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Economics and Economic Policy in
the First Quarter oi 1932.

(Down to April 25th, 1932.)
By EE.VARG A.

1. Japanese Imperialism in
theCentre of World Politics.

In its resolutions, passed at the 10th and 11th Plenary
Sessions, the Communist International expressly pointed out
that the economic crisis is tending drastically to aggravate
the antagonisms between the capitalist world and the world
of Socialism, as also the differences among the imperialists
themselves.

The Japanese imperialists and Japanese militarists have
taken upon themselves the task of commencing the war for
a redistribution of the world and the role of an outpost of
intervention against the Soviet Union. By their occupation
of Manchuria and Shanghai, respectively, they have opened

" up the question of a partition ‘of China and the question of
hegemony in the Pacific.

Development and Special Features of
Japanese Imperialism.

In the course of the 18th and of the first half of the
19th century, Japanese feudalism was greatly disintegrated by
reason of the development of mercantile economy?!). With
certain obvious reservations, the state of affairs in Japan in
the first half of the 19th century was analogous to that of
France prior to the French revolution, with the difference that
in Japan the role of the King was played by the Shogun, the
greatest feudal lord. Land was the feudal property of a limited
anumber of aristocrats. The ancient warrior class of the
Samurai’ (analogous to the lower aristocracy in JEurope) had
- forfeited all its importance and was in receipt of a yearly
- pension, paid in rice, from the feudal lords. Natural economy
was to a great extent replaced by money economy.

1) A good bourgeois description of this period is to be.

found in “The Penetration of Money Economics in Japan”, by
M. Takizawa, New York 1927, from which we have drawn
largely in qur following remarks.
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The penetration of money economy led on the one hand
to an increasing indebtedness, exploitation, and impoverishment
of the peasantry and to the formation of a proletariat divoreed
from the soil and gravitating towards the cities; on the other
hand it gave rise to development of manufacturing, which in
its turn tended further to undermine peasant industry and the
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handicrafts of the city population. It was in most cases the
feudal princes who established industries, which developed
a capitalistic activity even before the actual transition to
capitalism. At the same time there developed in the ecities
a commercial capital in close connection with money-lending
and usury, in which connection great numbers of the Samurai
and many of the feudal lords themselves fell into debt.

There was no bourgeois revolution, nor was the land
distributed among the peasants. The power remained in the
hands of the same classes as hitherto, and down to the present
day—despite the powerful development of capitalism which
has ensued in the meantime—the ruling system is not bour-
geois but monarchie, bureaucratie, and militarist, exercised by
the same noble houses as prior to 1868.

The remnants of feudalism are still very pronounced in
Japan. In agriculture, the constitution of labour is predomin-
antly feudal in character. The greatest part of the land
belongs to aristocratic landowners, who carry on no actual
agriculture themselves but lease the ground in quite small
parcels to the peasantry, the rent being paid in kind,
particularly in the form of rice, and swallowing up from
30 to 54 per cent. of the gross yield. The transformation of
the feudal nobility into a class of capitalists ensued in such
manner that the feudal rents exacted from the peasantry were
invested as capital in urban industrial, commercial, and
banking enterprises. :

The transition from a feudal to a capitalist system and the
"change from the former isolation of the country to a policy
of imperialist expansion took place under the pressure of the
white imperialists. It was a United States fleet which appeared
off the Japanese coast in 1853 and forcibly cpened up the
country to foreign trade. If Japan was not to share the fate
of the other Asiatic nations and become a colony of the
European imperialists, the ruling class in Japan had to
change over from its completely antiquated feudal, military
organisation and technique of arms to a system of modern
capitalism.

The development of industry in gemeral and the war
industry in particular was faced with the difficulty presented
by a total absence of industrial raw materials within the
country. The ruling classes of Japan made the most strenuous
etforts to overcome this deficiency and to create a heavy
industry on the strength of imported coal and iron-ore. Subse-
quently they began to attempt to enlarge their raw-material
basis by military conquests on the Asiatic continent and at
the same time to gain markets for their industry, for which
the home country was too small in view of the extreme
poverty of the peasantry.

While retaining very pronounced remnants of feudalism,
Japanese capitalism in a short time developed the characte-
ristics of a very elaborate imperialism, viz., an extreme con-
centration of capital—seven concerns dominating almost all
industry, trade, traffic, and banking in the country—the
-greatest possible development of monopolies in the form of
cartels and trusts, a strong development of militarism, and
an intensive tendency towards colonial expansion, which has
made itself felt in repeated wars. It was these outstanding
features of Japanese imperialism which in the present case
again caused Japan to be the first imperialist state to attempt
a redistribution of the world by starting a war, first for the
conquest of Manchuria and then for that of Shanghai, thereby
making particularly acute the danger of an intervention
against the Soviet Union and of a new world war.

- The “Overpopulation” of Japan.

As an excuse for the policy of dmperialist conquest
pursued by the ruling classes in Japan, reference is repeatedly
made to the overpopulation of Japan, the impossibility of
maintaining the growing number of inhabitants within the
home territory of that country, and to the consequent necessity
of colonisation. .

That, in reality, overpopulation plays no part as a reason
of the imperialist policy of expansion, is most clearly to be
seen by the fact that there hag been practically no emigration
from Japan. Between 1919 and 1928, there were, according to
official returns?):

Emigrants 144,000
Repatriants . 157,000
Net Repatriants 13,000

—2) “The Japan Yearbook 19317, p. 54.

The total of Japanese living abroad figured in October
1928 at 709,838, no more than 292,306 of these being in Asia,
while, of the balance, 170,000 were in North America, 100,000
in South America, and 147,000 in Oceania3).

The fact that the colonial conquests of Japan by no means
serve the purpese of providing for the surplus population of
the country, is most strikingly proved by the instance of
Manchuria, Whereas the number of Chinese immigrants into

Manchuria figures at one million annually, no Japanese. |

farmers at all settle in that country. The 100,000 Japanese
resident in Manchuria in 1928, were by far for the most part
Japanese railway officials, soldiers, and prostitutes. ‘

Japanese Agriculture and the Position of
the Peasantry.

In spite of the pronounced industrialisation -of Japan in
the course of the last few decades, agriculture even now forms
the main basis of Japanese economy. 49 per cent. of the
families—about 50 or 55 per cent. of the total population—are
engaged in agricultural pursuits.

Japanese agriculture is characterised by a very small
proportion of arable land in the total area and by the marked

splitting-up of the agricultural enterprises. No more than 16

per cent. of the total area represents arable land, which is
cultivated by no fewer than 515 million peasant families.

The distribution of the tilled land according to the size
of the farms may be seen by the following table?):

No. of Farmers ‘
in Thousands Percentage

Less than % Hectare . 1951 35
% to 1 Hectare . 1885 . 34
1 to 2 Hectares . 1190 22
2 to 3 Hectares . 321 6
3 to 5 Hectares . . . . . . 134 i 2
More than 5 Hectares . . . 72 1

At the beginning of the present century®), the following
proportionate division could be made per 100 peasant farmers:

Working their own Land 33.3 per cent.
Working Leased Land in

Add. to their own . . . . 46 per cent.
Working only Leased Land . 20.7 per cent.

At present, the distribution is as follows®):
-Working their own Land . 31.2 per cent.
Working Leased Land in
Add. to their own . . . . 411 per cent.
Working only Leased Land . 27.7 per cent.

In the course of about 20 years, the percentage of tenant
farmers has increased by almost one third.

Added to this, the land is not equally divided in respect
of quality. The best soil is obviously in the hands of the rich
farmers, whether as freehold or as leasehold.

Naturally, under such circumstances, there is a keen
demand for land and the figures charged for the sale or lease
of land are very high. According to the statistics of the
Japanese Mortgage Bank, the price of land figured as follows:

1927 1930

Yens. per Hectare
Irrigated Fields 5460 4890
Dry Fields 3330 3000

The lease of irrigated fields cost the tenant about 54 per
cent, of the yield. If, moreover, we take into consideration
that the Japanese farmer must constantly buy fertilisers—the
expenditure for purchased fertilisers is estimated at 8 per cent.
of the total value of the crop—it will be understood that the
Japanese tenant farmer cannot retain more than about 87 per
cent. of his yield in return for the work performed. Since the
great majority of Japanese tenant farmers cultivate less than
one hectare of ground each, it is obvious that on what re-
mains to them they cannot maintain- themselves and their
families.

3) ibid., p. 56/58.

*) Japanese official statistics: “Japan Yearbook” p, 341.
% King, p. 366.

%) Fr. Utley: “Lancashire and the Far East”, p. 114.
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There are no available statisties of the farmers income,
divided according to the tenants and the size of the farms.
Various computations of the farmers average income, which
naturally afford no insight into the position of the tenants
a?dﬂ})oorer farmers, put the yearly income total at an average
o .

The great majority of Japanese farmers cannot live on
the yield of agriculture alone. Roughly two millions of peasant
families carry on the cultivation of silk-worms in addition to
the tilling.of the fields. This means that, at certain seasons of
the year, the entire family down to the smallest children must
tend the silk-worms day and night.

Besides the cultivation of silk-worms, weaving is greatly
practised -as -a cottage industry in Japan. The peasants are
naturally too poor to purchase the raw materials themselves,
nor yet can they sell the finished product. The predominant
system is that under which the peasants are given a certain
amount of yarn, from which they have to weave a definite
quantity of .material in return for a very poor recompense.
The production of mats, straw hats, toys and other articles
occupies the old folk and the children and helps to augment
the slender income gained from agriculture.

But even strenuous work on the part of the entire family
does not suffice to keep the poor peasantry from starvation.
Therefore the poor farmers are generally forced to hire out
their daughters for an advance of from 60 to 100 yens to the
textile factories, where the girls are virtually kept prisoners
until the sum in question has been paid off, In very many cases,
again, the peasants sell their daughters direct to the numerous
brothels, tea-houses, and the like.

The super-abundance of cheap labour, particularly of
women and children, which the indigent ‘Japanese peasantry
has constantly to abandon to the unrestricted exploitation of
Japanese capital, forms the foundation of the industrial
development of Japan.

Development of Japanese Industry.

The development of industry encountered a number of
difficulties.

a) From 1858 till 1899, Japan was forced by the white
imperialists—by virtue of international“agreements”—toobserve
the same low customs rates that existed in China until 1929.
Without a powerful government subsidy, the young native
industry could never have held its ground in competition with
the goods of foreign imperialist countries.

b) The great poverty of the country did not permit of
any rapid accumulation of capital in spite of an extreme
exploitation of the working classes.

¢) As already remarked, there is a pronounced lack of raw
materials of all sorts within the country. Except silk and
copper, Japan lacks all industrial raw materials, especially
coal and iron ores, timber and non-ferrous metals, all textile

raw materials and most of the raw materials of the chemical

industry (with the exception of sulphur and salt from the sea).

This meang that Japan’s industry had to be built up on a
basis of imported raw materials, which, supposing all other
circumstances to be equal, represents an increase in the cost
of production by reason of the greater cost of transport in
comparison with countries with a raw-material basis of
their own. -

Under the influence of these three main factors, the lack
of raw materials, the surplus of cheap labour, and the
obstinately pursued line of developing an armament industry,
Japanese industry acquired quite a peculiar structure, that of
a highly up-to-date armament industry, to a great part govern-
mental or at least subventioned by the State, an artificially
developed heavy industry, also either governmental or else,
if private, powerfully subsidised, supplying the raw materials
for the armament industry and working at a very high cost
of production, and finally an iniernationally competitive
textile industry, built up on the cheap, shamefully sweated
labour -of women and children. = °

If Japanese industry has been systematically “developed
for military.purposes, Japan’s numerous wars against China
and Russia have, in their turn, in the first place served the
purpose of -providing Japanese industry in general with the

raw-material basig it lacks in the country itself, and the
textile industry in particular with a wider market?).

In its very infancy, therefore, Japanese industry already
shows markedly imperialistic traits.

For Japanese industiy, the world war represented a period
of sudden growth. Though taking part in the war from its
very outset, Japan played, from an economic standpoint, the
part of a neutral state to a far greater extent than did the
United States. Its participation in the war was limited to the
conquest of such Chinese territory as had formerly been
occupied by Germany and of the German South-Sea -islands.
Japan’s entire war expenditure is estimated by Bogart at
40 million dollars, compared with 22,597 million dollars on the
part of Russia and 25,813 millions on that of France. Even the
war expenditure of Greece was several times as great as that
of Japan.

Japan was not only for several years rid of the competl-
tion of foreign industrial goods, but became in its turn a
purveyor to the Entente countries. The- industrial equipment
of the country, indeed, d1d not suffice to cover the demand.
Antiquated factory plant was_purchased in- the United States
and transported to, Japan The steel output increased by
116 per cent. and {he output of iron by 143 per cent. The
profits of the iron works rose rapldly in- 1918 certain works
paid a dividend of ‘as’ much as 100 per -cent. So great were
the profits derived from war contracts, that—similar to the
United States—Japan turned from a debtor inte a creditor
country and was in a p031t10n to make big financial advances
to the other Allies.

But this gigantic enrichment of Japanese capitalists did
not tend to solve the fundamental problem of Japanese
capitalism, the absence of a raw-material basis and the conse-
quently increased’ productional costs of most Japanese indu-
stries. Immediately after the end of the war, the crisis set
in with exceptional severity, and since then Japanese capita-
lism in its entirety has been suffering under a more or less
chronic crisis, though, by means of its inhuman exploitation
of the workers, the textile 1ndustry has continued to make
very substantial profits.

In spite of the great impetus which Japanese industry
received during the world war, and in spite of the continual
efforts to maintain industry by government subventions,
Japan is even at present not an industrial country in- our
sense of the word. The relative backwardness of Japan as
regards its industrial development may be seen by the con-
sumption of coal per head of the population.

Coal Consumption: Tons per Head and Year.

Japan United Great Germany France
States Britain

Net Coal Consumption 05 44 44 ~22 1.6
Including Hydraulie .
Energy . 078 58 444 23 194

The same backwardness may be seen in regard to the
output of iron and steel.?)

Output in Percentage of World Pmduction 1929:

Japan United Great Germany France
States Britain
Iron . .- . o . .. 1.6 4.4 7.8 13.6 10.6
Steel . . . . . . . 2 475 81 135 8.1

Reckoned per head of the population, Japan has roughly
one sixth of the output of the European industrial countries
or one fifteenth of that of the United States.

7) By means of political pressure and capital investments,
Japan has gained control of -90 per cent. of the Chinese output
of -iron-ore. This does not, however, cover. its requirements.
Not even the conquest of Manchuria can solve the iron and
coal problem of Japan, since the Manchurian iron-ore has a
very small content of iron, not more than 30 or 35 per cent.
The greater part of its iron-ore Japan derives from ‘the
neighbourhood of Singapore; it has likewise a contract with
Australia for the supply of iron-ore. In the case of a war,
both these sources would be -endangered. By itself, Japanese
coal cannot be coked, requiring for this purpose to be mixed
with Chinese coal of a superior quality.

% Data culled from “Memorandum’ on Productlon anrd
Trade”, League of Nations, Geneva 1931 o
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As regards the output of means of production, Japan is
at present dependent on foreign countries, from which it
derives not only the raw materials for its iron and steel
industry but also iron and steel and roughly one third of its
requirements of machinery.

Certain branches of the production of means of produc-
tion show a widely different development, for while ship-
building and the electro-technical industry cover the country’s
needs, the output of locomotives and automobiles is far from
sufficient for home requirements.

The light industries continue to predominate, as plainly
appears from all available statistics. According to official
statistics, the distribution of workers in the manufacturing
industry—covering all enterprises with five ore more work-

ers, even without power-driven machinery—figured as
follows:®)
Industries: No. of Workers
(in Thousands)
Textiles e e e e e . . 998
Iron and Steel . . . . . 122
‘Chemicals e e e e e . 120
Foodstuffs e e+ o« . . 168
Machinery . . . . . . 251
Ceramic . « . « o« . . 68
Timber . . . . . 57
Printing Works . . . . b4
Gas and Electricity . . 9
Miscellaneous e e .. 9
Government Works . . . 136
Together . . . . . . 1936

The peculiarity of Japanese industry may be seen in the
fact that more than half the total number of workers are
‘occupied in the textile industry, The cheapness of labour and
the small development of fixed capital are apparent, seeing
that roughly 2 million industrial workers are engaged in
56,000 factories, of which 9,701 have no power-driven
machinery. Yet more characteristic is the circumstance that
approximately 3. million more workers are employed in enter-
prises with fewer than 5 workers each, that is to say, in
handicraft workshops. It is, moreover, interesting that, accord-
ing to the calculations made by Orchard for the period from
1894 to 1928, the factories absorbed annually no more than
an average of 41,000 workers out of an annual average in-
crease of population of 654,000,

Similar to Japanese agriculture, Japanese industry is
characterised to a great extent by a contradictary development
as regards the conditions of ownership and organisation,
respectively, The concentration of works is very slight indeed
in Japanese industry, as the above figures show. On an
average, there are not more than 42 workers in one enterprise.
Only in three industries, spinning, shipbuilding, and metal-
lurgy, are from 73 to 95 per cent., of the total number of
workers employed in enterprises of more than 500 workers
each.

This very small degree of concentration in regard to the
works, however, is counterposed by an extraordinary concentra-
tion in regard to capital.

Position of the Industrial Working Class.

The situation of the industrial werking class -is-mainly
determined by the feudal agrarian constitution, which" forces
the poor peasants to supply industrial capital constantly with
great numbers of cheap workers for its exploitation, The
chronic unemployment, latent or acute, prevailing in agri-
culture, provides a tremendous reserve of workers, which
most adversely affects the urban working class, especially in
tha all-important textile industry.

The workers in the big textile mills are to the present day
in a position Litbﬁ better than that of slaves. Agents of the
textile manufacturers recruit the wives and daughters of the
poor peasant farmers in the villages, giving the farmers an
advance of from 50 to 100 yens, to be deducted in weekly
instalments from the wages. The peasant girls are housed in
great factory barracks, where they receive their board and
lodging. They may only quit the premises of the factory with
the permission of the management, generally only on the
two rest-days in each month. If they attempt to leave their
place of work before the monetary advance has been repaid,

%) “The Japan Yearbook 1981”, p. 885.

they are forcibly brought back by the police, although this
procedure is “illegal”.

The intensity of work is very great, the rate of exploita-
tion very high. The badly paid and badly fed working women
are made to serve the most up-to-date machines, the speed of
which is bound to undermine their health in the course of -
time. As a rule, these female workers remain in the factories
only until the loan has been repaid. Sick and tired they re-
turn to the village or pass almost immediately from the
factories into the brothels, where a similar system of slavery
prevails. The conditions in the British textile industry in the
middle of the 19th century, as described by Marx and Engels,
are altogether put in the shade by the present-day conditions
prevailing in Japanese textile millst®).

Still far worse are the conditions prevailing in the “patri-
archally” conducted textile enterprises with only a small
number of looms, where working hours are practically un-
limited and extend over the entire day with the exception of
a few hours’ sleep.

The position of the male workers in such industries as
call for greater qualifications is slightly better. There are
no reliable statistics; the following official data are naturally

-intended to present things as being much better than they are.

The average working hours of all factory workers figured
in 1928 at 10.21 hours daily, the average wage at 2.60 yens
per day for a male and 1 yen a day for a female worker. ~

According to private authorities, such as Utley ‘or Orchard,

_ female textile workers receive at the outset no more than

about 5d. a day. Until 1926, the working hours for women and
juveniles lasted from 12 to 14 hours; since that time they
average from 10 to 11 hours except in the textile and silk
industries, which even now enjoy the privilege of exacting
from women and children as much as 12 hours’ work daily,
i. e. one hour for preparation and 11 hours for actual work!).

In view of expensive coal, imported raw materials, and for
the most part imported machinery, i. e. higher costs of pro-
duction for the elements of fixed capital, the gigantic profits
of the Japanese textile industry can only be obtained by the
utmost exploitation of the workers.

- The position of the qualified workers in engineering, ship-
building, and the like, is better than in the textile industry
but yet far worse than in European countries. There are,
moreover, no social-political institutions, neither unemploy-
ment insurance nor any regular sick relief nor yet invalidity
insurance.

Japan’s Foreign Trade.

The peculiar structure of Japanese economy, with its lack
of raw materials and its insufficient production of the means
of production, is clearly reflected in the formation of foreign
trade. The dependence of Japan on foreign 4rade in percen-
tage proportion to the total value of its home outpout, is just
about as great as in the case of the great industrial countries
of Europe, figuring for both exports and imports at roughly
22 per cent.?)

Division of Japanese Exports and Imports according to
Categories of goods 1923-27.
(in Percentage Proportion)

Imports Exports
Foodstutfs 14,4 6.7
Raw Materials 53,6 6,5
Semi-Finished Goods 16 45,7
Finished Goods 18,4 40
Others 0,6 1,1
100 100

A closer survey shows us the following proportion:

Chief Import Articles in Percentage Proportion to Total
Imports (1924-27)

Raw Cotton Foodstuffs Iron & Steel Timber  Oil Machinery Chemicals
30 15.1 5.9 4.3 2.6 4.9 5.6

Although the country is dependent on foodstuff imports and
although the impossibility of feeding the population with the

10) According to official returns, 204,161 girls under 16
years of age were employed in the factories (chiefly textile)
at the close of 1928. (“The Japan Yearbook 1931”, p. 192.)

1) QOrchard, p. 363.
12) “The Economic Forces of the World”, p. 174.
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yield of the country’s own agriculture is constantly cited as a
reason for a policy of colonial expansion, there is an import
duty on rice (1 yen per 60 kilogrammes) and on wheat (13 yen
per 60 kilogrammes) in favour of the feudal landowners. On
the other hand, there are very high duties on all industrial
goods manufactured in Japan, representing from 20 to 50 per
cent. of the value in the case of cotton goods and clothing,
from 15 to 50 per cent. in that of metal goods and machinery
of all sorts, and 355 per cent. on tobacco, cigares and cigaret-
tes.??) To the exploitation of the peasantry by the landown-
ers and usurers and to the immediate exploitation of the
workers in the factories, there must be added the indirect
exploitation by monopoly capiﬁal in the way of the tariff-pro-
tected home prices.

Japanese exports consist of two main groups of goods, viz.,
raw silk, silk goods, and luxury articles on the one hand, and
very cheap cotton goods on the other.

Chief Japanese Exports in Percentage Proportion to the Total

) Export Value:
Raw Silk  Silk Goods  Cotton Goods  Clothing
1924-27 39,6 6,8 24,8 3,2

The nature of foreign trade is determined by its geo-
graphie distribution, especially that of exports.

Percentage Share of Individual Countries in Japanese Exports

in 192714).
United States China India  Great Britain  France Australia
419 16.8 84 . 3.3 2.7 2.6

Exports to the United States consist to the greatest part
(80 per cent.) of raw silk, besides silk goods, luxury ceramic,
ete.,, exports to China and India of cheap cotton goods and
the like. All Japanese exports consist either of goods subject
to the keenest competition on the world market (cotton goods)
or else of such luxury articles (e.g. silk) as are easily dis-
pensable.

Japanese imports, on the other hand, consist either of
raw materials or of means of production. The former are
purchased mainly in Asia, the latter in the United States or
in Europe.

Percentage Share of Individual Countries in Japanese
Imports in 19275),

~ United British Great
States India China Germany Britain Australia Canada
30.9 124 104 7 76 5.6 2.6

The United States supply oil, cotton, and machinery,
British India and China cotton and other raw materials,
Australia wool, Germany and Great Britain means of pro-
duction. The goods imported by Japan are indispensable for
Japanese capitalism, while its exports are easily dipsensable
for the countries purchasing them, that is to say easily pro-
curable elsewhere, The structual weakness of Japanese
cap.il‘ialism is reflected in its weak position on the world
market.

The Japanese’ Colonial Empire.

So as to overcome this weakness of its position in foreign
trade, to secure raw-material sources for its industry and
markets for its products, the Japanese imperialist class has
waged a series of predatory wars on China, also ousting
Tsarist Russia and the German imperialists from Manchuria
and Northern China by-force of arms. The outcome of these
predatory expeditions is the conquest by Japan of a colonial
empire, which, with the inclusion of “independent” Man-
churia, far exceeds Japan itself in territory, and wellnigh
equals it in population.

Japanese Colonies.

Territory Population
in Thou. sq. km. in Thousands

Formosa . . o « . . 36 4,590
Korea . e o . 2207 21,050
South Sachalin . . + . 36.1 300
Kwantung . e o7 3.b 1,050
“Manchuria . . . . 1,000 30,000

1,296.3 56,990

13) “The Japan Yearbook’
14) “The Economic Forces 'Oﬁf the World”, p. 158/169.
15) Thid.

Despite its nominal “independence”, Machuria is at
present in point of fact a Japanese colony, of the lasting pos-
session of which Japan is, however, by no means sure,

Besides the above colames, Japan has aequlred strong
strategic points in China proper, partly by capital investments
(chiefly in the form of great textile mills in Shanghai) and
partly by political pressure in the form of concessions. All
these colonial depredations, however, have failed to solve the
problem of Japanese markets.

Japan in the World Economic Crisis.

Strictly speaking, Japanese economy has ever since the end
of the war been the victim of a chronic crisis, which the world
economic crisis has naturally tended greatly to enhance. This
aggravation may be seen in the marked diminution of foreign
trade, in an acute price-drop, and in a pronounced restriction
of output all of which, however, are relatively less drastic
than in other countries, followmg as they do on no particular
phase of prosperity,

The situation, moreover, is greatly complicated by the
Japanese currency policy. For several years, beginning with
1923, there was in Japan a prohlbltlon for the export of gold.
After a serious depreciation in 1923 (the year of the earth-
quake and of the crisis in banking), the Japanese currency has
slowly been reapproaching parity.

Completely misunderstanding the true state -of affairs,
Japan essayed, at the commencement of the actual erisis in
1930, to re-establish the gold standard and to permit the,
exportation of gold. There immediately ensued a marked out-
flux of gold, the reserves of the Bank of Japan decreasing
from 1,078 million yens at the beginning of 1930 to half
that amount. Although powerful prestige reasons and the inter-
ests of certain sections of the bourgeoisie advocated the main-
tenance of the gold standard, Japan was obliged, on the
abandonment of the gold standard by Great Britain, also to
sacrifice the gold currency, whereupon there ensued an im-
mediate collapse of the yen, which suffered a disagio of from
30 to 35 per cent.

The Japanese trade balance shows a constant deficit, rang-
ing during the last few years from 445 million yens in 1926
to 171 million yens in 1929%). For the year 1930, official
Japanese statistics computed a deficit on the balance of
payments of 27 million yens; for 1931 the corresponding deficit
will probably prove to have been several times as great. In
such circumstances, a gold currency could only have been
maintained with the help of foreign loans, which in the
existing ecrisis could never have been procured.

The pronouncedly monopolistic organisation of J apanese
capital rendered it possible for the burden of the crisis to be
shifted to a great extent onto the shoulders of the working
population.  The capitalists are in the first place effecting an
organised restriction of produection, which at the close of 1931
amounted, e. g., in cotton spinning to 30.6 per cent., in the
artificial silk industry to 30 per cent., and in the printing-paper
industry to 45 per cent.r?). On the other hand, the full force of
the crisis affects the Japanese farmers in the form of the
sharp prlce-drop of the two main products they place on the
market, rice and silk, Since 1926 the price of rice has dropped
50 per cent. 18),

In view of the 85 per cent. inflation, the last-named price
ig in reality far bglow the seemingly lower price of a year ago.

Yet more catastrophic are the .prices of silk cocoons. The
total export proceeds for raw silk figured as follows:

Millions of Yens

1929 1930 1931
781 417 355

- The proceeds have thus decreased by 50 per cent.

Not so the quantity exported. The following quantities
represent the average monthly exportation:
Raw Silk in Tons

1930
2349

1931 -
2754

1929
2874

16) Indlud*mg the foreign trade of Korea and Formosa.
A7) “Wirtschaftsdienst” of November 27th, 1931
18) Rice Prices in Tokyo:

Average 1926 February 1931
37.4 yens 17.7 yens

February 1932
22.6 yens
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The decline in the proceeds of exportation is thus to be
attributed entirely to the price-drop.

Besides the peasantry, it is the city proletariat of Japan
that has been victimised by the crisis, in the course of which
unemployment has rapidly increased. Putting the degree of
occupation in the year 1926 at 100, the 1930 average showed a
drop to 82, and that of the first ten months of 1981 to 74.7.
This means that 25.3 per cent, of the workers, over and above
those who were already out of work in 1926, are at present
unemployed, The Japanese capitalists have profited by this
state of affairs for the purpose of further reducing the verylow
wages of Japanese workers. Even during the crisis, meanwhile,
the war industries have continued to operate to their full
extent; indeed, they have even been enlarged.

The rapid expansion of the artificial-silk industry un-
doubtedly represents a preparation for war, as does also the
marked development of the chemfcal industries, effected dur-
ing the last twelvemonth with the aid of government
subsidies. '

At the present moment Japanese economy is in a parti-
cularly. difficult positiom. The boycott of Japanese goods con-
tinues undiminished in China and in those regions around the
Indian Ocean in which trade is chiefly in the hapds of
Chinese merchants, The attack on Shanghai only served to
enhance the boycott movement. Japanese exports to China
hava shrunk to a minimum. )

The boyeott movement against goods in the United States
threatens one half of the entire Japanese export trade and
may spell catastrophe for the overseas trade of Japan. The
supplies for war purposes in Manchuria and China have
hitherto not sufficed to mitigate the effects of the crisis. The
depreciation of the currency, meanwhile, has introduced a
fresh element of destruction into Japanese economy.

Japhn an Outpost of Intervention.

Ten years ago, in -one of his last works, Lenin outlined
the problem of intervention and of the danger of war in the
following wonrds'®):

“Can we possibly save ourselves from the approaching
- collision with the imperialist Powers? Is there any hope for
ug that the inmer contradictions and antagonisms hetween
the advancing imperialist Powers in the West and the
advancing imperialist Powers in the East, may a second
time afford us a respite, as it did the first time when the
advance of the West-European counter-revolution in support
of the Russian counter-revolution was frustrated by the
differences in the camps of the western and eastern counter-
revolutionaries, the antagonism between the eastern and
western exploiters, between Japan and ‘America?”

In the last ten years, since Lenin wrote these words, there
have been important changes in the world situation.

a) The “peaceful” struggle between the two systems has
been decided in favour of the Soviet Union, The aim of
“catching up and outdistancing” has entered into a stage of
immediate realisation. According te bourgeois computations,
the Soviet Union at present occupies second position in
industrial “production among the countries of the world
(directly after the United States of America).

"~ . b) The question of “Wha will beat whom?”’ within the
Soviet Union has been definitely decided in favour of
Socialism. The international bourgeois hopes (fostered by the
Trotzkyists) of a bourgeois degeneration of Soviet rule have
been finally dashed. The liquidation of the kulaks as a class
on the basis of a comprehensive collectivisation of agriculture
not only deprives.the world bourgeoisie of their last powerful
ally within the Soviet Union, but also definitely destroys
the possibility of a revival of capitalistic economic relations.
The. Soviet’ Union has entered upon the period of Socialism.
*To prevent by means of intervention the complete build-
ing up of socialism is at present, in view of the rapid de-
velopment of the Soviet Union and the catastrophic decline of
capitalism, a more urgent matter than ever before for the
international bourgeoisie. . :

But parallel ‘with the accentation of the struggle be-

tween the two rival systems, the antagonisms among the im-

perialists themselves have also greatly increased on the basis’

of the general crisis of capitalism and the present economic

19) “Rather Less, but Better”, Russian Edition, vol. XXVII,
p. 416, s e L Lo

crisis; They would probably long ago have led to the out-
break of a new world war, had the imperialists not again and
again been checked by their fear of the Soviet Union, their
fear of colonial uprisings, and their fear of a proletarian revo-
ution.

The present unprecedentedly acute and far-reaching eco-
nomic crisis has further enhanced the inter-imperialist anta-
gonisms. In the form of a tariff and economic war, the
struggle among the capitalist states has already been in pro-
gress for some considerable time past. On all sides, armaments
are proceeding at a feverish rate. More and more frequently,
the manoeuvres of the pacifists for the purpose of cloaking
over such obvious developments, are exposed by the cynical ut-
terances of certain ideologists of imperialism, to the effect
that a capitalistic way out of the economic crisis is only to
be found in the form of a war. .

The result is that just in view of the enhancement of in-
ter-imperialist differences the imperialist Powers feel urged
in the direction of a common intervention against the Soviet
Union. The most significant factors working in the direction
of such an intervention are the following: ’

The Conservative victory in Great Britain.

The relative strengthening of France—the gendarme of
Europe—which aspires to a hegemony in the war of inter-
vention, and the increased dependence of the East-European
vagsal states on France by reason of the crisis; likewise the
attempts to form a Danubian Federation and to draw Ger-
many into the anti-Soviet front. . :

The strengthening of German Fascism, which while con-
sistently toning down its anti-French demagogy, stresses its
anti-Soviet tendencies more and more.

The conquest of Manchuria by Japan and its transforma-
tion into a military basis for an attack against the Soviet
Union, and its constant provocations of the Soviet Union.

The conquest of Manchuria and the advance on Shanghai
mean that Japan is resolutely approaching the question both
of intervention against-the Soviet Union and of a war for the
redistribution of the world (the immediate objective being the
division of China, the lion’s share of which is to fall to Japan).

It would be a great mistake to interpret the fact that

Japan was the first imperialist country to commence a war
as a sign of its particular economiec, social, or military
strength. On the contrary, the relative economic, social, and
military weakness of Japan—of which we shall still have
oceasion to speak at greater length—acted as an accelerating
factor in its policy.
°  The Japanese imperialists are reckoning with the proba-
bility that, supposing they take upon themselves the réle of a
battering ram against the Soviet Union, the United States
will not attack them from behind during such a war, which
would bear an essentially .class character, being directed
against the mortal enemy of all capitalist states. Japan is
counting confidently on the active support of the majority of
the European countries.

The Struggle for Hegemony in China and
the Danger of Intervention.

The fundamental antagonism between the Soviet Union as
the centre of world revolution on the one hand and all the
depredatory imperialist states on the other, is very strikingly
apparent in relation to China. The political line of the prole-
tariat of the Soviet Union, of the Comintern, and of all the
Communist Parties of the world, is the liberation of the
Chinese people from imperialist oppression, the overthrow of
the class-rule of the feudal lords, landowners, militarists, and
big bourgeoisie (all closely allied with the foreign imperialists)
by means of a bourgeois-democratic revolution, with the per-
spective of a subsequent transformation of this movement into
a proletarian revolution and the establishment of a Soviet
China comprising the entire territory of China.

This policy of the Soviet ,Unian .and the Comintern is
faced by .the policy of all imperialists, which is that of
continuing in one form or another ta treat China as an object
of imperialist oppression and expleitation. :

‘Within- the imperialist camp, .again, two main directions
may be distinguished:

a) The commow line pursued by the bourgeoisie of those
three predatory imperialist states, Great Britain, France, and
Japan, whieh have already subjected almost all Asia to their
colonial oppression. They wish to complete their work by the
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division of China. Naturally, the identity of their political
aims merely lies in the fact that China is to be divided up;
as to the manner of such a partition and the question who
is to get which particular part of the booty, there are
obviously very serious differences among them.

b) The line pursued by the bourgeoisie of the greatest
of the imperialist robbers, the United States, is in the direc-
tion of establishing a territorially undivided and formally
independent bourgeois China, which will to all practical
intents and purposes be more or less a colony of America.
In the division of the world, the bourgeoisie of the United
States have so far come off rather badly. Their colonial
realm is in no proportion to their ecomomic importance in
the world. In case of a division of China, the fact that Great
Britain, France, and Japan have already acquired powerful
strategic points in and around the Chinese territory would
leave little for any other Power. Hence the American policy
in favour of a maintenance of Chinese .integrity (including
Manchuria), with a view to breaking the hold of the other
imperialist Powers on China, so that the United States may,
by virtue of economic and political predominance, oust its
competitors as in the case of South America and turn a
nominally ,,independent” China into a semi-colonial territory.

Each of these three political directives is supported by
different classes in China itself,

1. The policy of the- Soviet Union and the Comintern is
supported by the great bulk of the Chinese people, by all the
exploited and oppressed classes of workers, poor and middle
peasants and the poorer strata of the petty bourgeosie in th_e
cities, whose interests this policy serves. In the Soviet terri-
tories of China, workers and working peasants—led by the
heroic Communist Party of China—have already taken state
power into their own hands and organised the Red Army,
which—actively supported by the broad mass of the popula-
tion—has repeatedly vanquished the numerically and techni-
cally far superior 'White armies of the Kuomintang.

2, The policy of Japan, Great Britain, and France, looks
.for support to those counter-revolutionary forces in China that
-desire to perpetuate the present condition of extreme exploita-
tion of the workers and the partition of China into individual
.areas governed by different fractions, such as_the feudal
landowners and the “comprador’-bourgeoisie, militarists, and
brigands. All these, and the richest class of the national bour-
geoisie are insolubly united with the imperialists, without
whose protection their hegemony would inevitably be over-
‘thrown in 8 very short time by the revolution of the workers
.and peasantry. The uninterrupted internal struggles waged
by the individual cliques against each other, reflect the con-
flicting interests amoeng the imperialists, who stir up such
.hostilities with a view to' expanding their respective spheres
‘of authority at each other’s expense, while at the same time
they lie in the general interest of the imperialist Po:werg,
furnishing them as they do with a pretext to advocate a parti-
tion of China as indispensable for the “restoration of law and
corder”, . -

3. The policy of the United States might be expected to find
its supporters not only in certain sections of the commercial,
but alsoin the ranks of the industrial, national bourgeoisie, But,
whereas the workers and peasants on the one hand and the
feudal lords and militarists on the other represent strong class
forces, the industrial bourgeoisie of China is no\tal.)’ly we‘gk.
It is economically and numerically’ weak because the industrial
-development of China is very slight, seeing that by far the
greater part of the industry is in the hands of foreigners. But

it is also politically weak, since the possession of real estate -

on the part of the industrialists cause-them to be interested
in a maintenance.of the present agrarian conditions and thus
allies them closely to the landowning class, so that they are
averse to attempting .any agrarian revolution, without which,
however, the power of the landowners and militarists is not
to be broken. ! .

- It would therefore appear to lie in the interests of the
United States to postpone their inevitable reckoning with
Japan for some time to come. ‘ -

The Japanese advance in Shanghai, meanwhile, is a most
pronounced provocation of America. If the United States
desired to postpone their reckoning with Japan until after the
termination of a war of intervention, Japan—relying on its
alliance. with France, on-the, albeit vacillating, support of
Great Britain, and on its own indispensability as a factor of
intervention against the Soviet Union—placed the TUnited

States under the necessity of a choice between two evils, i. e.
either of commencing a war on Japan under extremely dis-
advantageous circumstances, or else of tolerating a decided
strengthening of Japan’s position in Shanghai, the key-posi-
tion to the Yangtse Valley with its 180 millions of inhabitants,
and thus in China in general, which would further greatly
diminish the American chances in a subsequent war with
Japan®®). The assumption of the Japanese militarists has so
far proved correct, for the United States have not gone beyond
mere notes of protest, preferring for the time being to avoid
any open warfare,

At the same time, the Japanese advance on Shanghai was
intended at the same time to strike at the centre of the highly
effective Chinese boycott of Japanese goods, caused by the
Japanese campaign in Manchuria.

In this point, however, the Japanese militarists had mis-
calculated. The occupation of Shanghai and the advance into
the Yangtse Valley proved to be anything but an easy military
operation, such as the occupation of Manchuria had been,
but led to a regular war, in which the Japanese army met
with embittered resistance on the part of the Chinese people
in general and the proletariat of Shanghai in particular, and
—morally at any rate—with a severe defeat,

Ag a matter of fact, it was the Chinese people, and in the
first place the proletariat of Shanghai, which waged the fight
against the Japanese invaders, the 19th Canton Army forming
no more than the organised cadre in the struggle of resistance.
It would lie beyond the limits of this article, to enter into a
detailed analysis of the fighting around Shanghai; we shall
therefore only point out the main political moments:

a) The Kuomintang Government betrayed the fight from
the very beginning. It fled from Nanking to Loyang, issued
demagogic proclamations while at the same time sabotaging
the provision of the army with money, foodstuffs, and war
material, and sent no troops to its aid.

b) The 19th Army had repeatedly been beaten by the far
worse equipped Red Army of China; its leaders, too, desired
to avoid a fight against the Japanese Army. They attempted
to prohibit the workers from joining their forces and taking
part in the fight. It was only encompassed by the determin-
edly militant Shanghai proletariat, under its influence and
with its aid, that the rank and file of the 19th Army managed,
against the will of the Government and even against the will
of their own generals, to offer resistance to the superior Ja-
panese forces.

¢) The fight around Shanghai has shown the proletariat
of the world and the colonial peoples the great possibilities
in a modern civil war in the face of a great superiority of
technical equipment on the part of the army of the class-
enemy.

d) The fight of the 19th Army against the Japanese was
at bottom part of the struggle of the United States against
Japan., The small amount of help afforded the fighting
Chinese army by Nanking was only given under pressure on

-the part of America

In view of the vigorous resistance of the Chinese masses,
Great Britain and France are interested—as are, finally,
even the United States—in affording Japan the possibility of
issuing from. the Shanghai affair with partial success, so as
to release, its forces for a.war of intervention against the
Soviet Union. Therefore, together with the leaders of the

- Kuomintang, they urgently advocate a compromise and make
use of the apparatus of .the League of Nations to bring

pressure to bear not only on China but on Japan as well.

The policy of the French imperialists is absolutely plain.
Neither in the question of power nor in an economic sense are
there any immediate differences between France and Japan.
The French bourgeoisie therefore wholeheartedly support the
J{]aplafne.se policy of expansion both in Manchuria and in China
itself. -

-Fare more complicated and contradictory is the attitude
of Great Britain towards Japan. ‘Apart from the common
interest in ‘the maintenance of imperialist rule in Asia, two
fundamentally important reasons range Great Britain on the
side’ of Japan, the one being the antagonism between the

20) Japan’s occupation of the Woosung forts means the
control of the waterway from Shanghai into the interior of
China and a further important link in ‘the Japanese system
of naval bases, henceforth forming an unbroken chain from
Japan to Formosa.
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capitalist world and the Soviet Union and the other the
antagonism between the two greatest imperialist Powers, Great
Britain and the United States.

Nevertheless, Great Britain does not wholly and frankly
endorse the policy of Japan. The British bourgeoisie is, indeed,
between two millstones. A pronounced defeat of Japan in China
might prove fatal to imperialist rule in Asia generally and to
Great - Britain’s rule in India in particular. Too great an
accession of power for Japan in Asia, and especially in China,
however, would likewise be extremely dangerous for the British
bourgeoisie. The trend to expansion on the part of the
Japanese ‘imperialists would by no means make a halt at the
confines ‘of British territory, since their avowed official pro-
gramme aims at the domination of all Asia.

The policy of the British bourgeoisie, moreover, is rendered
particularly "difficult by the decidedly anti-Japanese attitude
of the British Dominions bordering on the Pacific: Awustralia,
New Zealand, and Canada. A frank support of Japan in its
conflict with the United States would hasten the danger of a
breaking-up of the British Empire and of a secession of

Canada, Australia, and New Zealand to the cause of America.’

Finally, we must not lose sight of the fact that there is
acute. commercial rivalry between Japan and Great Britain.
The most dangerous and formidable competitor of the Lanca-
shire cotton industry, not only in China but also in India and
Eastern Africa, is Japan?). The boycott movement against
Japanese goods—which in Farther India, East Africa, etc,
where the retail trade is in the hands of Chinese traders, is
carried on, if anything, even more vigorously than in China
itself—is thus for | the seriously menaced British textile
industry a very welcome result of the Japanese attack on China
and is without doubt covertly encouraged by the interested
British bourgeoisie, in spite of the official British friendship
for Japan.

The attitude of the United States towards Japan, again,
is also to some extent ambiguous. There is a very great inter-
change of commodities between Japan and Amerieca, Japan
figuring second (after Canada) among the countries importing
into the United States, with a quota of 9.8 per cent., and fifth
(after Canada, Great Britain, Germany, and France) among
the purchasers of American goods, with a quota of 4.9 per
cent. On the world market there is hardly any competition
between the two countries. Japan exports articles of con-
sumption, while the United States expont means of production
and raw materials, Much United States capital, moreover, is
invested in Japan, and the United States are the chief purveyor
of rolling-stock for the South-Manchurian Railway.

The foreign-political differences, meanwhile, are. all the
more acute. Japan is the United States’ greatest rival in the
Pacific Ocean. Only to a certain extent and only temporarily,
this rivalry is mitigated by the role played by Japan as the
spear-head in the attack on the Soviet Union.

The question naturally arises as to why the United States
bourgeoisie has so far tolerated the pronounced provocation
practised by Japan,

The answer lies in the present strategic superiority of

Japan in Asiatic waters. True, the United States battle-fleet
is numerically superior to that of Japan in the proportion of
6 to 3. But in Asiatic waters, the Americans are without any
up-to-date naval base. )

The second main reason is that the United States
bourgeoisie is fully aware that, in view of the present aggra-
vation of inter-imperialist differences on all sides, a war against
Japan would not be a purely Japanese-American question but
would very soon devolve into a world conflict, e,

*1) The following data show the progress of Japanese
textiles in India at the expense of Great Britain:

Percentage Shares in India’s Imports of Yarns.

- . 1913/14 1918/19 1925/26 1929/30
Great Britain . . . . 90 25 31 46

Japan . . . . . . . 2 72 65 24
Japanese Mills in China — — — 26

Percentage Shares in India’s Imports of Cotton Goods.
. 1918/14 1918/19 1925/26 1929/30

‘Great- Britain . . . . 97 90 82 66

Japan . . . . . . . 0.3 7T 0 14 30

(Freda Utley: “Lancashire and the Far East”, London 1931,
p. 251 & 259.)
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All this, of course, refers merely to the present moment.
In the very distant future, a war between the United States
and Japan for predominance in the Pacific Ocean and for the
exploitation of China is absolutely inevitable, presuming the
proletarian revolution does not in the meantime obviate -all
further imperialist wars. The bourgeoisie of the United States
cannot allow itself to be ousted from the Chinese market, the
importance of which for America grows apace??). It will not
leave the predominant rdle in the Pacific to the Japanese
without a struggle. Though at the present moment the strategic
position is distinetly favourable for Japan, there can be no
doubt that in the long run the military forces of the United
States far exceed those of Japan

The Military Weakness of Japan and the
Revolutionary Movement.

Although there is no country in the world, not even France,
in which the policy of the dominant classes is so greatly concen-
trated on the creation of a formidable military power as is
the case in Japan, although in no other country are economic
and cultural interests so ruthlessly sacrificed o militarism,
although nowhere else the military leaders exercise such a
decisive influence on polities, although no other country has
in the last few decades so persistently and perseveringly
pursued a policy of military conquest, although, finally, Japan
possesses an excellent fleet, a big territorial army, and a highly
up-to-date armament industry, it is undeniably a weak country
from a military standpoint.

The great political significance of this recognition lies in
the fact that a Japanese intervention against the Soviet Union
will not take place by itself alone, but (though perhaps
chronologically slightly in advance) as part of an all-round
intervention. This is a circumstance of the greatest importance
in the fight of the Communist Parties against intervention.

The policy of the Social Fascists aims at deflecting the
attention of the European proletariat from the preparations
for intervention made by the bourgeoisie of their own parti-
cular country, by depicting the danger of intervention in the
East as a distant and isolated matter, at times criminally
speaking of the “danger” of a war between two equally im-
perialist states—Japan and the Soviet Union— for the posses-
sion of Manchuria, spreading a ¢alumnious report of the
existence of an agreement between the Soviet Union and Japan,
and at other times mocking at the Soviet Union for putting
up with anything from Japan, intentionally drawing the atten-
tion of the proletariat to the pacifist phrases of the League
of Nations and veiling the latter’s real role of an organising
centre for all preparations for intervention. A successful
struggle against intervention is impossible without an ex-
posure of all these manoeuvres of the Socia} Fascists and
without a clear recognition of the fact that what is imminent
is not a mere Japanese intervention in the Far East but a
general intervention from several sides.

The military power of a country is determined by two
main factors:

a) its economic strength, and

b) the stability of its social system.

"Let us attempt to analyse these two factors in the case
of Japan.

Economically, Japan is a poor, weak country. In. this
regard, we need but consider the following important circum-
stances:

1. The value of the home production per head of the
population is extremely small.

2. The same assertion holds good in regard to the
“national wealth”.

8. The financial system of Japan is wholly undermined.
The stock of gold is very small, having declined from 882
million yens. at the beginning of 1931 to 522 millions at the
beginning of 1982, although in September an export prohibi-
tion for gold was decreed. The currency is depreciated, figur-
ing at from 30 to 35 per cent below the mint par of exchange.

2?) The percentage proportion of the United States’ foreign
trade to and from Asia figured as follows: .

1913 1927 1928
Imports . . . .. 187 30 28.6
Exports . . . . . . 6.2 115 123
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4. Japan possesses no capital investments abroad capable
of being- mobilised for war purposes.

5. Japan proper is even in peace times dependent on the
importation of foodstuffs from abroad. A general mobilisation
of the male population in a case of war would entail an imme-
diate pronounced recession of the production of food?3). At the
same time, the necessity of a better feeding of the troops (the
majority of the Japanese peasants and workers suffer chronic
starvation) would greatly increase consumption.

6. Even a relatively well-developed war industry, like that
of Japan, can only cover a fraction of the requirements of a
modern war. The entire metal-working, and particularly the
engineering, industry must in a case of war be adapted to the
production of war material. In this lies one of the most serious
military weaknesses of Japan. Its machine industry is very
poorly developed, covering less than two thirds of the peace
requirements of the country and employing (in 1928) no more
than 251,000 workers®®).

7) The weakest point in the entire military position of
Japan consists in its lack of all the raw materials indispens-
able for war purposes, with the sole exception of copper.

There is a lack of iron ore. The iron and steel works
erected for military purposes obtain their ore from abroad,
for the most part from Farther India and Australia, at a
distance of thousands of nautical miles.

There is a lack of steel and irom, the output of which in
1929 was as follows:

Iron "~ 1,113,463 Tons.
Steel 2,293,846 Tons.

This is not even enough for peace requirements, for in 1929
160 million yens’ worth of iron and steel was imported. For
war purposes it is wholly insufficient. And a considerable in-
crease. in output is out of the question in view of the absence
of furnaces, ore, and cokable coal.

There is a lack of crude oil, the native production of which
is quite insignificant. In peace times, crude-oil imports aver-
aged 500,000 tons per annum.

There is a lack of non-ferrous metals, of raw materials for
the chemical industry, of all textiles with the exception of silk,
and so on.

In summing up, we may say that the general poverty of
the country, the chaotic financial system, the lack of foreign
investments capable of being mobilised, the poor development
of tle metal industry, and the absence of almost all raw
materials, render the economic basis of Japanese militarism
relatively weak.

This réle of a vanguard of imperialism, which Japan is
thus taking upon itself, is, however, undoubtedly fraught with
the most serious danger for the present dominant system.

The undeniable decay of the existing order of society, the
general impoverisation of the working classes, and the extreme
accentuation of class antagonisms, which necessitate the con-
stant employment of the severest military and police terrorism
for the suppression of the revolutionary movement, demon-
strate the internal weakness of the present system.

All the working classes are bitterly opposed to the feudal-
bourgeois class rule and to the reactionary military-bureaucra-
tic system of government with the monarchy at its head. Class
antagonism is accentuated to the utmost.

It is obvious that in the event of a general mobilisation
these class antagonisms will spread in a far greater measure
to the army, and—together with the growing privations im-
posed by the war on the proletarian soldiers in the army and
their relatives in civilian life—will render it increasingly
unreliable.

War will not postpone, but rather accelerate, revolution
in Japan. The demonstrations against the war, which have
taken place in Japan in spite of the severest terrorist sup-
pression, and the mutinies in the army and navy, show what
possibilities exist for the Communist Party of Japan to turn
an imperialist into a civil war, to overthrow the government
system of the monarchy, the militarists, and the bureaucrats,
to wage an agrarian revolution for the liquidation of the
substantial existing remnants of feudalism, and, by way of
a victorious bourgeois-democratic revolution, to achieve the
dictatorship of the proletariat.

23) Bywater estimates this recession at 20 per. cent.
%) Official “Factory Statistics”, cited by Moulton, p. 101.

11. General Section.

Continuation and Further Deepening of the
Crisis.

The most important feature in judging the international
economic position is the fact that in most countries the
seasonal improvement this spring either did not take place
at all or else fell far short of its normal extent. :

Let us first consider the development of unemployment:

Official Returns of the Fully Unemployed
(In Thousands)

Germany Great  France Italy Poland United States
Britain (Index of
Employment
January 1931 4887 2671 447 723 341 79
February1931 4972 2694 59,9 765 359 79
March 1931 4744 2678 71,9 707 373 79
January 1932 6042 2726 278,7 1051 326 66
February1932 6128 2701 — — — 67
March 1932 6031 2600 — — — —

These figures, which are only characteristic for the
development of unemployment but do not represent the actual
unemployment totals, show—save in the case of Great
Britain—that unemployment is not only far greater than was
the case last year, but that fhe seasonal diminution is far
smaller. As regards Great Britain, the’ National Government
systematically falsifies the unemployment figures, by not only
omitting to count among the unemployed those hundreds of
thousands of workers who have been struck off benefit as
a result of the means test and are therefore no longer
registered, but also by including them in the number of
employed workers, .

In regard productional returns, those of the heavy indu-
stries are already available. .

Great
Germany Britain .France
Output of Iron in Thousands of Tons

United
States

1931 January 603 343 - 801 1742
February 520 323 726 1734
v March 560 363 775 2065
1932 January 358 335 490 988
February 330 329 461 980
March 314 344 o — 983
Output of Steel in Thousands of Tons
1931 January 773 409 746 2498
February 760 494 693 2543
March 811 508 722 3042
1932 January 400 437 469 1485
February 448 488 464 1483
March 435 470 — 1433

These figures show mnot only the pronounced further
aggravation of the crisis within a twelvemonth—the steel
output in the United States and Germany figuring in March
at no more than half that of March 1931—but also a further
drop in March, in which month there ought to be a seasonal
increase.

The same fact of the non-appearance of a seasonal im-
provement in March and April, is t& be gathered from the
newspaper reports on certain industries, from the development
of foreign trade, the almost total standstill in the building
trade, and the like. This means that the crisis is growing in
intensity, a fact tending to neutralise the seasonal improve-
ment which, in connection with the weather, always takes
place in certain branches of industry in early spring.

Decrease of Fixed Capital, Accuniulation
of Raw-Material Stocks.

One of the peculiarities of the present crisis lies in the
fact that on the one hand the output of means of production
has so greatly receded as to.cause a reduction of the total of-
fixed capital, while on the other hand the surplus stocks of
commodities show as yet no tendency to diminish. In conse-
quence of the catastrophic priee-drop, the price-total of the
circulating constant capital has greatly decreased but in their
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natural form stocks . are hardly any smaller than they were
before the crisis began. - . )

Both these phenomena are consequences of the general
crisis of capitalism and of its highly developed mionopolistic
character. The general crisis finds expression, inter alia, in
the fact that a great palt of fixed capital is permanently
unutilised: hence the almost total ‘disappearance of all new
investments during the crisis.

Statistics in regard to the Worlds stocks are available
only for a few raw materials of particular importance. The
following table is culled from the monthly bulletin (March
21st, 1982) of the “London and Cambridge Economic Service”:

1929 1930 1981 1932 1932 1932 .

» January Jan, Feb. Mar,

American Cotton 3494 3662 6471 8738 8713 8709
‘(Thou. Bales) . 202 401 535%)

Copper (Thou. Tons) . — 374 526 61,7 614 61,0
Tin (Thou. Tons) . . . 32,8 508 922 1351 1431 —
Lead (Thou, Tons) U.S. 0,9 2,0 83 13,1 13,3 13,8
Lead (Thou. Tons) U.K. 266- 383. H06 645 653 —
Rubber (Thou, Tons) 4271 5614 7018 8577 8247 —
Sugar (Thou. Toms) 220 260 262 260 248 —
Tea (Mill. Pounds) . 1570 2506 2930 3435 3436 —
Tea (Mill.- Pounds) .
Coffee (Mill. Bags) . . — 584 583 — —  —20)

Wheat (Mill. Busxhels) "
0Oil (Mill, Barrels) . . 624 630 603 569 569 —

Save in th®e case of oil, the stocks are thus all bigger
than two years ago.

As regards the stocks of finished industrial goods, there
are no statistics except in the United States, where they show
the following development:

Stocks in the United States.
(On the Basis of 100 to Represent 1923—25)%7),
Total Ind. Goods Raw Materials

January 1931 . . . . . 156 119 183
July 1931 . . , . . . 134 116 147
December 1931 , . . 167 108 - 210
January 1932 . 162 110 - 200

These figures show that the aggregate of stocks is greater
than a year ago, the stocks of finished goods having diminished
_but those of raw materials having increased.

It is far more difficult to gain a proper idea of the
changes which have come about during the crisis in regard to
fixed capital. Here several processes would seem to be counter-
acting one another. The new investments of fixed capital

commenced in the period of prosperity have in part been’

completed in the crisis, though in part the relative operations
were suspended. Hence the fact that in the first year of the
crisis the sale of machinery was far greater than it iv at
present, The natural wear and tear of buildings; machinery,
and tools continues, being approximately just as great during
the crisis as at other times; if part of the fixed capital is
preserved by reason of its non utilisation, another part wears
out and deteriorates by reason of its mot being utilised. On
‘the basis of the known wear and tear percentages for buildings,
machinery and tools and a knowledge of the total quantity of
the various component parts of fixed capital it would therefore
be theoretically possible #io ascertain hiow many new buildings,
machinery, tools, ete. must enter annually into the productional
process to ensure a simple reproduction, i. e, the repllacement
of the wear and sear.

.- Such calculations, however, meet with great practical
difficulties since such data as are available at all in regard to
fixed capital, are—save in a few exceptional cases—always
expressed in terms of money, Since, however, machinery and
other component parts of fixed capital play a part in the
production process and successively impart their value to the
product during many periods of production—it being in this
peculiarity that they differ from other parts of constant
capital—the fixed capital operating -at present contains, ac-
cording to its natural form, equal component parts with widely
different cost prices, accordhng to whether they were a;oqmred

25) Pubhcatlon suspended. .
?6) No more recent returns available,
*7) “Survey of Current Business”, 1932, March py_23~

before the war or else during the war or in the period of \i‘er&

~ high prices immediately succeeding it.

The crisis has reached such a depth that there is at present
a disaccumulation, i. e. a diminution, of fixed capital, and
that not only as regards its value, which is the case in every
crisis, but also as regards its natural form. If we consider the
decline of agriculture and the decrease in the stock of articles
of daily use in the homes of hundreds of millions of workers,
peasants, clerks and other employees, it will be plain that a
general process of impoverishment is in progress, although the °
unsalable stoeks of goods have not diminished. The contradic-
tion between the productive forces and the production relations
is here most strickingly evidenced.

The New Price-Drop and the Agrarian Crisis.

The last few weeks have brought with them a renewed
price-drop for the most important articles of international
trade. The hopes attaching early in the year to a temporary
upward trend of prices, have proved wholly illusory. The
following table shows the

Price Development of Certain Important Goods of
International Trade®®).

April13th PeakRate Aprili13th

1931 1932 1932 .

Wheat Chicago

(Cents p. Bushel) - . 84,00 60,87 59,37
Maize Chicago !

(Cents p. Bushel) 62,50 40,25 34,50
Sugar New York o

(Cents p. Lb.) 1,32 1,08 0,60—61
Coffee Hamburg i

(Pfennings p. Lb.) 25,63 48,50 47,00
Copper.New York

(Cents p. Lb.) 10,00 7,50 5,75 -
Zince London )
(£ p. Ton) .o ... 1118)9 14,13/9 11,2/6
Tin London : .

(£ p. Ton) " . 1153/9 142,13,9 10344
Lead London '

¢ p.Ton) . . . . . . . -~ 13 15,12,6 11
Silver London ’
- (Pence p. Oz) . 12,15/16 20,7/16 16,5/8
Cotton New York

(Cents p. Lb.) 10,45 7,20 6,25
Hemp London

(£ p. Ton) . 19,0,0 20,5,0 18,10,0
Jute London

(£ p. Ton) . 16,0,0 20,0,0 16,12,6
Rubber London

(Pence p. Lb.) 3,5/16 3,11/16 2,7/16
0Oil New York) )

(Cents p. Gallon) 15,65 16,65 16,65

The London prices were influenced in the course of the
year by the fluctuations in the sterling rate, though the
price-drop ig greater than is justified by the appreciation of
sterling. With the exception of coffee, these articles are all
considerably lower in price than they were a year ago.

These figures also reflect the further aggravation of
the agrarian crisis. Though of late the price-drop for agri-
cultural products has slowed down or come to a stop, it has
already reached such a low level as to spell ruin for the
great majority of agricultural producers.

In spite of the fact that the low prices dk) not suffice
to cover the costs of output, the diminution of the area
under cultivation ig but slow.

The longer the economic crisis lasts, the more acute
the agrarian crisis is bound to get. The consumption of
industrial raw materials decreases, while unemployment and
the impoverishment of the working masses in general are
reflected more and more clearly in a decreased consumption
of foodstuffs, especially of such of a higher grade, such as
meat, milk, butter, and eggs, which in turn further aggravates
the critical position of cattle-breeding,

* The Creditary Crisis and the Salvaging of Banks,

During the last few months, the bank rate was lowered
in a number of countries. It would, however, be a great
mistake to- draw inferences from this fact—as was possible
in pre-war times—in the sense of an amelioration of the
creditary crisis. .The offlclal bank rate has long ceased to

——

28) “Deutscher Volkswwt” of April 15th 1932.
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be a reliable barometer of the money market. In the present
crisis, the credits accorded by the central banks acquire a
pronouncedly political character. The trend of the bank rate
no longer reflects what is going on in the sphere of credit.
It is only privileged enterprises that are granted a limited
credit by the banks of issue. The lowering of the bank rate
is therefore by no meang tantamount to a diminution of the
creditary crisis.

A special significance attaches to the lowering of the
bank rate in London. During the last few months there has
been an appreciable improvement in the exchange rate of
the pound. By the purchase of ‘gold within the country and
by squeezing gold out of India, the Bank of England has
succeeded in increasing its gold holdings and almost entirely
repaying the credits granted by France and the United States
prior to the abandonment of the gold standard. Through a
cessation of capital exportation dnd obviously also through a
mobilisation of part of the capital invested abroad, the
British balance of payments has once again become
favourable,

The upward trend of the sterling rate led to an influx
of short-termed loan-capital from other countries in the hope
of speculative profits and presumably also to a return of
British capital which had fled® abroad out of fear of a
depreciation of sterling. All these factors have contributed
to a markedly ‘increased easiness on the London money!
market, . T

In the United States, the attempt to stem the wave of
bankrupteies, and at the same time to influence the ecopomic
situation from the money side was continued by the founding
of the “Reconstruction - Credit Corporation” and by changes
in the statutes of the Federal Reserve Banks, though so far
without any result. o :

At the same time, the financial crisis has continued to
grow apace in the East European and Balkan countries. The
bankruptcy of certain countries in the near future is quite
inevitable, unless they cobtain further foreign loans.

The bankrupteies of banks, financial concerns, and in-
dustrial enterprises continue, As a matter of fact, practically
all business banks are already bankrupt. They are bankrupt
in the sense that,-if their business liad to be wound up to-day
for some reason or other, their "debts would™ exceed their
realisable assets. The assets of the business banks are invested
in credits, shares of industrial enterprises, house property, teal
estate, and the like. If realised at the present time, the proceeds
of this form of property would represent only a fraction of the
nominal value, the more so as the very fact of a forced sale
inevitably entails a further fall of prices. Supposing a
capitalist way out the crisis to be possible, these objects would
rapidly rise in price and the banks which are at . present
potentially insolvent would regain. their solvency: -

This potential bankruptecy of all the business banks and
financial concerns explains the fact that in case of bankruptey,
enterprises with a formally favourable balance sheet are only
able to pay a small part of their liabilities, Hence the embit-
tered struggle in regard to the question which bank or which
other enterprise is to be saved by government aid.and which
not. For this decides which  enterprise, or which group- of
capitalists, is eventually to profit by the crisis by way of
centralisation in the event of a capitalist way out of the
crisis being . finally found. . ) -
~  In every crisis there have been failures of leading banks.
The new thing about this crisis is the great number of
bankrupteies among the giants of financial capital and the
faect that, in spite of their tremendous budgetary deficits, the
capitalist states are willing to salve so many banks at state
expense. This was the case in regard to the Austrian Credit
Anstalt, the Danat Bank and the Dresdner Bank in Germany,
and the Svenska Bank in Sweden. This, too, is the purpose of
the “Reconstruction Credit Corporation” in the United States.
- The success attending such salving operations, however, is

extremely doubtful. It depends, upon the whole; on the further
development of " the .crisis. Even after such operations, the
‘capital investments and borrowings of the big banks amount
to many times their own capital. If after the salving operation
" from 10 to -20 per cent, of the banks’ claims are forfeited, as
they are most likely to be in view of the present virulence of
the crisis, the share. capital is once more lost and fresh
measures of relief are necessary. 'We can therefore by no
means assume that the gigantic sums handed over to the
financial obligarchy through the state .treagury and at the

expense of the working classes, will ‘tend to terminate the »

series of bankruptcies among the leading banks.

The Collapse of the Kreuger Concern. "

The daily press has dealt so fully with the case of Ivar
Kreuger, that we shall refrain from repeating what is already
known and shall limit ourselves to enumerating the facts
which are of the greatest interest to our readers.

a) Among all the giants of financial capital, the Kreuger
concern was the most international. Kreuger possessed match
factories, mines, banks, and so on, in literally all capitalist -
countries. The raising and distribution of capital by this con-
cern were likewise international in character. In return for
the monopoly in the output or sale of matches, Kreuger ac-
corded loans to dozens of countries. On the other hand, he
obtained capital by operating with his own credit between
credit-seeking countries and capital-exporting.countries.

b) Kreuger’s financial concern was a model specimen of
the combination of industrial and banking capital to form
financial capital.

¢) Kreuger created an almost complete industrial monopoly
for an important branch of industry. The completeness  of
his monopoly, however, in no way enabled him to organise
preduetion according to plan.

d) The investigation of Kreuger’s affairs shows more®
clearly from day to day that Kreuger was the most barefaced
swindler and the most typical credit gambler in the entire
history of capitalism., Right up to the time of his death, he
steceeded sc well in concealing his defraudationg, thanks to
his “gocd” relations with politicians and journalists in all
bourgeois camps?), that even after his suicide the most
respectable bourgeois organs still wrote of him in terms of the
profoundest respect. ’

In the course of the month following Kreuger’s suicide,
hardly a day passed without some fresh revelation as to the
most cunning frauds, all of which he had carriedr out
personally. - o

It appeared that the managers of the various joint-stock
companies controlled by Kreuger had at his instigation most
fantastically faked their -balance-sheets. It appeared that
the same securities had been pledged twice over for raising

" eredit, that the same lots ‘of real estate had been mortgaged

twice. It appeared that the. “tragic hero” had, according to
the official report of the Stockholm Chief of Police, printed,
and personally forged the signatures on, 42 treasury bills
of the Italtan administration of monopolies for half a million
pounds sterling -each, besides 5 bonds for 1,533,700 pounds
sterling -each, together involving a sum of more than
28 million pounds. It appeared that all the enterprises of
world-wide- reputation belenging to the Kreuger concern, e. g.
the .Svenska, the International Match, and the Erikson—to.
say nothing of the numerous banking concerns all over the
world; founded- by Kreuger solely for- the purpose of veiling
his defraudations—are bankrupt, since their (Assets congsisted
chiefly of eclaims on the parent house of Kreuger & Toll

- These forgeries and frauds had been ecarried on for no
less than -seven years. It was only possible to keep them
secret by means of the system of joint-stock companies in
general and the special system of “shares carrying varying
voting rights” (only introdiuced since the war) in particular.
Under the patriotic pretext of safeguarding the “national”
Swedish character of the enterprises, Kreuger had introduced
a §ystem- dccording to whieh holders of “A” shares should
have one vote per share, while holders of “B” shares should
have only omne vote per 1000 shares. The “A” shares he kept
in-his ewn hands and in this way, at small cost to himself,
became. the absolute ruler of the ‘entire concern.

The ‘excitement among the small capitalists and investors
in Sweden, the United States, France, and all the - world,
who had invested- their money in Kreuger securities, is
naturally tremendons. True, this crisis ~had already
engendered a series of great.collapses, a number of “heroes”
of the small capitalists, men like Lord Kylsant and Oustriec,
Gualino and Lahusen, Michael and Jacob Goldschmidt, -had
turned out to be incapable muddlers or criminal defrauders.
But Kreuger had beén a demi-god for the small capitalists
of all the world. His denouncement as a swindler of the
27 %) An examination-of Kreuger’s papers showed that he
had granted a “loan” to the renegade Kilbom; he had like-
wise advanced money both-to the National Socialists and to
the Social Fascists (through the mediation of Siidekum; who
figures on"the board of the German match factorieg belong-
ing to.the Kreuger concern).
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purest water- places the small capitalists in face of the
question as to whom they can still trust at all. Whose turn
will it be next? The Kreuger collapse marks a renewed
aggravation of the credit crisis.

Reparations, Inter-Allied Debts and the Pro-
ject of a Danube Federation.

On July 1st, the Hoover moratorium for Reparations
and inter-Allied debts will expire. It is obvious that even
after July 1st Germany will not be in a position to pay any
Reparations. The Entente debtors of the TUnited States
consider it a matter of course that, if Germany does not
pay them, they in their turn will not make any payments
to the United States®®). But the American Government is of
a different opinion and continues to adhere to the standpoint
that there is no connection between the German Reparations
payments and the repayment of the Allied debts. Not that
the United States really imagines that Great Britain, France,
and Italy would actually continue their payments if Germany
were not to pay; the Americans merely -want to make use
of their claim as a means of political pressure against France
,and Great Britain, all the more so as, by reason of the events
in China, the antagonism between the United States and
Japan—which also means an antagonism between the United
States and Japan’s avowed ally, France—is rapidly growing.

On the other hand, France insists that that part of the
German payments to France which exceeds France’s obliga-
tions to America (the so-called “compensation payments”) must
continue to be paid even in the case of a further moratorium
or of the anullation of the inter-Allied debits, )

Roughly expressed, there are thus still the followling
opposing standpoints:

Germany: We cannot pay any more
now or later.

Great Britain (& Italy): Cancellation of Reparations and
inter-Allied debts.

France: The Reparations obligations are binding on
Germany, The inter-Allied debts should be cancelled, and the
Reparations also with the exception of the “sacred” compensa-
tion due to France.

United States: No cancellation of inter-Allied debts.
Reparations a matter for Europe to decide for itself.

In the course of the last few months various attempts were
made to find at least a temporary compromise, but so far
without success. Such a compromise is obviously impossible
without the consent of the United States.

Thug the London conference attended early in February by
the Reparations creditors and Germany, terminated without
any result. The further treatment of the matter was postponed
till June. Obviously, the conference in June will be faced with
the same difficulties as that in February and will find no
other way out of them than a further moratorium, The final
“solution” of the Reparations question, however, can only be
brought about by a second world war or by the proletarian
revolution.

Even less successful than the Reparations conference was
the London conference of the four leading European Powers
on the subject of a Danube federation, the mature of which
is as follows: .

Some, of the Danube states, Austria, Hungary, and
Bulgaria, are practically bankrupt in relation to foreign coun-
tries. They urgently need foreign loans if a catastrophe is to
be averted. Financial aid can only be obtained from France,
or possibly from Great Britain. France has demanded that
Austria and Hungary should conclude with the states of the
Little Entente an agreement regarding a reciprocal 10 per
cent. customs privilege, from which all other states, Germany
and Italy in particular, should be excluded.

The political purport of this suggestion—apart from the
preparation for intervention—is that of separating Austria
and Hungary from Germany and Italy and subjecting them,
by way of the Little Entente, still more than hitherto to the
influence of France, thus making them: part of the French
system of vassal states and at the same time erecting an
additional barrier to the “AnschluB” of Austria to Germany.

. Economically, such a plan offers no solution for the states
in question. The main problem for Hungary, Yugoslavia, and

‘Reparations, either

30) Tt is characteristic that the British budget for 1931
merely records the revenue from Reparations and the
payments to the United States. '

Rumania is that of finding a market for their surplus agri-
cultural products—grain and cattle. In so far as Czechoslovakia
and Austria import agricultural produce, they have always
purchased it from these neighbouring countries. The increase
of sales which would result from a 10 per cent. preferential
customs duty would be quite negligible. As regards the price
formation, a price 10 per cent. above the world-market price
would bring just as much less as hitherto. Therefore the French
plan has met with no real acquiescence anywhere, Czecho-
slovakia, where the agrarians exercise great influence on the -
government, was indeed more prone to decline than to accept
the suggestion. Poland feared for its agricultural exports.
Hungary was averse once more to sanction by any such
agreement the state of affairs created by the Peace of Trianon,

A decided resistance to the French plan was offered by
Germany and Italy, the latter in particular pointing out that
it had already concluded special preferential agreements with
Hungary and Austria, which it desired to expand rather than
abandon.

Great Britain was outwardly on the side of France, but
by the very fact of its invitation of Germany to the London
Conference it effectively frustrated the French plan, whose
political aims it had already sought to thwart by demanding
that Bulgaria be included in the Danube Federation, in which
the three states of the Little Entente would thus have been
associated with ‘three other countries, instead of two, as
provided for in the French plan.

Thus the failure of the Danube Conference once more
shows the depth and manifoldness of the antagonisms in
“Balkanised” and crisis-ridden Europe. This failure, however,
by no means implies that the idea of a Danube Federation
will not come up again in an new form. -

Germany.

“The gross output value of German industry, which at its
peak during the business boom temporarily figured at 7,500
million marks a month, now amounts to barely 3,000 million
marks, On the basis of 100 to represent the year 1928, the
volume of output receded from 71.7 in July 1931 to 56.1 in
January 1932. While the industrial output of the world is at
present still about 7 per cent. over its pre-war level, the
amount of goods produced in Germany is about the same as
was produced in the year 189731).“

The big wage reductions effected by means of the Briining
Decree, have already begun to entail a corresponding decline
in the sale of articles of consumption, thus particularly af-
fecting those branches of industry which had so far better
withstood the crisis. Foreign sales, in which eonnection means
of production play a decisive rdle, shrink more and more by
reason of the almost total standstill of investitional activity
throughout the capitalist economy of the world, and also of the
increasing isolation of the separate states towards one another.

The falling off of sales on the home market is closely
interconnectet with the parallel movement on the world
market. The very pronounced diminution in the absorbing
capacity of the home market undermines the foundations of
the great monopolies, the possibility of dumping. The home
market has so greatly shrunk that, in spite of high prices, the
profit realised on the home market does not suffice to cover
the costs of dumping. German export trade, which with the
help of a greatly intensified exploitation of the working class
has so far held its own relatively well, is threatened with a
sudden and big relapse in the current year. .

If we add to this the fact that, under the standstill agree-
ment, Germany is liable to pay roughly 150 million marks
monthly to foreign countries, that there can be no question
of any influx of foreign capital, that the Reparation obliga-
tions formally continue to exist, that, deducting all loaned
sums, the gold reserves of the Reichsbank only suffice for the .
standstill payments of three months, that the budgets of the
Reich, the individual German states and the cities all show
tremendous deficits—it is obvious that the menace of a deficit
on the trade balance through a diminution of exports should

. rd N
31) “Vierteljahreshefte fiir Konjunkturforschung”, 6th year,
No. 4, p. 35. ‘
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render more acute the danger of inflation, the presumptions
for which are given in the country itself in the greatly in-
creased monetary circulation in the face of falhng prlces and
decreasing wsales.

The crisis has attained such dimensions that, according to
the calculations of the Institute for Business Research, the
current production no longer covers the current consumptlon,
greatly as the latter has shrunk (v, General Section). The
present output has dropped back to the level of the output
of 35 years ago.

This progressive deterioration in the situation of the in-
dustrial enterprises, is reflected in the development of the
share quotations. The share index of the “Deutscher Volks-
wirt”, which comprises all the shares admitted for quotation
on the Berlin stock exchamge (taking into account the amounts
of capital involved), shows the following development:

Index of Rates in Percentage of Nominal Value.

End of End of Endof July 11th Sept. 16th Apr. 13th
1928 1929 1930 1931 1931 1932
1656.4 128 90.6 .7 56.4 46.56

The. decline in the rates would be yet far greater were it
not for the fact that all the big enterprises which still have
the necessary means, bolster up the rate by purchasing their
own shares.

Potash and brown coal, certain enterprises enjoying a
technical monopoly, like I. G. Farben and Siemens & Halske,
and a number of breweries: such are the firms whose shares
are still above par, To what extent this is due to share-purch-
ases by the firms themselves, is beyond our knowledge.

In any case the situation of the capitalist enterprises of
Germany is in most instances very bad, and a number of open
bankrupteies appear to be inevitable .

No Spring Revival.

During the last few months, the crisis has been going from
bad to worse. The deterioration is so marked as completely
to suppress any tendency towards a seasonal revival in the
spring.

All hopes attached to such a spring revival have proved
illusory.

This may be seen by all available figures and reports.

The most characteristic fact is that the labour market has
hitherto experienced no seasonal relief. The number of wholly
unemployed figured as follows (in' thousands, at thev end of
each month):

January February March
6042 6128 6031

Even more striking is the number of working hours
actually worked in its percentage proportion to the total

number of hours of which the workers are capable:

Industries Industries

producing means producing means

of production of consumption Total

December 1931 . , 30.9 @ 476 38
January 1932. . . 27.6 41.6 33.6
February 1932 . . 27.4 43.5 34.3

Average daily working-time of occupied workers, in hours:

December 1931 . . 6.62 71 6.83
January 1932 . . . 6.41 6.65 6.51
February 1932 . . 6.58 6.99 6.75

. Business is particularly bad in the heavy industries. The
Rhenish-Westphalian Coal Syndicate reports:

“The first two months of the year 1932, compared with

.the first two months of the preceding year, show a 67.1 per

.~ cent. drop in the exports of the Ruhr Coal Syndicate. Bet-

ween November 1931 and the end of March 1932, the number

of men employed decreased from 224,000 to about 200,000,

although 813,000 idle shifts were recorded in December,
969,000 in January, and 1,021,000 in February.”

.. Including the coke stocks (expressed in terms of coal), there
are about 13.5 million tons of coal and 1.5 million tons of
browncoal briquettes at the pit-heads.

Output of the Heavy Industries.

Pig Iron Crude Roll.

Hard Coal Brown Coal Steel Mills

in Millions of Tons in Thousands of Tons

January 1931 . 11.35 11.03 603 774 600
February 1931 . . 9.79 9.51 520 764 593
‘March 1931 . 10.61 10.06 561 813 650
January 1932 . . 87 9.6 355 400 326
February 1932 . . 8.38 9.74 330 448 354
March 1932 . 8.47 9.81 314 435 —

As already pointed out in the General Section, the home
sales of iron no longer suffice to cover ‘the natural wear and
tear. Nor did the spring afford any relief.

The poor sales of iron and steel are the immediate out-
come of the bad business done by the most important purch-
asers, the building industry, engineering, and the railways.

Building activity in Germany is practically at a complete
standstill.

As regards the value of the building output, it had sunk
in 1931 to roughly 4,000 million marks. In 1932, it will, as
may be estimated, represent only half that value, i. e. 2,000
millions®). Obviously, such a diminution in the value of the
building output must continue to harm the sale of building
materials, including iron and steel, and also the sale of
articles of consumption by reason of increased unemployment.

The second main customer of the heavy industries is
engineering, the situation of which is highly critical, The
home market for machinery has shrunk to a minimum. The
index figure of orders receded from 123.6 in the year 1927
to 20.9 in December 1931, i. e. to one sixth.

hThe new year brought no improvement in this regard
either

The third among the chief customers of the heavy in-
dustries is the transport trade. The position of the State rail-
ways -is catastrophic. In January and February, the takings
from freight traffic amounted to only 50 per cent. of those
of the corresponding months of 1929. There are hardly any
orders for locomotives, rails, or rolling-stock. The automobile
industry is likewise occupied only to a fraction of its total
capacity.

The gigantic degree of unemployment, the reduction of
wages and salaries, and the adverse position of the great
majority of the Workmg peasants, naturally call forth a
further diminution in the degree of occupation of” the in-
dustries producing means of consumption. The savings of the
workers are exhausted, as are also their very meagre possi-
bilities of credit. A great decline has ensued in the consump-
tion of the most indispensable commodities on the part of
the broad masses. .

»

Decline of Home Consumption of Commodities since 1929.

Foodstuffs, To- Wearing Household Cultural &
bacco, ete. Apparel Goods Luxury
13% 249 25% 33%,

These are average returns, which conceal the class charac-
ter of the situation. Since broad classes of the population—
bourgeoisie, landowners, rentiers, rich farmers, higher officials
—have hardly reduced their consumption, it is obvious that
the percentage reduction in the consumption of the workers
must be far greater than these average f1gures indicate.

The volume of orders in industry is so small that, leaving
out exceptional cases, it-would on the whole suffice to oceupy
industry for no more than a few weeks.

The possibility, meanwhile, of counteracting the narrow-
ness of the home market by an increased sale on the world
market, grows smaller and smaller. Germany’s export trade
shows a markedly retrograde tendency.

Foreign Trade in Millions of Marks.
Imports Exports Export Surplus

1929 Monthly Average 1121 1124 3
1930 Monthly Average 866 1003 137
1981 Monthly Average 560 800 240
1931 March 584 867 263
1932 January 440 542 102
1932 February 441 538 97
364 527 163 -

1932 March

82) Weekly Report of the “Institute for Busmess Research”
April 13th, 1932.
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Exports have shrunk to less than half the year’s average
for 1929. The export surplus is attained by a very pronounc-
ed -restriction of imports. But this export surplus does not
suffice to cover the payments of interest and redemption of
short-termed debts, as envisaged by the standstill agreement.
From this side, too, the German currency 1s serlously threa-
tened,

German exports would have receded ye't far more mark-
edly, had not exportation to the Soviet Union -greatly in-
creased. A 38 per cent. decline of all export: trade (without
that to the Soviet Union) between 1929 and 1931, is opposed
by a 115.4 per cent. increase of exports from Germany to the
Soviet Union alone, whereby the diminution in total exports
shrinks to 30 per cent.

Exports to the Soviet Union hgured as follows in mllhons
of German marks:

1929 1930 1931

353.9 - 430.6 762.2

At roughly 8 per cenf.; the Soviet Union takes fourth
place among the purchasers of German goods (after Great

Britain, Holland, and France), while it ranks first in regard_

*to 1mportant branches of 1ndustry, e. g. engineering.

The Search for a Way out of the Crisis.

The German bourgeoisie is eagerly seeking a way out-of
the crisis. Innumerable plans have been suggested, which are
not worth dealing with at greater length. They may roughly
be classed under the following main heads: Inflation, further
wage-reductions, war.

No one calls openly for inflation, which is cloaked by the

designation of ‘‘credit expansion for the purpose of reviving
economy”. The tremendously indebted heavy industries and
the likewise heavily indebted agrarians are in favour of in-
flation. Other groups- among the. bourgeoisie, including the
chemical and electro-technical interests, which are at present
somewhat flrmer, are for the time belng opposed to such a
measure.
.~ In this respect it must be borne in mind that a deprecm-
tion of the German mark would by no means remain within
the relatively narrow limits as has the depreciation of the
currencies of Great Britain and the. Scandinavian countries.
In view of the greatly swollen olrculatlon’“’), the deficit on the
balance of payments, and the experiences of the early post-
war years, the mark would, were it to sink below par, im-
‘mediately suffer a sudden depreelatmn The German bourgeoisie
would by no means be able to. limit or “regulate” an in-
flation. Hence the resistance, so far successful, to such of the
bourgeoisie as seek salvation in-an ‘annulment of their debts
by means of inflation.

A further reduction of wages, on the other hand, is
demanded more or less openly; nay, it is being prepared or. is
in part already realised. This ca]l -for further wage cuts: is
c;oaked by such expresswns as an “equalisation”, “adaptation”,

“differentiation” of wages. )

But the German bourgeoisie recognizes that in the present
circumstances even the most extreme exploitation of the
‘proletariat and the utmost possible curtailment of wages would
mnot suffice to increase Germany’s export trade, that the home
market would merely be yet more restricted by the lower
wage level, and that the development of a revolutionary crisis
would be accelerafed Therefore, the bourgeoisie inclines more
and more in the direction of the third way out, which is war.
Only from a war, whether it be an 1mper1ahst war or a war
of intervention against the Sov1et Union, does the German
bourgeoisie hope for that rapid increase in demand which
could extricate German capitalism from the present crisis.

As regards the individual enterprises, they save themselves
from bankruptecy by means of government aid, by relief

) Tatal Monetau Clrculatlon

Aprll 7th, 1930 . 6064 Million -Marks
April 7th, 1931 . 5971 Million -Marks

April 7th, 1932 . 6066 Million Marks

In spite of the pronounced price-drop and the still more
marked ‘diminution 'in the turnover of goods the amount of
money in circulation does not decrease. It is estimated that 1
or 134 million marks’ worth of banknotes have been hoarded.
Supposing these are thrown into circulation out -of fear of-a
.depreciation of the currency, a collapse of the mark is
inevitable. s

Decembe& 1931

medsures on the part of.the Treasury, or by government credlts
1,000 million marks were spent by the German Government
for: the relief of the big banks.

The Social Fascists remain true to their usual réle in
describing this robbery of the working masses as a step in
the direction of the realisation of Socialism,

The increasing revolutmnary ferment among the workers
and the anxiety about the issue of the elections in Prussia, .
caused the Social Fascists to set up a plan for the solution
of the crisis. The programme in question contains many fine
demands; for public loans, the building of dwelling-houses,
a control of prices, a 40-hour week, nationalisation of the big
enterprises—naturally - with adequate compensation for the
capitalists—purchase of big agricultural enterprises by ‘the
State, etc. Under the cover of Socialist phraseology, this pro-
gramme puts forward a capitalist plan for the liquidation of
the crisis. That the big bankrupt enterprises should be bought
by the State, would mean a solution after the heart of many
a capitalist at the present moment. It would be easy enough for
them later on, when it ig in their own interest, to get back
the enterprises into their private possession. The entire pro-
gramme serves the purpose of duping the working class and
must be minutely criticised in every detail.

France.

In our last report, a detailed analysis of the state of
afiaus brought us. to_ the conclusmn that France is merely

year 1932 w1ll see the full development of the ‘crisis in that

country. -

The- sparse data to hand up to the present in regard to
the economic development of France, confirm this opinion.
They also show, however, that already towards the end of last
year the crisis had attained a greater depth than was gene-
rally assumed to be the case. In its February issue, the
“Observation Economique”, published by the Comité des Forges,
pubhshes the followmg e -

‘... Index Figures:
o (100 representing 1930)

January 1931 July 1931 December 1931

Means of- Production . . 818 75.7 78
Cons. of Ind. Raw Mate-

rials. . . ... 948 78.9 62.8
IndustnesproducmgMeans ’

~of Consumption 78.8 69.7

‘These returns show that the decline of output in France
is greater than was generally supposed. -

If we regard the returns of individual industries, in so
far as more recent figures are available, we can observe a
consistent further decline.

: Output of Coal:per Working-Day

January 1932 February 1932
161,000 Tons 154,000 Tons 154,000 Tons

The iron and steel output shows the following
steady declme dunng the last few months (100 represent-
mg 1928):. S S

. 1st Qualtelﬁ Jan. June Nov. .+ - Deec. " Jan.
ot 1929 1931 1931 1931- - 1931 1932
[ron 106.6 93.4 79.3 - 68.8° 63.4 58.3
Steel .. 1041 93.7 816 .~ 69.9. 67.1 ‘58.9

/ The industries working up raw materials- also show a sim-

-ilar decline, especially the automobile industry and the various

luxury industries dependent on-export trade and tourist traffic.

. Thé decline in‘the business position in general is character-
istically reflected in the. marked drop. in the takmgs of the
rallways and the consequent deficits appearing in the balance-
sheets -of ~all. the. railway companies. In their entirety, the

“French railways closed the year 1931 with an. aggregate
“deficit of 2580 million franes.

Yet more symptomatic is the pronounced increase in un-
employment. As .officially recorded, the unemployment total
rose uninterruptedly until, the second half of March, when it
reached its peak at 305,496 wholly unemployed, the first week

-of April witnessing a. “decline to 303,000.- Over against this, the

number of’ unemployed at the end of March 1930 was enly
50,000.
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These official figures embrace only -a small fraction of
the actual unemployment total. In general it is assumed that
the real total is five times as great, which would mean a
figure of about 11 million. Besides this, short-time work is
very widespread. Of the enterprises employing 100 workers or
more, 56 per cent. were at the beginning of March working
less than their normal working-time of 48 hours a week;
59 per cent. of the total occupied workers were working only
five days in the week, and 11 per cent. four days and less.
Contrary to the widespread supposition, that in France un-
employment is quite insignificant, it thus rather appears that
far more than 50 per cent. of all French workers are either
unemployed or working short-time. S

The crisis is -most strikingly to be seen in its effect on
foreign trade, which, for the first few months of the current

First 3 First 3 - Diff.in
Months Months Rel.to ~
Imports: 1932 1931 1932 -
Foodstuffs 2,463 3,392 — 929
Raw Materials 3,280 5,932 — 2,652
Finished Goods 1,614 2,483 — 864
Together . 7,358 11,807 — 4,449
Exports:
Foodstuffs . 768 1,017 <« — 249
Raw Materials 1,279 2,024 — 745
Finished Goods 3,247 5,353 — 2,105
Together 5,293 - 8,394 — 8,009

These figures show that both imports and exports have
declined quite considerably. France’s commercial poliey is di-
rected towards reducing the deficit on the balance of trade
by a vigorous restriction of imports. )

- Since the summer of 1931, France has introduced a quota
for the importation of all sorts of goods (with quotas very
pronouncedly lower ‘than the import figure  prevailing hi-
therto), quite particularly for coal and coke, timber and wood
products, wine, cattle, meat, milk and dairy produce, sea-fish
of every kind. Besides this, there are separate agreements with
Germany and Italy regarding a great. number of industrial
goods; thus with Germany there are quota arrangements for
porcelain goods, electro-technical products, optical apparatuses
for television, furniture, toys etc. In other cases, again, France
has imposed a one-sided contingent system on German, Italian,
or British goods. .

. So ag further to limit importation, France has moreover
raised the import dues from 2 to 4 per cent. for semi-finished
and from 2 to 6 per cent. for finished goods. i

The quota system entails a more pronounced increase of
prices on the home market than does an ordinary customs
gystem. In the case of customs duties, the exporting country
has the possibility of yet increasing the import, if it ig able
to sell at lower prices than the native manufacturer in spite
of the duty. In the case of quota system, however, a price
competition becomes utterly useless to the foreign producer,

-who cannot sell more in the country in question than is

provided. for by the quota, however cheap he is willing to sell.
By its system of high duties, export dues, quotas, and import
prohibitions, France has actually succeeded in excluding the
influence of the downward trend of prices on the world
market and in bringing about a rise of prices. In ‘the last
few months, the wholesale index has developed as follows (100
representing 1913): .

"End . End End

of March = of Feb. of Jan.

Total Index (125 Cat.) 444 446 439
Agrie. Prod. & Foodstuffs (39) 510 511, 496
Vegetable Raw Materials (24) 513 500 490
Animal- Raw Materials (15) 503 527 505
Industrial Products (87) 388 389 390
Minerals & Metalsy (17) 400 405 ~ 420
Textiles (19) 350 . 347. - 345

This table shows that it is in the first place the prices of
agricultural products that have risen during the last few
months. This lies in the interest of the landowners and of those
farmers who produce largely for the market. The fact that
elections were prescribed for May 1st, exercised great in-
fluence on the economic policy of the French . Government,
which did not wish to lose the votes of the farmers to the
Radicals or Social Democrats. .

The influx of gold has continued throughout the last few
months though now there are signs that it is coming to an
end. The short-termed holdings of the French banks have now
been taken back in the form of gold, save for a small balance
remaining in the United States. The short-termed foreign
capital, on the other hand, which in view of the sterling de-
preciation and of rumours as to a possible departure of the
United States from the gold standard, had in the second half
of 1931 flowed to Paris as the only safe place for investments,
is now to a great part finding its way to London again in the
holg)es of speculative gains in connection with a rise in sterling
rate, :

The crisis has shaken the equilibrium of the French bud-
get. In reporting on the budget, Gardey explained in Par-
liament that the budget for 1930/31 would close with a deficit
of roughly 2,000 million francs and the budget for 1931/32,
now concluding, with a deficit of approximately 4,000 millions.
The budget for 1932/33, passed at the last session of Par-
liament, closes formally with a slight surplus;-in reality it
is bound to result in a deficit of several thousands of million
francs. i :

It is interesting to note that France’s revenue from Re-
parations figures to its full amount in the hudget of the
coming year. Speaking in the Senate, Flandin explained that
this was required by law, and that a non-introduction of the
Reparations payments in the budget might have been taken
as a sign that the French Government had given up the hope
of ever realising these Reparations. :

The structure of the new budget shows the pronouncedly
paragsitical character of French capitalism. Of a contemplated
total expenditure of 41,000 million franes, 16,360 millions fall
to the share of the National Debt. .

At the same time, the budget shows a great increase of
expenses for war purposes, gigantic as-these already were,

War Budget
- (Millions of Francs).
S Increase compared
. Total with last Year
. Army 5,240 520
- Navy 3,233 424
Air Force ) 2,550 350
Overseas Armaments 1,771 89
Military Exp. in Colonieg 92 70
12,886 1,453

About one third of the expenditure thus falls to military
purposes—though the civil expense items certainly also conceal
military expenses—and in the year of the Disarmament Con-
ference the war budget has been increased by more than 10 per
cent., representing a yet greater increase in war expenditure
in view of the reduced level of prices.

Since the very keen competition on the warld market calls
for low costs of production, and since on the other hand, the
French bourgeoisie maintaing the price level for foodstuffs
for political reasons in the interest of the peasantry, the
reduction of money wages envisaged and partly already in
operation, will also represent a reduction of real wages.

~ In this connection it must be remembered that the retail
priceg for foodstuffs (in Paris) have in the last few months
even shown an upward tendency in view of increased agrarian
protection. The index figures (on the basis of 100 to represent
913) are ag follows:

November  December January TFebruary March
1931 1931 1932 1932 1932 -
. 5b4 557 561 565 645

It may safely be assumed that the economic position will
continue to deteriorate in the course of the current year.

Italy.

‘'The” économic situation of Italy in ‘the last six months
wag greatly influenced by the economic-political line of a
maintenance of lira parity. To this end, a series of stringent
measures were introduced after the collapse of sterling, such
as an increase of the bank rate to 7 per cent., far-reaching
restrictions of the exportation of foreign bills and the trans-
mission of foreign curreney (even the Italian branches of
foreign banks being allowed to remit sumg of more than 5000
lire only with the special permission of the Government),
and a severe limitation of import trade. by means of import
quotas, ’
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The struggle agamst a depreciation of the lira called for
great sacrifices in foreign bills. The defence of the lira has
cost the Bank of Italy 2,000 million lire in foreign bills,
serving mainly for the payment of short-termed credits,
allegedly almost wholly exhausted. A slight depreciation in
relation to the dollar has nevertheless occurred, figuring in
January at 4,11 per cent. and dropping to 1,8 per cent. in
March.

Parallel with these measures, there has been a restriction
of the fiduciary circulation, in the course of a twelvemonth,
from 15,000 to 14,000 million lire. In March the Italian note-
bank started active operations on the foreign stock exchanges,
buying up lire and thereby forcing up the lira rate, since in
view of the great limitation of reciprocal currency traffic
there wag hardly any offer of lire abroad. In this way it has
temporarily been found possible practically to restore the
parity of the lira and to reduce the bank rate (in the middle
of March) to 6 per cent.

In the meantime, however, the crisis has continued to
grow in Italy too, as may be seen by the marked increase in
the official unemployment returns.

Number of Officially Recorded Unemployed (in Thousands)

December December January December = January
1929 1930 1931 1931 1932
409 642 576 982 1051

The actual total is probably very much greater. These
figures show a trebling of unemployment in the space of three
years.

In regard to production, there are only insufficient data
to be obtained. There is no general production index in Italy.
The returns of the output of the heavy industrieg are no
criterion for Italian economy, since the relative importance of
the heavy industries is very small. Nevertheless, it is symptom-
atic that the Italian steel output should be rapidly declining.

Steel Output in Thousands of Tons
(Monthly Average)

1929 1930 1931 1932 Jan.
188 148 121 93

As regards individual industries, the automobile industry,
which is of great importance for Italy, has been very hard
hit by the crisis. The Fiat concern closed its books for 1931
without any net profit, while for 1931 it was still able to
pay a dividend of 9 per cent. The Fiat automobile output
declined by 45 per cent., that of the other works still more.
Exports, which figured every year at 75 per cent. of the
output, dropped to no more than 40 per cent?*).

A similar retrogression is recorded in the chemical in-
dustry, Montecatini reports a decline in the consumption of
phosphate fertilizers of 45 per cent. compared with last year.
All other fertilizers also show decline, though less markedly so.

A Dbetter trend of business ig recorded only by such
branches of production as are immediately connected with
war indudustry. The establishment of new explosive works
and the resumption of work in the old factories of this kind
are due less to economic reasons than to the desires of the
military authorities®”). The great increase of work in the
artifical silk industry is to be explained on the same grounds.
In 1931, Snia Viscosa was able to increase its production 30
per cent above that of 1930; for the entire Italian artificial-
silk industry, the increase amonnted to about 15 per cent. The
increase in the output of lead, aluminium, and copper is due
to the same reasons.

The crisis is finding expression in a great increase in the
number of bankrupteies, whlch on a monthly average were
ag follows:

1929 1930 1931
1010 -1134 1434

Among the bankrupt firms, there are some important
banks, though the most 1mportant commercial bank in Italy,
the Banca Commerciale, was “salved” by the Italian Govern-
ment. This was effected in such manner that all the industrial
interests (share-participations) of the bank, representing a
total of roughly 4,000 million lire, were transferred to a newly
founded concern, the Italian Industrial Finance Society. By
way of the note—bank the new institution was granted a

34) “Frankfurter Zeitung” of March 18th, 1982. -
%) From the report of Montecatini, dated April 5th, 1932

government subvention of 1,000 million lire, whereby the debts
of the Banca Commerciale to the note-bank were defrayed.
These 1,000 million lire are to serve to compensate the new
institution for the loss incurred on the shares taken over from
the Banca Commerciale. The scandalous thing about the whole
transaction is that, now its losses are covered by a government
subvention of 1,000 millions, the Banca Commerciale is able
to declare a net profit on the year 1931 of 62 million lire,
compared with 88 millions in the preceding year, so that the
financial oligarchy suffers no loss at “all.

As in other countries, the emission of capital has very
greatly receded durmg the crisis, On a monthly average, it
figures as follows in millions of lire:
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