariff increases; indeed, for the small and middle
peasants it may be said to have come about as a result of
the increased duties on graln and fodder. Agrarian’ customs
protection has raised the prices of agricultural products in
Germany far above the world-market price-level. The duties
amount to as much as 200 per cent. of the world-market prices,

In the current economic year, the situation has further
deteriorated. The sale of meat, vegetables, milk, and eggs has
ranidly declined owing to the- 1mp0ver1shment of the working
class, the clerks, and the urban petty bourgeoisie, and .in
saplte of customs protection, prices ‘are continuing to fall.
This hits the small and m1dd1e peasant ~particularly hard,
while at the same time the price of rye, a typical produet of
the big- landowners, and that of fodder are still maintained
or, in some cases even augmented by means of Government
subsidies.

The revolt of the broad peasant masses has, under such
circumstances, assumed dimensions which render it a menace
to the bourgeoisie. although the leadership is still largely in
the hands of the Hitler party.

The main slogans of the peasant meetings are “Satéguard
the Harvest or Raise new Credits”, “Harvest Work to be
Financed solely by the Yield of this Year’s Harvest”, and
“Payments to be Made only in so far as there is a Working

- Surplus, and that in the following order: a) Wages, b) Bills
of Tradesmen and Artisans, ¢) Fertilisers, Seedcorn, and other
necessary Working Expenses d) Taxes and Interest”

Briining’s Emexgency Decree sanctions this resrolutlon in
enacting that no manner of forced sales may take place for a
pericd of six months (tlll the middle of 1932), the debtor belng
appointed, under supervision of the creditor, official receiver
of his own property. This expedient, first apphed under the
Eastern Relief Measure. has, however, led to a complete
destruction of agricultural cledlt

Far from solving the agrarian ecrisis, the Emergency
Decree has merely created yet greater confusion. The position
of the small and middle peasant still remains hopeless; they
are doomed to wholesale ruin.

The objective presumptions are rapidly maturing of
gaining over broad masses of the small and middle peasantry
as allies of the revolutionary proletariat in a social revolution.

The Financial Crisis and Foreign Trade.

The main factors of the financial crisis in Germany con-
tinue to be the following:

An inflation has not arrived” up to the present. The
_Relchebank’s stocks of gold and foreign bills decline steadily
from week to week; 19) the monetary circulationr increases
(especially through an increase in the ecirculation of small
coin).2?) The gold and foreign-bill cover fluctuates around

19) Gold— & FOI‘elgll—BlH Holdmgs of the Reichsbank:

Millions of Marks
End of September 1931 . 1,440
End of December 1931 . 1,156

Of this total, 600 miillion marks have been borrowed from
foreign banks of issue.
2") Total Clrculatlon of Legal-Tender
Millions of marks

6,123
6,416

January T7th, 1931 .
January Tth, 1932

20 per cent. The rate of circulation, meanwhile, has become
very slow; much money is hoarded by reason of the collapse
of the. credlt system; puces drop, but there is no sign of an
increased anxxety tc acquire material values.

In relation to foreign countries, the stability of the mark
rests on: the moratorium for short-term debts and  for
Reparations. After several weeks negotiating, the standstill
agreement was prolonged for another twelvemonth. .

The report of the Young Plan Committee of Experts®)
furnishes a complete survey of Germany’s liabilities for 1932
in the way of foreign debts. We may here reproduce the most
important figures in this regard: : :

: Liabilities in
Millions of Marks
Long-term Publicly Inves»ted Debts: Intelest &-
Amortisation . 670-820
Mortgages on Real Estate (Capltal 715 Million

Marks) . A 43
Advances & Clalms a, (98 Mllllon Marks) .o 113
Native Debentures in Foreign Hands (400 Mil-

lion Ma‘ks) .2
Real Estate in Forelgn Hands (2[000 Mﬂhon

Marks) . 50

Shares in Forelgn Hands' (2 5003500 M11hon

Marks) .. - 100
Short-terms Debts (Total not Indlcated) 600-700
) Together  1,600-1,850
Estimated . Revenue {from ~ German Capltai .
Investments Abrcad : . “300-400
‘ 1,300-1,450

Since these figures have also been signed by the German
experts, we may consider .them as approximately representing
the true state of affairs. If we add to them the Young pay-
ments of roughly 2,000 millions, there results an annual
encumbrance (apart from any repavment of short-term debts)
of something between 8,300 and 3,500 million marks.’

. Over against this, there is a "balance on- Germany’s
foreign trade to an amount of 2874 million marks for the
year 1931, 1912 million thereof falling to the share of the
second half-year. 1t "would thus seem ‘as though Germany
were in--a position to pay at least part of the Reparations.

- For the future. however, a favourable balance of foreign
trade to anything like this amount appears highly improbable.
The export surplus above mentioned resulted through the
forcible restriction of raw-material and foodstuff imports, in.
regard to volume and not only in consequence of the price-
drov. Foodstuff imports declined from 2969 million marks in
1930 to 1.970 millions in 1931. raw-material imports from
5505 million marks to 3,475 million marks. This pronounced
recession is a symptom of the crisis and is to-a great extent
at the expense of a depletion of the stocks of foreign raw
materials. which cannot be continued indefinitely. On the
other hand. the exportation of finished industrial products is
meetng with increasing obstacles in the -way of protective
duties, foreign exchange regulations, and the l'ke. We may
therefore safely assume that in the year 1982 the export
surplus will be substantially smaller (according to our own -
estimate, aporoximately the half) A margin for Reparation
payments will thus hardly be available, Therefore, the Repara-
tion creditors will, willy-nilly, be obhged to consent to a
prolongation of the moratorium.

* *
*

Summing up, we may say that the favourable commercial
balance is merely an outcome of the crisis. It was attained by
a forcible restriction of imports and promotion of exports at
low prices, rendered possible by an intensified exploitation of
the German working class. As long as-the moratorium is in
force for Reparations and short-term debts, the favourable
trade balance has rendered possible a maintenance of currency
stability in Germany But the greater the spread of currency
depreciation in the world, the more difficult it will prove.
for German capital to retain its competitive ability on the
world market on the basis of mark-parity and the greater will
be the outside pressure making for an inflation, the internal
presumptions of which—increased monetary mrculatmn and
great extension of the Reichsbank’s eredit in relatlon to the

1) Complete. text published as a supplement to the’
“Economist” of January 2nd, 1932. . - ’
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decreased goods’ tirnover and greatly dlmlmshed prices—have
already long obtained,

Each frésh' enhancement of ‘the revolutionary wave or
any outside influence can thiis lead to a collapse of the Ger-
man-currency; a collapse which would be bound to assume
incomparably greater dimensions than has been the case in
“Great Britain. :

Fran ce.

Dunne; “the last few months there has been a further
aggravation “of the economic_crisis in France. The hopes of
the French bourgeoisie that the crisis Would pass over France
have proved fallacious.

Measured bv industrial productwn, the extent of the
cr151s is smaller .in France than in the other greater countries.

Productional Index in October 1931,
(On the Basis of 100 to Represent 1928.)

Germany France Great - Poland - Canada TUnited
Britain : ) States
663 . . 929 - 795 - . 706, 68.5 68.5

. There -is, however, no .reason to assume that the crisis

will not acquire the same dimensions in France as in other.

countries, On the contrary.
The following tahle may serve as a starting point for
such an analysis:
"~ 7 _Index of Industrial Output in France,
(On the Bas1s of ‘100 to Represent 1918.)

. . - Total Machinery  Building Foundries' Textiles
Peak, May 1930 . 144 161 143 132 86
May 1931 . .‘ 129. 142 126 11 78
October 1931, . “117 129 121 96 63

In analysmg these f]gures, the ffollowing significant

facts may be established;’

I R Oontrary ‘ta” the- case in other countmes, the peak of
industrial output was attalned not.in 1929 hut as late as May
1930. In France, the crisis set.in a’twelvemonth later than in
other countries, .
.. 2, During. the last Iew months there has been an
aceelerated dechne .in. output. Between May 1930 and May
1931, the decline . of . all: industrial production amounted to
10. 4 per cent., and in the subsequent five months, from May
to October 1931 t0 9.8. per cent.

"8, . In examlmng the decline of output under Section I
(foundries, engineéring, building) and under Section II
(textlles), we can_observe that the decline from the business
peak in Section II is substant ally  greater than that in
Section I. The decline in engineering figures at 20 per cent.,
in the foundry 1ndustry at 27 per cent., and in building at
16 per cent., while in the textile industry it is 26 per cent.

In every crisis, however, the production of means of
production generally declines far more markedly than that of
the means of consumption. This is particularly the case in-the
present period of a- general crisis of capitalism, which is
characterised. by .a constant superabundance of unutilised
means.of production and unexploited fixed capital. These facts,
the delay by a twelvemonth in the commencement of the
crisis, the accelerated decline during the last few months,
and the (hitherto) relatively smaller dechne——ln comparison.

- with other countries—of industrial output in general and of

the output of means of production in particular, afford a
- gua~antee that the full development of the economic crisis
in the realm of production is still to come in France. There
is. o  reéason to assume that in France the erisis will be
- -of lesser dimensions than on an average in other countries,
-, " The Legend of the Exceptional Position of France.

"' The assertion that France is less involved in international
"eéconomy than the other great Powers, is absolutely untrue.
A book under the title of “The Economic Forces of the World”,
- published by the Dresdner Bank, Berlin, contains (on P. 174)
the following data: . .

" Foreign Trade in Peré‘entag‘e Proportion to Home Production
(including Services)

' ' Exports Imports
United States ... . . . . . « . ... 7 6
Japan- . . .. .- . .. ..o L L 2 22
Ttaly . . . . . . .. 0oL o 21 23
Germany & . . ..o ... . . 23 25
 France . e e e e e e e 24 24 -

Great Britain . . . . . .o« ... 25 32

“The ' great dependence of ‘French industry on the world
market may be seen by the following figures, culled from
the same source as the above (P.150):.

Percentage Share in the Total International Experts of
Finished Goods.

o 1913 - 1925 1928

France . . . . . . . 11 12.2 10
Germany . . . . . . 213 139 16.4
Great Britain . . . . 28 2657 233
Un'ted States . . . . 11 15.7 18

Another main argument advanced in favour of the excep-
tional position of French ¢conomy, is the assertion that France
possesses a particularly strong agricultural basis in the country
itself. The following oomparatlve figures will show that this is
not the case:

Percentage of Earners in Agriculture & Forestry®?).

France (1926) 38.3
Germany (1925) 30.5
Austria . (1923) 39.9
Ozechoslovakia (1921) 40.3
Ttaly . . (1921) 55.7
United States (1920) 26.3

There ean be ‘no doubt that not only is the relative impor-

tance of agriculture in France constantly on the decline by

reason of the rapid development of industry, but that there is
an absolute decline in agricultural production, as will be seen
by the following figures:

Area under Cultivation

(Thousands of Hectares)

(Comp\uted from the Returns of the “Annuaire International
Statistique Agricole 1930/31”)

Wheat Rye Barley Oats Potatoes Vineyards

1909/14 . . .. 6787 1253 804 3978 1646 1686
1927/30 . . . . B317 762 727 3468 1448 1582
1931 . b0O57 7i8 793 8496 —e i
Decrease o )

from 1927/30 1470 - 491 67 510 198 104
Percent, Deer, .. -~ 22 38 8 13 12 6

The delayed outbreak of the erisis in France is thus not
the consequence of a—non-existent—exceptional posmon of
French economy among the great. Powers. In every crisis there
are inequalities of development of this kind, to be explamed
on the basis of concrete historical conditions. In this case it is
obvious that the special boom in the sphere of the means of
production, which was brought about by the reconstruction of
the devastated territory with the aid of German Reparation
payments, and the fact that currency stabilisation took place
later in France than it did in other countries, are two main
reasons for the tardy commencement of the crisis in France.

A really _exceptional position in relation to other states,
France occupies at present in regard to currency. The enormous
accumulation of gold and the possession of gigantic sums in
foreign exchange, give the French currency a privileged
position in comparison with the currencies of other states,
even such among them as have so far not suffered a visible
depreciation. This privileged position (as we had oceasion to
point out in our last report) enables French finance eapital
to exercise a strong political pressure on the other countries,
Austria, Germany, Great Britain, and even the United States
in the interest of France’s political authority in general and
of the Reparations question in particular. At the same time,
this exceptional position of France is conneeted with great
drawbacks in regard to foreign trade. The more the general
depreciation of currencies spreads, the more difficult it must
become for France to maintain its exports and to keep the
importation of foreign goods within the desired bounds.

Formation of Foreign Trade.

Under such . circumstances, the development of foreign
trade acquires quite particular significance®®). :

22) “Statistisches Jahrbuch des Deutschen Reiches”, inter-
national survey, P. 25

”) The “Economi-s»t” of January 23rd, 1932, publishes the
following index of French forcign trade (on the basis of 100 to
represent 1929):

Imports  Exports
1930 . . . . . 96 85
91 ... ... . 72 61
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France’s foreign trade is characterised by the rapid decline
of exports. )

Foreign Trade in the 3rd Quarter in Millions of Francs

1929 1930 1931 Decline from 1929
Exports

12,288 9,997 7,171 40 per cent.
Imports :

13,254 12,393 10,171 24 per cent.

The change in the dynamics of French foreign trade—
increase of imports and decrease of exports—is still more
marked in the following table, in which foreign trade is
computed on the price-basis of 1913%),

French Foreign Trade in the First Nine Months (100 for 1913).

1928 1929 1980 1931
Imports 116 133 143 141
Exports 148 147 131 112

In October and November, the development continued along
the same lines: :
Foreign Trade in Millions of Francs.

Imports Exports
1929 1930 1931 1929 1930 1931
September 4302 4225 3346 4208 3361 2435
October 4510 4518 3123 4387 3493 2535
November . 4757 4265 2891 4268 3431 2385

The French bourgeoisie tries by all possible means to
promote exports. The home prices of monopoly goods are far
higher than the export prices. Dumping is being carried on
all along the line. This is supported by the freight-tariff
policy of the French railways, which are greatly under the
influence of the state. ’

Besides currency depreciation, it is Great Britain’s
abandonment of the gold standard which has hit French
exports especially hard. Not onlv are special products of
French agriculture, vegetables, fruit, flowers, etc., seriously
affected, but also those branches of the finishing industry
which have been particularly adapted to exportation to Great
Britain.

" The French Government hag had recourse to a number
of reprisals against British imports into Franee such ag a
15-per cent. “currency surtax” on all duties on British goods
and a more drastic quota system for the import of British
coal. As a matter of fact, a tariff war if being waged, more or
less openly, between Great Britain and France.

In other respects, too. the main endeavour of the French
Government is being directed towards placing as many
obstacles as possible in the way of foreign imports. To mention
briefly the most important measures of the last few months,
the Government has introduced obligatery milling, to 95 per
cent., of native wheat, import restrictions on coal and sugar,
an import prohibition on nitrogen, restrictions on the import
of cattle, the obligatery use of native coal for governmental
and communal enterprises, and an 18-per cent. customs surtax
for goods from countries with a depreciated currency (in
some instances also applied to goods from Germany).

*

* *

.Dt.lring' the last few months, for which no comprehensive
statistical data are as yet available, the crisis has greatly
inereased, as may be seen by all newspaper reports.

“The situation of the French coal-mines,” writes the
“Frankfurter Zeitung” of December 12th, “has continued
to deteriorate. The decline in the French consumntion of
coal is estimated at something between 850,000 and
1,000,000 tons of coal per month, i.e. from 10 to 12 per
cent. The North-French pits work no more than five days
-4 week, and in some districts idle shifts are still more
frequent. The pithead stocks amount to about 5 000,000
tons. or as much as_a month’s output, which is very much
considering the poor quality of French coal.”

The position of the iron industry is likewise rapidly
declining. As early as November, “I’Usine” estimated the
degree of occupation of the iron industry at no more than
50 per cent. of the capacity of the works.

A certain relief, meanwhile; is provided- for the French
iron industry in the way of public orders.

A further. source of orders to the heavy industry is the
military armaments, on the part both of France itself and of

#4) “Statist” of November 19th, 1931

its vassals and Japan, which countries are to a great part
supplied by France.

The French automobile industry suffers acutely under the
crisis, as does also the textile industry, a fact clearly shown
by the .productional indices published at the commencement
of this chapter.

The superabundance of loan capital, moreover, synchronises
with -an extraordinarily restricted emissionary activity.
Monetary capital is available in plenty, but the growing
crisis hampers the new investment of capital very considerably.
This is best to be seen by the number of share emissions in the
last few months: :

Emission of Shares in Millions of Francs®®).

Increases of Share Capital New Foundations

1930 1931 - 1930 1931
July 319 132 - 36 17
August 136 35 17 13
September 185 153 48 20
October 387 79 121 9
November 138 80 43 45

The rapid deterioration of the business position may als_o
be seen by the development of share quotations. On the basis

-of 100 to represent 1913, the share index shows the following

development: .
Average 1931
1929 1930 July  October  November
506 437 365 249 243

Great as this decline is, it yet falls far short of that in
the United States and in Germany; however, a further acute
decline seems to be inevitable. i

The bankruptcies, open and concealed, of leading enter-
prises continue undiminished. Much the ssme a3 in Germany
or if anything in & still greater degree, it is the State
Treasury that comes to the aid of the bankrupt enterprises in
various ways. Indeed, the tremendous subsidies made to French
firms threatened with bankruvtcy and to the vaseal states of
France, are rapidly consuming the surplus of the French Trea-
sury and threatening the equilibrium of the State budeet.
With the growth of the erisis, the revenue from taxation
decreases. An augmentation of taxes is an absolute necessity,
but in view of the Parliamentary elections in the spring the

. Government and all Parties fight shy of putting through an

increase of taxation at the present juncture.

In our last survevy we vointed out that in spite of the tre-
mendous strck of gold in France, the situation evinces elements
of an inflation. This is to be seen not only in the anxiety of
the povpulation 10 exchange banknotes into gold and to hoard
the latter, but also in the extraordinarilv increaced fiduciary
circulation despite this process of hearding. Since 1928, the
note cireulation has increased by 22,000 millions, or 33 per cent.,
although wholesale prices have drooved 20 per cent. and pro-
duction has receded 20 or 25 per cent. In comnarison with the
sum total of gnods in cirenlation. therefore. the note circula-
tion is ahnnt druble what it was in 1928, a fact which provides
a potential basis for inflation.

Furthermare it is anparent that France’s balance of pay-
ments is becoming less and less favourable. If we consider the
French balance of nayments for 1929. ac ermputed by Mevnard,
Wo can ohserve that the surplus of 13.800 million franes is
based on the chief sources of revenue, viz.:

Tourist Traffic

Reparations . . . . . . ¢ . . 6.70n Millions

Yield of Foreign Investments . - 5.800 Millions

Of these. Renarations have for the time being been
susnended. while tourist traffic has greatlv shrunk hy reason
of the international economic crisis and will probably shrink

8500 Millions

still ‘more in consequence of currency depreciation, which

makes France a very expensive country for foreigners in
general and British penple in particular. The vield of invest-
ments abroad. meanwhile, has been greatly restricted by the
heavv removals of French capital loaned for short terms in
foreign countries. ° ’

The Effects of the Crisis on the Working Class.

The effects of the crisis in France weigh more and more
heavily on the French working class. Unemployment and
short-time work are rapidly spreading. On December 1lth,

Minister of Trade Landry estimated. the total of fully un- .
employed at 800,000 and that of short-time workers dat

%) “Le Temps” of December 21st, 1931.

-
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2,800,000. The alleged total of fully unemployed in no way
corresponds - to the actual figure. Even ‘the “Times”
correspondent in Paris found himself induced, on December
11th, to state that “The real total of fully unemployed is
probably one million at least” ‘ .

Of this million, only 104,000 were, early in December,
in receipt of welfare relief through the municipal authorities.
The position of the workers actually employed, is con-
siderably ‘aggravated by the faet that the cost of living has
remained practically unchanged in the face of falling wages
and an extraordinarily widespread system of short-time work,
According to official statistics in Oectober 1931, the cost of
living in Paris was rather higher than the average of the
year 1929 2), ‘

That the cost of living remains unchanged iy to a great
part due to the high agrarian duties, which lead—much as they
do in Germany—to an accentuation of internal differences.
French industry, in order to be able to compete on the world
markets, is endeavouring to reduce wages as far as possible,
but meets with the opposition of the workers, who point to
the unchanged level of the cost of living. Hence the demand
of French industry in general, and of the heavy industry in
particular, for a reduction of protective agrarian duties, so
that a fall in the cost of living may facilitate a cut in wages.

Upon the initiative of M. Blum and with the support of
the Social-Fascists, the French Government is attempting to
shift the burden of unemployment in France as far as possible
onto the foreign workers. On December 22nd, a Bill was
passed in the Chamber, restricting the number of foreign
workers in all public works to 5—10 per cent. and making the
percentage of foreign workers permissible in .industry and
commerce subject to a decree yet to be promulgated. Agri-
cultural enterprises are exempted in this regard. Foreign
workers entering the country as agricultural labourers and
subsequently passing over into industry, are to be expelled.
The immigration of foreign labour is to be greatly restricted.

The number of foreign workers in France is extremely
great. According to the census taken in March last, there
were within the frontiers of France no fewer than 2,890,923
foreigners, the bulk of this total obviously representing
workers. - -

* ® *

In summing up, we may point to the following conclusion:
. There is. no reason to assume that France occupies an
exceptional position as against other countries. The belated
appearance of the crisis in France therefore by no means
_ implies that in that country the crisis will continue through-
out to maintain a milder form than elsewhere. French
economy, and the French working class in particular, have

still to face the worst of the economic ecrisis.

Great Britain.

For Great Britain, the last few months have been a period
particularly rich in events.

Economically;, this period saw the end of the gold
standard, the drop of the pound sterling to 68 per cent. of
its par value, and the adoption of tariff protection.

In the sphere of home politics, it saw the formation of a
“national” government, the open going over of a_ section of
the Labour Party with- MacDonald at their head from the
Labour camp into that of the bourgeoisie, an annihilating
defeat of the Labour Party (despite the 6% millions of votes
they recorded at the eleetions, out of their previous 265 seats
they held only 52) by the putting-up of joint candxd.ates of
the “national” parties in all endangered constituencies, the
reduction of Lloyd George’s Oppositional Liberal Party to a
little group of four members, and an intensified attack on
the working class, indiréctly through currency depreciation
and protective. duties and directly through cuts in wages and
unemployment relief. .

) Comparative Development of the Cost of Living in the
most important Countries.
(On the Basis of 100 to Represent 1913-14.)

Germany France United Italy TUnited

Kingdom ‘States
1928 . 151.7 1054 168 1322 1619
1929 . . 1538 112.8 154 136.7 161.4
1930 . ... . . 1473 1183 158 133.7 154.3
1931 January . 1404 1197 153 125.7 145.2

1931 September

to pOctober 133.1 114.8 145 1194 1367

In foreign politics, it saw a policy of extreme caution, a
strengthening of hostile attitude towards the Soviet Union,
support of the Japanese predatory expedition against China,
and in the Reparation question, in spite of various diplomatic
subterfuges, ultimate subordination to the policy of France.

In brief, the British bourgeoisie seeks to escape from the
crisis by adapting its economic and political system to the
systems of the other imperialist Powers and by liquidating
such peculiarly British characteristics (i. e., above all, Free
Trade) as have resulted from the former monopoly of British
industry on the world market.

QObviously, the change to protection cannot constitute a
way out of the crisis, seeing that it is just the eountries which
have developed their protective-tariff system to the utmost,
viz. the United States and Germany, that are most seriously
hit by the erisis. The British bourgeoisie, however, still hopes
by this change to be able to combat the chronic crisis of
British economy which has practically existed ever since the
end of the war.

Elaboration of the Protective-Tariff System.

The construction of the new system of protective tariffsis
being effected stép by step. The new Cabinet has been
empowered by Parliament (through the abnormal Importations
Bill) to impose duties up to 100 per cent. on any classes of
goods it might specify. Since the impending adoption of a
protective tariff was a matter of general knowledge, British
importers speeded up their imports immediately upon the
formation of a “national” Government, while foreign manu-
facturers made big deliveries to stock. In this way it was
easy enough to point to “abnormal” importation.

In November the first Board of Trade Order was issued,
which put a 50-per cent. ad-valorem duty on a great number
of industrial products, the most important of these being
earthenware, tools, cutlery, wireless articles, typewriters, wool-
len goods, stationery, perfumery, and toilet articles.

Shortly afterwards, a second series of goods came under
the same 50-per cent. ad-valorem duty, chief among them
glassware, woollen yarns, carpets, linen goods, and pocket
knives,
~ The situation is now such that of the goods designated by
British foreign-trade nomenclature as “manufactured or
mainly manufactured”, the import value of which figured in
1930 at 307 million pounds, goods to a total value of 110 mil-
lion pounds are dutiable, thereof 70 million pounds’ worth on
the strength of earlier legislation and 37 million pounds’ worth
by virtue of the two decrees mentionel above. (Data supplied
in Parliament on December 4th by the Parliamentary
Secretary of the Board of Trade.) S

The new duties affect in the first place the great European
industrial lands, i.e. France and Germany and in part also
Sweden. They have already called forth reprisals on the part
of France in the way of a 15-per cent. restriction of the import
contingent for coal and a surtax against British goods on the
ground of the depreciation of the pound. Hard words were
uttered in Parliament in both countries, yet harder words
appeared in the Press, but they did not lead to any con-
sequence.

The third general customs decree, intended to impose a
10 to 15 per cent. ad-valorem duty on all finished goods
hitherto free of duty, is at present in preparation. Bit by bit,
and not without resistance, but nevertheless inexorably, the
British bourgeoisie progresses towards full blown protection,
just as we have for years past foretold would be the case.

The knottiest point is undeoubtedly that of agrarian duties.
In Great Britain, farming is not a matter of prime importance;
in 1921 only 8 per cent. of all earners made a living thereby—
more recent returns are not available. But the big landowners
have plenty of political “pull” in the Conservative Party and
will not miss the opportunity of raising the ground-rents. The
plan now envisaged is that of a combined system of tariffs and
quotas. The mills are to be obliged to mill 15 per cent. of
homegrown, b5 per cent. of Dominion-grown, and only 30 per
cent. of foreign-grown wheat. There is to be a preferential
duty for Dominion wheat. This matter is not to be decided
until the summer, on the occasion of the Empire Conference
at Ottawa. The difficulty lies not only in the traditional
antipathy of the British consumer to food taxes, but also in
the opposition of Argentina, in which country Great Britain
has invested tremendous sums and which is one of the biggest
markets for British industry.
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; Development of Sterling: .

The movement of the sterling rate has thus far borne out
the prognosis made by us three months ago. The rate fell to
3.21 dollars to the pound and then rose, with fluctuations, to
3.45 in the middle of January. The depreciation is thus about
30 per cent. This development appears to have ensued quite
freely, without intervention on the.- part of the Bank of
England. In view of the very small gold holdings of the Bank
of England, such intervention would, indeed, be a difficult
matter. (Within the period in question, the Bank.of England
has lost roughly 15 million pounds worth of -gold, or about
10 per cent. of its holdings at the time of the abandonment of
the gold standard ) :

The depreciation of the pound sterling has entailed a rise
in prices which is noticeable mainly in the case of foreéign
goods, while native goods and retail prices seem slow to
follow the currency depreciation. o o

The “Economist” index—on the basis of 100 to represent
the level of September 19th, 1931, the day on which the gold
standard was abandoned—showed a level of 109.6 on January
13th, 1932, while the same index in gold showed 94.5. The
difference is roughly 16 per cent. or about half the deviation
of the sterling rate from parity. The adaptation may thus be
said to have ensued rather rapidly. On the other hand, the rise
of retail prices is far slower—as is always the case at a time
of ineipient inflation.

Development of the Economic Position.

The time that has elapsed since the commencement of
inflation and since the introduction of the first protective
duties is not yet sufficiently long to permit of any definite
conclusion as to its consequences. . .

The devolopment of the individual lines of production has
varied. The greatest profit has been reaped by the textile
industry, the American section of which worked in December
to 77 per cent. of capacity, computed per shift, as against
55 per cent, prior to sterling depreciation®?). In other lines,
e.g. footwear, leather, woollen goods, there was an im-
provement immediately after the sterling collapse, which
however ended as soon as the goods on hand had been disposed
of. Improved business conditions still continue in those textile
works which produce goods of finer quality for the home
market,. i

In coal-mining the improvement was but short-lived, while
in engineering and shipbuilding there has been no improve-
ment at all. . :

The index of the “Economist” for November and December,
it must be admitted, shows an upward trend in regard to the
main lines of industry. -

Index of the “Economist”.
(100 representing 1924.) )
July  Aug. Slept. Oftob. Dec

Nov. - Dec

S 1931 1931 1931 931 1931 1931 1930
Imports: - : S
Raw Materials . . 91 83 78 75 81 95 108
Non-Ferr. Metals 118 111 108 95 99 94~ 110
Exports: s
Finished Goods . .- 66 64 -66 64 64 64 719
Consumption: - :
Iron & Steel . . . 88 83 77 79 0N 98 91
Coal . . . . . . 93 90 90 93 -100. 107 =~ 111
Cotton , . . . . T4 79 75 70 86 .. 96 81
Rubber . 354. 410 365 865 243 . 266 . 381
Electric Power . . 97 - 96 98 105 - 118 . 128 120

The consumption of coal, iron and steel, cotton, and elec-
tric energy shows a considerable increase in comparison with
September; it seems, however, that this is a transient pheno-
menon. The exportation of finished goods so far shows no im-
provement at all. : ) i )
~ There is absolutely no sign of an inflation boom .in the
form of an increased investitionary activity.

Emission of New Capital:
(Millions of Sterling.) ) o ‘
4th - Together

ist 2nd 3rd

) Quarter 7 o
1930 . . . . . 8.7 819 - 229 753 2678
1931 . . 452 445 - 90 . 39 1021

Great Britain’s ‘balance of payments. has developed worse
than was generally expected, especially by reason of the great

27) December report of the Midland Bank.
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deficit-of the balance of ‘trade.. The most important data
regarding the latter are as follows: o . L

' Foreign Trade in Millions of Pounds.

1924 1929 1930 (1931
Imports . ... . . 12774 1220.8 1044 862.2
Total Exports . . . 941 839.1 667.6 433.2
Net Exp. of Fin. Gds. . 618.9. — 440 290.6
Defi_CIt e e e 336.4 381.7 . 386.4 409..
Deticit Percentag : ‘
of Imports . . . . . . . 26 31 37 48

‘Thus we see a rapidly increasing percentage (in 1931
almost one half) has had to be covered out of “invisible ex-
ports”, i. e. out of revenue from capital investments abroad,
from shipping, from commission business, etc. The estimates
of these invisible exports are not at all reliable. The “Eco-
nomist” of December 12th, 1931, gives the following figures
(representing millions of pounds). : '

1929 1930 . 1931
474 to 499 401 to 431 301 to 356
Even if the higher‘figure is accepted as correct, there
results for 1931 a deficit on the balance of payments of
53 million pounds; if the lower figure is accepted, ‘there is a
deficit of 108 millions. .
Unemployment and the Position of the Working Class, .-

The reduction in the number of unemployed is vaunted
as the greatest achievement of the new policy. The last
weekly report of the year 1931, gives the following figures
for the position on December 21st: '

Unemployed  Dec. 21st Dee. 22nd Increase  Decrease
1931 1930 '

Men . . 2,005,077 1,733,050 272,027
Youths . 58,369 60,461 2,092
Women . 402,846 . 565,375 162,529
Girls . 40,427 49,485 9,068
2,506,719 2,408,371 - ‘

Total Increase: 98,348,

For the propér understanding of these figures it should
be pointed out that they are the totals, not of the unemploy-
ed but of such of the unemployed as are in receipt of benefit.

The National Govérnmernt has employed drastic measures
for the purpose of diminishing the number of unemployed
in receipt of benefit, especially as regards married women

formerly in receipt of benefit. In this connection, a “means

test” has now to be undergone. Hence the above change, the
number of unemployed men increasing within,a twelvemonth
by 272,000, while that-of unemployed women apparently
decreased by 162,500. Numerous men and youths, however, have
likewise been struck off benefit. S

According to the “Ministry of Labour Gazette” (January
1932), the number of insured workers actually - employed
figured as follows on a yearly average (here expressed in
thousands):

1924 9,514 1929 - 10,207
1925 9,599 1930 9,785
1926 9050 1931 9,409
1927 10003 Dec. 1930 9AT5
1928 10,007 Dec. 1931 9,593

These figures show 1, that in 1931 the average number of
employed workers had dropped below the level of 1924, and
2. that, between December 1930 and December 1931, the number
of employed workers- increased by 118,000, a number which
does not suffice to compensate for the increase in the total
of those seeking employmeént (natural accretion and inereased
supply by reason of accelarated differentiation in the erisis).

If, finally, we consider the percentage of unémployed
insured workers, in recept of benefit, the position appears
as under: , o ‘

' Percentage of Relieved Unemployed

1930 1931 1931 - 1931 1931.
December . September  Oectober November December
20.2 ) 22,6 o219 21.4 209 -

These are the figures so repeatedly cited in public when
any reference is made to the success of the National Govern-
ment, but these figures represent uneémployed in receipt of
benefit and not the actual mumber of unemployed. . s

E)
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In' order fully “to understand the unemployment questwn
in Great Britain it must also be borne in mind that many
nominally fully employed workers are in fact not really fully
employed and do not draw full wages.

‘Theough the number of employed workers has somewhat in-
creased in the last few months, the actual real wages of fully
employed workers have declined owing to the price-increases
and to wage-cuts (sailors, railwaymen, dockers, etc.). The worst
is, however, still to come. Currency depreciation and new
tariffs have so far only taken effeect in a limited degree. at
any rate to judge by the offmlal cost- of living figures (100
representing 1930):

September - October November Deeember =
145 - 146 148 - 147 -

Probably the actual price appreciation is already greater.

A word, finally, on the paupers, i.e. indigent people in
receipt of regular relief. On November 1st, 1931, their total
was no less than 1,061,044, or roughly 265 per cent. of the
total population (ab agalnet 1.7 per cent. before the war).
- Approximately one per cent. more of the population have
become paupers, including some tens of thousands formerly
insured against unemployment?®).

United States.

In the United States, too, the crisis has spread and intensi-
fied during the last few months. Measured by the volume of
industrial production, the extent of the crisis will be seen to
have assumed alarming dimensions.

Index of the Federal Reserve Board
(160 Representing the Qutput of 1923—1925).
June 1929, Maximum: 129, October 1931: 71.
Decline: 45 per cent.
Index of the “Annalist”.
May 1929, Maximum: 110.1. - . November 1931 85.
Decline:” 41 per cént.

The partlcular depth of the crisis is caused by the un-
precedented deecline in- the output of means of production.

The closing months of 1981 .brought a renewed décline in
industrial output, as the “Anmnalist” index shows:

“Annalist” Index of Business. ) :
Deec. Nov. Oct. Sept. Deec.
: 1931 1931 1931 1931 1930
Output of Pig Iron . 319 363 374 394 - 531
Output of Crude Steel . 327 40.7 355 87.3 492
Laden TFreight-Cars . 656 658 679 673 80.0
Electricity Production . 759 759 ~ 775 817 8.9
Output of Hard Coal . 646 666 683 69.4 - 855
Output of Automobiles 660 3834 262 404 913
Consumption of Cotton 721 728 741 839 714
Consumption. of Wool .. — 754 . 821 1013 65.0
Output of Footwear . 79.2 717 743 945 . T1.2
Output of Zine . 43.0 419 441 453 638 .
Total Index 658 . 650 661 708 76.1

The exploitation of the productive capacity of the automo-
~ bile factories in the United States has sunk to a minimum:
The peak production was 622,000 cars in April 1929, correspond-
ing to a yearly output of 7% millions. Even then, capacity was
not wholly exploited, -estimates of the total capacity of the

" works varying between 8 -and 12 million cars a year. If we

~assume 10 millions, the capacity of the works will appear in
1931 to have been explmted to about 23 per cent., and in the
month of November in particular (output 69 000) to roughly
8 per cent.

- Not much better than this is the state of the steel in-
" dustry, in regard to which exploitation dropped at the end of
“<December to 20 per cent. of capacity.

In this connection mention should also be made of the
extremely severe restriction of the building industry, not only
‘in 1931 but apparently already in 1932. The Federal Reserve
. Board publishes the following
Index of Building Aectivity:

(100 to represént 1923—25) o
© 1st 2nd 3rd 4th Quarter

79 65 59 49

The sum total of building contracts concluded in the last
few months of 1931 and determining the constructional activ-

1931

28) “Pimes” of December 31st, 1931,

ity dur1ng the oarly 1non‘chs of 1932 is still substantially
lower, so that a change for the better in building in the
course of the current year seems out of the question,

If, moreaver, we take into consideration the catastrophic
°1tuatlon of the railroads®®),  whose orders of rails and rol-
ing-stoek are bound to be insignificantly small*®) during the
current year, it will be geneérally recognised that there can
be no question of the crisis in the United States coming to
an end in the course of 1932, The superfluity of. fixed capital
characteristic of the  general. crisis of capitalism is parti-
cularly pronounced in the United States. True, it does not—as
many “Left” comrades would have us believe—obviate the
possibility of ‘a capitalist way out of the crisis (always sup-
posing the rule of the bourgeoisie not to be overthrown),
but it rendérs it far more difficult, makes for a longer dura-
ticn of the crisis; and. is bound also to lengthen the subsequent
period of depressmn

It is obvious that the very small exploitation of the pro-
ductive apparatus must lead to a great diminution of profits.
This was already the case in 1930. The recently published of-
ficial returns in regard to income tax present the matter as
follows®):

No. of Joint-Shock
Companies with a

Net Profit Grosxsy-'l’akings
(Millions of Dollars)
1929 263,768 . 112800 10,260
1930 214 412 - 79,100 5,630
Number of Joint-Stock Companles without a Net Profit
1929 181,641
1930 ; 231 287
Number of Joint- Stoek Companies witheut any Income
) whatever
S de30 o h24
The big individual incomes also show a decrease:
) Number of Persons with an Income of
more than aOO 000 300,000 100,000 Total
to : to over
1,000,000 -1, 000 OOO 500,000 300,000 100,000
Dollars Dollars "Dollars Dollars Dollars
1929 504 967 1,622 11,608 14,701
1930 149 311 B51 5,141 6,152

This decrease synchronises with a powerful tendency
towards centralisation. There -are masses of open bankrupt-
ciés of small enterprises and numerous veiled failures of big
enterprises, the latter mainly hidden by means of mergers.

The Financial Crisis.

The financial erisis continues unabated in the Umted
States. True, there has so-far been no depreciation of the
currency, but the elements of inflation undoubtedly exist, and
Hoover’s policy ‘of an artifical mobilisation of frozen credits,
is calculated to acceleraté inflation, .

The most important factors of the I1nanc1al crisis are as
follows:

a) The deficit of the government budget in 1982 will
figure not at 2,100, but at the very least at 2,500, million
dollars.

b) Bank failures continue to occur. In the course of 1931,
8 000 banks went bankrupt, no more than 37 of them having a
share capital of more than 1,000, (lOO dollars and 4,800 a share
capital of less than 25,000.

c) There is a continual withdrawal of deposits from the
banks. In October and November, 1500 million dollars’ worth

of deposits were withdrawn from the hanks.

d) The great increase in the monetary circulation in
September and October—in spite of the great shrinkage of
turnovers and of‘the lower price level—has not been liguidat-

2%) The number of laden freight-cars—dedueting freights .

for the railroads’ own use—figured as follows:
1929 1930 1931
‘Millions 52.83 - 45.88 37.27
(“Financial Chronicle” of January 9th, 1932, p. 189.)
"30) The railroads seek.to improve their -positfion be means
of a 10-per cent. cut in wages and salaries of railwaymen,
which they may succeed in doing with-the aid of the reformist
‘American Federation of Labour.

"i) “New York Times” of December 6th, 1931,

Net Proceeds
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ed. It is estimated that roughly 2,000 million dollars’ worth of
banknotes have been hoarded in consequence of the credit
crisis and of the lack of confidence in the monetary institu-
tions. .

e) The exportation of gold — partly in preparation, on the
part of France, for the “Disarmament” Conference — set in
again on a large scale early in 1932.

f) The effects of the international financial erisis con-
‘tinue to be felt very noticeably. Added to the impossibility of
withdrawing the capital invested in Germany, there is now
the insolvency of South America. Debenture payments to a
t%tzilggof 815 million dollars were suspended in the course
o 1.

The measures taken by the Hoover Government are direct-
ed towards mobilising the frozen credits by opening up fresh
sources of credit. The first great attempt in this direction, the
foundation of the “National Credit Corporation”, the bankers’
bank, with a nominal share capital of 500 million dollars, to
be paid in by the banks, proved a failure; The banks are not
inclined to employ their capital for the purpose of saving their
competitors.

At the suggestion of Hoover, another institution was
therefore, founded by means of government funds in the shape
of the “Reconstruction Finance Corporation”.

The new iinstitutfqn is to have a capital of 500 million
dollars, wholly provided by the Government. The corporation
is entitled to issue notes, bonds, and the like, to a total of
1,500 millions. These bonds will be free of all Federal, State,
or communal taxation. Should the corporation not be in a
position to redeem its obligations at maturity or to pay the
interest due, it will be advanced the necessary funds by the
Treasury. The bonds and other securities issued by the cor-
poration,are to be accepted by the Federal Reserve banks as
security for the grant of credits. They will likewise be
accepted as investment securities for public trust purposes and
the like.

Here, as in Austria and Germany, though in a rather more
covert form, it is a question of Government funds being used
for the purpose of salving bankrupt banking enterprises. The
alleged object of the new corporation, that of “mobilising”
frozen credits with a view to restarting- business, is no more
than a blind. The preconditions of a revival are not given.
The attempt at prematurely forcing a revival by an artificial
expansion of credit, may lead to inflation, but it cannot
possibly help to bring the crisis to an end.

_The Agrarian Crisis.

The rise of prices in October evoked exaggerated asser-
tions that the crisis had now eome to an end®).

These hopes have proved fallacious, the wave of increased
prices very soon subsiding.

Agricultural Produce Prices®?)
' 1931 1930 1929

" October November December December December

Wheat (Chicago
“hardwinter”)
Cents p.Bushel 53 62 56 79
Maize (Chicago :
No.2) Cents . _
per Bushel 39 43 39 70 90
Cotton (New York
“middling™)
Cents per 1b. 6,28 6,41 — 9,96 17,29
The figures show that the price appreciation has already
dissappeared and, what is more important, that the prices of
the three chief products of agriculture in the United States
were in December 1931, less than half what they were two
years earlier. )
It is obvious that such prices mean a loss even to the
32) v, the press review “Literary Digest” of November 21st,
1931, v '

%3) Bulletine of the Roman Agrarian Institute, December
1931. :

122

majority of the big capitalist producers. Moreover, the case of
cattle produets is similar to that of wheat, maize, and cotton3*).

The chronic agrarian crisis and its particular aggravation
in the autumn of 1931, are among the main factors rendering
difficult a termination of the industrial crisis. The agrarian
crisis occasions the wholesale breakdown of the small pro-
vincial banks, leads to a collapse of agricultural eredit,
threatens the big mortgage banks, and forms one of the .
fundamental elements of the credit crisis®®).

Position of the Working Class,

The situation of the working class in the United States
has steadily gone from bad to worse during the last few
months, The fresh wave of wage-reductions, which set in on
October 1st, has affected all branches of American economy.

Wherever the Communists have succeeded in getting the
lead into their own hands, the resistance of the workers has
led to great and embittered strike struggles.

Alongside the drastic reduction of wages, unemployment

“continues to spread inexorably. There are not yet any official

statistics, but merely the returns of the Bureau of Labor,
which provide the index number of employed workers in
several thousands of big industrial enterprises (comprising, -
it is true, three million workers).: .

Degree of Occupation in the Workss®),
(On the Basis of 100 for 1923—25)

Maximum
1929 1930 1931
September December Aug. Sept. Oct. Nov. Deec.
105 79 74 75 71 69 68

From the maximum, the decline amounts to 35 per cent.,
within the last twelvemonth 15 per cent., and between
September and December 9 per cent. :

Seeing, moreover, that even in September 1929 there was
a large number of unemployed, their percentage at present
figures at something between 35 and 40 per cent. and their
total number at at least 10 or 12 millions.

The effects of the recent wage-cutting campaign may he
seen approximately by the following table:

Index of Wage Totals.
(100 representing 1923—25)

Maximum

1929 1930 1931

September December Aug. Sept. Oct. Nov. Dee.
112 74 64 62 59 . b6 56

The recession from the peak amounts to no less than
50 per cent., the decline in a twelvemonth to 24 per cent., and

. the decline since Septmber to 9 per cent.

- As hitherto, the unemployed receive nothing but charity,
that is to say, no manner of government relief. United States
democracy permits thousands of millions of Federal money
to be distributed to bankrupt capitalist enterprises, but it
thinks it incompatible with the dignity of an American
worker to draw unemployment relief. He may die of
starvation on the streets, but not draw a cent of government
money. Such is the principle of Hoover and Green, the
champions of true United States democracy.

34) “Annalist” Index of Farming Produets,
(100 representing 1913)
August September October November 10th December 29th

Maximum )
87.7 83.6 83.7 89.8 82.2

3) The yearly report of Hyde, Secretary of State for
Agriculture (“New York Times” of December 9th, 1931), puts
the possible proceeds of agriculfure in the United States as
follows:

1929 . . . .. ... . . . . 11,900 Million Dollars
1930 . . . . . . . o .. - 9,350 Million Dollars
191 -, ... . .. ) 7,000 Million Dollars -

%) “Federal Reserve Bulletin” of December 1931, p. 666.
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