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INTRODUCTION

“Communism is not a doctrine, bul a movement. It pro-
ceeds not from principles hut from facts.’! This was said
by Engels, who passionately fought all attempts to Lurn the
revolulionary teaching of the proletarial inlo a lifeless
dogma. Such atlempts were made even when Marxism was
only beginning to spread. The lalest book by Academician
Varga, the outstanding Marxist economist, is written in
defence ol the “living soul” of Marxism, for it throws light
upon the discussions taking place between Soviet scholars
who are striving for a decper understanding of the proc
esses al work in the capitalist countries.

This massive work summarises the author’s many years
of' rescarch and revives some of the problems discussed
in the past which are no less relevant loday than they were
at that time. Furthermore, it poses a number of topical
theoretical problems demanding an early solulion.

Being a genuine scholar himself, the author declares that
genuine scicnce has no ready-made answers to new prob-
lems, that il must search and invesligate and (hus find
new solutions. Varga even ecriticises some of the conelu-
sions he drew in the past and which subsequent events
have proved wrong. He also develops some of his earlier
views, and attempts to answer many of the burning ques-
lions being discussed by economists today, His analysis
of the crucial problems of political economy gives much
food for thought, criticism and discussion. The book is
worth reading for this alone.

) 1 Marx/Engels, Werke, Bd. 4, Berlin, 1959, S. 321 —TF. Engels, “Die
Kommunisten und Karl Heinzen'.
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The principal aim of the book is Lo revive some of the
theoretical aspects of political economy that dogmatists
and revisionists had succeeded in paralysing. Thoughtless
dogmatism which, Varga declares, until recenlly pervaded
the works on capitalist economy and policy, has been deall
a heavy blow. Varga states thal the best way of fighting
dogmatists is to make “concrete analyses of concrete situa-
tions”, and gives examples to show how these should be
made, how new facts which refuse to fit into the old
mould should be evaluated, and what approach should be
adopted in the sludy of modern capilalism’s new phe
nomena.

The book also deals a blow al revisionists who repudiale
or attemptl to revise Marx’s basic theoretical propositions
often simply throwing Marxist theory completely overboard.
Varga’s book shows that only a Marxist-Leninist approach
can enable us to understand the processes of social develop
ment.

Many foreign readers arc already acquainted with Acade-
mician Varga’s books on polilical economy and will
welcome his major sludy of the crucial problems of modern
capitalism.

The book analyses many problems of state-monopoly
capitalism, A scientific analysis of the processes at work in
modern capitalism and their correct appraisal are essential
for the successful outcome of the struggle waged by the
progressive forces against the ideology of monopoly
capital. This struggle includes the exposure of revisionism,
which now as before is a means by which the hostile classes
ry Lo influence the proletarial. It also includes the destruc
tion of dogmas which prevent a creative analysis of concrete
historical processes and of changes in the modern world.

The spearhead of the author’s attacks is directed against
the vulgar dogmatic conception which asserts that under
modern capitalism there is a simple and one-sided “subjuga-
tion” of the state by monopoly capital. Dogmatists assert
that state-monopoly capitalism is not a new phenomenon,
that all stales intervened in the economy, and that this has
been the eternal policy of the bourgeoisie. But they ignore
that under modern capitalism, state intervention in the
economy has a fundamentally different nalure and that
capilalist reproduction would be impossible without it.

4

Revisionists, on lhe other hand, maintain that increased
state intervention in the economy has changed the nature
of capitalism ifself. They believe that capitalism has
stopped being capitalism. This leads them to say that in
the process ol capitalist society’s development the stale
acquires an independent role, becomes more and more
independent of private capital and stands above capital.
Arguing against a dogmalic approach to this question,
and against its revisionist interprelation, Varga rightly
considers state-monopoly capitalism a merger of two forces:
the monopolies and the stale.

The book refers back lo a problem that was widely dis-
cussed in the Soviet Union in 1947, namely, whether under
monopoly capitalism the stale pursues a policy in the in-
terests of the whole bourgeoisie (this point of view was
then supported by the author) or exclusively in favour of
the monopoly bourgeoisie, the finance oligarchy. Varga con-
sidered il necessary to revise some of the ideas he had for-
merly expressed on this problem. In this book he says that,
depending on concrete hislorical conditions, either of these
views may be correct or incorrect, He mainlains that in
“normal” condilions, i.e., when the capitalist system is not
subjected to any real danger, the state is a tool of the
monopoly bourgeoisie,. But when (he existence of the
capitalist social system is directly threatened (in what may
be called “extraordinary” circumstances) the state defends
the interests of the bourgeoisie as a whole.

This point of view, though beautiful in its simplicity,
does not answer the following question: how does this
metamorphosis take place? The author himself emphasises
the “dual” (“ambiguous”) manner in which the question is
posed, saying that with the aggravalion of the general crisis
of capitalism the danger to the existence of the capitalist
state becomes permanent and that the function of de-
fending the capitalist system becomes increasingly impor-
tant to the monopoly capilalist state.

Then again, if we accepl Varga’s views, the contradiction
between the monopoly and non-monopoly bourgeoisie
should aulomatically be discounted, whereas in reality it
becomes particularly acute in “extraordinary” circum-
stances, i.c., thereby weakening the positions of monopoly
capital, We Lhink that the whole controversy on this ques-
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tion is based on a false premise. State-monopoly capitalism
both in “normal” and in “extraordinary” conditions does
nol change its nature, the state remains the same bourgeois
state as before, the whole difference being that it is dom
inated by the monopoly bourgeoisie. In this context we
could also say that the state in the imperialist countries
is concentrated and organised coercion on the part of the
monopoly oligarchy. Those sections of the bourgeoisie
which dominate the economy. dominale also polities.

We could overlook the schematic nature in which Varga
treats this question, were it not for the fact that an anfi-
monopoly coalition is forming in the West. This is a bloc
of various classes, including the non-monopoly bourgeoisie,
which if victorious will bring to an end the economic and
political rule of the monopolies.

In spite of these inaccuracics, Yarga's essay on stale-
monopoly capitalism contains a number of very interesting
ideas. T'or example, he writes that there is complele una-
nimily between the monopoly bourgeoisie on some ques-
tions and sharp contradictions on olhers. Varga demon-
strates the main conlradiction between the monopoly bour
geoisie’s lwo basic aims— that of safeguarding the capilalist
social system and of redisiributing the national income,
with the assistance of the state, in favour of maonopoly
capital.

The author also looks inlo the problem of imperialist
conlradictions and of wars belween imperialist countries.
Ie says that as long as there are imperialist contradictions
the danger of inter-imperialist wars cannot be discounted,
but that there is little chance that one will be allowed to
come to a head, Varga’s argument could be supplemented
by the following: the Soviet Union’s foreign policy aimed at
safeguarding inlernational peace ties the hands of the im-
perialists and prevents the contradictions between them
from reaching their logical conclusion, an inler-imperialist
war.

[n his essay dealing with the nalional liberation struggle
the author rightly concludes that the main problem of
the newly free countries is whether to follow (he socialisl
or the capitalist path of development. The difficullies aris
ing from this problem are often interlinked with the foreign
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political orientation of these countrics. But their orienta-
tion towards socialism or capitalism is far more important
than their foreign political orientation, as most of them re-
tain positive neutrality and do not enter military or polit-
ical bloes.

Varga criticises the definitions of the basic economic law
often found in Marxist economic wrilings and formulates
his own definition of that law (or to be more accurate, two
laws—the basic law of capitalism as a whole and the law
of imperialism). This definition of the basic economic law
of capitalism briefly describes the cssence of the capitalist
mode of production and of its imperialist stage. Bul the
reader may well be inlerested why this description has
been called a “basic law™,

The reader may also ask whether such a concept as a
“basic law of the capitalist, class-anlagonistic formation”
exists at all, especially since Varga himsell says that “basic
laws should be rational abstractions which single out the
typical features of any given formation and that this singl-
ing out is expedient and useful only insofar as it obviates
repelitions and no further! Basic economic laws cannot and
must not stale anything new.”

The problem of absolute impoverishmenl under cap-
italism was correctly reflected in Marxist wriltings pub-
lished after the 20th Congress of the C.P.S.U.. and former
views have been revised in the light of Marxist-Leninist
theory on this problem. Even so. Varga’s sharp censure of
those who continue o assert that this absolute impoverish-
ment is a continuous process is of great value. It is precisely
this type of dogmatism that has inflicted great harm on the
international communist movement and has distorted
Marxist theory.

The struggle against a vulgar approach to the problem
of the absolute impoverishment of the proletariat is of
long standing. In 1891 Engels criticised the thesis of the
Erfurt Programme of the German Social-Democratic Party,
which stated that “the poverty of the proletariat is for ever
im'reasiug”. Engels wrote lhal “this is wrong in the ab-
solute form in which it has been stated here. The organisa-
lion of the workers and their constantly growing resistance
will form a certain obstacle to the growth of poverty. But
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what definilely does grow is the insecurity of their exist-
ence.”!

In reviewing Karl Kautsky’s book Bernstein and the
Social-Democralic Programme. A Counter-Critique, Lenin
criticised the “theory of impoverishment”. He wrote, “He
[Marx—Ed.] spoke of the growth of poverty, degradation,
ete., indicating at the same time the counteracting tendency
and the real social forces that alone could give rise to this
tendency,’”

We agree with Varga that the labour aristocracy, its
composition and the sources ensuring its privileged posi-
tion have changed considerably in the course of capitalist
development and especially after the Second World War.
The dala in lhe book show that the position of the labour
aristocracy is weakening because: 1) the share of skilled
workers is decreasing, and 2) the difference in pay is di-
minishing.

But it is not quite clear whelher or not a new labour aris-
tocracy is forming, the privileged section consisting not of
highly skilled manual workers but of workers w ith high
technical qualifications. This problem calls for special \tud\
In this book Varga stresses his previous view that the func-
tion of the labour arislocracy—to safeguard lhe capitalisl
system, to disseminate bourgeois ideology among the work-
ing class, to sidetrack the workers from revolutionary activ-
ities—is to an ever increasing exient being [dlwn over by
the workers’ bureaucracy, which, in his opinien, includes
the bureaucracy of the Social-Democratic parties, the trade
union burecaucracy and the co-operalive bureaucracy.

There are many different views among Marxists on the
problem of the cyclical course of reproduction after the
Second World War., Varga holds the following view: 1) the
period of the World War should neot be included in the
cycle; 2) 1947 should be considered the beginning of the
pmf war cycle; 3) the first post-war cycle continued to the
1957-58 crisis of overproduction; 4) the second post-war
cycle began after that crisis. Varga believes that sooner or
later a single cycle will establish itself for capitalism as a

I Marx/Engels, Werke, Bd. 22, Berlin, 1963, S. 231 —F. Engels, “Zur
Kritik des sozialdemokratischen Programmentwunrfs 18917,
2 V. L. Lenin, Collected Works, Vol. 4, p. 201.

whole and that it will be similar lo the post-war cycle in
the U.S.A. and Britain, i.e., will be shorter than it was
before the Second World War.

Varga is right in warning against an overestimation of
the “anti-crisis™ measures taken by the capitalist state. But
even though the idea of crises-free capitalist reproduction
is ridiculous, it is undeniable that state activities can in-
fluence the factors delermining the intensity and duration
of the upward phase and the depth and duration of the crisis
phase in future cycles.

Much has been written about the nature of capitalist
development since the war. Even though the problem has
been widely discussed it still remains on the agenda, es-
pecially so because anti-Marxists, in their attempts to “re-
fule” Marxism, lry to capilalise on the specific features of
the post-war cycle. Varga advances many interesting argu-
ments on the causes of lhese features and much of what
Varga has written about crises will be indispensable to
any thorough study of modern capitalism and will focus
allenlion on the question of the nature of reproduction and
the movements of the eycle in the modern stage.

The author also touches upon the “eternal” controversial
question about the nature of the agrarian crisis in the 20th
century. Some economists believe that the agrarian crisis
is a cyclical and transient process, others (including Varga)
regard il as a chronic process, as parlt of the general crisis
of capitalism. The chapter dealing with the agrarian crisis
abounds in exhaustive and convincing arguments and can be
rightly considered as one of the most interesling in the book.

The author also analyses the problem of the Common
Market although, as he himself admits, he deals with it
in an absiract and theoretical manner. His analysis arrives
alt the following conclusion: “A complete economic union
would mean a single currency, a single budget, a single
state, i.e., complete political integration, the rejection of
all individual sovereignty by the countries in question.”

The Common Market crisis bears oul Varga’s views on the
contradictions resulting from this atlempt al integration.

The book alse clarifies the reason for the popularity of
Keynes’s theories in bourgeois and Social-Democratic
circles. The author believes that Keynes’s theories are
popular not for their defence of capitalism but for the
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supraclass pseudo-scientific guise in which he clothes his
arguments, and for the feeble criticism of capitalism.

The essay on Keynes is one of the best in the book, but
we think that a complete denial of the role played by
Keynes in working oul recommendations for capitalism,
and his view that Keynes has done no more than to place
the actual policy of monopoly capitalism on a pseudo-
scientific basis, are an oversimplification of the relations now
existing between bourgeois policy and bourgeois science.

The book ends with an essay on the Asiatic mode of
produclion. Varga argues in favour of Marx’s and Engels’s
views that an Asiatic mode of production did exist, and
objects to Lhe fact that the lerm “Asiatic mode of produc-
tion” has disappeared from Marxist literature. This ques-
tion is interesting today as it is from a purely historical
point of view, since it helps uncover the influence exerted
by the remnanls of thal mode on the processes now at work
in a number of Eastern countries. His proposal to discuss
the problem of the Asialic mode of production should,
therefore, be given serious consideration.

A number of events that have taken place since the ap-
pearance of the book necessitate a rcappraisal of some
theoretical and practical propositions and make some of
the views expressed in the book obsolete. Recent events
show us things in a new light. We cannot, for example,
agree with the author’s statement that only broad masscs
ol the petty bourgeoisie in town and couniry can form
the class basis of the U.AR.

Varga's book has achieved wide success in the Soviel
Union. Two editions have been sold out in record time and
many of his views have become the subject of wide dis-
CUsS1011.

Varga’s Politico-Economic Problems of Capitalism is a
major contribution to modern economic thought. Although
many of the problems raised in the book are still awaiting
a final solution, it is successfully breaking the chains in
which dogmatists and revisionists had fetlered Soviel eco
nomic thought.

V. A. Cheprakov, D. Se, (Econ.)

PREFACE

This book is intended for readers who wish to make a serious sludy
of problems of Marxist-Leninist polilical economy of capitalism. It
presumes [hat the reader is familiar with the general theory of
Marxism-Leninism.

The essays in this book, upon which | have worked for many
years, deal in the majorily of cases with controversial issues of Marx-
ism. [ hope thal they will clarify some of the issucs or, at least, give
the reader food for thought, erilicism and discussion.

The book, written polemically, is dirccled against thoughlless dog-
malism, which unlil recently was widespread in works on the economy
and politics of capitalism.

Whal, in this case, do [ mean by dogmalism?

I mse a denial of the essence of Marxism

the con -ientific analysis of historical facls, a denial of what

Lenin called the “living soul” of Marxism. Dogmatism substitutes
ready conclusions which Marx drew as a resull of his studies in def-
inite hislorical conditions for the Marxist method of research. It also
means that dogmatisls proceed from lhe assumption that not only are
Marx's general laws governing capilalist development valid to this
very day, but that all the f:
during Marx’s or Lenin's lifelime. From here dogmatists are but a

:1s must be idenlical to those obtained

slep away from adjusting facls to individual coneclusions of Marxism,
ignoring new facts which [it badly in their schemes instead of analys-
ing new phenomena typical of modern capitalism. Dogmatists attempt
to prove the immutability of all of Marx's propositions using isolated
and untypical facts. Lenin aptly remarked thal considering the com-
plexity of capitalist sociely it is always possible to find isolated facts
lo prove any theory.

The dogmatist considers himsclf an “orthodox” Marxist. In reality,
however, he is a “Marxist” who, as Marx once jokingly described
himself, is “no longer a Marxist™,




This book is nol directed against revisionism of questions of the po

litical economy of capitalism for there is no open revisionism among

us. Repercussions of revisionist ideas are sometimes encountered in a

concealed form only among the champions of econometrics.

I'he term *political economy” is used in this book in its broad sense,
that is, without a dislinet division between politics and economics,
For lhis reason it sometimes deals not so much wilh economic as with
political problems. This is in keeping with the spirit of Lenin’s works
who, as we know, characterised politics as “a concentrated expression
of economics’.

The problems of the political economy of capilalism demanding a
new critical sludy are given no exhaustive discussion in' this book.
A whole series of other problems could be pointed out, for example,
the problem of the strategy of the proletarian revolution in the highly
developed capilalist counlries, the need for detailed Marxist analysis
and criticism of economelrics, the delinition of the extent to which
mathematies can be applied to a research of the anarchically develop-
ing capitalist mode of production, the problem of whether the reason-
ing and behaviour of the individual is decided only by his social being
or also by other factors (biological, genetic, eic.). In other words,
whother Marx’s theory of the dependence of human conseiousness on
social being refers lo classes or lo every individual,

Unfortunately, it is beyond my powers to altempt lo analyse these
problems loo. I hope that this will be undertaken by younger scholars.
[n conclusion 1 wish lo express my gratitnde to E. L. Khmelnitskaya

who read the manusecript and offered valuable suggestions and also

to S. A. Drabkina for her assistance in preparing the Russian edition
of the book.

Y. Varga

Moscow, 1963

MARXISM AND THE PROBLEM
OF THE BASIC ECONOMIC LAW
OF CAPITALISM

Ever since the publication of Stalin’s Economic Problems
of Sociulism in the U.S.S.R., the lerm basic economic law
has been extensively used in Soviet cconomic writings and
textbooks. Recently, however, it has been debated whether
this term should be abolished. In this essay we shall try to
determine Lhe role of the basic economic law in Marxism
and in this connection we shall remind the reader of Marxist
views on laws in general, and on the difference between
natural and social laws in particular,

What is a law?

We find no definition of this concept in Marx’s wrilings.
Unlike the bourgeois economists, he preferred to analyse
concrete facts and establish laws on the basis of his
analysis.

Engels rightly declared that laws are a reflection of the
objective processes at work in nature and society. This
recognition of the objective nature of laws sharply dis-
tinguishes dialectical materialism from idealistic systems
which generally proceed from the assumption that laws
are only hypotheses invented by scientisls to bring a sem-
blance of order into the chaotic processes of nature, and to
make it easier for man to comprehend them. “The fact that
our subjective thought and the objective world are subject
to the same laws, and hence, too, that in the final analysis
they cannot contradict each other in their results, but must
coincide, governs absolutely our whole theorelical thought.
It is the unconscious and unconditional premise for theo-
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retical thought.”! Laws are objective because they reflect
real processes and therefore: 1) exisl independently of the
will of people, 2) exist no matter whether they are under
stood by people or not. The first parl of this proposition is
common knowledge, the second has received little atten-
tion. It is quite obvious that natural laws existed before
they were discovered by man and that many natural
laws now operating have not yet been discovered,
otherwise there would be no progress in the natural
sciences.

Greal bourgeois natural scientists have always rejecled
idealism and pragmatism. Max Planck, although a conserv-
ative and religious person, said in his Wissenschaftliche
Selbstbiographie (Scientific Autobiography) that “the ex-
ternal world is not dependent on us, it is a thing absolute
in itself, a thing we must [ace, and the discovery of lhe
laws governing lhis absolute has always seemed lo me the
most wonderful task in a scienlist’s life”. Albert Einstein
supported this view when he said: “''he belief in an external
world independent of the perceiving subject is the basis of
all nalural science.”™

Economic laws are similarly independent of whelher they
are underslood by people or not. The laws of the appropria-
tion of surplus walue, its l(ranslormation inlo profit, into
entrepreneur’s income, interest and renl, existed long before
they were studied and formulated by Marx.

Engels added two importanl qualificalions to his initial
definition of law as a reflection of the objective processes
in nature and sociely:

a) only a reflection of the processes at work in the in
trinsic essence of things can become a law;

b) a mere reflection of individual processes is not a law;
only an adequate reflection of regularly recurring processes
in nature and society becomes a law.

A law is not lhe reflection of a movement per se, but of
the essence of a process at work in nature and society.

I Engels, Dialectics of Nafure, Moscow. 1966, p. 266.

? This was understood by Bernard Bolzano (1781-1848), who ecalled
undiscovered laws “fruths in themselves”,

3 Max Planck, Wissenschaftliche Selbstbiographie, Leipzig, 1048,
So 7

“ Albert Einstein, Ideas and Opinions, New York, 1054, p. 266,

This is a very imporlant point. The phenomenon and its
essence coincide neither in nature nor in capitalist society.!
Marx said: “It is a work of science lo resolve the visible.
merely external movement into the true intrinsic move-
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ment. . ..

If the form of phenomena and their essence always coin-
cided, Marx said, there would be no need for science. We
see the sun rise and set every day, but in reality it is the
Earth that revolves around its own axis. It migh! seem
that the worker exists thanks to the capitalist who provides
him with *“his daily bread”. Bul in reality the capitalist
exists thanks to the workers and their surplus labour. It
is the appropriation of this surplus value that makes the
capitalist.

Laws are, therefore, based on processes reflecting the
essence of nature and society.

Though laws reflect real processes they are nol simple
mechanical copies ol these processes. Laws are not based
on single processes but only on those recurring regularly
under identical conditions. A greal deal of menlal effort
is needed to formulate a law: it calls for the analysis of a
mullitude of processes, for the rejection of the incidental
and the singular and for the abslraclion of the primary
from the secondary.

Fngels says: “The form of development of natural
science, in so far as il thinks, is the hypothesis. A new fact
is observed which makes impossible the previous method
ol explaining the facts belonging to the same group. From
this moment onwards new melhods of explanation are re-
quired—at first based on only a limited number of facls
and observations, Further observational material weeds out
these hypotheses, doing away with some and correcting
others, until finally the law is established in a pure form.
If one should wait until the malerial for a law was in a
pure form, it would mean suspending the process of thought

L In the ancienl world based on slave labour, and also in feudal
sociely, exploitation was obvious and the phenomenon and ils essence
coincided. Only in exceplional cases when commodities were produced
for the arket was there a ceriain deviation of the actual from the
obvious. This ma the political economy of those formatlions dilfer
radically from thal of capilalism. :

= Karl Marx, Capital. Vol. 111, Moscow, 1966, p. 313.




in invesligation until then and, if only for this reason, the
law would never come into being.”!

In political economy, as distinet from the natural sc
hypotheses play only a minor role. It is only in exceptional
cases thal new facts emerging within the same mode of
production cannot be explained by former methods. The
transition of capitalism from the stage of free competition
to imperialism, for example, introduced changes which
modified the economic laws of that system

The same could be said of the general crisis of
capitalism,

No hypotheses are needed to discover modificalions lo
capitalist laws. (It is only in the comparatively narrow ficld
concerned with the study of the cyclical movement of cap
italist reproduction that hypotheses are rvequired.) The
facts ol the capitalist economy are known, it is up to
science to single out its essential, general manifestations,
i.c., its laws. Under capitalism, for example, millions of
business Iransactions take place every day. Money changes
hands incessantly. The laws of money circulation, dis-
covered by Marx, reflect the recurring essence of every
single transaclion, the thing typiecal of all individual pur-
chases and sales.

Various natural and social laws have different spheres
of operation. There is a sort of hierarchical division of
laws, depending on how general is their nature and on
how large are the natural and social spheres they embrace.
Most general are the basic laws of dialectics.

Engels wrole: “It is, therefore, from the history of nature
and human society that the laws of dialectics are ab
stracted. For they are nothing but the most general laws
of these two aspects of historical development, as well as
of thought itself. And indeed they can be reduced in the
main to three:

“The law of the transformation of quantity into quality
and vice versa;

“The law of the interpenetration of opposites;

“The law of the negation of the negation.”?

iences,

In this connection it is necessary to speak of the vague-

L Engels, Dialectics of Nature, Moscow, 1986, p. 240,

2 Ibid., p. 62.

ness in which the dialectical method has en deseribed
n Stalin’s On Dialectical and Historical Materialism.
Fhe classics of Marxism have alw ays proceeded from

: that our and the
objective worl governed }r. identical dialectical laws.
We are able to reason dialectically only because we are
part of an objective dialectical world. We apprehend, com-
prehend and reflect that world. This explains why the rudi-
ments of dialeclics are contained in the works of the ancient
philosophers (i.e., Heraclitus), and dialectics (although not
materialistic) in the works of Georg Wilhelm Tlegel and
even some of the prominent conlempor: iy natural scientists
who are self-declared opponents of Marxism. The dialectics
of nature force them to reason dialeclic ally.

I'he discovery of dialectical malerialism by the founders
of Marxism evolved 4 system of reasoning which greatly
advanced natursl and notably social studies. I:m\(.l{'(‘l'. in
this conlext, it should be remembered that the dialeclical
approach lo nalural and social studies is correct only be-
causce the development of nature and sociely itself is a
dialectical process. ;

In defining dialectical materialism Stalin paid far tco
little attention to this aspecl. ITe overemphasised the sub-
jective aspect, the dialectical approach of man lo nalural

: 11_ phenomena, and left the objective aspect, i.e.,
fact that dialectics are a part of nature and society,
-'I.‘='aull?li}!."l}' in ihf- shade. Stalin said: “Dialectical material-
ism is the 1d outlock of the Marxist-Leninist party. It

( :éls“‘zl materialism because ils approach to
the g'miu-nom{.—na of nature, its me-ttrrut of sltudying and
apprehending them, is dialectical.” T

This is undeniably correct, but the omission of the ob
jective aspect may creale the mistaken impression that we
are reasoning ‘iunulu'ﬂll\' not because nature itself, and
hence also our reasoning as a part of nalure is suc Il but
that we see nature as dialectical because our “..p]nr_:'u.h"‘,
! ,-ii!il-.!:-jiil-f;il!_]mi we are using to sludy natural phenomena,

‘ar be it from us to belitlle the importance of the dia-

subjective reasoni

and sc

1s call
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leetical method; for without it the progress of science would
be seriously impeded. We are only trying to emphasise thal
the dialectics of mature and sociely and the dialectical

melhod form an entily.

\s distinet from Stalin, Lenin stresses the objeclive na
ture of dialectics: “Dialectics in the proper sense is the
study of contradiction in the very essence of objects.’!

It would be wrong to accuse the auihor of pedanlry.
Lenin always insisted Lhal the proposilions of dialectical
materialism, as distinct Irom subjectivism, be formulated
with absolute clearness so as to obviate ambiguily and mis-
interpretalion. The one-sided subjeclive explanation given
by Stalin opens Lhe door to ideological mistakes and
misunderstandings.

Even though bolh the laws of nature and society de
velop along dialeclical lines, there is an essential dilTerence
between them. Stalin considered thal the major difference
lay in the fact thal social laws were for the most part
“shorl-lived”, and operated only during lhe exislence ol
one social formation. In our opinion lhis is not the main
distinction. The economie laws of production are as long
lived as mankind ilsell (after it had evolved from the prim
itive slage when man gathered the food he found growing
vild with his own hands). We shall give some examples of
these long-lived economic laws below. Transient economic
laws are those operaling in various class socicties. Wor
communism, too, will have ils economic Iaws. Since com
-, ils laws are

8

elernal and will operate as long as there are people on earth.

In our opinion the major differences between nalural
and social laws are the following: the operalion of natural
laws can be observed in iis pure form in scientific experi
ments and abstractions can be made on lhe basis of
controlled experiments. Marx declares: “The physicisl
either observes physical phenomena where they occur in
their most typical form and most free from disturbing in
fluence, or, wherever possible, he makes experiments under
conditions thal assure the oceurrence of the phenomenon

munism is the highest form of human sociely
p

in its normality.”*
L ¥, 1. Lenin, Collected Works, ¥ol
2 Karl Marx, Capital, Vol. 1, Moscow,
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Since natural phenomena always occur under idenlical
condilions (if the conditions differ, these changes are easily
eslablished) their laws, too, are simple.! -

This is not true of economic laws. They operate in a

constantly changing environment and political economy is,

therefore, a historical science, for “it deals with material
which is historical. that is, constantly changing.”?

This applies to all social sciences. Social laws are there-
fore no more than tendencies, the development of which
is constantly interfered with, changed and modified by the
aclion of counter-tendencies. In fact, there is no difference
between a law and a fendency: the dominant tendency
becomes a law. In his preface to the first volume of Capital
Marx wrole: “It is a question of these laws themselves, of
these tendencies working with iron necessily towards iney-
itable results.”? \

In his analysis of capilalist laws Marx repealedly slresses

this fact, He says: “The rise in the rate of surplus-value
15 a factor which determines the mass of surplus-value, and
hence also the rale of profit. . . . This factor does not abolish
the gencral law. Bul it causes thal law lo act rather as a
lendency, i.c., as a law whose absolule action is checked.
refarded, and weakened, by counteracting circumstances”
and “thus, the law [of the decline in the rate of profil—
Y. V] acis only as a tendency. And il is only under certain
circumslances and only after long periods that its effecls
become strikingly pronounced.”?
_Speaking about the concentration of capital Marx says:
“This process would soon bring aboul the collapse of cap-
italist production if it were nol for counteracling
tendencies, which have a continuous decentralising effect
alongside the centripetal one.”

Even in those rare cases when Marx singles oul some
law and pronounces it absolute and basic, he always em-

; ! In the “microworld”, ie., in nuclear physics, the lerm “aceuracy”
a8 cerfain limits. Bul this does nol stop us from ulilising nuclear
power, This inaccuracy may disappear with the development of science.
- Engels, Anti-Dithring, Moscow, 1962, p. 204.

£ i\ 1 Marx, Capital, Vol. I, p. 8 (italics mine.—Y, Vil

. Barl Marx, Capital, Vol. II1, pp. 284-35 (italics mine—¥. V.)

2 Ibid., p.
Y Ihid., p.

246,
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phasises the counter-tendency. Summing up his research
on the law of capital accumulation and the emergence ol
the industrial reserve army he savs: §

wealth ... the grealer is the industrial reserve army.! ..
the greater this reserve army ... the ter is the mass
of a consolidated surplus-population. ... The more extensive,
finally, the lazarus-layers of the working-class, and the in
dustrial reserve army, the greater is official pauperism.
T'his is the absolute general law of capitalist accumulation.
Like all other laws it is modified in its working by many
circumslances, the analysis of which does not concern us
here,”?

There is a basic difference between natural and social
processes which favours the nalural scicnces. With Lhe
exceplion of astronomy and geology this advanlage lies in
the fact thal nalural laws can be observed in a purer form
and experimenlally verified, while the social sciences are
unable o reproduce the phenomena they study and cannot
verify social laws in the same way.

What is an experiment? An experiment is the reproduc
tion ol a phenomenon, process, or movemenl under precise
and previously delermined conditions. Under identical
conditions a given movement remains constant and always
acts in conlormity with cerlain laws. The whole process
can be l'r:mlmtl'ti in advance, and thereby prove or disprove
Lhe validity of the law or change ocur conception of it.

Some pedagogical experiments are being conducted in
schools. Sometimes, the development of advanced tech
nology is the result of experiments in production. Formulas
for nalural phenomena can be checked by experiment and
this facilitates the discovery of new laws by the natural
sciences.? In the social sciences there are no such oppor
lunities or if there are, they are exceedingly rare.

realer the social

" The accuracy of these words, writlen 100 years ago, can be seen
particularly clearly from the present slale of chronic mass unemploy
ment in the U.8S.A., the richest capitalist country in the world.

4 Karl Marx, Capital, Vol. I, p. 644.

* The discovery of a new planel according to Le Verrier's computa
tions. Proponents of subjecti idealism attempled to ulilise this as
proof thal new facts and laws can be discovered in this manner. Bul
all their argumenls are based on w rong TJI'E‘J'III‘-A\ mathen
senseless if they are not backed by 1] “\DB' ienee,

In his Dialectics of Nature at a given stage in

iatics are

I'he term "v-'\'w(-'rinu'-n‘." is also used in economics. The
capitalist is nting” when he makes a study of
the marke ‘ll‘_:- there is an adequate demand for a
new brand of soap or molor car, or whether il is advisable
lo continue I;r‘mt' :

In the Soviet small pivot plants are buill to dis-
cover all possib in new production methods. But
such experiments differ radically [rom experiments in the
natural sei . se experiments pursue purely praclical
and not scientific or lheoretical aims and could not be
adapted for the social sciences because sociely is constantly
changing.

Let us take two examples to illustrate the difference be-
tween Ihitll“"‘ and social laws, Soviel scientists and en-
gineers succeeded in sending a salellite to the Moon and
plmtu; h?nf_{' its dark side. This involved inlricate com-
putalions of the Moon’s movements, the velocity ol the
rocket and the influence exerted on it by the Earth’'s
gravity, and outside of it—of lhe influence exerted by the
forces of friction Hi"- ;1?1\1"‘}3_;}]1?;‘._\. temperature, ete. It was
necessary not {nl‘ compute the rocket accurately bul
also to build it wil L absolute precision, to provide it with
intricate and highly accurate equipment. Every operation
had to be computed in advance and every possible event
fore This could be done only because all the laws of
physical motion were thoroughly understood by scientists.

Let us compare this with an ordinary event in the
capitalist world. When a trade union calls a strike in an
altempt to secure an increase in wages, it naturally hopes
that it will be able to achieve ils aim. Even though the
calling of a strike is simple in comparison with the orbiting
of a lunar salellite, and the trade union is able to base its
actions on the experience of tens of thousands of former
Strikes, its outcome cannaot be accurately foreseen. Nobody
knows whether the capitalists will be able to enlist the
services of strikebreakers, or how many of them will be
available; whether the mass of the strikers will be willing
to suffer the material losses involved in a strike, to what

their 11\\<Ea\mh‘.lt
become abstr:
]:Iu]n.\ni\hiu:ai i
independence,

thural Jaws lose rulu'l| with r
hich disciples of e I: rion, agnostieism
ascribe supernatural origin and environmental
lemanding that Lhe world adjust itself o these laws

s01me I




extent the capitalists will be willing to sustain the losses
accruing from the stoppage of the factory, how the capitalists
and workers in other, and especially allied, branches will
react, what will be the reaction of “public opinion”, what
steps will be taken by the government and its various depart
ments, etc. As distinel from the factors governing the flight
of a rocket round the Moon, the faclors influencing the
outcome of a sirike cannot be foretold with any degree of
aceuracy.

The causes for the difference are obvious. We know that
the class struggle is the universal law of all class-antag
onistic socielies. We also know thal the class struggle
will inevitably end in the overthrow of the power of the
capitalists and lhe final victory of the proletariat. Bul
the class struggle wilhin capitalist society takes place in
conslantly changing condilions, differing in cvery single
case. These changes cannot be accurately predicted.

We cannol formulale social laws (and parlicularly the
laws of capitalism) as accurately as natural laws [or the
following reasons:

Man is undoubtedly the most complex product of natural
development, at least on our planet. (We do nol yet know
what other intelligent beings may inhabit other planels.)
\t the same time modern man is the product of long his
torical development, is, in fact, histery’s most differentiated
product: differenliated according to his cultural level, to
his environment, colour, past history, social class allegiance,
individual education, experience, etc. _

Any social movement, and hence also all social laws. are
a result of human activity, and humans are the most
complex and differentiated producls of nature and society.
This does not contradict the fundamental thesis of dia
lectical materialism, i.e., that all social laws are of an
objective nature and are independent of the will of people.
Obviously, if there were no people, if they did not develop
groups and classes, if there was no class struggle, there
could be neilther history nor social laws. Social laws are
the result of human activity, but they are not deeds of
conscious volition. Striving for large profits, the capitalist
expands production, but, in conformity with the objective
laws of capilalism, he often gets more than he bargained
for—overproduction and a temporary halt in profits.

It is important fo have a clear underslanding of the
following two propositions: 1) social laws are the resull
of the activity of man, and 2) they are not determined by
the will of man, but operate objectively and independently
of his will. Stalin’s expression, “the economic law Lhat the
relations of production must necessarily conform with the
character of the productive forces has long been forecing
its way lo the forefront in capilalist countries”, should be
I‘l'.l.':.'lT'll‘{’:} as no more than a figurative expression, for in
I‘t"liilil\' the class struggle of Lhe proletarial in its endeavours
to overthrow :'a-‘e[';il.z'l'l'i':-;rn is the guiding force of lli.ull'»i'_\_‘..
No law “forces its way” (this contradicts the fundamental
lenet of dialectical malerialism lhal laws are a reflection
of movement), it is the fighting proletariat that breaks its
way through and it will be able to win only in the presence
of the essential historical prerequisiles. The waging of an
inlensive and purposelul class struggle by the proletariat
und the existence of a revolutionary Marxist-Leninist parly
are among the main prerequisiles for lhis vielory.

We can now summarise all that has been said above:
natural laws (especially those of an inanimate nature) are
clear and definite. and can be expressed by malhemalical
formulas. because the processes rvellected by them always
unfold identically. no matter how often they recur (under
identical conditions). Social laws are the resull of human
activity in constantly changing historical conditions; there-
fore they cannot be expressed in precise mathemalica
formulas and the developmenl ol evenls cannot
accuralely predicted in every case.

We shall now attempt to unify and generalise the views
expressed by Marx and Engels in their various works on
the classification of politico-economical laws. Engels’s defi-
nition of political economy can be taken as the slarting
point: “Political economy, in the widesl sense, is the science
of the laws governing the production and exchange of
the material means of subsistence in human society.”!

Political economy is the science of laws concerned with

. Anti-Dithring. p. 203.
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production and exchange which differ as regards the span
of their effectiveness. We make a distinction between:

7

a) Genera
production. They concern production in general and are
therefore unable o explain any concrete historical stage.
Marx said that “there are definitions, common to all stages
of production, which we consider as universally applicable,
but these so-called universal conditions, applicable to any
mode of production, are essentially nothing more than
abstract points, which do not help us understand any actual
historical stage of production”.1

It is precisely for this reason that these laws are given
so much prominence in the “works” of bourgeois econ-
omisls. We mention them here because some people de
clare that under capitalism “everything” differs from so-
cialism. In his Preface to A Contribution to the Critique of
Political Economy, and in various places of Capital Marx
speaks of the numerous laws common to all modes of
production. Below we mention some of these laws which
have remained importanl to this day.

Labour as an essential condition for the eristence of
the human race: “So far therefore as labour is a creator of
use-value, is useful labour, it is a necessary condition, in
dependent of all forms of sociely, for the existence of the
human race; it is an eternal nalure-imposed necessily,
without which there can be no material exchanges between
man and Nature, and therefore no life 2

The product of labour is always a use-value: “Every
product of labour is, in all states of society, a use-value;
but it is only al a definite historical epoch in a society’s
development that such a product becomes a commodity. ...

The law of the division of labour: “. . .division of labour
in society at large, whether such division be brought aboul
or not by exchange of commeodities, is common to economic
formations of society. , . "%

The [und providing the necessaries of life is always pro
duced by the workers: “Variable capital is therefore only

L K. Marx, Grundrisse der Eritil: der Politischien Okonomie (Rohent
wurf.) 1857-1858, Berlin, 1953, 8. 10 (ilalics mine—¥, V.},

* Karl Marx, Capital, Vol. I, pp. 42-43.

Ibid., P Gl.

v 1hid,, p. 359.
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point out only two more of the multitude of
laws common lo all formations.

The law of the more rapid growth of the production of
means of production as compared with that of articles of
consumption.

Under any social system the production of the means
of production must grow quicker than the production of
the articles of consumption, if society is nol in a stale of
slagnation, i.c., if the population is growing, Il is obvious
thal under any social system the instruments of production
(no malter how primitive) that will be used by the younger
musl first be manufactured by the older gen
eration. In summing up we may say: in any social sy n
further '

tion i

generat

roduction of articles of consump-
the production of the means of
een previously expanded.

“in economic forms of
there occurs, not o
tion, but, in VATYVIng
sively increasing s

sociely of the

simple repr

ees, reproduction on a pre

There is a law according to which the volume of con
sumplion can never exceed the volume of production for
any length of time. On the {ace of it this law may seem
tautological and senseless. Yetf, in the initial stage of the
dictatorship of the
importance.

The proletariat expects the state fo improve its malerial
conditions substantially and immediately. The dictatorship
of the proletariat naturall
a radical redistribution of

proletariat, it is of great political

takes immediate steps lowards

the nalional income in money
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in favour of the workers and to the delrimen! ol lhe bour

geoisie and landowners. It can place stocks of food, cloth-
ing. ete., belonging to the ruling class at the disposal of
the workers. It can move the workers from squalid slums
to the castles of the rich. But il is unable to give all the
workers all the articles they need immediately.

Following the establishmenl of the dictatorship of the
proletarial, during the period of revolutionary reforms,
there is generally a drop in the output of existing enter-
prises: the best workers join the revolutionary army and
other organs of the new socialist stale: Lhe old labour dis-
cipline in production, founded on the class domination of
the bourgeoisie, falls Lo pieces and it takes lime for the
new socialist labour discipline to asserl ilsell. As a result
lhere can be a temporary recession instead of the steep
rise in production, which is essential for a growlh in lhe
real incomes ol the working people. Besides, the productive
apparalus, inherited by the proletarian dictatorship from
the bourgeoisie is adapled for the distribution of the in-
comes of bourgeois socicty. It cannol, lhercfore, immedi-
ately produce the additional consumer goods necessary to
raise  the living standard of the workers. Production
must be swilched from consumer goods nceded by the
bourgeoisie to those needed by the proletariat. In many
cases it is necessary to build new cnterprises lo fulfil the
increased requircments of the proletariat. All this takes
time.

A number of additional factors apply to agriculture, the
source of the population’s food supply. The establishment
of the dictatorship of proletariat is attended by an agrarian
revolution—the confiscation of land held by the landowners
and its distribution among farm labourers, poor and middle
peasants. This means that ground rent which before the
revolution was appropriated by the landowners is now kepl
by the toilers in the counlryside. They begin to eat betler
than before, bul the towns lemporarily get less provisions.
Thus the urban population suffers and continues to do so
until the output of foodstulls is inereased.!

Enemies of the working class, in particular Right-wing
Irade union leaders, utilise this inilial temporary deteriora-

1 In exceptional cases, in countries where lhere is a chronic over
I

produclion of farm produce, such worsening may not set in.
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tion in the urban workers' conditions to sow lhe seeds of
disconlent with the dictatorship of the proletariat amongsl
them.

b) The law of the revolulionary transition from one 5o
cial system to the other. Stalin formulated this Marxist law
in a new way: “...The economic law that the relations ol
production must necessarily conferm with the characler
of the productive forces.”!

It is in this form that the law appears in subsequently
published textbooks. Some flatterers even called it a major
theoretical contribulion to Marxist theory. In our opinion,
Stalin’s formula is nothing but a poorer version of Marx’s
original formula, for il slurs over the historical and rev
olutionary content of the law formulated by Marx,

The definition itself is not sufficienlly clear and precise,
It does not show whether a conformity always exists or
not.? If not. when and under what circumslances does this
conformity arise? Compare it with Marx’s conercte revo
lutionary formula: “At a cerlain stage of developmenl so
ciety’s material productive [orces come into contradiction
with the exisling relalions of production ... within which
they developed until then, They stop being a form of
development of the produclive forces and become a feller
instead. This is when Lhe epoch of the social revolution
sefsin.™

Thus, it is not a queslion of “necessary conformity™ bul
of “an epoch of social revolution”. Moreover Marx assumes
that the “epoch of social revolution” does not necessarily
always end in the establishment of a “conformity of the
relations of production with the character of the productive
forces”. This is illustrated by the numerous revolutionary
attempts which ended in defeat. The battle can also end
with the exlinction of the fighting classes.

The first page of the Cominunist Manifesto says: “.. .Op
pressor and oppressed stood in conslant opposition to one

_-'- J. Stalin, Feonomic Problems of Socialism in the U.S.5.R., Moscow,
1953, p. 10.

4 1. Stlalin alsc speak " the “resi

stance by the moribund forces of
it Materialism he formulales il
of production «
F the !I:'fli] ietive T :
1964, S. 9.—K. Marx, *Zu
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another, carried on an uninterrupted, now hidden, now
ppen fight, a fight that each time um_]t-:'l, either in a rev
olutionary

the contending classes.”! [Ii.‘:-l"l'_'\'. and par

hacology, lells of the downfall of ecivilisations
ol states. We do not know what role was
played in their decline by class conflicts, although it is quite
obvious that in the fall of the Roman Empire, for example,
a major role was played by the constant uprisings of the
slaves, even though these did not end in victory.

¢) Laws common to several social formations. The law
of the free appropriation of surplus labour, crealed by the
exploited classes is common lo all class-antagonistic so
cietics, Marx said: “Capital has not invented surplus-labour.
Wherever a parl of sociely possesses the monopoly of the
means of production, the labourer, free or not free, musl
add to the working-lime necessary for his own mainlenance
an exlra working-time in order te produce the means of
subsisience [or the owners of the means of production. . . .

The form of appropriation changes—there is direct ap
propriation of lhe surplus labour in slave-owning society,
appropriation ol the surplus product under feudalism, and
appropriation of surplus value w capitalism. Of the
last form Marx said: “Production of surplus-value is the

absolule law ol this made production.”?

common ruin of

licularly arc
and hund:

of

one Sociil

d) Laws effective during

formation. There are many laws nh'rh operate only under
italism: the law of the average rate of profit, the law
of capilalist ground rent. ete. A great many of the socialist
economic laws are effective ='.rnl_\' in socialist society.

Let us en passanl slop lo consider those “laws”, which
are nol objective laws of social development at all.

1. Laws promulgated by the state. These laws are nol
objective, are not independent of the will of people. They
are reglamentations of the ruling class, demanding that the

U Marx and Engels, Selected Works, Vol. I, Moscow, 1958, p. 34
ics mine.—Y, V.
Karl Marx, Capital, Vol. 1, p. 235.
Ibid., p. 618 (ilalics mine.—Y, V..
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“is but the will of your class made into a law for all. a
will whose essential characler and direction are determined
by the econom
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’1] |.".‘nil;[i{l“.\ of exislence Ol Vour
class.
The hypocritical character of the laws enforced by the

capitalist state can be scen from the following: the robbe Iy
by individuals, committed for lhe sake of personal enrich-
ment, is ].)ummd.}le and may even incur Lhe suprenic

penalty; but mass plunder by the colonial lroops of the

imperialist countries which serves Lo enrich the capitalists
is not condemned as a crime but praised as a deed of glory.

State laws can be imposed on the population by the
ruling class until they do not come into sharp conflict with
cconomic relations. Marx said: “Laws can perpetuate some
means of pr

oduction, the land, for example, in the POSSt
sion ol definite families
meaning when the la
social product

But these laws acquire economic
¢ land property is in harmony wi
on, as for e .rm-lj.. in England. In .'-'1‘;--.'1a:-l;-
there was petty farming in spite of large land owning, and
tor that reason the latter was smashed bv the revolu-
tion.”- .
In the final,
stronger than the laws promulgated by the ruling class.
“Common la ]

| ;-1[1:-.|\'~i-:. economic laws are

. In all socio-econon

ic formations there
regulating important dealings between people on
of ecustom (for example, the use of forests and
pastures, roads and wells). At a certain stage in their de-
velopment they either take the form of state laws or are
.II)U[I.\IH_‘.{] as a result of the struggle between the landowners
and peasants. Vestiges of ancient common law are still
with us today, even in the highly developed capitalist
countries. If a landowner in England has. for example,

ecled Works, Vol. 1, Moscow, 1962, p. 49
undrisse der Kritik der Politischen (konomie (Rohent-
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allowed peop pass over his land for a cerlain number
of yvears, he no longer retains the right to forbid them right
0l way.

3. Church laws, hike state laws, demand a definite code
of behaviour from the faithful, otherwise the church
applies sanclions against the “sinners”

“laws™

The church is nearly always closely linked with the
ruling classes. In lhe name of god it sanctions class
sociely and is protected by it.

These “laws” should be distingnished from objeclive,
natural and social laws, Stale and church laws demand
certain behaviour from the population. This presupposes
thal people can act in a different way.

When Stalin declared that the basic economic law
mands” cerlain lhings, he committed a sltrange error for
a Marxist. An objective law is a reflection of events com
prising the essence of things: a reflection cannol
‘demand”.! Objeclive laws exist, operale, and are valid
independently of the will of people, and by their very
nature have no need lo demand.
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Having dealt with the question of the essence of economic
laws in general we can now pass on to the problem of
the nature and significance of basic economic laws.

If we remember correctly, Marx twice used the expres
sion “basic economic law™ in his Capifal to emphasise the
importance of the laws in question. But he did not single
out the *basic law™ as possessing special significance
distinet from other laws. He also used the term “absoluld
law™., Bul he never made any aitlempt to reduce all the
laws of capitalism to a single law. Neither did Lenin
formulate a basic law of imperialism, instead he enumer
aled the decisive symploms of imperialism, one afler

I Natural scienlisls olten use the expression “lhe law demands”

But in that case this is said only for the sake of brevity, for what
is actually meant is thal for the law to operate accuralely il is nec
essary thal, [or example, the temperature or barometric pressun

o would modify

remain constant, since a change in baromelric pres
Ltion.

the phenomenon under observ:
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breaking 1ils

another. Bul Stalin brought this problem sharply to the
lore. After the publication of his Economic Problems of
Socialism in the U.S.S.R. our economists took to working

oul basic

economic laws for all social formations and made
attempts fo deduce from the “basic” other less important
laws, which was an entirely wrong approach. .

Should we then consider any attempt to single out basie
laws for the different social formations, even though this
was not done by the classics of Marxism, an anti-Marxist
approach? No, we should nol. Even though Marx made no
direct statements about basic laws, we are able to deduce
his opinion on this question from his writings. “Production
in general is an abstraction, but il is a reasonable one, for
il really singles out the general, stresses it and obviates
repelitions.”!

This shows that the basic economic law should be a ra-
tional abstraclion which contains the most decisive general
economic laws of a given social formation and which there
lore can be useful for didactic purposes.

Al the same time no basic law can embrace all lhe
processes and phenomena of a mode of production.

1. The “basic law™ ol {'1pi1aii<m naturally cannot con-
tain anything new, anything in addition to what has already
been described.

2. No basic law can embrace all, or even the most
important laws of capitalism. It is obviously impossible to
gencralise all the laws analysed in Capital—the laws ol
simple and extended reproduction, the cyclical course of
capitalisl reproduction, the laws of the appropriation of
surplus value and its lransformation into profit and its
distribution. the laws of the movement of loan capital and
ground rent, the laws of the labour market and of the
formation of wages, etc. Stalin’s statement that his fun
damental law determines all the principal aspects and
processes of capilalism is completely without foundation.

Any attempt to deduce less qr*n.«rrd laws [rom a basic
lmw as has been done by some of our cconomists, con-
frqm!ufs Marxism. These attempts are contrary to the spirit
of Marxism. which demands that an analysis of concrete

larx, Grundrisse der Kritik der Politischen Okonomie (Rohent-
vurf). 1857- 1858, 8. 7.
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historical facls be made and thal laws be established only
through a generalisation of tliese

Marx wroie ol research that i y 0 appropriali
the ma in detail, to analyse enl forms ol
development, to lrace out their inner co ion. Only afle:
this work is done, can the actual mos it be adequalely
described, If this is done suce Fully the life of the

subject-matter is ideally reflected as in a ror, then it

may appear as il we had before us a mere
struction.”! Any attempl to
from the basic law is anti-Marxist,

Let us now try to establish whethier the law Stalin for-

1 I“['.;-fir'i Con
more concrele laws

mulated as the basic economic law of modern apitalism:

expresses a) lhe most important processes of that social

s svmpltomatic of thal
system, thereby distinguishing it from all o

The basic cconomic law fox
:
{

syslem, and b) the pro
syslems
nulaled by Stalin docs nol
the ultimale
the creation

rthrow of the

> demands, ft makes no mention of

result of all the processes under

of Lhe prerequisites for ¢ inevifte

'm by the proletari

capilalist syst

Stalin’s basic cconomic law of ca ks only of
the “exploitalion, ruin and impoveri . of the
ilr_.\];[iT;:.’_nJi”_ bul does not mention the r nisation ol
the masses by capitalism, which has the es
sence of all statements of Marxist-Leninist classies on this
1 .',‘i-.“"f_

His formulation exiremely inaccurale. ) tern
“modern capilalis applies o modern industrial cap-
italism, i.e.. capilalism after the ind 1 revolulion, as

erm also implies

¢t from capitalism of the

distinet from the manufactory
monopoly capilalism, as disti
period of free competition; or capitalism in the period of its
gencral crisis, or even the capitalism of to
war period. In faect throughout St it would seem
that by the term “modern capitalism’ he meantl imperialism,
But this is no more than a surmise,

Besides, all the features given

mental law ref

¥, of the post

lin’s wor

Stalin in his funda
er to capitalism in general

1

the capitalism of today. Stalin’s personal contribulion,

L Karl Marx. Capital, Vol. I, p. 19.

(T
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his teaching about maximum profit, is obscure and inac-
curale.

The striving for maximum profits has alw ays been the
characteristic of the capitalist. Everybody knows Marx's
vivid expression in the Capital: “A certain 10 per cent will
ensure ils employment anywhere; 20 per cent certain will
produce eagerness; 50 per cent, positive audacity; 100 per
cent will make it ready to trample on all human laws:
300 per cent, and there is not a crime at which it will
scruple, nor a risk it will not run, even to the chance of
its owner being hanged.”!

I'rom a social point of view the maximum profit is the
sum of all the surplus value produced by capitalist sociely.
[n that sense capilalists as a body have always derived the
maximum profit. If il is supposed lo mean that monopoly
capital, or one all-embracing monopoly, is appropriating all
the surplus value, this, as will be seen from the statistics
of any capitalist country, is enlirely incorrcet: about half
the surplus value or profit is even now being appropriated
by non-monopoly capital. Lenin emphasised that there was
no such thing as “pure” monopoly capilalism, and never
could be. No matter how hard various authors iry they
are unable to give a satisfactory explanation for the lerm
“maximum” profit of monopoly capital.

Stalin’s statement about the “exploilation, ruin and
impoverishment of the majority of the population” of the
capitalist countries is correct but the works of Marx and
Engels convincingly prove that this occurred commonly
even a hundred or more years ago, and hence is not a
leature typical only of modern capitalism.

Let us now turn to “war and militarisation” as a special
method of appropriating profits in the epoch of modern
capitalism. This proposition is also incorrect. Even in the
pre-monopoly stage, capitalists made huge profits on wars.
Naturally, the sums that were allotted to militarisation over
100 years ago now seem negligible, but we should remember
that the purchasing power of the money unit was many
limes higher than it is now, that there was a smaller
population and, finally, that the labour productivity, and
hence the amount of the surplus value produced within

! Karl Marx, Capital, Vol. I, p. 760.
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the vear, were also much lower than today. The burden ol

war expenditure, even though it may seem negligible in
modern times, was extremely heavy then. Enge
an authority on military matters wrote over 80 years ago:
“The army has become the main purpose of the state, and
an end in ilself; the peoples are there only to provide
soldiers and feed them. Militarism dominates and is swal
lowing Europe.”! Military deliveries were a source of huge
profils at the time Engels wrote these words and even as
far back as the Roman Empire.

The basic economic law formulated by Stalin does not
refer to the specific laws of modern monopoly capitalism
noled by Lenin in his work on imperialism—the law ol
progressive concenlralion, the law of uneven development,
cte.

In conclusion we can say that the basic cconomic law
of modern capitalism as formulated by Stalin by no means
satisfies the inherent requirements of such a law.

We also consider incorrect lhe definition of the basic
economic law of capitalism given in the textbook Political
Economy, namely, that “. .. the production of surplus value
is Lhe basic economic law of capilalism”,

Naturally the production of surplus value is one of the
most importanl processes under capitalism. without it there
would be no capitalism. That is why Marx calls the produc
tion of surplus value the absolute law of capitalism. But
he does not call it the basic law. Surplus value is nof only
produced bul also appropriated by the bourgeoisie. This
process is also very important, in fact. no less important
than the production of surplus value.

If the definilion mentions only the production of surplus
value and fails to mention anything else, it may be taken
to imply that the production of surplus value, i.e., cap
italism, can exist indefinitely. Here, as in Stalin’s defini
tion, we miss the essence of the aggregate of Marxist eco-
nomic laws, namely: the operation of the economic laws of
capitalism inevitably leads to the downfall of capitalism,
creates the prerequisites for the revolutionary overthrow
of bourgeois rule.

Let us now attempt to formulale the basic economic law

s who is

Engels, Anfi-Diihring, p. 235,

ol capitalism as a whole, including the imperialist stage.
This is possible, for although there is a distinction be
tween monopoly capitalism and pre-monopoly capitalism,

both are but st

ges of the same social formation.,

o
]

Let us remind our reader that according to Marx basic
laws should be rational abstractions which single out the
typical features of any given formation, and that this singl-
ing out is expedient and useful only insofar as it obviates
repetitions and no further! Basic economic laws cannot
and must not state anything new.

The basic economic law of capitalism, in keeping with
the revolutionary spirit of Marxism, may be roughly ex-
pressed in the following words:

In appropriating the surplus value produced by the
workers, capital concentrates and socialises production
through accumulation and centralisation, creales the ma-
teriul prerequisites for socialisin, exacerbates the contradic-
lion befween the social character of produclion and private
appropriation. This contradiction, which is only temporarily
resolved by the periodic crises of overproduction, makes
the rule of capital ever more unbearable for working people
throughout the world and, by means of a prolelarian
revolution, sieers capitalism towards ils inevitable
downfall. ;

We think that this definition of the basic economic law
of capitalism describes the most imporlant processes oper-
aling under all stages of capitalism, and corresponds to the
revolutionary essence of Marxist theory.!

As regards the special law for imperialism, its definition
should be based on the properties established by Lenin
which distinguish it from capitalism in general. ;

The specific law of imperialism presupposing a knowl-
edge of the basic law of capitalism in general—could be
formulated roughly as follows:

By abolishing free competition, dividing up markets and
coalescing with the state, monopoly capital secures super-
profits, subjects the whole capitatist world to its power
and deepens the rift between the rich imperialist and the

' True, we could add a number of olher imporlant processes, such
as the commodity nature of production, or abstain from including the
periodie crises, bul lhe latter would make the definition inadequale.
But this is a maller of didaelies. rather than prineiple.

3
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economically underdeveloped countries, between the finance
oligarchy and the working masses, transforms an ever
in

greater slice of the [}"_J‘,".';'i."‘icf-f)n
capitalism into moribund capitalism, pushing it inevitably
towards a proletarian revolution.

The main difference between the formula for the basic
economic law of capitalism given by Stalin and the one
given above is that the former is static and fails to express
the dynamics of capitalism, while the latler is dynamic
and shows that capitalism is doomed.

to hired workers and

TIHE QUESTION
OF THE BOURGEOIS STATE

The Marxist-Teninist teaching on the state, summarised
by Lenin in his State and Revolution, is known throughout
the world. Essenlially, il amounls to the following:

The state exists only in a class society. It is a tool of the
ruling class and serves to consolidate (or cxpand) its
power. In a class-antagonistic society this is effected mainly
by the state machine of coercion—the army, police, gen-
darmerie; courts, prisons, A major role is also played by
historico-conditioned ideology-—-religion, chauvinism. social
demagogy. In a communisl society, which does away with
class domination, the state bccomes superfluous and
gradually fades away.

The accuracy of the Marxist-Leninist teaching about the
state is so obvious that only demagogues can argue against
it. Their assertion that the state stands above classes is
absurd. In applying the Marxist-Leninist teaching on the
staie to a concrete-historical analysis of the role played
by the stale in various countries over definite periods of
time, we must remember that like all Marxist propositions
the Marxist-Leninist theory on the state is a scientific ab-
stracfion: it shows what all states in class societies have
in common, bul does not and could not possibly reflect all
the concrete aspects of a reality which is richer and more
diverse than could be expressed in any single formula. We
must remember the essence of the Marxist-Leninist teach-
ing but also bear in mind thal constant repetitions of that
teaching is no substitute for a concrete analysis.

That Marx himself held this point of view is convinc-
ingly demonslrated by his splendid analysis of the evenls
in France in The Eighteenth Brumaire of Louis Bonaparte.
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Marx shows that even though the evenis were unfolding
alt a time of bourgeois domination, their ir of the pro
letariat and the petty bourgeoisie and their uncertainly
about the outcome of the class struggle, cleared the path
for the seizure of stale power by an adventurer backed by
a corrupt army: “The struggle seems to be settled in such a
way that all classes, equally impotent and equally mute,
fall on their knees before the rifle butt.”!

“Thus lhe industrial bourgeoisic applauds with servile
bravos the coup d’état of December 2, the annihilation of
parliament, the downfall of its own rule, the dictatorship of
Jonaparte.”?

But every stalte must have a class basis. Marx said: “And
vet the stale power is not suspended in mid air. Bonaparle
represents a class, and the most numerous class of French
society at thal, the small-holding (Parzellen) peasants.”®

Marx developed this idea in his analysis: “The Bonaparle
dynasty represents not the revolutionary, but the consery:
alive peasant; nol lhe peasant that strikes out beyond the
condition of his social existence, the small holding, bul
rather the peasant who swanls to consolidale this holding,
not the country folk who, linked up with the towns, want
to overthrow the old order through their own cnergies. but
on the contrary those who, in stupefied seclusion within
this old order, want to see themselves and their small hold-
ings saved and favoured by the ghost of the empire,”4

This example shows how Marx’s concrele historical analy

Jg

sis developed and enriched the theory on the state. The
rule of Napoleon TII, who in addition to the state apparatus
and the armed forces relied heavily on the French peas-
antry, lasted for close on 20 years. Only after the defeal
of the Paris Commune could the French big bourgeoisie
helped by the Prussian troops re-establish the direct, open
class domination thal had existed up to 1848 under the
“hourgeois-king”’.

Though more than a century has passed since The
Eighteenth Brumaire of Louis Bonaparie was wrilten and

! Marx and Engels. Selected Warks, Vol. I, p. 332.

2 Thid., p. 327,

:‘i Ibid., p. 333.

* Ihid., p. 335.
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although the present historical situation differs subslantially
from that of 100 vears ago, this work is still extremely
lopical.

The diversity of forces fighling for state power mentioned
by Marx in his Eighteenth Brumaire of Louis Bonaparte
is explained by the fact that in real life there are no “pure”
modes of production (cf. the essay “The Asiatic Mode
of Produclion”). Though the financial oligarchy is undoubt
edly the dominant force in the modern capitalist world,
there is no “pure” mode of production even in lhe highly
developed countries. Nor is it found in Lhose regions where
feudalism still dominates, nor in regions still living under
primitive state organisations without cenlral government,
such as in the remote parts of Soulth America and Africa.
Besides, the modes of production undergo conslant changes,
which are either slow or of a revolutionary nature, In ad-
dition to the dominant mode of produclion there are rem-
nants ol the preceding and shools of future modes of pro-
duction. The only exception is the socialist mode of pro-
duction, for only the prerequisites of socialism can mature
in capilalist sociely.

This is even (rue of individual countries. Ttaly, for in-
slance, 1s a monopoly capifalist country, a counlry ruled
by the big bourgeoisic. But elements of medieval feudalism
conlinue to exist in the South—Ilatifundias, receiving rent
in kind from the peasants. ete. In the South of the United
States, the strongest imperialist power in the world, there
are also many remnanls of pre-capitalist modes of produe-
tion,

But although these remnants do not affect the country’s
nature and do not interfere with the domination of the
financial oligarchy, no detailed historical analysis should
ignore them. A noteworthy facl in this connection is that
in 1961-62 the United Slates Government had lo move
several contingents of its armed forces into some of the
Southern states Lo restrain local police from foreibly pre-
venting the implementation of the law allowing integrated
classes of whites and Negroes.

At the present time, when the forces of socialism are
growing and capitalism is gripped by a deep crisis, when
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the political rule of imperialism is collapsing in the colonies
and each year sees the emergence of new, politically in-

dependent states, many of which are undecided as to their
future road of development, our incomplete knowledge of

all the relevant facts obtaining in those countries sometimes
makes it difficult fo understand which classes are dominant.

¥ w e

The nature and role of the state in imperialist countries
may change substantially even though capitalist develop-
ment remains al the same stage, that of imperialism.
Twentieth cenlury Germany is a case in point.

There were substantial changes in the German state even
[;ll’)ll}flll the rule of the big bourgeoisic continued right
through the 20th century. During i gl hic
lasted up to 1918, the h'i:Zr boLlullli’li?uiﬁzc“K'ilst?:‘];n?t:tlliod l?-‘hl( h*

g geois as cconomically the
ruling class, but historical reasons forced it to leave |)olli{ir:|l
power lo the Kaiser and the Junkers. Its domination in the
economic sphere did not make it strong enough to wrest
political power from the landed aristocracy. The army.
navy and government remained under the personal control
of the Kaiser—the Council of Ministers was responsible
only to him—and thus a vote of no confidence by par-
H_n_mc-nl could not topnle a government favoured by the
Kaiser. The state apparatus was controlled by the aristoc-
racy—the Junkers—and all the ministers, diplomats and
generals were aristocrats. The appointment by Wilhelm II
of Bernhard von Dernburg, who was not an aristocrat, as
Colonial Minister caused a major sensation.

But the economic policy of the state was conducted in
t]m‘ interests of the big bourgeoisie, and the social and
political privileges of the nobility hurt the pride of the big
bourgeoisie but not its purse.! -

The German revolution at the end of the First World War
destroyed both the power of the Kaiser and the privileges
of the aristocracy, dealt a harsh blow to the dmnilmlic_lnhni'
the German bourgeoisie and temporarily (Soviel power in
Bavaria, the creation of the Red Army in the Ruhr) shook

Only high protective duties and licences on imports of agricultural
producls were established i the interests of the Junkers -
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its foundalions. With the help of Right-wing lrade union
leaders and the Social-Democrats and in alliance with the
generals and bourgeois hirelings, the bourgeoisie succeeded
in suppressing the revolution and re-establishing its rule.
Although bourgeois rule continned even under the
Weimar Republic, the latter differed in many respects
from the Kaiser Germany. To mask this rule at a time
when it was threatened by real danger, Right-wing Social-
Democrals—Noske and Co—were placed al the head of the
government, Socialist reforms were discussed but never got
any further, As the rule of the bourgeoisie consolidated,
the Social-Democrats at the helm of the state apparatus
were gradually replaced by political leaders representing
the big bourgeoisie, among them Walther Rathenau, Gustay
Siresemann and others who openly assumed state power.
The long drawn-out crisis of 1929-33, the collapse of the
“Grossbanken”, mass unemployment, universal dissatisfac-
lion and the vast growth of the German Communist Parly,
shook the {oundations of the big German bourgeoisie. In a
desperate attempt lo safeguard its rule, the German bour-
geoisie lurned to fascism. In 1933, ITitler came to power.
The fascist state differed in many respects from the
Weimar Republic even though the rule of the bourgeoisie
continued. Mere adventurers became state leaders, former
stool pigeons like Hitler, thieves looling government proper-
ty like Goring, and shameless demagogues like Goebbels.
This clique did what the government of the big bourgeoisie
had been unable to do. They used demagogy and violence
to subject the working class (o their power; consolidated the
rule of the big bourgeoisie, appointed capitalists as official
“fithrers” over the faclory and office workers employed in
their enterprises; increased military expenditure to animate
the economy; seized the property of the Jewish bourgeoisie
and handed it over to the German bourgeoisie, whipped up
such base insltincts as anti-Semilism, racism, chauvinism, the
lust for murder, etc., and prepared the ground for the
Second World War, which was Lo realise the age-old dream
of the German bourgeoisie of a domain stretching from
Europe to the Urals.
Hitler’s defeat put an end to the fascist state; but the
ensuing administration of the Weslern Powers saved bour-
geois rule in West Germany.
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At present West Germany is a state dominated by a
financial oligarchy even more openly than under nazism.
which resorted widely to anti capitalist demagogy whenever
necessary. The present state camouflages itself with a veil

of Christianity and Catholicism. Some of the traits of fascism
have survived: the Communist Party is prohibited and there
is obvious chauvinism and militarism.! As under the Weimar
Republic, the Social-Democrats are once more entitled to
head the government in accordance wilh the number of
seals they hold in parliament, but they fully support the
policy of the big bourgeoisie.

This very cursory review shows that a mere reiteration of
the basic principles of the Marxist-Leninis! teaching on Lhe
stale—namely that under imperialism it is an instrumentl
ol the big bourgeoisie -fails to explain the many changes
which slate power in capitalist Germany underwent in the
twentieth century. Nor is lhere any need io prove how
imporlant these changes were in deciding the fate of the
German proletariat and the development of the revolulion
ary movement.

IFor the sake of ¢larity lel us repeat that when we say that
a mere repelition of the hasic principles of the Marxist
Leninisl teaching on the state does not enable us to under-
stand concrele historical development. we do not mean fo
imply that we in any way doubt ils correciness. The changes
we discussed above had no bearing upon the essence of the
stale. The big bourgeoisie continued to rule throughout all
these periods (exceptions were the short revolulionary crisis
at the end of the First World War. and. natu ally, in the
German Democralic Republie, where the rule of the bour-
geoisie has been overthrown). Changes have oceurred only
in the methods by which the bourgeoisie ruled, and in the
state apparatus and ideology with the help of which it tried
to sidelrack the proletariat from the revolutionary road of
development,

' The following true sounding story is told in West Germany, When
for reasons of ill health the former nazi Foreign Minister Constantin
von Neurath was released from the prison for war criminals, he paid
a ccourtesy call” lo Adenauer and fo the Ministry for Foreigzn Affairs,
When asked at the Ministry if he had noticed changes in Germany,
Neurath answered, “No, nothing much has changed, only the Fiihrer
has aged terribly!” :
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Is about Lhe slale apparatus. In all capi-

P T OTA WO
|::1-i\.~‘t".s\-?n:}t:t:i::-s the state apparatus is growing rrurlstu{'“?'_‘
but irregularly. It grows most rapidly during world mf].'\.
when hundreds of thousands of 1n-:\;{[:‘ are :‘nh.ximll 1{]”1
temporary work in slale iIl.\iIll:['iUl!“'-. Capitalists :ll_.m ]]lll}r.
jobs in these institutions but this is purely to i}rlrlh ’ 31
interests of their firms. The state apparatus shrinks when
peace is concluded and then gradually begins to {:51):1111;{
again. The table below shfm*q' 'Ih_c’ number of people
employed in U.S. governmenl inslitutions.

Employment in Non-Agricultural

Establishments, by Industry Division!
(millions)

Total | Government
19 50.7 6.4

541 8.8

553 a.9

The above figures show that the slale apparatus :l('{'(llll..ll‘l"%
for one sixth of the population employed in all n.nu-a;_'rul.l-
tural branches. The number ol people t-nmiu_\_r-::l in .111{-_1_1}}?1‘-
agricullural sphere has grown i:\_\'.l” per cent in seven \zii >T
the number of people employed in tl_‘.r- state apparatus J_?
more than 30 per cent. Contrariwise, _‘.Jn»rl» has .])[.‘l'n a
decrease in the number of employees in industiry, construc-
tion and transport during the same period. _ s

The state apparatus is subordinated to the ruling ( {nlmsi
and is used by it in ils own interests. Bul only Hll'.:]“%l]‘\;
paid top executives of Lhal apparatus il:n'll-‘lu.\:rrl”\'\.[IIII :11‘;
big bourgeoisie and share I.I;v::" interests. -I he ]m‘ k U.- t..
medium and small officialdom is a part of the |_n{ah~1‘tln<1 ,
even though its conditions differ in many |‘l‘_\|)f‘(:fh‘ ‘:I‘U].'Il
those of hired workers. IHowever, their ini‘rrf‘};ls differ Irun'll
those of the big bourgeoisie, and are In some r(.‘.'?'p(‘,(:'t.:
opposed to them. In many countries they have ;hvu _n\\-.nl
lrade unions, which fight for higher wages and sometimes
even resort to strikes.

! Federal Reserve Bulletin, August 1962, p. 1048; May 1963, p. 700.
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Although the bulk of civil servants are hired employees,

they are far less united than the industrial proletariat. There
is a much greater difference in the pay drawn by the high-
and low-ranking civil servants than there is between the
workers’ aristocracy and unskilled workers. Moreover civil
servants often split up into hostile groups.

In Germany there has always been a traditional enmity
between Prussians and Western Germans and between
Catholics and Prolestants. Under the Weimar Republie civil
servants of aristocratic origin despised the Social-Democrat
“upstarls”; in Hitler's lime—the adventurers of all brands,
whom the nazi regime appointed their seniors,

While there is no denying that the bourgeois slate appa-
ratus is an instrument of the ruling class and is used by it
to suppress other classes, in certain historical conditions il
may be turned wholly or partly against the ruling class, as
has been shown by Marx in his Eighteenth Brumaire of
Louis Bonaparte, Usually this happens after a defeat in war,

At the same time this does not signify that the bourgeois
stale apparatus should not be destroyed after the proletarian
victory. We are only trying to show the possibility of its
parlial disintegration with the help of well-organised propa
ganda even belore stale power is conguered by the proletar-
iat. This can be used to prepare and facilitate the break-up
of the state apparatus.

When Marx and Lenin spoke of the “break-up of the
bourgeois state apparatus”. they referred primarily to the
coercive, administrative and judicial machinery. It would be
senseless to destroy public health and postal services, com-
munications or the educatlional system, in which only the
people at the helm need to be substituted and bourgeois
ideology exterminated.

& & &

In this connection I shall refer back to the wide discussion
which followed the publication of my book on the role of
the bourgeois state in war economy.!

Sixteen years have passed since the publication of this

1 See Discussion about V. Varga's book “Changes in Capitalist
Economy resulling from the Second World War”, supplement lo the

Mirovoye khozyaistvo i mirovaya politika (World Economy and World
Polilies) magazine, November 1947.
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book, and continued study of the problem has revealed why
so few practical results ensued. The 1~1‘im'i]-;_i] reason is H_ml
little, if any, attention was given to some of the I)'.mull:;rm-
ciples of Marxist methodology. For this reason the :11‘_'\:(-1|_~'—
sion was lacking in concrete historical analysis, It paid no
attention to: .

a) the fact that the laws of capitalism are tendencies
which are always opposed by r.‘..s_)unlor-Irml:-nrim;_, 7o
b) that, as was said above, there are no “pm‘el, ‘slutl‘c
social formalions or modes of production; that their descrip-
tion is no more than a scienliflic abstraction; that every
social formation is in a state of constant change and tl}at
every mode of production (except communism) L'-,onlzm}s
remnants of the past and the shoots of the fulure mode of
production; and . Py
c) that there is no such Lhing as an immutable “[11‘11'1g in
itselt”, because its meaning is always modified by circum-
stances, and depends on the vantage point from which it is

observed.

The discussion on the question of Lhe slale centred around
the following points: ‘

1. Whether under monopoly capitalism the state is a state
of the whoele bourgeoisie, as I slated in my book, or a slate
solely of the monopoly bourgeoisie (financial oligarchy), as
was asserted by my opponents. I now find that depending
on the concrete historical situation either thesis may be
correct or incorrect. _

Under “normal” conditions, i.e., when the capitalist social
system is not subjected to any immediate danger, the monop-
oly capitalist slate is a state of the monopoly h[.:urgems_ie.
Its foreign, economic and taxalion policies, and even ils
social policy serve the interests of mrm:_;]m]_v :‘;1])|tal., and
are aimed at maintaining and perpetuating the continued
exploitation of the working class in accordance with the
requirements of modern technology.

Even those laws which at first glance seem to serve ‘lhe
interests of the working class (for example, the expansion
of obligatory education) in realily serve the interests of []‘l{-’:
capitalists, who need more skilled labour now IIh:.m they did
before. This is self-evident and requires no further expla-
nation,

The state acts on behalf of lhe interests of the whole
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bourgeoisie at times when the existence of the capitalist
social system is in direct danger.

\s the general crisis of capitalism ageravales the threal
lo ils existence, and assumes a permanent character, the
saleguarding ol the capitalist system becomes a more and
more important function of the monopoly capitalist state.

et us pul the problem in another way: in delending
the capilalist system (the private ownership of the means
ol produclion, exploitation, ele.) does the U.S. state acl only
in the interests of the monopoly bourgeoisie? Obviously not.

All classes and sirata of the population receiving a direc!
or indirecl income from the cxploitation of the working
class are interested in the [urther exislence of capitalism,
These include the monopoly, non-monopoly and (rading
bourgeoisie, bankers and speculators, rentiers, and the rural
bourgeoisie (big farmers) and also the highly paid e¢ivil
servanls, employees, trade union leaders,' lawyers, cte,

The above shows that eilher thesis may be correcl or
incorrecl, depending on conerete historical conditions. Thus,
the propositions that under imperialism the slate serves
only the inlerests of the monopoly bourgeoisie, and thal il
expresses the interests ol the whole capitalist class. are both
correct.

2. The olher problem under discussion was whether,
under specific condilions, i.e., lotal war economy, the mo
nopoly capitalist state will act against the interesis of some
monopolies, as we asserled, or whether that is entirely out
of the question, as asserted by some of our opponents. This
problem is analysed in Lhe essay on the problems of state-
monopoly capitalism. We shall not dwell on the problem
here, but confine ourselves to saying that in this case too
the actions of the stale depend on concrete historical condi-
tions. The grealer the danger to the further existence of
the ecapitalist syslem in a country, and the more intense

L Some American (rade union leaders have an annual income of
$100,000, which is equivalent to a 5 per cent income on a capital of
$2,000,000. Naturally they are confirmed defenders of capitalism. George
Meany's urticles in the cenlral mouthpiece of the American (rade
unions are a perfect illustration of the above. It is also typical thal
the newspaper of the American Internalional Trade Union of Dockers
called upon ils members to boycott ships sailing for Cuba on October 9,
1962, two weeks before the Kennedy adminisiralion officially announced
the blockade of Cuba.

must be the mobilisation of the whole economy to ensure
the fulfilment of war orders. the stronger the aclion taken
by the monopoly capitalisi stale against those monopolies,
who in pursuit of their personal interesls lry (o harm
the war effort. These actions by the siate serve to safeguard
the common interests of all monopolies.

In the U.S.A. there was much less need lo subordinate
the personal interests of separale monopolies to the com-
mon interests of monopoly capital than in the warring
Furopean capitalist countries, because the U.S.A. had sur-
plus produclive capagitics and participated in the war for
a shorter time and with fewer forces than ils allies. If all
monopoly enterprises were allowed to do as they pleased
and no restrictions were placed on them, prices would soar
(as can be observed on the black markel) and unre-
strained inflation would follow. They could build cars and
villas for war profiteers, since these olfer prolits which are
even higher than lhose ensured by the production of war
materials.

3. In my book I said thal “lhe slale has become the
decisive faclor in the war cconomy’™.

Many lacts endorse this statement. To wage war the state
bought up close on 50 per cent ol the country's total in-
dustrial oulpul, distributed raw materials and the labour
force, lixed prices, ete. True, lhese slale measures were
often circumvented, there was a black market on which
prices were much higher, ete. But this does not alter the
essence of our problem.

The objection was that “it is not the slale but the mo-
nopolies who are the decisive force in the war economy™.
This objection is a simple logical mistake, “a confusion of
conceptions”. The class character of the state and its eco-
nomic role are entirely diflerent things and must not be
confused. The proletarian class stale always plays the lead-
ing role in the economy whereas the bourgeois state plays
this role mainly in the war economy. The monopoly cap-
italist state is a class state of the finance oligarchy and not
one slanding above classes. The [act thalt monopoly capital
assumes a decisive role only with the introduction of a war
economy proves that state power belongs to the monopolies
in corpore also under war cconomy conditions, The decisive
role belongs not to individual monopolies but to their state.
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Our colleagues who consider lhe monopolies omnipotentl
in the sense of Stalin’s formula on the “complete and final
subordination” of the modern bourgeois state by the mo
nopolies, thereby deny that a creation of an anti-monopoly
popular front (as outlined in the new Programme of the
C.P.S.U.) is possible, and that the containment or elimina-
tion of the monopolies can be achieved by political action
of the masses before the capitalist system is overthrown.

4. Finally, let us lurn to the problem of economic
planning by the capitalist state, The discussion of this
problem too was marked by a dogmatic approach and a lack
of concrete historical analysis. Only extremes were dis-
cussed—nplanned cconomy and full anarchy of production.

It is self-evident that under capitalism there can be no
planned cconomy in the Marxist sense of the word. Since,
under socialism, the basic means of produclion are public
properly, lhe state determines directly what should be pro
duced, at what prices the output should be sold, ctc. This
opens up the possibilily for the planned guidance of the
national cconomy as a whole. Under capitalism, where the
means of produclion are the private property of the cap-
italists, the state can only promulgate laws and ordinances.
directing the capitalist whal to produce, etc. To what
measure these laws and ordinances will be observed by the
capilalists once again depends on the conecrele historical
situation.

But this does not imply that under capitalism there can
be no “planning” of any sort. We could of course quibble
over words, declaring that the measures the capitalist state
takes in its attempt to influence the volume and nature of
production, the dislribution of capital investments, ete., are
nol planning in the true sense of the word. However, this
would make it impossible to continue our concrete analysis.

In a war on such a scale as the Second World War, re-
quiring the all-out mobilisationn of all economic resources
of the warring countries, it is essential to plan a substantial
share of production. The General Staff places with the
governmenl orders for materials and resources and the
labour force needed for the nexl war year. If the economic
resources of the country were unlimited, the role of the
state would be conlined to the distribution of war orders
among the monopolies and to paying for them.
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Bul even the resources of the U.,S.A,, the richest capitalist
country, were insufficient to satisfly war needs and the el-
fective demand of private consumers, and this meant that
if full anarchy of production had been allowed to conlinue,
it would have been impossible lo continue the war. The
U.S. administration was forced to introduce a certain ra-
tioning in the distribution of steel and other raw malerials,
to prohibit the manufacture of cars and non-essential con-
sumer goods, to distribute manpower resources among the
armed forces and the economy, and also among the indi-
vidual branches of lthe economy, to sct price limits, ete.

In those capitalist countries which had less resources than
the U.S. the state played an even grealer role in the econ-
omy, to the extent that in nazi Germany cven broken
window panes had to be handed in lo government offices
and food rationing was inlroduced.

We could call all these aclivilies of the bourgeois state
distribution instead of planning. This may even be expedient.
for it would distinguish belween these activities and socialist
planning. Bul it is not the name bul lhe facts thalt count,
and these show lhal during the Sccond World War the
aclivities of the bourgeois slale produced a situalion which
differed substantially from production for an indefinite
market—the main cause of anarchy of produclion.

Moreover, even now in times ol peace, a number of
bourgeois slales have adopted “five-year plans”. India, for
example, is now implementing its third five-year plan,
While these plans diiler fundamentally from Soviet five-year
plans, they do exert a certain eflect on the economy. To
some exlenl the state succeeds in guiding the development
of production and of the produclive forces as a whole by
planned regulation of direct capital investments into the
state sector and by making the taxation policy influence
new inveslments in the private sector, which is not the case
under complete anarchy of production.

We emphasise once more that under capitalism [here can
be no genuine planning. Bul al the same time it cannot be
denied that the six Common Market countries have
“planned” their economic policy for a period ol twelve
years in advance, and are to some extent still fulfilling
this plan. The European Coal and Steel Community also
operates according to plan.
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The above shows that the dogmatic assertion that there
can be only lwo alternatives—complete anarchy of produc
tion or complele planned economy—is impraclical, untrue
and hence anti-Marxist.

Though I have not made a special study of Soviel econ
omy, and well realise the narrow limits of my experience
in Lhis matter, I should like to point oul that even in the
Soviet Union, after decades of genuine planned economy,
there are still elemenls of anarchy in production, and plan
ning does not as yet fully embrace all aspects ol lhe econ
omy. There still exists the private production of peasanls
from Lheir personal plots, which is parlly designed for an
“indefinite” markel; lhere is a collective farm markel, where
prices are not set by state bodics, even though they are
regulated and aflected by prices in state relail lrade.

Consumer demand lor some goods cannot be prede
termined and planned with absolute aceuracy. The con-
sumplion of bread, sall, sugar and similar goods ol "non-
flexible” demand can be computed beforchand with a high
degree of accuracy, but the planning bodies cannot ac-
curalely foresee how many suils or TV sels lhe consumer
will buy in the following year, nor which materials women
will prefer. For these reasons there can be no overall plan
ning of consumplion.

e il

In conclusion 1 should like lo remind Lhe reader that at
the time of the debate I was compelled to put an end to
the discussion by admitting that there were mislakes in
my book. This was not because pressure was exerted on
me in the Soviet Union, but because the capitalist press,
and especially the American papers! made a political sensa-
tion of the discussion and true to bourgeois form, used it
for violent anti-Soviet propaganda, asserting that 1 was
pro-West, was opposing the Communist Party, ete. It there-
fore became a malter of liftle importance to me whether
my crilics or I were righlt. After almost fifty vears of work
in the ranks of the international working-class movement,
the bourgeois press was trying to make Lthe capitalist world
see me as an opponenl of my own Partv, and Lthis was
something that 1 could not tolerate.

1 Sece, for example, The New York Times of Japnuary 25, 1948,

PROBLEMS
OF STATE-MONOPOLY CAPITALISM

Lately considerable progress has been made in the study
of stale-monopoly capitalism. The new Programme of Lhe
(.P.S.U. based on Lenin’s leachings gives a clear picture
of slale-monopoly capitalism. The development ol slate-
monopoly capilalism in the most important countries has
been recently deseribed in a number of writings of the
Marxist trend.! Although there have been profitable discus-
sions on this problem, we still think that some problems
remain unsolved.

INTERNAL CONTRADICTIONS
OF STATE-MONOPOLY CAPITALISM

In conformity with Marxist theory a general theoretical
analysis of state-monopoly capitalism should regard mo-
nopoly capital as a singie force, and lhe whole monopoly
bourgeoisie as a class or as the leading layer of the capitalist
class with common class interests. In his War and Revolu-
tion Lenin said: “...The old capilalism, the capitalism of
the free-competition age [was growing.—Y. V] into the cap-
italism of giant trusts, syndicates, and cartels, This group

1 See 8. A. Dalin, Voyenno-gosudarstoenny monopolistichesky kapi
talizin  {Military State-Monopoly Capitalism), U.S.S.R. Academy of
Seiences Publishing House, Russ. ed., 1961; Y. A. Povzner, Gosudar-
stvenno-monopolistichesky kapitalism v Yaponii (Slute-Monopoly Capi-
talism in Japan), U.S.S.R. Academy of Sciences Publishing ITouse, Russ.
ed,, 1961; E. L. Khmelnitskaya, Monopolistichesky kapitalizm v Zapad-
noi Germanii {Monopoly Capitalism in Wesl Germany), IMO Publishing
House, Russ. ed., 1959.
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introduced the beginnings of stale-controlled eapitalist pro-
duction, combining the colossal power ol capitalism with
the colossal power of the state inlo a single mechanism
and bringing tens of millions of people within the single or-
ganisalion of state capilalism., Here is economic history,
here is diplomatic history, covering several decades, from
which no one can get away.”!

The coalescence of two forces—the monopolies and the
state—forms the basis of state-monopoly capitalism, This
view is further developed in the Programme of the C.P.S.U.
which stales: *“Stale-monopoly capitalism combines the
strength of the monopolies and thal of the stale into a single
mechanism whose purpose is lo enrich the monopolies,
suppress lhe working-class movemenl and the national
liberation struggle, save the capilalist system, and launch
aggressive wars,”

We want to emphasise that both Lenin and the Pro-
gramme of Lhe C.P.S.U, speak of a fusion of fivo forces.
This means thal monopoly capital and the slale are in-
dependent forces, which in the epoch of monopoly cap-
italism unile lo achieve definite aims. This is nol & simple
unilateral “subordination™ of the stale to monopoly capilal,
as asserted by Slalin, and as some of our economists
dogmatically continue to asserl to this day.

We have made an attempt to define the essence of slale-
monopoly capilalism somewhal more concretely: “The
essence of slate-monopoly capilalism is a union of the power
ol the monopolies with Lhat of the bourgeois state for the
achievement of two purposes: 1) that of strengthening the
capitalist system in the slruggle against the revolutionary
movement within the country and in the struggle against
the socialist camp, and 2) of redistributing the nalional
income through the state to the benefit of monopoly
capital.”?

In this general formula monopoly capital is defined as
a single power. But if we analyse monopoly capital more
deeply we shall discover that the monopoly bourgeoisie fully
agrees on some questions, but sharply disagrees on others.

1 V. 1. Lenin, Collected Works, Vol. 24, p, 403.
Y. Vargn, Kapitalizm dvadtsatogo veka (20th Cenlury Capilalism),
Gospolitizdal, Russ. ed., 1961, p. 104,
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And this is only natural. Marx poinled out that the bour-
geoisie is united in its attempts to squeeze oul of the work-
ing class as much surplus value as possible, but thal this
unanimity disappears completely when it comes to the
distribution of the surplus value which has now become
profit. Lenin emphasised that competition remains under
monopoly capitalism, and therefore also under state-
monopoly capilalism, and that this excludes a complete
community of interesls among the bourgeoisie,

Thus, in Soviet wrilings one could encounter the erro-
neous tenet declaring that in every monopoly capitalist
counlry there exists a centre which represents the inlerests
of the monopoly bourgeoisic and gives dircctives to the
stale apparatus (such as the Federalion of British Industries
or the National Associalion of Manufaclurers in the U.S.A.).
But, even though the monopoly bourgeoisie has cerlain
common interesls, its individual layers confrolling the var-
ious economic branches have their own specific interests
which contradict those of the monopoly bourgeoisic as a
whole. Therc¢ are even constant contradiclions among the
various monopolies in a single branch. The monopoly bour-
geoisie have Lhe following inlerests in common:

a) to safequard the capitalist social sysiem. This is an
aim shared by lhe whole monopoly bourgeoisie without
exception;

b) to keep wages al the lowest possible level. This too
is a common interest of the whole monopoly bourgeoisie;!

¢) to reduce the taxres paid by the beurgeoisie and to
shift the tax burden to the other classes and social
slrata.

In other respects the interests of the various strata of
the monopoly bourgeoisie differ and contradict each other.
Even though the whole monopoly bourgeoisie is interested
in eslablishing high monopoly prices, their interests diverge
when it comes to fixing them. The monopolies in the metal
incdustries strive to establish the highest possible prices for
their commodities, while the monopolies buying these com-

! The monopolies in the different branches have their own specifie
interests. Thev all want the ges of their workers to be as low as
possible. But the monopolies producing non-essential consumer goods
(small cars, radios, TVs, ete.) are interested in an increase in the
effective demand of the workers of other monopolies.
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modities (the molor, engineering and other industries) are
interested in acquiring them at the lowest possible price.
All monopolies are interested in high protective customs
tariffs on industrial goods. But the monopolies of every
branch try to establish the highest protective tariffs for the
goods they are producing; and they certainly are not in-
terested in protective tariffs which boost the prices of the
goods they use for production.

Many similar examples could be given, but we think
that those enumerated above show that there are only a
few spheres in which the inlerests of the whole monopoly
bourgeoisie coincide, namely, the safeguarding of the ecap-
italist social system, the high degree of exploitalion of
workers, and the shifting of the tax burden to the other
classes. In all other spheres the monopolies in the dilferent
branches have some common interests but also a great many
individual interests.!

The monopolies of any single branch have many interests
in common but there are also sharp conftradictions between
them. Competition leads to the ruination of the weaker,
All the monopolies in the same branch are inleresied in re
ceiving governmenl orders which bring in high profits, and,
therefore, fight each other tooth and nail to obtain these
orders for themselves.

A conslant struggle goes on hetween the monopolies of
different branches and frequently between those of a single
branch for the share of goods to be placed by each on a
limited market or, in other words, for their share in total
profits. This struggle (disregarding ecyclical fluctuations)
tends to aggravate constantly, since the gap belween the
productive capacilies and the capacity of the market widens
all the time,

The struggle belween the monopolies of a single branch
is particularly accentuated when war orders become the
bone of contention. In March 1963 U.S. Defence Secretary
McNamara wanled to place an order for 6,500 million dol-
lars (the largest order in U.S. history) with the Dynamics
Corporation for TFX military aircraft but after bitter

I The contradictions are smoothed over through the formation of
monopolies which combine enterprises of different branches, by the
intertwining of finance capital, etc.,, but they are not removed.
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discussion the Senate was forced to hand it over to their
rival, the Boeing Corp.!

Many of the contradictions between the monopolies of
a single branch. or between separate monopoly enlerprises
and the interests of monopoly capital as a whole, give rise
to conflicts between the state and the monopoly capitalists
of a particular branch, or between the stale and separate
monopoly enterprises, Let us remind the reader of the
hattle between the American steel smelting indusiry and
President Kennedy in 1961. when stale pressure forced the
monopolies to abandon their plan of raising prices on steel;
and of the conflict between Erhard, West German Minister
for the Economy and the Volkswagen AG, which refused
lo comply with Erhard’s demand thal the firm desist from
-aising lhe prices of ils ears. In retaliation the government
considerably lowered import duties on cars.

Such conflicts are explained by the fact thal under state-
monopoly capitalism the stale represents the common in-
terests of monopoly capital, interests which may well con-
tradict those of separate monopolies or monopoly groupings.
This shows that the definition of stale-monopoly capitalism
based on Stalin’s conceplion (“state-monopoly capilalism
implies the subordinalion of the slale apparatus to the
capitalist monopolies™2) is wrong.

There is no one-sided “subordination” but a joining of
forces, which, in spite of this merger, still maintain a
certain autonomy. There is cerlainly no subjection of the
state apparatus fo separate monopolies or the monopolies
of a certain branch, for this would exclude conflicts be-
tween the state and separate monopolies. The dogmatists
once again forget the basic precept of Marxist philosophy,
declaring that all capilalist laws are no more than tenden-
cies which are always opposed by counter-tendencies.

The relations between monopoly capilal and the state
are complicated by the parliamentary form of government

I The Times, March 15, 1963.

2 Politicheskaya ekonomiya (Polilical Economy), Textbook, 2nd
Russ. edition, Gospolitizdat, 1955, p. 266. The 3rd revised and sup-
plemented edition of the textbook appeared in 1960. The definition
on page 250 has been improved. But Stalin’s formula about the
“Tuimr.diuari(u:l of the state apparatus to the monopolies” has not been
altered.
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in the monopoly capitalist countries (under a bourgecois
dictatorship of the fascist type this complication is
removed). The sltate apparatus. in the narrow sense of the
word, i.e., the aggregate of civil servants, the coercion ma-
chinery, ete., is a permanent body.! while the top layer of
the state apparalus, the government and the legislative
bodies, change periodically? in conformity with parliamentary
election results. A change in the parliamentary majority
and a change ol government do not necessarily entail a sub
stantial change in the relations between monopoly capilal
and the state, even when lhe government is formed by
the Labour Parly or, as in Sweden, by Social-Demoecrals.?

Butl this does not mean that the parliamentary system,
the campaigning of the various parlies lo win the elec-
lions is irrelevant. Tf the monopolies had their way there
would always be a Conservalive governmenl in Brilain.
Bul the monopolies cannot always do as they please. What
is the reason for this?

The reason is that in the stale-monopoly capitalist coun-
trics, factory and office workers and civil servants conslilule
the majority of the population, and hence of the electors.
The bourgeois parties and the government must take this
info account, and lhey, therefore, camouflage and deny the
exislence of monopoly capitalist domination. In some cases
this results in a certain change of government policy.
John F, Kennedy, the son of a millionaire, and worth
hundreds of millions of dollars. was naturally no enemy of
monopoly capital. Bul since the electors of the Democratic
Parly are composed primarily of factory and office workers,

! When an opposition party gains vietory over the ruling party in
the U.S. a large number of civil servants belonging to the old party
are dismissed and replaced by adherents of the new ruling party. This
is not done in Western Europe.

% The permanent state apparatus is often more important than the
constanlly changing government. The British Prime Minister Lloyd
George once said that although people speak all the time about govern-
ment decisions, 95 per cent of these decisions are ftaken by the
apparatus, the remaining five per cent by the government according to
recommendations of that apparatus.

# In the U.S.A. the monopolies secure their interests by financing
the election campaigns of both parties: one part of the monopoly
bourgeoisie belongs to one parly, the olher lo the second. In Johnson's
Governmenl the two key posts, thal of War Secrelary and Finance

Secretary, arc held by Republicans.

56

he declined the unanimous demand of the monopoly bour-
geoisie of all parties in the summer of 1962 for an im-
mediate cut in taxes on monopoly capital. The tax cut was
postponed to 1963 in order not to jeopardise the chances of
the Democratic Party in the 1962 elections. This shows that
in spite of the faet that the monopoly bourgeoisie and the
state join forces, the relations between them are more com-
plicated and contradictory than would seem at first glance.

State-monopoly capitalism embraces a single counitry
(we shall discuss the emergence of supra-national state-
monopoly capilalisl organisalions later in the book). This
means that the contradictions between Lhe inlerests of
monopolies of different countries breed conlradiclions and
clashes between the relevant countries. This has always
been the case under imperialism. The development of slale-
monopoly capitalism has changed nothing in this respect,

We should like to remind the reader of the radical con-
[radiclion between the lwo principal aims of the monopoly
hourgeoisie: that of safeguarding the capitalist social syslem
and thal of ulilising Lhe stale lo redistribute the national
income in favour of monopoly capital. In the struggle for
the first and principal aim—the safeguarding of the cap
italist social syslem—the monopolies have the support of
all those capitalists whose incomes are fully or parlly de-
rived from the exploilation of labour—the non-monopoly
bourgeoisie, landowners. rich farmers, and pelly bourgeoisie
and also highly paid emplovees, civil servants, the corrupt
workers’ bureaucracy and workers’ aristocracy, in short,
of all those elements who do nol want a socialist trans-
formation of society. In implementing ils second major
aim, that of redistributing the national income in favour
of monopoly capital with stale assistance, the monopolies
arc treading on the loes of these layers of capitalist
society which support the monopoly bourgeoisie in the
achievement of the first aim. They alienate them and
thereby create conditions (or the formalion of a broad anti-
monopoly-capital front embracing lhe working people and
those layers of the bourgeoisie whose interests have been
harmed by the monopoly hourgeoisie.
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We shall give only one example to demonstrate how the
monopoly bourgeoisie resorts to state assistance to infringe
upon the interests of the non-monopoly exploiting classes.
On May 17, 1962, Osborn, a Conservative M. P., submitted
to the British Minister of Trade an inlerpellation on the
high price of ammonium sulphate that the Imperial Chem-
ical Industries (1.C.I.) were charging farmers. 1.C.I. have

the monopoly on the production of chemical ferlilisers

in Britain. He quoted the following faets. For the pasl
twenty years importers of ammonium sulphate paid an
import duty of four pounds a ton. On May 3, 1962, the
duty was raised to seven pounds a ton., This enabled I1.C.I.
Lo sell farmers ammonium sulphate at £20 a ton, At the
same lime 1.C.I. exporls large amounts of that chemical at
£12 a ton and [oreign firms are willing to supply Britain
at the same price. Oshorn asked the Minister to abolish
the proteclive duty on ammonium sulphate. The Minister
of Trade did not deny the facts but refused Lo abolish
the tax on the ground that the export at lower prices
makes for a better use of productive capacities and thus
lowers production cosls. This argument has been used
time and again to justify the superprofits of monopoly
capilal.

But it did not stop at that. In the course of the debates
it was pointed out that the Brilish Government is paying
the farmers a subsidy of £8/15 per ton of superphosphate
with the alleged aim of expanding agricultural output
through wider use of artificial fertilisers, but that this money
is almost fully appropriated by I.C.I. in the form of high
monopoly prices. The Minisler of Trade defended this state
of affairs, to which Labour M. P. Douglas Jay remarked:
“Does the Government ever dare to condemn any action of
1L '

Obviously, even if British landowners and farmers do
support monopoly capital in defending the capitalist social
system, they oppose it when it comes to the distribution
of the national income, The contradictions between them
! Taken from the Parliamentary Records published by The Times
on May 18, 1962, It is noteworthy that several months after this de
bate Hugh Gailskell, the late leader of the Labour Party, announced

that in the evenl of a Labour victory the Imperial Chemical Industries
would not be nationalise
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are miligated by the fact that the richesl landowners are
closely linked with monopoly capital. ‘

This example also illustrates the devious means by which
the national income is redistributed in favour of monopoly
capital. The British Government uses the taxpayers’ money,
including that collected from the workers, to pay the
farmers subsidies. which are then appropriated from the
farmers by I.C.I. which sells them superphosphate at a
price exceeding that quoted on the world market by £7 a
ton. Thus, a part of the money earned by British wo‘rkers
(being subjected to direct capilalist exploitation) is sy-
phoned into the money bags of the nu.nnluslivs._’Wc see
that the fusion of stale power and monopoly capital pro-
ceeds dialectically and contains innumerable conlradictions
which come to light during a concrete analysis.

Stalin’s formula on the “subordination” of the state to
the monopolies slops us from seeing things in a true light
through a concrete analysis.

TIIE UNEVEN DEVELOPMENT
OF STATE-MONOPOLY CAPITALISM

Like all processes under imperialism, the development gf
slale-monopoly capitalism is irregular both in time and in
various countrics. Some manifestations of state-monopoly
capitalism could be observed even before the First World
War. For example, the trade agreement signed between
Germany and Japan contained a special clause regulating
the supply of dyes to Japanese textile firms by the German
chemical industrialists’ association. However the final
transition to stale-monopoly capitalism began only during
the First World War.

Lenin said: “World capitalism, which in the sixties and
seventies of the last century was an advanced and pro
gressive force of free competition, and which at the
beginning of the twentieth cenlury grew into mmmpt:)f.r.;
capitalism, i.e., imperialism, took a big step forward during
the war, not only towards greater concentration of finance
capital, but also towards transformalion into state capital-
ism.1

Since that time stale-monopoly capitalism has developed

1 V. I. Lenin, Collected Works, Vol. 23, p 267

—
1A

L] [Ihl.

It Bk
=



unevenly. It weakened after the end of the First World

War, became slronger during the 1929-33 economic crisis.

ebbed after the crisis, intensified during the Second World
War, weakened slightly after it, and now experiences a
qualitatively new upswing, expressed in the selting up of
supra-national state-monopoly organisations and in the
attempts to create a supra-national state-monopoly
capitalism.

This undulating development is due to the fact that the
tendency towards the strengthening of state-monopoly cap
italism is opposed by strong counter-tendencies, which at
limes gain the upper hand. But their viclory is short-lived
because the tendency towards the strengthening of stale-
monopoly capitalism is victorious in the end. If we compare
historically similar periods, for example, the first decades
after the First and the Second World Wars, we discover that
alter the Second World War, following the end of the inev-
itable period of weakening, state-monopoly capilalism rose
lo a considerably higher level than it had occupied during
the corresponding period following the First World War.

This undulating line of development is easily explained.
Obviously, the monopoly bourgeoisie as a whole strives for
the main aim of slate-monopoly capitalism, which is the
safeguarding of the capilalist social system, and the redis-
tribution of (he national income in its favour. Bul. on the
other hand. it objects to state “inlerference” in the cconomy
and to social legislalion on principle. To this day its ideal
Is “to be master in ils own house”. This contradictory
attitude of the monopoly bourgeoisie to s!ato-mt_nmpnrI;'
capitalism explains why it grows unevenly—makes a Iv;:i;
forward when there is a genuine threat to the existence
of the capitalist system and recedes a bit when that danger
t]i.\‘:'!]}p(‘;ll‘ﬁ, Lenin said: “War and economic ruin have
torced all countries to advance from monopoly capitalism
to stale-monopoly capilalism. This is the nbj(.‘.('\ti\’c stale of
afTairs.”! The Programme of the C.P.S.U. gl\:cs an identical

definition: “World wars, economic erises, militarism, and
political upheavals have accelerated the development of
monopoly capitalism inlo stale-monopoly capitalism "2

r. V. L. Lenin, Collected Works, Vol. 28, p. 170.

= The Road to Communism, Moscow, 1961 p. 471,
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It is also clear that stale-monopoly capilalism musl grow
stronger in the historical aspect. The inlernal contradictions
of capilalism are constantly worsening: socialism is winning
the batile, the system of colonial rule is rapidly approach
ing its final collapse, the former colonial peoples are enemies
of imperialism and more and more of them strive to embark
on the road to socialism. Socialism is to an ever greater
extent becoming the decisive factor in historical develop-
ment, This signifies that the very existence of the capitalist
social system is being subjecled Lo an ever-increasing
danger. The monopoly bourgeoisie has bul one way out,
that of strengthening the capitalist system through state-
monopoly capitalism. In our opinion the best definilion of
the development of state-monopoly capilalism has been
given by 0. V. Kuusinen, who said:

“Inilially it was regarded as a sort of ‘emergency meas-
ure’, resorled to only during warlime or during a grave
economic or political erisis and abandoned Lhe moment the
‘emergency’ had passed. At present, the imperialist bour-
geoisie can no longer maintain ils domination without state-
monopoly capitalism even during relatively normal periods.
This is due to lhe aggravation of lhe general crisis of the
capitalisl syslem, to the growing disintegration of capitalism
and weakening of ils inlernal forces—economic, political
and ideological.”!

The monopoly bourgeoisie {finance oligarchy) has laken
Lhis historically unavoidable road and lo this day con-
tinues to travel along it by fits and starts, stopping on the
way lo limit the state-monopoly capitalist supersiruclure
when it feels that ils supremacy has somewhat consolidated.
Both in Britain and in West Germany a substantial part
of formerly nationalised enterprises have been denation-
alised and handed over to private capital on favourable con-
ditions, In West Germany not only stale enterprises built
under Hitler (such as the Volkswagenwerk which was fi-
nanced by workers’ money, collecled on lhe false promise
that the workers would be provided with cheap cars) but
also state properly, which belonged to the Prussian state
even in the 19th century, have been handed over to private
capital. In Italy, on lhe other hand, the power induslry is

World Marxist Review, No. 4, Prague, 1960, p. 7.
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being nationalised, although naturally, the former owners
are paid a lavish compensation. All this is a perfect example
of the unevenness of capitalist development. Yet, in spile
ol the denalionalisation ol some state \'-"n[iﬂl‘pl‘isn's in Wesl
Germany, in 1962, 74 industrial companies with a sub-
scribed share capital of 100 million marks each were slate
property: their total share capital amounted to 20,200 mil
lion marks, 22 of them acconnting for a total capital of
5,800 million marks were state-monopoly enterprises.! If
we add state incomes lo that figure we can see that even
denalionalisation has not wrought subslantial changes in
the state property’s share,

In the United States, where the bourgecisie considers ils
rule relatively secure, il constantly fights against state “in
terference”. The demands of the extreme Right-wing of Lhe
Republican Party, supporling the fascist Birch Socicty, are
typical in that respect. They supporled the candidacy of
reactionary Senator Barry Goldwater for the Presidency.
Below are some of the demands advanced by lhis movement:

the repudialion of all social and economic legislalion
promulgaled after 1932;

curlailment of trade union rights;

promulgalion of laws on the right Lo work?

abolilion of state housing construction;

abolilion of income lax;

the refusal lo enter into disarmament agreements with
or without guarantees.”

This fascist gang openly demands what the American
monopoly bourgeoisie only dares to dream about, namely,
that all taxes be paid by the mass of consumers, that all
legislative or trade union restrictions on the exploitation
of labour be abolished and that nothing be allowed to
hamper the arms race.

Obviously, the monopoly bourgeoisie will not reject the
chance of getting war orders, no matter how much il
talks about disarmament. War orders yield much higher

Deutschies Wirlschafts dnstitut. Bericht N. 14, 1962, §. 290-91.

* This includes laws legalising sirike-breaking, which give enlrepre
neurs Lhe right to offer workers worse L(Jlldillmh than are fixed in the
collective agreement, efe. In short, il boils down to “being master in
one’s own house™, Y
¥ The New Republic, May 28, 1962, p. 16.
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profits than any other investment. Only occasionally is
some data on this subject published. An investigation con-
ducted by a commitiee under Senator McClellan on the
llllr\"llt s of Nike missiles, for which the Government paid
32,600 million, revealed the following facts. The order was
given to the Western Electric Company which handed 40
per cent of the order over to subcontracltors. Profils were
divided as follows: Consolidated Steel supplied the Douglas
Aircraft Company with commodilies amounting to $146
million, making on them a profit of $9 million. In order
to make a prolit, the Douglas Aireraft Company added a
further $10 million to the price and sold the output to the
Weslern Eleclric Company. The laller added another $9.8
million. The cosl of production {or the government order was
$146 million, bul il netled the three participants a tolal
of $28.8 million profit, or almost 19 per cent ol the total!

No matter how much some monopolics may be against
slale “interlercnee”, against stale-monopoly capitalism, no
matter how much they may deride state [unclionaries
among lhemselves, they never reject government orders,
which are an important cog in the mechanism ol siate-
monopoly capitalism.

Whal the big capilalists think of the people holding key
government posts can be seen from the following stale-
ments:

“In the quiet, high-ceilinged dining rooms ol the Detroit
Athletic Club, where the movers and shakers of the auto-
molive induslry galher, lhey added a new looth lo an old
saw: ‘I'DR showed that the Presidency can be a lifetime
job, Truman showed that anyone can be President, Ike that
we really don’l need a President, and Kennedy that it can
be dangerous to have a President’ "2

But the top-brass of the finance oligarchy who call the
lune, or at least some of them, are polilical realists and
cherish no illusions on the situation. They are compelled
to reckon with the socialist counlries and also with the
power of the trade unions. For political reasons they there-
fore attempt to create the illusion Lhat the state opposes
the monopolies. For propaganda reasons lhe slale “strug-

Y The Economist, April 21, 1962, p. 250.
Y Newsweek, July 16, 1962, p. 11 (italics mine—Y. V.).
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gles” against cartels. which are “prohibited” by law in the

l_.,\'._\._ln 1961-62 the U.S. Government accused the General
Electric Co. and 28 other firms in the electrotechnical in
dustry of having, by mutual agreement. sold the govern
ment heavy electrolechnical equipment at excessive prices.
\‘an‘_inllx' organs of state power and private firms lodged 1,600
similar complainls.

The clash of the government with G.E.C. was settled oul
of court: the company had to pay the government
$7,470,000 compensalion. The government expecls all
other claims Lo be settled in the same way, and according to
the London Economist this will vield the government a
further $50 million. This may seem a considerable amount
but actually it comprises only 20 per cent of company
profits for 1961. However lhe swindle becomes obvious
when we realise that “if the Internal Revenue Service
Fle('irh-x that Lthe damages (qualily as deductions from taxable
income, the Treasury may aclually be worse off”.!

lhe government gives the company with its left hand
what it lakes back with the right, j

The development of stale-monopoly capitalism is both
complex and contradictory, In the final analvsis all the
profits are always reaped by the largest mfP‘IIOI]i.‘Jii(‘S, al
though the manner in which Lhis '
simple.

is done is by no means

STATE-MONOPOLY CAPITALISM
AND THE PROLETARIAT

' I'he constant development of state-monopoly capitalism
1s an objeclive process, Historically it is the final phase ol
imperialism, the preparatory stage for socialism. In his
famous definition Lenin says: “state monopoly capitalism is
a complele material preparation for socialism, the threshold
of socialism, a rung on the ladder of history between which
and the rung called socialism there are no intermediate
rungs.? .

On the surface this would warrant the coneclusion thal
the Social-Democrats are right in declaring that the pro
letariat should indiscriminately support all measures which
' he Economist, August 4, 1962, p. 444,

T
V. I. Lenin, Collected Works, Vol. 25, p. 359,
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tend to strengthen state-monopoly capilalism. They even
alle that state capitalism already is socialism, which 1is
pure demagogy since the domination of the bourgeoisie
conlinues. As 1bove, Lhe relation of the bourgeoisie
te-monopoly capitalisin is both contradictory and in
consistent, and changes depending on how stable or
unsiable their domination is at any given moment.

Should the proletariat adopt a positive allitude to all
siate-monopoly measures irrespective of their nature?

Of course nol! State-monopoly capitalism conlains a dia-
lectical contradiction: on the one hand it creates the ma-
terial and organisational precondilions for socialism; on
the other, it becomes responsible for a temporary strength-
ening of the capitalist system and the more intense ex-
ploitation of the prolelarial wilth the assistance of the slate.
For this reason the proletariat should support or oppose
state-monopoly measures, depending on their concrete
historical contenl.

We shall give two examples relating to the same hislorical
period, While the laws adopted in conneetion with President
Rocsevelt’s “New Deal” were aimed at saving American
imperialism {rom lhe cconomic breakdown lhrealening it
as a result of the crippling 1929-33 crisis, the social leg-
1 [ of the “New Deal”—freedom and recognition of
[rade unions, limitation of the working day, ele.—was un-
doubtedly in the interests of the American working class,
and since the prerequisites for the overthrow of bourgeois
rule had not yet matured in the U.S.A. it would have been

1 to oppose Roosevelt’s “New Deal”, and parlicularly
rio-polilical measures.

Quile a different situation developed in connection with
the state-monopoly measures taken by Iitler. Any support
of his measures would have been a belrayal of the pro-
letariat, and the support given them by the Right-wing
Social-Democrats and {rade union leaders cannot be
regarded in any other light.

In every concrete historical situation the altitude of the
proletariat to the state-monopoly measures ol any govern-
ment depends first and foremost on the maturity the pre-
conditions for the socialist revolution have attained. If
there is a struggle for power, it would be senseless to sup-
port any measures of the government tending to sirengthen
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the capitalist sysiem. But while there is no revolutionary
situation in a country and bourgeois rule is still stable, the
struggle to curb the arbitrary rule of monopoly r;w:ml,
and for democralic nationalisation of the key branches may
be a good method of mobilising the masses. ‘ ‘

Depending on concrete conditions, nationalisation has a

51i1}':-1‘1-||! significance for the bourgeoisie and for the pro
|!.'|:IE'i:I|. On principle, the bourgeoisie is against nationalisa
tion. As Lenin once said, the bourgeoisie favours the na-
tionalisalion of economic branches running at a loss. only,
of course, il they receive ample compensation for their na
tionalised assets. Under adverse polilical conditions, they
may c¢ven consent to the nalionalisation of [')I‘i'.llll:.ll)]‘l.‘
]n‘:nu.-ln-.-s_ but attempt to regain them as soon as political
condilions make this possible.
_ This can be seen [rom the nalionalisation carried out in
Britain when the Labour Party won the election imme
diately after the Second World War, and the subsequenl
denalionalisation in 1951 when Llhe Conservatives 1«-.-1:.‘1|'n~'-_-:|.
lo office.

\fter the Scecond World War, as after the First. the deep
dissalislaction of lhe British working class with the cap
italist system brought victory to the British Labour Parly.
Right-wing leaders of the Labour Party recomr '
tensive nalionalisation as a means ut I )
With the consenl of the bourge
lionalised many industries, pavii

ndded ex-

ifying the workers.

government na
g the ex-owners ample
compensalion.

The further fate of the nalionalised industries is a case

in point. 'he coal industry, which is in a state of permanent
erisis (and not in Britain alone).! is slate property to this

I Dala showi

1 Lhe development of the Brilish coal induslry

| 1938 ‘ 1951 (R
Coal ontput tmilktom tons) . .« « = v & = ‘ 223 104
Number of miners (thousands) faa 602
Coal outpul per miner/shift (tons). 1 3.0 3.2 4.0

(United Kingdom Annual Abstract of Statistics, 1961, pp. 135, 138.) The
m.lhsllll_'l' of miners decreased by 100,000 in ten vears, the labour pro-
ductivily rose by 25 per cent! i .
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day. The British bourgeoisic never demanded ils denation-
alisation. not even under the Conservative government. The
yays the

reason for this is not hard lo see. The government |

former mine owners compensation, and supplies capitalist
industry with coal at a loss which is covered by the tax-
payer.! The surplus value being crealed by the miners is
thus indirectly appropriated by the industrial bourgeoisie
as a whole. An identical state of affairs can be observed
in the railways.

Conversely, the profitable enterprises which were na-
tionalised by the Labour ;.-_:munm{m the steel-smelting
industry and motor transport—were denationalised by the
Tory governmenl on conditions lavour able to lhe monop-
olics. By the middle of 1962 only a small part remained
state properly.

Fundamentally, the proletariat favours the nationalisation
of monopoly-dominated branches. This is true bolh of the
Communisls, who see in nationalisation an important ma-
terial and organisational step on the road to soc ialism, and
also of non-Parly workers whose economic aims it
advances.

Even though the monopoly capilalist stale defends |
marily the interests of monopoly capital, there i s
difference in the conditions under which the
*,’-]L’ for wage increases in privale mono poly ll\\lel1
' and in state-owned enterprises. The
es threatens to cut the monopoly bour-
S The management of every enterprise is
direc LE\' and mrtte_ell : concerned with the outcome of the
struggle. In state-owned enterprises, the workers are op-
;'jt:R(-'fj by directors, Ministers, etc., who have no direct ma-
terial interest in the outcome of the struggle. Therefore
their resistance to the workers’ demands is usually less stiff
than that of the monopoly I_murgi_-nisi(-, Fascist countries,
however, are an exceplion to this rule. In the advanced
state-monopoly capitalist countries with a parliamentary
form of government, where factory and office workers con-
stitute the bulk of the electors, political motives also play

4 i\unrdlr'g to the United Kingdom Annual Abstract of Stalistics
(1961, pp. 256-57) state expenditure on the coal-mining industry from
1951 to 1961 exceeded income by £534,000,000, This sum probably does
not include all losses.




a major role. For tactical reasons the ruling party does
not want to alienate electors by an outright refusal to in-
crease the wages of factory and office work Important
are also the cold war policy and the existence of the world
Uist system, and, as mentioned above, the desire not
to alienate the workers by provocations which would induce
them lo lend a more willing ear to communist ideas.

I'he revolutionary proletariat fights for nationalisation
because this helps to enlist into the struggle against the
monopolies not only factory and office workers, but also
broad layers of the peasantry and the petty urban bour-
geoisie, who are similarly upplesscd by the monopolies,
Moreover, they realise that a democratic management of
the nationalised enterprises can alleviale the conditions of
the working people.

SUPRA-NATIONAL
STATE-MONOPOLY ORGANISATIONS

An important new phenomenon in the development of
stale-monopoly capitalism afler the Second World War is
the rapid growth of state-monopoly organisalions embrac-
ing several countries. Hundreds of such organisalions are
now in existence, g

Like all olher social phenomena, supra-national organ-

salions also had their pw]m'\w ors before the Second
\\n:u. War. A good exa ;n[n is the Bank for International
Setllements in Basle, which was originally set up to deal
with Germany’s reparations after the First World War.
Later it began to conduct transactions on an international
scale between central emission banks, all of which are
state or semi-state institutions. The Bank also functioned
during the Second World War, and, through its board meel-
ings enabled the monopolies of the warring countries to
arrange their common business (on international cartels,
trusls, paymentls, ete.) on neutral ground,

With the assistance and participation of the relevant
governments international cartels were formed and fune-
tioned even before the Second World War. There was a
serics of inter-state agreements on railway transit traffic,
postal and telegraph communications, But before the
Second World War they were the exception, now they have
become the rule.

.(_8

seneral, the causes and aims of stale-monopol;
sm on a supra-national scale differ but little ifrom

In
capita : on
those of state-monopely capitalism on a n:;l:-':u:mlhx{':a‘-.v. T'he
ever increasing concentration of production in giant enter-
prises makes the domestic market of a single r._-<_.=11:1-‘1‘}'.?_-.r-;,
narrow for the requirements of monopoly capital, a st
of affairs that has been aggravated by the disintegrat
of the world market following the Second World War, the
realion of arbitrary currency zones, the restriction of im-
ports, state control over the import and export of capital,
high duties, ete. Supra-nalional state capitalist measures
were intended to alleviate this situation. ' i

The aims of supra-national organisations are identical
to those of state-monopoly capitalism on a national scale
—the defence of the capitalist social system and the secur-
ing of high monopoly profits.

Both economic and military-political organisations serve
to defend the capitalist social system. The difference be-
lween them is negligible, for all supra-national econo mic
organisations have a political character. The International
Monetary Fund, for example, an economic sup 'q-n'aflx'n'lul__
organisat ion commanding many thousands of millions of
dellars first and foremost concerned with maintaining
the stability of the in iperialist countries’ currencies
their balance of payments shows a deficit. The Internat
Bank for Reconstruction and Development (and the
cial institutions associated wilh it) is expected to dire
development of the emerging countries in a way lalx-um'ub‘z:..-
to the monopoly capital of the imperialist powers,
ie., to p(rl‘psﬁ’lluat‘e their dependence on these powers.
To this day the United States has the final word in Ihf.}i[:
mq;-n';is;;'tlir_n‘ns since it owns the bulk of their n‘-al‘.ii;:i__

A number of agreements between countries and m';_:'::un_\'a-
lions (international agreemenls on wheat, collee, etc.)
aimed at preventing a drop in prices arising from .'h-_:
agrarian crisis of overproduclion :1l1'vv‘|1n;_{ ul;'n_mi‘ all
branches of agriculture, Their other aim is to render eco-
nomic L;uppﬂr[ to well-to-do farmers who are staunch
defenders of p“nﬂlp property. _ :

So far only the first shoots of supra-national state-

monopoly organisations have sprung up in the sphere of

production. These are the powerful coal and steel com-
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munity of six West European countries (E.C.S.C.).! and

" ] ra e S 1 a
Euratom. But their number will undoubtedlv increase. The

closer _l'”fl]r'.kl‘l'r}{'t‘ of the monopolies of different capitalist
countries that is being achieved through mutual capital
mvestments paves the road for this de'\;elcqmlunt. I

. f\n_lti]f picture can be gained of the intertwining of cap-
ital since statistical methods in the separate L-.z:.unﬁ'im vary
vuln.xr.!{~1~:1hl_\'. The piclure is also distorted by the constant
migration of short-term capital—bank deposilx, funds used
for gambling on the stock exchange, etc. : .

_ The following example illustrates this interlinking of cap-
tl;':_l, ,\r{-m‘nli_ng' to the Department of Trade, U.S. lt‘).ll.”-l{“l'ﬂl
private capital investments abroad in 1961 &111{';1m?(-c| to
$49,000 million, foreign long-term private capital invest-
ments in the Uniled States to $21.000 million. \

According lo data issued by the Federal Statistics Board
at the end of 1960, 261 foreign shareholders owned 3.’-5-‘”-1‘
cenl of Illw share capital in 2,537 West German i{_ﬁlll—shiu‘l{
companies, accounting for 17 per cent of the total share
capital in the counltry. British shareholders held 932 I;li]
h.‘.’n, Dutch—422 million, French—215 million marks’ :mrth
of stock. This does nol include the capital of the branches
oI American, British, Belgian and other firms i'n \‘-{w\'.r
Germany whose capital is unknown. .

At the beginning of 1961 the privale foreign capital in-
\_E-_:linvnix of West German companies accounted for
2,790 million marks, of which 963 million were i'-l\."“'."f-"l
in Western Europe. F; R
_j.\;':‘li]'il.lll_s;' to data issued by the industrial association
IRI. at the close of 1960 long-term foreign capital invest
.1I111-:1t\' in Ilaly exceeded $3.000 milli\".an"' If:)iia‘m t'.=1‘1£!"=l
mvestments abroad—%2,000 million. s 0
1 iHIl_{-r links include participation in international institu
tions (the International Monetary Fund, the World I’%I-ml'l
Ihf-_ exchange of patents and licences. ctr:,1 Ll i

‘Hur.lnu matler how important this mutual coalescence
ol capilal, its significance should not be ex{'z.r;'rrra'rrm;n’. for
now, as before, nalional monopoly ecapital {_101‘_1(1111.1.['-5. 1.U.f}l'

According lo the [1.C.S.C. new capital investmenfs in the coul-

i!JiIIlE]_‘L{ and slecl-smel '.-5 i sfripe LA 3y = &
{051, nelling indusiries comprised $1.500 million in
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the decisive factor in the economy and policy ol every
highly developed counlry.

Supra-national organisalions, such as NATO, CENTO,
etc.. serve to defend the capitalist system both militarily and
politically. They differ from military political unions, typ
ical of the former period, by a more rigid organisation,
including the joint command over a part of the armed
forces, the deployment of NATO forces in foreign coun-
tries, especially in those bordering on the socialisl countries,
joint manoeuvres, standardisation of part of the arma
menls, ete. They are also more long lived than those ol
former periods. In spite of constanl internal crises,! NATO
and the other military-political unions of the highly de
veloped capitalist countries will probably conlinue to [unc-
lion in one form or another as a means of struggling against
the socialist countries right up to the final collapse of
capitalism.

The Common Market is a new and important phenom-
enon in  the development of supra-national state-
monopoly capitalism. However, since il has been widely dis-
cussed by the Soviel press and literature, a delailed study
of this question is unnecessary.

Although the Common Market is something new, In
many respects it is a return lo the conditions that exisled
belore the Firsl World War. Tt is an attempl to overcome
the dividedness of the world market by uniting the markets
of six counlries: to re-establish equal conditions lor com

pelition through the universal application ol the mosl fa-
voured nation principle in lrade agreements, 1o ensure the
free flow of capital and the slability of the gold content
of the currencies of most capilalist countries, ele. Equal
conditions for competition are to be promoted through the
mutual abolition of duties. These measures serve primarily
(he interests of the big monopolies.? At the same time the

| The main reason [or the discord within NATO is the U.S. nuelear
monopoly, giving America the decisive say in problems of war and

sace, In spite of the pressure exerled on the [1.S.A, by ils NATO part-
s il refuses to relinguish this monopoly.

I'his is clearly illusiraied by the inlernal struggle in Britain over

the question of her entry into the Common Markel. Monopoly capital

favours this entry; landowners, farmers and the bulk of the workers

frown upon it.




Market is an attemp! on the part of the W
i'_'l""",:':lflli imperialisl powers to l';'{i.\l_';lll.lg.'] their
| 3 I

follaowine thoe itical L £1 i | .
lollowing the political liberation of the colonial co

to enable them to conduct a Vigorous policy of neocolo

to compele with the United States.

teally, the Common Markef is a desperate attem

lo re

resolve imperialism’s inevitable internal contradictions
and to oppose the socialist world system by a single im-
perialist front, or at least by an apparent unity. All im
pzllz._]hx[ statesmen-—de Gaulle. lallstein, Churchill. ete
admit that in the creation of the Common Market political
aims outweigh the economie.!

}I'“I. h 3 G 1lien O . -- T 14n p + ]
o .,\‘J :nar pn‘!hht;ﬂ reasons the United Slates supported
\n  union o the Wesl European countries in lhe Common
Market and exerled pressure on Britain to join the E.L.C
even though Lhis union would accelerate lhe waning of 1.8
economic and polilical influence. ]

I'he Common Market member-countries are trying to
vy el » r H - : = 2 % )
conduct an independent economic policy vis-d-vis the

United States. The following episode is a case

E'J'lr.lF-r pressure from intercsted monope
Aennedy declared in May 1962 that duties on o
carpels would be raised. Belgian glass exporls to the US.A
were the hardest hit. In reply, the Common Market coun-
tries raised the duty on a number of synthelic fibres '=.11rE
iterials made from them from 20 to 40 per cent? as r“
July 17, 1962. T e L R 1A

lag

T_'Hu- .f:nn:rnnn Market is a house divided against itself
West f:r-rm:_m_\ and France have still been unable to fix
common prices on agricultural products. The Italian in
lt]r_tu.-"r'r:rlwl.-; are selling France refrigerators at a price -'rhw‘
1s 25 per cent lower than their price on the I":'trm.-h' :’r\-m-.\r‘h:
market—in the first half of 1983 alone they .t;(;_F;-?‘ I'i.'.-m:“c"
140.000 refrigerators. In reply the French Government is-
sued orders stating thal refrigerators im;‘:nrh_rr[.i'm;:ﬂ

[taly

During his visit | Tesler Surope i
Dutait b e 2 Weslern l’;nrn;:tl in the summer of 1062
A A oW er _\.H_'l at a press conference in London that {he
ommon \:u_.\e-ll Wias an important question that should he regarded
ae 1ot £ 1tha Trp FOT H £ : : i
18 tnion of the free world acainst essive communist imperial

s Ley, against the socialist community.
Tin June .
lthe Common M;

7 1080 Mla e T, "
6 1, 1962, I'he squabble between the U.S A. and

rket broke oul in 1963,

could be sold only with special permission from the Ministes
for Industry.

At the Congress of the West German Pig Iron and Steel
Union held in Diisseldorf in June 1963, complaints were
voiced about the loss inflicted by the Common Mar
the West German iron and steel industry. Zol, the Chairman
of the Union, said in his report that “while other large steel
producing counlries enjoy stable prices on the domestic
market, protected by dulties and taxes, the West German
sleel market has become an export field for all countri
Owing to lhe devaluation of the French franc by almost
30 per cent, French steel became in 1957-58 cheaper than
domestic steel. Besides, the blocking of stecl prices by the
French Government has widened the price gap lo the
detriment of West Germany. Belgian and Luxemburg iron
and steel works are exerting a strong pressurc on the West
German market price’! The Congress noted that the re-
serves created by high domestic prices had made the Bel-
gians particularly successful in expanding Lheir position in
the Common Market.

Political contradictions are no less acule. De Gaulle
blocked Brilain’s entry into the Common Market on political
>d Britain the instrument of
ern Europe; while Belgium and

grounds, because he consic
American influence in Wes
the Netherlands were for Britain’s enfry on politi
grounds, believing that it would offset the threat of West
Germany’s polilical domination in Western Europe.

Even politicians in the same country hold conlradictory
views on the lines along which the Common Market should

develop. Hallstein is trving to steer a course of close eco-

nomic union between the Six and advocates a
common economic policy. De Gaulle and Erhard on the
other hand were strictly against this course. At a meeting
of the Ministers and Ambassadors of the Six, Erhard said
thal he strove not for a centralised European state but for
FEuropean federation in which different countries and peo-
ples could live their own lives according to their ideals, al-
though the economic integration of the Six was achieved
through political decisions, he continued, the striving for
centralisalion in economic policies should not predeter
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mine ]-,u,--:alu-.\ future political siructure. Erhard specifically
warned againslt accepting '

national economic policies of the member-countries.

Inter-imperialist conlradictions cannot be resolved. U.S.

monopoly capital is rapidly setting up branches of industrial
enterprises in Western Europe so as not to be excluded
from the domestic market of the united countries. The
more countries join the Common Markel. the more diverse
will become ils inlernal conlradiclions.

| he Programme of the C.P.S.U. says:

“The (IJ tlectics of state-monopoly capitalism is such that
inslead of shoring up the capitalist system, as the bour-

geoisie {\lll{l‘» it aggravales the contradictions of

capitalism and undermines its foundatlions.’'1

The Road to Communism. Moscow, p. 472

. _ the recommendation of the
Common Market Cominission advocating a fusion of the

THE PROBLEM
OF INTER-IMPERIALIST
CONTRADICTIONS AND WAR

In the autimn of 1951, when the draft of the textbook
on political economy was being discussed, the following
question was raised: does Lenin's theory on the inevita-
bilily of wars beiween imperialist conuntries apply in modern
conditions, when the world is splil inlo lwo camps—the so-
cialist and the capitalist—when the cold war is al its height
and there is an ever present threat of thermonuclear
extinction?

The pd‘.f ipants were almost unanimous in lhe opinion
that Lenin’s theory was also correct in modern conditions.

I ike all other conlroversial issues, this question was re-
d to Stalin, the chief arbiter of the conference, whose
answer was categorically affirmative. Stalin said that those
who were denying the inevilabilily of wars between im-
perialist countries saw only the external phenomena and
failed lo see the abysmal forces which, operating almost
unnoliceably, would decide the course of future evenls.

T'welve years have passed—a long time il we consider
how rapidly events develop nowadays—and there is less
likelihood of a war between the imperialist powers today
than there was in 1951,

There are dogmatists who reiterate thal inter-imperialist
wars are unavoidable even today. But they are wrong be-
cause Lhey disregard the profound changes thal have taken
place in the world since the time when this theory was
formmulated.

The 20th Congress of the C.P.S.,U. has put an end to this
misguided view on lhe falal inevitability of wars. The re-




rise to wars will also

ved, ains ;'_'1

}.'.v t'lr_ reatest vigilance

Jut war is not fatalisti cally inevitable 1
I'he problem could be conside

is why it is necessary to disp

,.

: And vet ther
denia trae inevitability of
ar s between f the imperialist and so
cialist camps and that it does not apply to inter-imperialist
wars, even under modern conditions. Some dogmatists there
fore continue to reiterate the erroneous arguniemn advanced
by Stalin. For this reason we consider it necessary to take
a closer look at Stalin's reasoning, i

Stalin admilted that the theorc[.it.‘al contradictions be
lween capilalism and socialism are stronger than those be-
tween the capitalist countries. He pointed out that this had
‘}}er?n true even before the Second World War, and that,
in spile of it, when Ilitler attacked the Soviet Union. the
Anglo-Iranco-American bloc “not only failed to join forces
with nazi Germany, but. on the contrary, had to enter inlo
a coalition wilh the U.S.S.R. against nazi Germanv.”

This argume 1'1 lacks what according lo Lenin “consti
the very gist, the living soul, of Marxism

'

ha
at the

those who think t
wars refers only to war

iiles

a concrete analy-
sis rH«’IrrJ werele sttuation™ .: '
Both before and during the Second World War the Soviet
‘nion was the only socialist couniryv. A large proportion
¢ bourgeois \\'nrll was \."l"l"l\:n\'. that the victory of
socialism in Russia had been tal”—a result of the
absence of democracy under tsaris ey considered so-
cialism in the Soviet Union a tra historical phenom-
enon which would ecrumble under impact of an
external blow or domestic difficulties.

Today there exists a powerful socialist world system. The
capitalists are now particularly afraid that some of the
countries which have thrown off the imperialist yvoke are
embarking on the socialist road of dmu‘ni;rmnl ‘..r,,| that
socialism is spreading even without war. Todavy nobody in
the capitalist world considers socialism in the Soviel Union

!3nt.‘:r1|'.'r1!'f'rjjl.\' of the 20th Congress of the C.P.S.17.
p. 11 fitalics mine.—Y. V.).
\ I. Lenin, Collected Works, Vol. 31 p. 166

)

Moscow. 1956

who declare that it can spread only
few and far between. Capilalist die-
it that socialism can emerde in under-
es but not in the rich advanced capitalist

hards now ad
developed couniri
countries.
It goes without saying that the prevailing historical situa-
tion today differs radicall ly from that which obtained
the eve of the Second World War. Socialism has become
the decisive factor in world historical development. This
does not imply that the socialist world is able to dictate to
the capitalist world, but it does mean that prior lo laking
important foreign or even domestic policy measures every
imperialist country must carefully balance the eflects of
these measures on the relations belween socialism and cap-
italism, This makes the present historical situation dif-
feren! from lhal before and during the Second World War,
Under modern historical conditions the argument that
despite the contradictions between socialism and capitalism
the Anglo-Franco-American bloc had to enter into a coali-
lion wilh the Soviet Union against nazi Germany, becomes
invalid. The coalition with the Soviet Union was formed
not before but after the outbreak of the inter-imperialist
war. The behaviour of the Brilish and French military mis-
sions in Moscow in 1939 proved beyond doubl thal before
ea

its outbr k British imperialism had no serious intention
to conclude military alliance with the U.S.S.R. The
\\'(w!;-i‘n nnnr-rialifa entered into an alliance with the
U.S.S.R. u‘:l\ ﬂttﬂi Hitler had attacked them, had smashed
the French Army and occupied nearly the whole of Western
Europe, was hu‘ catening o carry the war into Brilish ter-
ritory and to become the dictator of the whole of Europe.
They formed this coalition with ”Ii' '*%m'i{-t Union not to
defend the latter, but in the hope that they would succeed
in weakening both Hitler and the U.S .\ R.1 It was also for
this reason thm they delayed the opening of the second
l'mm The memoirs of Churchill and of other Western po-
litical leaders relate how they tried to prevent the entry
of Soviet troops into Central Europe. In any case it would
be wrong to use the events that unfolded in Lhe concrete

uman openly demanded thal a policy aimed al weakening
nd the U.S.S.R. be eonducted.

both ii-“mm-
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condilions of the Second World War to assess an entirely
difTerent historical situation.

The present historical situation also differs from all other
stages of the imperialist epoch in the following respect:
formerly there have always been opposing coalitions of im-
perialist powers. Before the First World War there was
the Triple Alliance and the Franco-Russian Entente. Before
the Second World War there was the Rume-Bv:“!m-'l't:ii_\'n
Axis and the British-French-American group. Now under
the impact of socialism’s rapid advance all Western im-
perialist powers, in spite of the sharp differences between
them, form a single military bloc—the North Atlantic Treaty
Organisation. This is a radical change as compared with
the siluation prevailing before the Second World War. Now
\merican, British and French troops are stationed on
West German lerrilory; West German troops are holding
manoeuvres; there are joint manoeuvres on land, sea and
in the air; and all weapons, excepl thermonuclear onces, are
being gradually standardised.

NATO is nol a slable military alliance, For all we know
it may collapse when faced b.\' a serious mililary lest, as
did the Triple Alliance before the First World War. NATO
is shaken by one crisis aller the other. But these crises are
resolved by negotiations and compromises. The Common
Markel and the plan for an “integration™ of Western Europe
are aimed at creating an organisalion that will smooth out
and eventually solve the economic and political coniradic
tions between lhe continental imperialist powers, ;I.Jli will
enable them to resist the U.S.A’s attempts at world domina
lion. Stalin’s asserlion that the contradictions between the
large NATO member-countries will inevilably lead to
military conflict is unscientific. '

'I'ra avoid ambiguity lef us repeat—the existence of NATO,
the Common Market and other imperialist alliances, does
nol l'['.*;l[|| in a political stabilisation of capitalism. Lel us
remember the events thal shook the capitalist world in
1962; the war in Algeria; the terrorist actions of the OAS

Algeria and France; the political crisis in France; the
crisis of the Adenauer regime in West Germany; the war
between the Yemen and the U.A.R. on the one hand, and
Saudi Arabia and Jordan on the other; the war in the
Congo, which in reality was a war against the people of
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the Congo., and at the same time a war under the U.N.
flag against Britain and Belgium, who supported Tshombe
and defended the interests of the Union Miniére de Haut
Katanga: the crisis in Rhodesia; the war between Portugal
and its African eolony of Angola; the smouldering civil war
in South Africa; the semi-war between India and Pakistan;
the uprisings and military coups in the Lalin American
countries; the “war” on L_\ prus in the beginning ol 1964:
the “confrontation” between Malasia and Indonesia; the
conflict between Panama and the U.S.A. and that between
Somalia and Ethiopia. Let us also remember that for many
vears now the South Vietnamese have foughl lhe aggression
of the U.S.A. and ils puppets.

There is no political slabilisation of capitalism. Bul this
does not mean that inter-imperialist wars are incvitable.

The historic events of the past twelve years have refuted
the concept on which Stalin built his theory on the inev-
itability ol inter-imperialist wars. His conception was based
on the view that economically the U.,S.A. will always have
the edze over Brilain, France, Wesl Germany and Japan
and thal “to think that these countries will not try to gel
on their feet again, will not try to smash the U.S. ‘regime’
and force their way to independent devclopment, is to
believe in miracles” !

But Stalin completely forgol Lenin’s law of uneven
development under imperialism. The defeated imperialist
powers needed no war to free themselves from US. eco
nomic domination. The uneven development removed this
domination by peaceful means. The economy of West
Germany. France, Italy and Japan developed rapidly, that
of the U.S.A. l’kuged behind: the share of the U.S. in world
industrial output dropped to 40 per cent, its share in foreign
trade [:_u'm".\'.'n' fell even more substantially; il lost about
a third of its gold reserves, which by the end of 1962 were
smaller than they had bf‘(’] before the Second World War,
The chronic deficit in U.S. balance of payments due to far
too extensive foreign (,k]](‘r]filllli'{_'. on the defence of the
capiltalist world created a constant danger to the stability
of the dollar. The U.S.A. had to ask Wesl Germany, France

n. Feonomic Problems of Socialism in the U.S.S8.R., Moscow,




and Italy to help it maintain the sta

debts ahead of time, to buy more armaments in the L

and to assume a larger sl

in the war expenditure of

the capitalist world, etc.

as it did in the initial post-war period. It is compelled lo
ask ils Western allies for financial help lo maintain the
stability of the dollar. And all this has come about withoul
a war. With the creation of the Common Market the posi-
tion of the continental imperialist powers has grown even
stronger.

The olher imperialist powers have no need lo war with
the U.S.A, lo further their economic development, in facl,
they are as yet unable to wage such a war.

The supremacy in this ficld enjoyed by the US.A. in
the capitalist camp will be difficult to overcome, not only
because of its strategic superiority but also for purely eco-
nomic reasons, In lhe 1962/63 fiseal year the US.A. ear-
marked some 60,000 million dollars for military require-
ments (we are including in this sum also expenditure on
atomic cnergy, on military aid to various countries, ete.).
In 1960 the aggregate national income of the principal West
European countries was 179,000 million dollars, of which
West Germany accounted for 54.000, France for 44.000.
Italy for 25,000 and Britain for 56,000 million dollars.!

I'hese figures are not accurate. But thev do show that
neither West Germany nor France could on their own
compete with the U.S.A. in the field of armaments. Even
if all four powers united their forces against the U.SA.,
they would have to spend about one-third of their na-
tional incomes on armaments even during times of peace,
and for internal political reasons this is hardly possible.

£ & ®

When the problem was discussed in 1951 our main argu-
ment against the inevitability of a new inter-imperialist
war was that the statesmen of the imperialist powers had

L Statistical Yearbook of the United Nations, 1961, p. 486 (recaleu
lated into dollars according to the official rate of exch
'<H.‘.1'.'I'H':I.

ange by the

bility of the dollar, not
lo exchange their dollar reserves for gold, to pay their

A.

ILhe US.A. can no longer dictale in the economic field,

learnt a lesson [rom history. The Firstl World War resulled
n the destruction of the bourgeois and landowner rule in

cond overthrew capitalism in Central and
Southeastern Eureope, China and North Korea. The slales-
men of the imperialist powers must realise that a third
world war would have fatal consequences for the capitalist
system as a whole.

Slalin refuted this argument too. He wrote that “*war with
the U.S.S.R., as a socialist land, is more dangerous to cap
italism than war between capitalist countries; for whereas
war between capitalist countries puts in question only Lhe
supremacy of certain capitalist counlries over others, war
wilh the U.5.5.R. must cerlainly pul in question the exist-
ence of capitalism ilself” .1

We consider Stalin’s theory on inler-imperialist war in-
correcl. It does not take into account the facl lhal defeat
in a large-scale modern war (even if il is waged between
the eapitalist countries) will also endanger the further
existence of capitalism, especially in the defealed coun-
tries. Any defeal in war discredits the ruling class, its
governmenl and social system, deslroys discipline in the
v, which in the imperialist countrics, in addition lo
prolessional officers, consists in the main of factory and
office workers, i.c., of people who are not objectively in-
terested in the existence of the capitalist system,” and un-
es both within and withoul the army that
result in the overthrow of bourgeois rule. The events of
20th century show thal the overthrow of the capilalist
syslem in developed countries—in Russia, Hungary, etc.
followed in the wake of a military defeat of the bour
geoisie of those counlries.

One must not overlook the possibililty that the armies of
the victorious imperialist countries might complelely oc
cupy the vanquished countries in order to defend the cap
italist system there. The U.S, and British armies disarmed

—

(

arm

leashes class fo

L), Stalin, Economic Preblems of Soctalism in the USSR,
pp. 39-41.

“ In Ilaly and France the Communist Parties regularly poll 25 per
of all votes. The share ol Communists in the army is probably

Ccent

even the anti-communist parties gain many votes from
among Id people, and (he ruling classes, who do not serve in
the army.
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the partisans in France and Ilaly in 1944 purely lo defend
capilalism. But in the unlikely event of a large inter-im-
perialist war not involving the socialist world, the historical
situation would be different from that in 1944. As a result
of such a war the imperialist world as a whole would be
considerably weakened, while the socialist world would
gain strength. This would enable the socialist world easily
to fulfil its internationalist duty and to defend those nations
endeavouring to throw off the capitalist yoke.

It is equally obvious that a third world war between the
imperialist countries—the socialist world remaining neutral

would be no less dangerous for the capitalist system than
a war between capitalism and socialism.

We thercfore consider that cven though there are eco-
nomic reasons for inter-imperialist wars, and even though
the struggle for raw material sources and markets, and for
the export of capital is no less acule between the im
perialists today than it was before the Second World War,
bourgeois slatesmen have learnt a lesson from lhe First
and Second World Wars, which robbed capitalism of ils
power over one-third of the world’s population, and that
they therefore sce the dangers entailed lo their class in a
list war. This alone will stop them from
allowing a new war to come to a head.

The likelihood of a large inter-imperialist war is also
lessened by the facl that not only have the class and eco
nomic risks resulting from such a war become much greater,
bul the chances of monopoly capital winning have become
much smaller. The only advantage it stands
imerease in war orders.

inter-imperialist wars were waged in the past either to
gain colonies or recarve them, cspc,amnﬂ about the Firsl
World War Lenin said that “the fate of the colonies outside
of Europe is being decided on the battlefields of Europe”
In spite of all the talk aboul a “new order in Europe” and
“Asia for the Asians”, Germany and Japan waged the
Second World War to subjugate the European and Asian
countries, and Lo exploit them as eolonies.

[n modern conditions it is extremely unlikely that an im
perialist country will unleash a war against another country

to seize colonies. We saw the disintegraiion of the colonial

system of imperialism afler the ‘-u’ml World War, Only

new inler-imperi

to gain is an

co

a few remnants remain of the former large colonial empires.
and their future is in no deubt. Monopoly capital has learned
to exploit the ex-colonies, which have remained bourgeois,
by neo-c l'-l.-'[!-ll‘ll\ methods, without dominating them
pol litic ‘ill

Tec

10logical progress in general, and that of weapons
and equipment in particular, is very important in our time.
Military equipment now becomes obsolete in a year or kwo.
Somelimes a new weapon becomes obsolele even l_n)l:@]‘;_x it
is produced. This happened Lo the British ‘.IIl‘!'I]H:.IJIIII'I{I.‘{l.I‘
weapon Blue Streak, for the development of \‘.-'hl‘-.ril
Brilain spent several hundred million pounds, but which
had to be scra ppul because it had become obsolete even
hefore it could be produced.

This means that the big monopoly
ing steadily increasing war orders wilhout a war. It is
cOmMmon knowledge tlml from 1950 on the war budgets of
all imperialist countries increased wilh every |}:-t_k.-in;g .\_'elall'.
From this pmut ol view too monopoly capital, \\'lllu'n
determines Lhe toreign policy of the imperialist countries,

o

capitalists are obtain-

does not want war. ¢

\[ the same time the ruling classes in lhe imperialist
realise all too well Lhat the Seco mi World War
a substantial decrease in lhe national .'.'rr'rfr'h'c of the
ng couniries. Even in the U.S.A., whose lerritory was
ulmu..rh =d by war, the '-]E:L:'Il"_,:llf’ volume of private p :Hpt"{‘t}'
decreased as a result of the Second World War!; the sum
total of state };1‘{1'1\1h mclemui but very little. .‘_é.rz:‘r'u:- big
monopolies, the principal suppliers of war materials, {{nd
some speculators "'id get rich on the war, but the ruling
classes of Britain, France, West Germany, [taly and Japan
undoubtedly d}.g;il‘w:_l_ considerable losses. Wars for the
purpose of enrichment have become senseless.

We shall not attempt to guess what weapons would be
used in an inter-imperialist war, if it were to break
out. With the crazy tempo at which war equipment is devel-
oping these days, this cannot be foreseen, Much rir'iu-l{(i.\'
also on whether it will involve the U.S.A. with its powerful
thermonuclear arsenal. Bul lhere is no doubt that even if

1 Simon Kun
and Financing, F

Capital in the American Economy. s Formation
it-:E il T"-I.: raily Press, 1961,
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the U.5.A. did not participate, it woulc
than the Second World War. We

> more deslructlive
» changed. Many

OIS |

countries have a certain stock of tactical thermonuclear

weapons, bombers are more powerful, incendiary bombs
more ellective, lanks are larg

_ rifles betler, ete. The losses
of the warring counlries and the destruction wrought would
undoubtedly be much larger than during the last war.

Scientists throughout the world, broad circles of the intel
ligentsia and people in general, irrespective ol what class
they belong to, are becoming more and more aware of the
lfatal consequences of a thermonuclear war. Even the very
rich will be unable to avoid its consequences, for war, like
cancer, does nol distinguish the rich from the poor. This
awareness of a common danger is a powerlul deterrent
agamst war.

Let us now summarise whal has been said above: impe
rialist contradiclions exist and therefore the danger of inter-
imperialist wars cannot be dismissed. However it is extre
mely unlikely thal a third world war will be sparked off.
No single counlry has anything to gain from such a war.
.['111- havoe wrought would LlIldt‘_‘!LliJit“.{]-i}‘ be even greater than
il was during the Second World War; the downfall of capi
talism in the defeated countries is almost inevitable and the
consequences ol a thermonuclear war would be [atal to
humanity. The possibility of a new inter-imperialist war is
not excluded. Bul as long as the decision of war or peace
is not lefl to the discretion of a madman like Ilitler, but to
bourgeois statesmen aware of the threat such a war involves

for the capitalist system, it will not come to pass.

TIE PROBLEM OF THE BOURGEOISIE'S ROLE
IN THE NATIONAL LIBERATION STRUGGLE
OF THE COLONIAL PEOPLES

For a long time the bourgeoisie’s role in the national libe-
ralion struggle of the colonial peoples was interpreled as
[ollows:

a) the colonial bourgeo is reaclionary; it participates
in Lhe liberation movement only under pressure by the
masses. It allempts to assume the leadership in the move-
ment to keep it within the framework of the existing social
system;

b) it is always ready lo compromise with the imperialisl
bourgeoisie al the expense of the working people in its own

counlry;

¢) the nalional liberalion struggle of the colonial peoples
can be victorious only if it is headed by the working class
led by the Communist Party.

The views expressed in the first and second statements are
only relatively correct. insofar as practice has shown that
in some historical conditions the bourgeoisie struggles on iis
own initiative against imperialism, while in others it com-
promises with the latler. But developments over the past
decade have demonstrated that the idea expressed in the
third statement is wrong.

Since lhe Second World War more Lhan [ifly colonial and
semi-colonial countries have won political independence
from the imperialists. Only in four of them-—China, North
Vielnam, North Korea and Cuba--has the proletarial been
in the vanguard of the national liberation struggle, in all
olhers—India, Pakistan, Burma, Indonesia, Ceylon, Egypt.
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the Sudan. etec.—the movement was hea

led not by the pro
letariat bul by the bourgeoisie. In the case of the Sudan and
Ghana it was headed not by the bou
was no national bourgeoisie, or harc

Iy any, but by other
layers of the population, notably the intelligentsia.!

I'he fate of the country depends to a large extent on whal
class leads the people to victory in the liberation stru

i.e., whether it is the prolelariat and the Communist Party

or the bourgeoisie and its parties. In the event of the former
the anli-imperialist revolulion achieves the objectives of a
bourgeois-democralic revolution {destroys the feudal system,
carries oul radical Tand reforms) and launches immediate
socialist construction.

In the event of the latter, the new government takes steps
to more o1 less eliminate the feudal system, but refuses to
carry out land reforms? or take sleps lo change the country’s
existing social system. This, however, does not alter the facl
that in some counltrics the struggle for polilical independ
ence has been waged under the leadership of non
proletarian classes. This happened in Turkey. Facis do nol
endorse the theory thal the anti-imperialist struggle lor
liberation can be won only under the leadership of the

working class and the Communist Party.

'be Second and Sixth congresses of lhe Cominlern
advanced the erroneous theory that the bourgeoisie in colo
nies and dependent countries is always reactionary and Lhat

the national liberation struggle cannot be victorious under

its leadership. This theory was formulated under the impacl
of the betrayal of the Chinese liberation movement by the
Kuomintang and il was believed that the bourgeoisie in all
colonies would act similarly.

In submitling his draft resolution to the Second Congress
for discussion, Lenin suggested that it should contain only

L The view thal the liberation of the colonies is possible only under
the leadership of the proletariat and the Communist Parly had (
such firm roots in our counlry that eve er India became a dominion

one often heard assertions thal

ially
in India and t} e remained a British colony

“In Indonesian the peasanis shll turn 50 per cent of (he harvesl
over o Lhe landowners

nothing had changed”
tn] {a]

sl

Bé

oisie, because there

a slaiement to the effect that Communists are obliged to
support all bourgeois-democralic movements in the 1'|_I:I|J!.rif-'~'~.
He stressed that the national movement in the colonies was
bound to be of a bourgeois-democratic nature, since peas
ants accounted for the bulk of the population in the less
advanced countries. At the insistence of a number of dele
agates. who asserted that the bourgeoisie in the colonial and
imperialist countries had already allied against the revolu-
tionary movement in the colonies, Lenin agreed that the
words “hourgeois-democratic” be replaced by “national
revolutionary”.! Lenin agreed to this more “radical” word-
ing because the principal aim of the debales and Lhe reso-
lution was to convince representatives of the Communist
darlies from imperialist countries, who al that lime were
oreatly influenced by the bourgeois and .‘im‘i:li-[_)<:1'11r_)_i:.1‘aiu:
views that the colonialists had an “educational” mission as
regards the “backward” peoples, that they were nblig‘er_i_' to
assist the anti-imperialist movement in the colonics being
oppressed by “their” bourgeoisie. If Lenin had 1'E'fusvdl to
aoree lo these “leftist” changes, the anti-colonial resolution
would not have received a majority vole.

The Sixth Congress of the Comintern, too, was strongly
inlluenced by the Kuominiang betrayal and a wrong apprais-
al of the Indian “non-co-operation and non-violence”
movement. which did not fail to find its reflection in the
-ess resolution on the colonial question. As a result the
of the nalional bourgeoisie to compromise with
the imperialists was overemphasised, and the movement
headed by them was styled “national reformist”.

Post-war events showed that in contemporary historical
conditions characterised by a general weakening of the
imperialist positions and the formation of a world snt'inli.‘jl
system, which is advancing al a more rapid pace than capi-
talism, the bourgeoisie in the colonies and dependent coun

I Graziadei, the delegate ol the Italian Communist Parly, did not
vole for the resolution but proposed a number of obviously reformist

changes
are obli
“show an active interes! in”; Serr: _
4 “leflis!” molive —that Communists should not help any bourgeois

(Vioroi kongress Kominterna [Second Congress of the Com-
s. ed., 1934, pp. 98-161, 190-96.)

suggesting, for example, that the statement that “Communists
to help the anti-imperialist movement” be replaced by
i also refused to vote for it giving

movement. |
intern), Parlizdal, Ry




tries is often both willing and able to lead lional
liberation movement to victory.

Naturally, when victory is won in the liberation struggle
under bourgeois leadership, the initial result is the establish
ment of political sovereignty, and no more. Genuine eco
nomic independence {rom imperialism can be achieved only
along the non-capitalist road of development.

The forms taken by the liberation movement since the
Second World War have been so multifarious and have so
often changed even within a single country, that it is impos
sible to give a precise formula that would embrace them all.

# i &

In Lhe colonial and semi-colonial counlries the bourgeoisie
has a dual nature. Like the bourgeoisie of the imperialisl
countries it is interested in defending the capilalist system;
and in this respect plays a reactionary role. But its specific
colonial intereslts clash with those of the imperialist
bourgeoisie and therefore it is willing to head the struggle
of the working people in those countries againsl imperial
ism and in this context plays a historically progressive
role.

The political vacillations of the colonial bourgeois

spring from this duality. While in general it opposes
rialism, it may under specific conditions strike a bargain with
it. But the events of the post-war years .1rm that such

compromises are only femporary &-ul that the bourgeoisie
soon continues its struggle for full political independence.
The world socialist system (a major plac in which is
held by former colonial and semi-colonial countries) is of
overriding importance to the national liberation movement
in the colonies. The colonial peoples, including the bourgeoi
sie, are proud of the victory the former colonies haye won
over imperialism and of their economic successes. The
example of former colonial counlries, now equal nations
in the socialist community, gives them faith in their future.
The colonial peoples are well disposed to these countries.
The equalily being enjoyed by the peoples formerly
oppressed by tsarism creates a bond of sympathy thal
unites oppressed peoples throughout the world with the
peoples of lhe Soviet Union, The very existence of the

svstem strengthens Lhe positions of the
in their struggle against imperialism.

nd newly free countries are interested in
g e and their gains against imperialist attacks
and this common inlerest cements their friendship. All
former colonies (except Pakistan, Turkey and a few other
surgeoisie leading them, have refused
ary blocs with the imperialists and are

world socialist
colonial peoples

counlries), and the I

to participale in 1 t
plaving an important and progressive role in the world
today. The existence of the world socialist system streng-
lhens the progressive and weakens the reactionary role of
the colonial bourgeoisie. Bul the richest sections of the
colonial bourgeoisie are economically linked with capilalists
in Lhe imperialist countries and for this reason are becoming
more and more reactionary. This can be seen from develop
ments in India and Irag.

An analysis of the bourgeoisie’s role in the national liber-
ation ~h~ns{gm of individual countries would invelve exlen-
sive research, firstly, because of the bourgeoisic’s dual
naturc, and .':econdfjx. because it is not homogeneous.

This is no less true of the bourgeoisie in the imperialist
countries. In addilion to the monopoly bourgeoisie there
is a non-monopoly bourgeoisie, a rural bourgeoisie, and

But the policy of the bourgeoisie as a whole and hence
that of the imperialist state is determined by the monopoly
bourgeoisie, by the finance oligarchy. There is no unity in
the ranks of the monopely bourgeoisic—various groupings
controlling different branches of economy constantly slrug
le amongst themselves. But as regards ils social and eco-
nomic role, the monopoly bourgeoisie of the imperialist
countries acts in concert.

This is not true of the bourgeoisie in the colonies and
semi-colonies. It also consists of different, and often inter-
linked sections, but unlike the finance oligarchy in the

imperialist countries, no single section dictates the policy

of the whole colonial bourgeoisie.
Changes in the nature and political aclions of the yarious
sections are dictated by a number of factors: 1) the level of

the colony’s economic development, 2) the duration of

imperialist rule, 3) whether it was a semi-colony with its
own state machinery and army, as China: was ruled directly
by the imperialists, as Indonesia; or was ruled partly directly
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and partly by loc

bhourgeoisie also depends on whether the colonialists formed
only a thin layer of the bourgeoisie (industrialists, planters)
and of the higher civil servants, or constituted a large pro
portion of the population which appropriated the country’s
principal wealth—the fertile lands—as in South Africa and
Algeria. Even though all colonies and semi-colonies are
subjugated by the colonialists and are exploited by them,
the position and political actions of the colonial bourgeoisie
vary greally from counfry to country. It is therefore impos-
sible to give a general appraisal of the colonial bourgeoisie’s
nature or of its policy.

The following are the principal sections of the bourgeoisie
in the colonies and semi-colonies:

The comprador bourgeoisie is closely linked with the
imperialisl bourgeoisie, which it serves by procuring raw
materials, distributing its commodities within the country,
handling its credil operalions among the native population,
ete. The comprador bourgeoisie is reactionary, and in polil
ical respects usually supports the imperialisis against their
own people. In China il remained hoestile to the new
government cven after the establishment of the people’s
democratic government, and, when lhe socialist reorganisa
tion of the counlry abolished the compradors’ original
functions, il {inally ceased to exist as a class.

The small but influential indusirial bourgeoisie occupies a
position in belween the comprador and the national indus
trial bourgeoisie. In India, for example, it co-operated
closely with the British bourgeoisie in joint companies, even
though it is highly independent in economic and notably in
political respecls. :

In some countries, (India for example) the indusirial na
lional! bourgeoisie is a mighty economic and political force.

I We think that it is nol :\[m.u nt to style only the induslrial bour
geoisie of the former colonies “national”, for this creates lhe false
impression that oll other sections are nol national.

2 Some Soviet cconomists are of the opinion that there was and
still is a “monopoly capitalisin” in India. This is wrong: the fact that

there are some large enlerprises, like TATA, does nolt mean 1hal
there is monopoly capital, let alone monopely capitalism, If Indids
economic {|-'\':-]-\]|'.|=|-.I!I proceeds :|T|'N|;:: the capitalist road. if may he

come a monopoly capitalist country, but even then the state ¢ apitalist

sector will bulk large in ils economy
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rulers, as India. The position of the

Manv ex-colonies, most newly free African counltries and
Burma, do not have a native industrial bourgeoisie.

[he ‘11\11_'_411‘11 bourgeoisic in the former colonies
Jlonies has always vacillated. Usually it
d in the anti-imperialist national liberation sirug

etimes even headed it. Competition from the

1 imperialist bourgeoisie made its economic posi-
tions 1 arious. It is common knowledge that ml-.k.‘x: a
newly Iree country renounces 1[1]!-l'|ium foreign capilal
conlinues to hold a strong posi i:on in its economy even after
political liberation. The nalive industrial bourgeoisie there
[ore continues to struggle against foreign ¢ apital even after
liberalion.

On the other hand, the colonial and semi-colonial bour-
geoisie often betrays the liberalion strug gele (for instance the
lm{r-' ral by the Kuomintang in 1927) if it threatens to turn
into an agrarian revolution or lo dangerously strengthen the
prolelariat’s role in the country’s pnln y. It ‘-]I{illltl be remem-
bered that old agrarian relations are still in force in many
of the former colonies and that all bourgeois sections receive
. large share, indeed even the bulk of their income, through
he exploitation of peasants. Even in the most developed
colonies and semi-colonies there are far less indus-
fILKEI‘ than peasants.

; creates a contradiction in the posture and polilics of

ustrial bourgeoisie in the ex-colonies. As producers
of industrial consume goods (hardly any producer goods
are being manufactured in the ex-colonies) they are interest-
ed in expanding the domestic market and, hence, in land
reform. But a radical land reform would pul an end to the
concealed agrarian overpopulation, which is responsible for
the extremely low wages, and which is extremely profitable
for the national and imperialist industrial }I[Jll1'§.’{('{1l.‘-&l(‘. Be-
sides, as we have already mentioned, the bulk of the in
dustrial bourgeoisie receives a large share of its income from
the exploitation of the peasants (usury, trade, and some
times rents). For this reason the bourgeoisic does not
support radical land reforms and 1-‘1|c|.-' to withdraw E"{'mn
the national libers 1mn struggle if threatens to turn into
an agrarian revelution. On the \\Imlv the industrial bour-
geoisie plaved a posilive role after the war in most colonics
and nf-\{‘h’ [ree countries,

and
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The rural bourgeoisie consists of kulaks landowners
of the non-feudal type who themselves engage in agricul
tural production. This is the most numerous but not the
most influential section of the bourgeoisie in all the colonies
and newly free countries, except the least developed ter
ritories of Africa and Latin America, where there is as vet
no bourgeoisie since land is not privately owned and the
tribal system continues to exist lo th l\(i"‘-.

On the one hand, the rural bourgeoisie comes up againsl
the colonialists and to a certain degree also the feudalists
who try to restrict it, make it dependent and exploit it. But,
on the other, the kulaks and landowners are against radical
land reforms, indeed they are often against any land reform
whatsoever. Somelimes they temporarily participale in the
anti-imperialist slruggle bul withdraw from it the moment
there are indications that it is turning into an agrarian
movemenl. On the whole this layer of the bourgeoisic plays
a reaclionary role. ‘

In this definition of the rural bourgeoisie we have exclud-
ed feudalists and all lypes of large tenants, who let the
lcased land to sub-tenants. This is a purely parasitical.
reactionary seclion, which was formerly the principal social
support of the imperialists. This well-to-do seclion is not
oniy against any agrarian revolution, but usually against the
anti-imperialist movement, since only under imperialisl
proteclion can it conlinue to exist as a class.

Rural merchants and usurers are closely connected wilh
the rural bourgeoisie economically and politically and often
form a single front with.

The intelligentsia is not a separate class. It plays a consid
erable and generally positive role in the colonial society’s
political life. The inlelligentsia, especially the students, often
become the mouthpiece of the mass of the working people
struggling against imperialism.

By analogy with the imperialist countries, we often con
sider that the intelligentsia in the colonies and newly [rec
countries are descendants only of the well-to-do classes.!
This is not strictly true. We know, for instance, that a parl

: I The theses of the Sixth Congress of the Comintern on the revolu
tionary movement in the colonies and semi-colonia yuntries stale Lhat
the intelligentsi: often the most ¢ £ F

| of the ohjeclive
imlerests of the whole national . Theyv are unable to be-
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y in the Arab countries are the children
poor parents and that they actively parlicipate in the
rialist struggle. In pre-revolutionary China whole
ses and many poor families collecled money to pay lor
at least one student from their village. We think
blem ealls for an approach from a concrete

of the sludent

the ;\l'l_'[.‘ 0
that this pre
historical standpoint.

[t goes withoul saying thal the Marxist proposition that
social being determines social consciousness is absolutely
correct. Bul this does not mean that it should be turned inlo
a dogma, It always applies to classes and social layers as a
whole, but not always to individuals.

Even in Lhe Communist Manifesto, Marx poinled out that
during periods of major social upheavals some pcople des-
cended from the ruling classes or c¢ven belonging to them
join the revolutionary camp.

The founders of Marxism-Leninism, ardent revolution-
aries like Marx, Engels, Lenin, were not of proletarian origin.
For many yvears Engels led the life of an English bourgeois
and was a businessman, But the cause of the prolelarian
revolution became the cause of his lile. Fidel Castro belongs
to a rich landowning lamily. At the same lime Noske, Bevin
Meany and many other counter-revolulionaries and enemies
of the proletarian revolulion, were of prolelarian descent.

Histori conditions exert an Eu"hr-nm- on lhe political
behaviour of people. The colonialisls were systema ically
trying lo subject the ruling classes and especially the colonial
intelligentsia to their ideology and culture, and often with
marked success. English became the language of the inlelli-
gentsia of every nationali ly in India. The French language
that of the intelligentsia in all of France's African colonies.
The sons of Indian maharajahs and of big bourgeois attend
ed the most aristocratic English schools. British and
French colonialists tried to mould the sons of African tribal
chiefs into loval servants of imperialism. But returning
home these people often became leaders of lheir own
liberalion movement.

of the interests of peasanls because the social laye

eome the bes :
[rom which they are descended arve connected with land ownership.”
|\h stot ki Kominterna [Sixth Congress of the Cominiern),

ate , Russ. ed., Issue 6, 1929, p. 139.)




sts and the colonies

As the relations between the coloniali
worsened, many students in the colonies began to look aboul
for an anti-imperialist ideology. ° id not find such

scholars. Turning

Marxism-Leninism, they severed their ties with their own
classes, some temporarily, others for ever.

The events of the past 20-25 years have shown that full
account must be taken not only of economic but also of
historical, national, cultural and moral factors, if an under
standing of the political actions of the separale colonial
strata is to be gained. All these factors are directed againsl
imperialism, and no less than economic exploitalion they
make the peoples in Lhe colonial and newly free countries,
especially the intelligentsia, hate lhe imperialists.

The African peoples, irrespective of their economic posi-
tion, will never lorget lhat lhe European conquerors sold
their ancestors into slavery to America, partilioned the
whole of Africa, without any consideration for nationalilies
and tribes inhabiling the various territories, disregarded
their historical background and religion, robbed lhem of
Lheir land, drove them into the desert and left them there to
starve. They cannol forgel use, in a more disguised
form, this is continuing even now. In Kenya. Brilish lroops
have unlil recently waged war against the Kikuyu people;
in Madagascar, the French colonialists have killed 80,000
people (according to their own data) to suppress “an upris
ing after the First World War”. In 1956, France sent
100,000 soldiers o suppress the Algerian struggle for nation
al liberation and to defend the estates of I'rench landown
ers. In Soulh Africa the colonialists still treat Africans like
semi-slaves, deport them to deseri reservations, daily
imprison many hundreds of natives and refuse fo give
them any say in decisions affecting the fate of their
country. Even now the wages of while workers in
the British possessions of Rhodesia are several
times higher Lthan those drawn by natives. Even today Amer
ican Negroes are restricled in their political rights and
work under worse conditions than while Americans. How
could an African, whatever his social position, forget and
forgive so much?

ideas in the works of bourgeois

How could any Indian (be he a bourgeois, peasanl or
worker) ever forget the many humiliations the DBritish
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inflicted upon his country when Lhey were masters ol India?
In his autobiography, Jawaharlal Nehru, who received a
first-class education in England, and whom even the English
considered a master of the English language, tells ot what
the Indians had to go through.

How could any Chinese forget how the imperialists
attacked his p(%ac:e loving country and divided it up into
“spheres of influence” or how they established “extrater-
ritorial rights” and, on the gates of public gardens in
Chinese towns, hung up signboards reading: “Enlrance lo
Chinese and dogs prohibited”, etc.

The history of Lhe relations between the colonial peoples
and the colonialists is a powerful non-economic factor driv-
ing all strata, including the bourgeoisie, and especially the
intelligentsia, into the fight against imperialism.

The defenders of colonialism ftry to justily colonial
oppression by declaring that it was necessary Lo spread f.‘.[:ll—
ture, in fact, they go so far as to assert that it was in the
intercsls of the most “backward” peoples. The imperialists
consider all the peoples in the colonies and emergenl coun-
trics, especially the non-whites (fwo-thirds ol humanily)
lower races, in need of guidance by the whites Europeans
and Americans.*

Colonial peoples of all classes, especially the inlel
consider the imperialist assertion thal they are uncultured
an insult. And they are right in so doing.

indian culture is older than European culture and in
manv fields, nolably in the arts, is cerlainly not inferior to
the !-*_'111‘01::(’.;-"-11. Up to the 19th century Indian textiles (mus-
lin) were luxury articles which were highly valued by the
European upper classes.

Arab culture has also surpassed European culture in many
respects. In the Middle Ages Spain was the only European
country where a deep study was made of the sciences and
her Arab universities were the best in Europe. Modern
mathematics and physics are inconceivable without the
Arabic decimal system., Even the word “algebra™ is
borrowed from the Arabic.

The Chinese were a highly cultured nation when the white

igentsia,

I The Japa

by advancing

mperialists tried o mask their colonial ambitions
pean: “Asia for lhe Asians!”

w0
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colonialists were slill barbarians. Right up to the 16th
cenlury China’s science and culture was as high as that of
Lhe European colonialists. )

Prior to the seizure of the Americas by the Europeans,
the Peruvians, Mexicans, ythe les on that conti

nent also had a highly developed culture, art, and statehood.
'wo crops which have become an essential part of Euro
pean food—the potato and maize—were brought to Europe
rom the Americas, where they had first been cultivated Ilnx'
the Indians. . ‘
I'1‘Iu- peoples of Africa, whom the imperialists always
picture as incapable of culture, also had a well :l&\-vleun'wl
culture long before the arrival of the colonialists. Gluckman,
a British scholar, wrole: “We ought to remember that when
T!le Europeans first arrived there, there were in the Rhode
sias, Transvaal, Orange Free State, across into Angola, and
into Iast Africa, quite big and well-developed civilisations.
I_ii;,;‘hl through the continent they were working terraced
irrigation; they were mining lo a depth of 80 feet for nickel,
copper and gold; and they were exporling these metals as
far back as A. D. 900 ... to I}Erﬁ'iz’l,‘ﬁidiﬁ. and beyond thatl
lo China. ... ‘

Modern European cullure caught up with Ci
and Arabic culture only duri :

nese, Indian
g lhe Renaissance, and later,
the induslrial revelution gave Europe ithe supremacy in
IJI:IIiI'T'i:t] production, technology and ‘the E':a‘_'-_n‘;lil sciences.”
EI.'.II' economic exploitation of the colonial peoples, their
age-long oppression by the colonialists, the lies about their
“lack of culture” and inferiority, have roused the indigna
tion of all classes of colonial peoples, in particular that of
r”\l(‘_ intelligentsia, giving birth to a feeling of national unity:.
I'his enables the bourgeoisie and the intelligentsia to head
the anti-imperialist struggle, and in certain conditions, as
we see by the example of India, to lead it tg viclory.”

l. The New Statesman and Naltion, May 26, 1956, p. H89
o It would be yery interesling to make a Marxist R[IIE-]\-' of why
the capitalist system and the machine indusiry developed in .|"-u:‘rr1.=-
;ulcil not in other parls of the world, even rl:rm.r_gh |I|c|- pre-ca \il't|i"\|
.»;:n‘.ll;r].‘x_\'n;ir-]ll there was identical to that in ”.ll!‘t_\]'iif. . SR

4 Some of the definitions in the theories promulgated al the Sixth
f the Comintern have ] ;
under the new conditions. One

Longress

ome obsolete and even incorrect

them states: “The national bour
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The national feeling among the colonial peoples created
a situation in which even the King of Morocco, who was
simultaneously its religious leader, for some time played a
progressive role in the national liberation movement ol the
Moroccan people.

But imperialists, in particular the American imperialists,
do not realise the importance of the colonial and former
colonial peoples’ national feelings. American politicians,
magazines and newspapers wonder why the U.S.A. is so
unpopular among the Asian, African and Lalin American
peoples, why they are distrustful of it and despise it even
though the U.S.A. pours in thousands of millions of dollars
in “aid”, while pumping even grealer prolils out ol them. Al
the same time, the colonial peoples show friendly feelings
for the Soviet Union and other socialist counlries, cven
though they are getting less money from lhem than from
the U.S.A.

Imperialisls do not understand that dollars alone cannol
buy peoples’ friendship. They do nol understand thatl the
Soviet people regard all colonial peoples, large and small,
free or still languishing under lhe yoke of imperialism,
vellow, brown, or black, as their cquals; thal Soviet assist-
ance has no economic or political strings attached
lo it, that it is given selflessly, out of friendship between
equals. The peoples of the U.A.R. and other countries have
long since realised this difference, and are now trying to
rid Lthemselves of American aid and to [orm closer Lies with
the socialist counlries.

Many bourgeois leaders of former colonies studied at
universities in imperialist countries. They realise only too
well that U.S. monopoly capital is not interested in the
development of the productive forces in the former colonies

geoisie is unimportant as an anli-imperialist force.... Il exerls a re-
straining influence on the revolulionary movement,” (Shestoi kongress
Kominterna [Sixth Congress of the Cominlern], Stenographic Report,
Issue 6, Russ, ed., p. 141.)

Developments during the past decade in India, Geylon, Egypl
and North Africa have shown that this is incorrect. They also
show that the political conclusion that “the corveel tactics in the
struggle agninst the bourgeois parties ... are to unmask their national

reformist nature” (ibid., p. 143} is also crroneous. The predietion that
the colonial bourzeoisie, like the Kuomintang before if, will eradually
join the counter-revolutionary camp, has proved equally false.
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nor in Lheir industrialisation, for that would make them
economically independent of the imperialists.

The peoples of the economically less developed countries
understand that the Soviet Union and the other socialisl
countries are interested in both an overall development of
the productive forces in those couniries and in their indus-
trialisation, since this is the quickest way of making them
economically strong and independent of the imperialists. No
wonder, therefore, that they are friendly towards the Soviet
Union and suspicious of the U.S.A.

The bourgeoisie and intelligentsia of the imperialist coun
lries are surprised that the peoples of the former colonies,
often even the national bourgecisie, are well-disposed
towards the Soviet Union and the other socialist countries
and layvour socialist reforms.

From a historical point of view this is easily understand
able. In the West Furopean countries capitalism has existed
for scveral centuries. At one lime it played a progressive
role—abolished feudalism and the obscurantism connecled
with it, developed the productive forces, and raised the level
of education, science and technology. With the exception of
the revolutionary workers, all :

sections of the population
were influenced by capitalist ideclogy.

Bul the colonial peoples were acquainted primarily with
the negative side of capitalism. The capitalist colonialists
did not abolish decaying feu

ism in the colonies but per
petuated it. Capitalist exploitalion was not a substitule for
feudal exploitation but supplemented it. Capitalism did not
develop the productive forces in the colonies but made them
agrarian raw malerial appendages of their economy and
created an enormous concealed agrarian {)\-'crpopul;-llir_ﬁ} and
mass unemployment. The native bourgeoisie was not given
the elbow room il needed to develop bul was cramped by
competition from the imperialist bourgeoisie. The intel-
ligentsia was not admitted to government, ete.

Under these conditions capitalist ideology, the view that
money is omnipotent, made less of an impact on the minds
of the colonial peoples and could not fully replace the old
ideology of the pre-capilalist days. For that reason the well-
to-do sections in the former colonies, including the bour
geoisie, do not experience the same fear of a transition Lo
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socialism often encountered among lhese layers in the old
capilalist countries.

The theory that the colonial bourgeoisie is mainly a
reactionary force which will participate in the anti-imperial-

ggle only under pressure from the masses and which
is always ready to betray it, and that hence the anti
imperialist struggle can be successful only if led by the
proletariat, is therefore a mistaken one. The events of the
post-war years show that in the new conditions—lhe pres-
ence of the world socialist system, a powerful anti-imperi-
alist front and a general weakening of the imperialist
position—the national bourgeoisie is able and willing to
head the nalional liberalion slruggle and to fight for political
independence.

This does nof mean that the dual nature of the colonial
bourgeoisie has disappeared and that its political vacilla-
tions have ceased. As a rule the bourgeoisic reluses to agrec
to radical land reforms even in the interests of the anti
imperialist struggle. These reforms have not as yet been
carried out in any of the large colonial countries which have
won political independence under the leadership ol lhe
bourgeoisie.! To an even less degree is lhe bourgeoisie will-
ing to hand state power over to the proletariat volunlarily
and to repudiate the system of privale property.

“But as the contradictions between the working people and
the propertied classes grow and the class struggle inside the
couniry becomes more acute,” the C.P.S.U. Programme says,
“the national bourgeoisic shows an increasing inclination
to compromise with imperialism and domestic reaction.”

But in spite of this, the newly free countries play a pro-
gressive role in international politics even under bourgeois
i‘ul['-, and together with the socialist countries form the anti-
imperialist front.

Too little time has passed since the liberation of the colo
nies to be able to draw any conclusions about the role
played by the bourgeoisie in the countries proceeding along
the capitalist road of development or are still hesitant as
to what road to choose.

! Even in the UA.R., where feudal relations were vigorously abel-
ished, citizens were allowed to own 200 (since reduced lo 100) fed-
dans of land, which in condilions of irrigation farming is a large
enough area for the establishment of large-scale capitalist farms.
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Besides, the role and the importance of the bourgeoisie
in the newly [ree couniries differs according to the level
of capitalist development achieved by the couniry before
liberation. In India, for example, which even before the
liberation had some large enterprises like the Tata and Birla
works, closely resembling those of the monopoly Lype, the
bourgeoisie played a diflerent role than in countries like
Ghana or Mali where there was no national bourgeoisie, or
where il existed only in the incubation stage. Of great impor-
lance also are the specilic features connected with the histor
ical development ol the peoples and their social and cul-
tural level belore and during their enslavement by the
imperialists. In a number of newly free African countries
inler-tribal warfare is still in progress. India and Pakistan
were divided according to religious principles, but the Ben-
galis in India and in Pakistan are a single nalion and their
economic interests demand thal they be united. In India,
Indonesia, the UAR., the Yemen and other counlries the
ficht ol the feudal reactionaries againsl progressive forces
has assumed a religious form.

Under Lhese eircumstlances it is as yet too early to deduce
a general formula which could be applied to all counlries
which have thrown off the imperialist yoke. We are only
able lo establish one principle which is typical of the devel
opment of all newly free countries having rcached a com-
paratively high economie level. Namely, after reaching the
objective which temporarily united all classes and layers
ol society (except the big landowners and the comprador
bourgeoisi¢)—the liberalion from the imperialist yoke—the
unily of the people begins to disintegrate. A new attack by
the imperialists may re-establish this unity, but on the
whole, class inlerests once again come to the fore and push
aside national interests, with a resultant iniensification in
the class struggle.

This can be seen clearly by the example of India. For
more than 30 years the Programme of the Congress Parly
contained a clause on the development of Indian society
“along socialist lines” after liberation. But, up to now,
Nehru's Government has not only failed to develop socialism
but has done everything possible to advance the state capi
talist sector of the economy. The policy of neutrality and of
friendly relations wilh the Soviet Union (which undoubtedly
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falls in with the interests of the Indian peoples) Imw[.-a 1['1‘-
creasing resistance on the part of the bourgeoisie :1.1151 11"&
reactionary forces in the country. The big l.u.-|11:'§_:m1s11_-‘ is
working hand in glove with the imperialist states in trying
to change India’s domestic and foreign policy.

This shows that the class struggle tends lo become more
acule. In moments of national danger, the {-lm.«::-.x. in the
newly free countries may consolidate their r:mkﬁ to face lh(:
imperialist threat. But the S!FIU{‘{H’I‘ over im‘m‘_h J"pm! O.I
development lo lakethe socialist f-i!'llrhf‘ c-up:.fr.-f’m{’—‘bf.‘*-
comes decisive in the life of the newly free countries. lllus
struggle is often interlinked with the I‘{[ri-ign puliilif'rai orien-
tation of these countries on the capitalist or socialist world.
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) THE PROBLEM
OF THE PROLETARIAT’S RELATIVE
IMPOVERISHMENT

Theoretically, the problem of the proletariat’s relalive im.-
poverishment poses no difficulties. By relalive im].‘l('l\'{".l‘ib.h
ment Karl Marx meant a decrease of the working-class
share in the country’s gross national income. In most cases
this happens under capitalism even when real wages grow
.\.I;-:r.\' ‘wrote: “Relative wages can fall although r{l'ﬁa-l \?‘:-nf’.n'\;-
rise simultaneously with nominal wages, wi?h the mru:‘r-.\.-
value of labour. . .."1 g y

Proceeding from Marx’s theoretical assumption that la
bour power, like all other commodities, is sold al value, it
becomes obvious that a growth in labour productivity e
a decrease in labour time per consumer goods Uili‘l. de-
creases the share of the national income go}m; to the r:-:.r';!'-"'-
ing class and increases the part being aU"n‘nb“i-*tPrl I]I\' ‘1-\-
ruling bourgeoisie. AL 2 ey

While this is unquestionable in theory, in practice it is
very (Ii{'iirull to give figures c—orroborali\n'g this ;1-1‘<'=1-ui.9‘<-, |

Marx’s analysis presupposes a stable currency based on
gold and free competition. Under such conditions the de
crease in the value of consumer goods (their quality being
lm‘:lﬂ'm-i(‘(l] would be attended by a consistent (I'Imp in lln'.]T’
prices and in a corresponding decrease in the cost of labour;
in other words the share of the working class in the na-
tional income would diminish whether there is any absolute
impoverishment or not. AT

However, during the 20th century the prices of consumer

i Mar . 1 Fno J : <
Marx and Engels, Selecled Works, Vol. I, Moscow, 1962, p. 97
scow, 1962, p.
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soods instead of dropping have steadily risen. [his can be
seen by the example of the U.S.A.

Consumer Price Indexes!

(1947-49=100)

1960 | 1962

126 ‘ 128
|

In spite of their inaccuracy, these figures show that with
the exception of the drop caused by the 1929-33 economic
crisis, prices have grown steadily (among other reasons, as
a result of the devaluation of the dollar in 1933) and con-
tinue to do so to this day. In other countries, where inflation
and devaluation assumed a larger scale than in the U.S.A.,
there was an even grealer rise in prices.

At first glance this secems to contradict the general theory
of price formation, but a closer look explains that this is
due to the following reasons:

a) the inflation and devalualion of currencies, which are
the main cause of price increases during the general crisis
of capitalism;

bh) the monopolies fix the prices of commodities above
their values. or to be more exact, above their prices of pro-
duction, the buyers of consumer goods are made to pay part
of this increase=;

¢) indirect taxes, duties, etc., which are also paid by the
buyer;

d) other methods used by the monopoly capitalist state
to raise prices—sometimes directly (the low price estab-
lished for agricultural goods in all advanced capitalist
countries is an example of direct methods); sometimes in-
directly, by levying special taxes, imposing duties, restrict-
ing or prohibiting imports, granting subventions to
encourage exports, ete.

! Historical Statisties of the United States, 2nd Edition, Washington,
1960, pp. 125-26; Statistical Abstract of the United States, 1961, p. 334;
for 1962: Federal Reserve Bulletin, May 1963, p. 698 {recalculated by
the author on the basis 1947-49 = 100},

2 The other part is a deduction from the profits of non-monopoly
enterprises (sce below).
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Obviously, a rapid rise in consumer goods prices must
be paralleled by an increase in workers’ wages.

We must therefore look for some other statistical method
ol assessing relative impoverishment. The best method is to
trace the distribution of the national income among the
classes. In dealing with such relative quantities price
changes can be ignored.

But this, too, is easier said than done. Bourgeois sta-
tistical data on the national income is extremely unreliable,
especially so since the bourgeoisie is interesled in falsify-
ing data to make it appear as if the share of the working
class in the national income is increasing. ‘

We must therefore make considerable amendments Lo
the income distribution figures before they can serve any
useful purpose. This means that we must deduct from the
mcomes of office and factory workers taxes and payments
to the social security fund; set apart the income of the
upper echelon of “employees”, who in realily are capitalists
(dircctors of enterprises, etc.); deduct the expenditure
workers are forced to make not for themselves but on behalf
of their capitalist bosses —fares to their place of work
which are very high in the U.S.A. and additional wear of
clothes and footwear where workers are nol provided with
protective garments by their employers. On the other hand,
we must add their benefits from social security funds. if
these are not included in the sum total. ‘ )

' l_f' we look carefully at the ilems in national income sta
In.u_ns-.\-_ other than wages, we shall discover considerable du-
plication. For instance, the income of professional people
—lawyers, privale physicians, arlists, actors, writers, ete.

-are derivative incomes, being paid predominantly out
of the income of the bourgeoisie and partly out of that
of the workers. .

'|"f|f.'-:.f”lrr:l]‘:l[i‘.\ that computalions are unavoidably very
approximate, and that we must not be surprised that there
are considerable discrepancies between various estimates
The following three series, compuled by different |:u'r,<(.ms.
and institulions, show how great these dist‘.rvpum-i:-;
sometimes are. (See table on p, 105.)

\ Kalz gives details on the corrections made by him in
<_'.:Hu_‘m] American statistics. We shall not discuss them here:
In most cases they are justifiable. His figures prove ii];li
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Share of Factory and Office Workers in the U.S.
National Income

( percentages)

o —— | ] : !
{gga | 1900 | 1919 1020 | 1920 1939 1056 1960
I |
[. Kuzminovl T A o] ol NG i (5 ‘ 40 \. ;

A -Katz® . . — — - 46.8 | 46.5 | 45.7 | 46.2

Official W
statistics ;e o (AR - T e ka ‘ 5a.h ‘ h7.6 | 62.6 | 63.3

| | | |

the share of lactory and office workers in the national in-
come is not growing and that the claim made by official
U.S. stalislies to the contrary is pure propaganda. Yet the
author’s calculations also fail to show a decrease in the
workers’ share.

To show the decrease of the [actory and office workers’
share in the nalional income. the author takes account of
the growth in the number of wage workers and calculates
the workers’ share on Lhat basis. This calculation gives
Lhe following result:

Share of the Proletarian and Proletarianising Population
in the National Income Between 1900 and 1956

( percentages)

L See I. 1. Kuzminoy, Obnishchaniye trudyashchilhsya pri kapita-
lizme (Impoverishment of Working People Under Capitalism), Russ.
ed., 1960, p. 19. The author does not disclose his sources and does
not explain his method of computation, He says that this is a ratio
of profit and wages in “industry”, bul does not mention whether it

applies to indusiry a whole or only lo the manufacluring branches;
as regards profits, he does not speecify whelher these are before-tax

or alter-lax. His figures cannot be echecked and the reader is forced
to take him at his word.

* See A. 1. Kalz, Polozhenige proletariata SShA  pri imperializme
ition of the U.S. Proletariat Under Imperialism), U.S.S.R. Academy
ciences Publishing House, Russ. ed., 1962, pp. 92, 97.
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An enumeration of the number of workers to prove their
relative impoverishment is permissible as a method, but the
result does not show the actual share of the working class
(and employees) in the national income, but the probable
changes in the share of the average wage in the national
income.

The modification introduced by Katz fails to demonstrate
a considerable relative impoverishment of the working class
in the post-war years, and hence, the conclusions drawn
from these flgures are the same as those which disregard
the modification.

In general Katz's calculations are so intricate that a
layman would be unable to check them and would have to
accept the author’s conclusions on trust.

Let us, in |.1:1.»\.mn;__,. discuss the attitude we should adopt
towards bourgeois statistics.

Many of our authors have completely forgotten Lenin’s
remark aboul the * ‘irrefutability’ of bourgeois statistics”
they declare all bourgeois statistics falsified. This is a gross
exaggeration. Dala are falsified in some fields, including
statistics on the distribution of the national income and so-
cial wealth and on the cost of living index, which often
decide wage increases and wage cuts when long-term col-
lective agreements are entered into, ete. But in many other
fields, the bourgeoisie is interested in accurate information.
for instance, data on production, reserves, total new orders,
unfulfilled orders, etc.

In our opinion the practice of calling all bourgeois sta
tistics “falsified bourgeois statistics™, “obviously falsified
data”, elc., should be discontinued. This is an insult to the
reader’s intelligence. The author should either refrain from
quoting data he considers falsified, or show why, how and
to what extent cited data have been doctored.

It is even more ridiculous when some authors, who have
already declared that all bourgeois statistics are falsified,
use these very figures for computations with an accuracy
of up to one or even two decimals.

Admittedly, no statistics are completely reliable and
cannot picture reality with photographic accuracy. All sta
tistics distort reality. the extent of the distortion depending
on the method used to collect data. In countries where all
births and deaths must be registered, birth and mortality
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statistics are almest completely accurate. Harvest statistics

based @n appraisals made by people who are often quite
-q..,wpL ent are generally accurate to about ten per cent.

uch inaccuracies do not contradict Lenin’s remark on the
h-p-pt,sh}‘."’ of bourgeois statistics, when we are out
to prove the correciness of the economic laws of r-upl[ait'\i
development formulated by Marx. In that respect statistical
inaccuracies are unimportant.

In short, we should make use of bourgeois statistics, es-
pecially since they are the only stalistics on the economy of
capitalist countries available to us, as Lenin didt. We
should adopt a concrete and crilical approach and should
not adapt them in order to try to prove what seems de-
sirable, for Marxism has no need to resort to such methods
lo prove iis correctness

L # *

The simplest statistical method for proving the relative
impoverishment of the proletariat is to ~alculate the growth
in the rate of its exploitation. Basically the two processes
are r“n ti Lal the appropriation of the surplus value forms

the r the distribulion of the national income among
the c . '

'I‘ho I"‘IIlClJ.l census of the U.S. manufacturing industry
gives data on the total wages paid, i.e., on the variable

capit allu" on all E'YPL‘I‘N“[UI.’:Z‘ on raw maferial, fuel, eic.,
i.e., on the circulating part of the constant capital (¢) and
the sum of the newly created value (v-+~m), which has ena-
bled us to appa r\"]""LIf' the rate of surplus value for the
period 1899 to 1931. In presenting these data to the reader
we mentioned: “It ah suld be noted that the rate of surplus
value given here is lower than the actual, since the profit
of trading capital, which is also being created by industry,
is not included.

“We believe it necessary to emphasise that the above
caleulation is no more than an attempt at a rough evalua-

cample of how statistics are “adaptled”
leri growth of reserves in the U.S.A., Katz (p. —1\\
rear—a time when after the four-year-long erisis
wbnormally low. To make his con-
ould have based them on the average
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tion of the rate of surplus value and that it is based on far
from adequale data. This calculaiion is undeniably far from
accurate, but it may be categorically stated that the actual
rate of surplus value has been understated.”!

Our calculations furnished the following figures for the
rale of exploitalion:

1899 1900 ‘ 1019 ‘ 1621

1925 ‘ 1929 1931

In spite of lheir inaccuracy these figures show: a) the
correctness of Marx’s assumption (formulaled after con-
sultation wilh Engels) that the rate of exploitation in Eng-
land in the 1860s was 100 per cent; b) that the rate of
exploitalion grows as capitalism develops. This is irrefutable
prool of the proletariat’s relalive impoverishment: ¢) that
the rate of exploitation drops in crisis years and rises in
the boom years. This sceming contradiction is easily ex-
plained. When production falls sharply because of a crisis,
the expenditure on labour power not directly partic ipating
in the creation of new values. ie.. on the hiring of office
workers, engineers, repairmen. store managers, g‘fmrd.t. ele..
changes but little, whereas the mass of the newly ereated
value shrinks considerably. The opposite happens when the
business climate improves; the profits of capital and the
rate of exploitation rise to a peak, which is in keeping
with the true nature of capitalism.

For the post-war years we have dal"l only on wages paid
oul and on the newly created values? On their basis we

can compute the rate of exploitation ;-:

1947 ‘ 1930 ‘ 19455 [ {958

187 ’ 187 ‘ 183 | 192

| Y'Y, Varga, Mezhdu VI i VII Lkongressami Kominterna, Ekonomika
L politika 1928-1034 gg (Between the Sixth and Seventh Congresses of
the Cominlern. Economy and Politics Belween 1928 and 1934). Russ.
ed., Partizdat, 1935, p. 188.

* Statistical Abstract of the United States. 1961, p. 777.
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128 | 130 ‘ 122 106 ‘ 128 ‘ 158 147

These far from accurate dala show thal the degree of
exploilation has increased substantially since the war, and
that it is continuing to grow slowly but surely. In spite of
the declarations of bourgeois spokesmen aboul the levelling
of incomes in the highly developed countries, the relative
impoverishment of the working class continues.

A number of Soviet economists (V. Motylev, M. Smit-
Falkner, A. Katz) declare that our calculations minimise the
rate of exploitation and have therefore introduced various
correction factors (both justified and unjustified ones) to
find higher rates. We shall not bore the reader with an
analysis of their corrections—for to prove the growth in
the relative impoverishment we do not need the absolute
magnitude of the rate of exploilation but only its movement,
i.e.. its growth over a long period (even though this is ir-
regular ralher than smooth). It is from Lhis vantage point
that we compare Kalz's data with our data.

Dynamics in the Rate of Exploitation in the U. S.
Manufacturing Industry

fvrll\\i‘J of expl OJth-F-n
\< 1\‘,.wn 1919 and
1958

QOur approximation . . . . | 122 147 192 58
Katz's calculations?:
first calemlation. . . . . | 130 142 | 209 53
second calculation . . . 242 311 | 369 | 51
third and final (1957)
calculation . . . . . . | 233 344 397 57
(1957)

Katz's extremely complicated calculations show the same
growth in the rate of exploitation (even a slightly smaller
one) than do our approximations.

We could stop our discussion here, but the reader could
well ask why the figure in Katz's second calculation
is about 100 per cent higher than in the first. This
is because he regarded not only the profits of trading capital

1 A, 1. Katz, Polozheniye proletariata SShA pri imperializme,

pp. 62, 70, 77.
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but also the wages of commercial workers as deductions
from the wages of the workers in the manufacturing in
dustry and added the resuliing sum to the surplus value.
This is entirely unjustified—they are not deductions from
\.\'ii;;n'.\'.l but a payment made by the buyger out of his income
for trade services rendered.

To make this clear let us consider pure services. The
American worker sends a telegram and pays for it. Is that
a deduction from his wages? Is the sum of wages received
by the employees of the “American Telegraph and Tele-
phone Co.” a deduction from the sum of '\'\-'k!;-ﬁ“it.‘% drawn by
the workers of the manufacturing industry, as the author
would have us believe from the cxample of commercial
workers? This is carrying things a bit too far. Paying for
the dispatch of his telegram the worker spends part of his
wages on services rendered.

The same holds good for trade., Trading establishments
render important services to the buyer, indeed it would be
difficult to imagine life in the United States without such
services, Buyers are paying for these services in the form
of mark-ups on prices. This is the source of the wages of
commercial workers and to consider it a part of the surplus
value is ridiculous. The attempt to use all sorts of com-
plicated methods (o show a hi rate of exploitation does
not make for a better unde of Lhe proletariat’s
relative impoverishment.

5

I This assumplion
teaching, namely, that
bought appr

also contradicts one of the keysiones of Marx’s
: labour pewer, like every other commodity, is
ximalely at value. L

J

TIIE PROBLEM
OF ABSOLUTE IMPOVERISHMENT

The problem of absolute impoverishment is much more
complicaled than that of relative impoverishment. All
Marxists agree lhat under capitalism relative impoverish-
ment is a constant phenomenon, but hold different views
on the methods that should be used to prove it and also
on lhe rate of impoverishment. In gencral, there is a wide
divergence of views on the problem of absolute impoverish-
ment.

T'he apologists of capitalism, Right-wing Social-Democrals
and a few renegades like Browder declare that there is no
absolute impoverishment. This is obviously wrong, for therc
have always been countries in the bourgeois world where
an absolule impoverishment of the working people could
be observed. First and foremost this applies to countries
where the penetration of the capitalist mode of production
destroyed or disturbed the old social sysiem without
superseding it.

A hundred years ago Marx wrote aboul Germany: “...We,
like all the rest of Continental Western Europe, suffer not
only from the development of capitalist production, bu also
from the incompleteness of that development. Alongside of
modern evils, a whole series of inherited evils oppress us,
arising from the passive survival of anliquated modes of
production, with their inevitable train of social and polit-
ical anachronisms. We suffer not only from the living, but
from the dead. Le mort saisit le vif!"!

Sixty years ago Lenin developed this view by declaring

L Karl Marx, Capital, Vol. I, p. 9.




that . . ‘the border regions’ of capitalism (i.e., those coun
tries and those branches of the national economy in which
capitalism is only just emerging and ciuxhéng-\\'ilh pre
capitalist conditions) the growth of poverty—nol only ‘so
cial’, bul also the most horrible physical poverty, to the
extent of starvation and death from starvation—assumes a
mass scale.”!

This is no less true today. Even so staunch a supporter
of capitalism as Slevenson admits that the per capita na-
tional income of the peoples in the less developed countries
is falling with cvery passing year, i.e., thal absolute
impoverishment is taking place,

The diary of a Negro woman from the slums of the rich
Brazilian town of Sao Paulo? gives a horrifying picture ol
the life of the poor there. A mother of three (Lwo of them
white), she was abandoned by her husband and lelt des-
titute. She was unable to find a steady job. With the baby
tied to her back, she spent every day rummaging through
garbage cans in the part of lown inhabited by the rich, col-
lecting waste paper and other refuse which she later sold
lor a few pennics. She was never able lo carn enough to
feed her three children, Iler enfry on August 26, 1959,
reads: “Nothing can be worse than hunger.” In addilion to
hunger she had to suffer the constant drunkenness. swear
ing and fights which are an integral part of slum life.

The proletariat of West Germany, France and the other
European capitalist countries which participated in the
Second World War, also experienced absolute impoverish
ment, i.e., an absolute decrease in real wages during the war
and during Lhe post-war inflation.

But we are concerned not with the question of whether
absolule impoverishment exists under capitalism or not,
but whether in the developed capitalist countries this im-
poverishment is a constant, irreversible process, similar to
that of relative impoverishment (as quite a few authors as-
sert and “prove”), or whether it is neither constant nor
irreversible.

The first point of view is the more slrange in that il
contradicls the views expressed in the old Parly Pro-

' V. L. Lenin, Collected Works, Vol. 4, p. 234.
* Carolina Maria de Jesus, Beyond All Pity, London, 1962,
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gramme, written by Lenin, and the new Programme of the
C.P.S.U., which in the main repeats the views on this
problem given in the old.

During the 1902 discussion of Plekhanov’s draft for the
Party Programme Lenin wrote: “I am not proposing to
speak of the absolute growth of poverty and destitution. . .”!
and again: “ ‘Growth of poverty of every description’—this
borrowing from my draft is not a very apt one. I did not
speak about the growth of poverly. ‘Of every descriplion’
includes ‘absolute’ too.’? The Programme of the C.P.S.U.
says: “Crises and periods of induslrial stagnalion, in turn.
are still more ruinous to small producers, increase the de-
pendence of wage-labour on capital and lead more rapidly
to a relative, and sometimes an absolute, deterioration of
the condition of the working class.”

It will be seen that the Programme of the C.P.S.U,, like
Lenin before it, says that the workers’ posilion worsens
absolutely “at times” due lo crises. “At times” means in
the minorily of cases but not constantly.

Yet I. Kuzminov declares: “Unforlunalely there are theo-
reticians who remember Marx’s tenet on the impoverish-
ment of the working people only during crises and tend to
forget about it during booms, lhereby allowing the basic
tenets of Marxism-Leninism to become dependent on the
capitalist cycle and the vacillations of the capilalist
market.”

Our dogmatists also ignore olher warnings of the
founders of Marxism against a dogmatic, mechanical rei-
teration of Marx’s law on the polarisation of capitalist so-
ciety and the growth of poverty as a result of the accumula-
lion of capital. Marx himself spoke of the counter-lendency
modifying this law: “Like all other laws il is modified in
ils working by many circumstances, the analysis of which
does not concern us here.”” As early as 1891, Engels pointed
out the root factors modifying the operation of the law of
the impoverishment of the proletariat. He criticised the

L V. I. Lenin, Collected Works, Vol. 6, p. 48,

2 Ibid., p. 65.

3 The Road to Communism, pp. 452-53,

" I. Kuzminov, Obnishchanige trudyashchikhisya pri kapitalizine,
p. 26.

» Karl Marx, Capital, Vol. I, p. 644.
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item in the 1891 draft programme of the German Social-
Democralic Party reading: “The numbers and the want of
the proletarians grow ever more.” Engels wrote in this con-
nection: “In so absolute a form this is incorrect. The or
ganisation of workers, their growing resistance will create
a certain obstacle to the growth of poverty. But what
definitely does grow is the insecurity of their existence.”!
During the general crisis of capitalism this “obstacle” is
even more eflective than it was 70 years ago when the or-
ganisation ol the workers was incomparably weaker than
it is now,

Our dogmalisls are ignoring this. Belween 1947 and 1953
the leading workers of the Economics Institute of the
U.S.S.R. Academy of Sciences (after its merger with the In-
stitute for World Economy) officially adopted the view that
the absolute impoverishment of the working class was con-
stant throughoul the capitalist world. Some even spoke of
a continuous progressive impoverishment, ie., of a pro
gressive decrease in real wages. At that time I wrote (hat
even a very small progressive decrease in real wages would
in a comparatively short historical period reduce wages fo
zero (as can be scen from a very simple mathemalical cal-
culation?), but my objection went unnoticed.

As distinct {rom the dogmatists, Marx adopted a very
flexible approach to the problem. Ile eslablished in a most
general form that real wages musl be equal to the value
of the labour power, including the expenditure on the
education of new workers.

Did Marx declare that the real wages are a constant
magnitude, that they always coincide with the value of la
bour power? He did not. Marx not only emphasised that
the capitalists are constantly trying to depress the real
wages below the level of the value of labour power, and
often with marked success, but he even allowed for the
possibility of real wages rising above that level. “But hand-
in-hand with the increasing productivity of labour, goes, as
we have seen, the cheapening of the labourer, therefore a

/Engels, Werke, Bd. 22, 8, 231 {italics mine.—¥. V.).

> suppose that in the first year real wages drop by 0.5 per
cent and it decreases progressively by 0.1 per cenlt a year, the real
wages would in 28 years amount to 50 per cent of their initial size.
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higher rate of surplus-value, even when the real wages are
rising.”1

Even though the size of the real wages is based on the
value of the labour power, its actual size depends on the
outcome of the class siruggle belween capilal and labour.
The concrete size of the real wages differs [rom country to
couniry and in any given period depends on the course
taken by the class struggle. Besides, the real wages of the
working class change regularly during the eycle.

Some people, who consider themselves orthodox Marx-
ists, still continue to maintain that absolute impoverishment
is a constant process, and that even in highly developed cap-
italist countries, such as Britain and the U.S.A,, real wages
are lower today than they were 60 years ago.

In the above-mentioned book I. Kuzminov writes (p. 148)
that “in Britain ... real wages ... are at present [1958.—
Y. V.] below the 1938 level, and hence below the 1900-01
level”. He claims thal lhe same is also Lrue of the U.S.A.
He also declares (p. 154) that in 1920 the wage level was
“below the 1899 level”, that before the Second World War
it had not “caught up with the 1899-1900 level” (p. 157),
that in 1952 it was 85 per cent of the 1939 level (p. 158),
that in 1956 “the growth in real wages ... had at best
drawn the general wage level to that of pre-war 19397
(p. 160), while in 1958 wages were 5 per cent below the
1956 level, i.e., that the wages of American workers in 1958
were about five per cent below the 1939 level, which was
already below the 1899-1900 level. According to I. Kuzminov
the wages of American and British workers dropped stead-
ily during the whole of the 20th century, i.e., there was
an absolute impoverishment of the working class. In other
words, the absolute impoverishment of the proletariat did
not take place “at times”, as a result of a crisis as for-
mulated in the Programme of the C.P.S.U., but proceeded
constantly over the century.

A. Katz, even though he does il more carefully, also con-
siders that absolute impoverishment in the 1.S5.A. is essen-
tially a constant process. He writes: “In observing the dy-
namics of real wages over a long historical period, it should

1 Karl Marx, Capital, Vol. I, p. 604 (ilalics mine.—Y. V.).




be borne in mind that the absolute worsening of the condi-
tions of the proletarian masses in so developed a country
as lthe U.S.A. does not always assume the pattern of recti-
linear motion.”! Translated into simple language this means
that in the U.S.A. absoluie impoverishment is a constant,
though not a rectilinear process.

Is this statement correct? Considering the great diversity
of forms taken by the development of capitalism in different
countries and at difTerent times, the laws of capitalism can-
not always be expected to operate identically. The state-
ment about the uninterrupted and identical impoverishment
of the working class in all capilalist countries precludes ¢
scientific study of this problem, which has so important a
bearing on the class struggle of the proletariat.

Dogmatists may argue as follows: statistics demonstrate
that the real wages of workers in the U.5.A. and DBritain
have fallen during the 20th century. We shall reply by say-
ing thal this problem cannot be solved by statistics
alone.

What are statistical data based on? They are based on a
comparison ol monetary wages with changes in the cost of
living. This method can be used for short periods (nol ex-
ceeding len years), but is useless for long periods, especially
for one as long as the whole of the 20th century.

The present pattern of the worker’s family consumption
differs so much from the 1899 pattern that the two are
incomparable. Technological progress has given birth o
new requirements, and conversely, new requirements have
motivated technological progress. At the beginning of the
century American workers did not have to spend money on
motor cars, radios, TVs, dry cleaning, etc. They prepared
their food at home from fresh products. Today they are
buying cans, ready-to-cook foods, etc. In view of these
changes, how can the cost of living index or the consumer
price index be used as a yardstick of real wages??

1 A, I. Katz, op. cil,, p. 168 (italics mine—Y. V.).

4 Statistical bodies in bourgeois countries try to get over this
difficulty by periodically “adapting” the cost of living index to the
changes in the consumplion pattern. But this involves further com-
putations and often serves to depict the position of the workers in a
beller light than it really is.
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The following shows how quickly the type of food con-
sumed in the U.S.A. changes: in 1962, as compared with
1947-49. the average American ate 45 per cent more beef,
60 per cent more chicken, 70 per cent more m:n‘;:;irine‘l 312
per cent more fresh frozen fruit, 362 per cent more fresh
frozen vegetables, 10 per cent less potatoes, 15 per cent
less flour, 30 per cent less butter, 30 per cent less fresh
vegetables.!

In approaching any study of this involved problem we
should always remember Lenin’s words that “ in view
of the extreme complexity of the phenomena of social life
it is always possible to select any number of examples or
separate data to prove any proposition. . e

Even today millions of proletarians in the U.S.A. and
Britain live in slums and are undernourished. People un-
employed for a long time slill sink into extreme poverty.

Lord Orr, a major authority on this problem, wrote in
1943: “Nutritional anacmia affects nearly 50 per cent of
the women of child-bearing age amongst the poorest-paid
working class. Infant morlality rate, tuberculosis and some
other pathological conditions, which are affected by diet,
are much higher amongst ill-fed people. Children do not
grow to their full stature. The average height of adults
amongst the poor is about 4 inches less than amongst the
adequately-fed well-to-do.”™

All this is true. But it still does not mean that the bulk
of the Brilish or American workers, the working class as a
whole, is worse off today than it was at the end of the 19th
century. A substantial change in the pattern of consump-
tion. labour intensity and labour conditions, makes
stalistics useless.

The table on “Summary of Apparent Annual Real Wages™
given by Katz’ (travelling expenses and rents are excluded)

\ The Economist, January 19, 1963, Based on National Food Situa-
tion, U.S. Department of Agriculture.

2 V. I. Lenin, Collected Works, Vol. 22, p. 190.

3 John Boyd Orr, Food and the People, London, 1943, p. 20. He
points out thal the mueh simpler and coarser foods the British workers
{and peasants) ate 250 years ago contained more vitamins, iron and
calcium than the modern town-dweller's far more exquisite diet, How-
ever, this is due not to a drop in real wages but to changed habits.

4 A. L Katz, op. cit., p. 230.
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proves conclusively that such computations are useless
Here is the table:

1884-1892 . . . . . . 100 1950-1¢
1893-1903 . . . . . . 90

R 98.1

Comparing the data for 1950-60 with that for 1884-92 we
find that real wages for 1950-60 have dropped by two per
cent; but if we compare them with 1893-1903, we find that
they have grown by eight per cent. What do such figures
prove?

Lenin rightly remarked that in dealing with such excep-
tionally complicated phenomena, the same phenomenon
can be interpreted in many different ways. Workers buy
cars because urban development has led to the emergence
of large cities. For this reason Katz excludes the money
American workers spend on the purchase of cars from their
“free” wages, i.e., from that part set aside for the satisfac-
tion of sirictly personal requirements,

Is he right in doing this? Partly ves, and partly no. Since
the car serves to convey the worker to his place of work,
the money spent on it decreases the part left to him for
the satisfaction of other requirements—Ilowers his real
wages. But he also uses his car for pleasure—drives in it
to the cinema, uses it for Sunday outings. takes it with him

on holiday, etc. Such expenditure should not be excluded
from his real wages.

Here is another example: the change in the consumption
of bread and potatoes. In poor countries a decrease in the
consumption of bread and potatoes may signify a worsen-
ing in the diet. In rich countries. on the other hand. it
indicates an improvement in the diet: the more meat,
vegetables, fruit people eat, the less bread they use.

Or take the decreased consumption of butter and the in-
creased consumptlion of margarine. On the face of it, the
substitution in the average American’s diet of margarine
for butter is a worsening of the diet. But American physi-
cians (and life insurance companies which are interested
in having their clients pay their premiums for as long as
possible) have conducted a vigorous campaign against the
use of all animal fats. Can statistics tell us how greal a
share in the decreased consumption of butter is due to the
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fact that margarine is cheaper than butter, and how ;:1:(*:‘{1
a .\h"'['l" is due to people following medical advice? Is it a

vorsening in the diet or an improvement? .

In social life. tendencies are always [ig]_mruf m{u_a[r_“.'-
tendencies. Let us look, for example, at working v:'snemnmns,
The capitalists assert that since workers have hc-‘m freed
of hard physical labour, working conditions are better 1nda‘_\_‘
than they were before. This is untrue. The \\‘[.n‘lu-]_‘.x‘ muscles
are probably taxed to a far less degree but the h.]'r:l_] lt_‘mp(){
monotonv.!t and constant concentration of atlention needed
for convevor work strains their nerves. On the nliufr h-’.—mr{
factories are now better lit, better heated, the working day
is shorter, and in a number ol l_‘.lf)lli.lll'if.'?i \\rf.)rkf’rs fut:(‘—]
ceiving paid holidays. At first the capitalists lwrf:.:‘:l__\__’ resis -(-<r
the demands of workers for beller working conditions, now
they have realised that a betterment of I"I.w.w or.nnl:lmns‘ m(!l.IJ'
even be profitable for them, for it raises labour p-“'ldll.n;"..
tivity irrespeclive of their will. Thus we sce 1!1.'11_ in t‘ 1S
field, too, tendencies and {‘.Dl_lntf':l‘-|.F_‘nd('n('.].!."5 are in co.nslan{:
conflict. A truly scientific analysis requires that both be
considered.

t 5 %

The worst fault of our dogmatists is that they divorce
CONOMICS m politics. . _
”f\)\nojnx:liqfi?wItjljmn view on the conslant and inevitable
absolute impoverishment of the working t'_'].:ih'.‘\' not nfll)_
wrong but even politically harmful. How can anmgmst»
mobilise the working class for the protection of their in-
terests, for strikes, if they thvmseivs‘s“;\-i::iv_ih:!i a deteriora-
tion in their position is iilE‘\-‘ihlh.li.‘? T_‘,.‘(]H‘I't(’l!(‘['.Hhil\\.‘}:; H_th
political slogans are able to mobilise the large mass of nm_l:
Party workers only if they are linked with economic
demands in which the workers themselves are ‘\-*_llnll_v_ in-
terested. What could a Communist striker answer if a slr!l:u—
breaker asked him: “Why should I go on strike and refuse
my wages today if you yourself say that our impoverish-
ment is inevitable?” : i ALl

In the above mentioned book I. Kuzminov writes: “We

e e ok
hows that drivers tire much more on one-way high

! Experience s L
ngs than on ordinary highways,

ways without ere
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must not forgel that even the most suceessful struggle of the
workers under capitalism cannot ... overcome the opera-
tion of the law of capitalist accumulation, which means that
the working people’s conditions will not improve but
worsen.”!

We Communists decisively refuie the reformist assertion
that the working class is able to change the -capitalist
system through economic and parliamentary struggle and
that modern capitalism is no longer capitalism, but some-
thing in-between capitalism and socialism, as the pro-
ponents of capitalism, including the reformists, keep re-
pealing. These are obvious lies. Under capitalism workers
are as much slaves today as they were a hundred years ago.
They can exist only by selling their labour power to the
capitalists. But this does not mean that the conditions of
their slavery are constantly worsening.

In analysing working-class conditions, the dogmatists
completely ignore the intimate links that cxist between
economy and politics. They are forgetting Lenin’s definition
of politics as a concentraled expression of the economy,
They ignore the new political conditions in the fight
between labour and capital; ignore the fact that the very
existence of the socialist world is forcing the capitalists
and the statesmen of the capitalist countries to adapt their
relalions with the working class of their country to the
conditions in which the struggle between the two world
systems is now proceeding. Now as then, they are interested
in exploiting the workers to the ulmost and paying them
the lowest possible wage. But, for political reasons, the
capitalist class as a whole does not want the class struggle
in their counfry to become too intense since this could lead
to the workers embracing communism. A simultaneous fight
against the socialist world and the working class in their
country would endanger their rule. This is especially true
of the highly developed capitalist countries such as Britain
and the U.S.A. where the working class (factory and office
workers) constitute the overriding majority of the popula-

tion? The presence of a powerful socialist world system

a9

1 1. Kuzminov, op. cit., p. 27,
? The history of German and Italian fascism is a warning to the
bourgeoisie 1o avoid exlremes as Iong as possible.

120

forces the U.S.. British and other governments to concern
themselves with the interests of their bourgeoisie as a
whole. This forces them to intervene in the struggle
between labour and capital and often even lo take sleps
against separate capitalist enterprises which have aggrav-
ated the conflict with their workers to an extenl greater
than is permissible by the common interests of the cap-
italist class during the third stage of capitalism’s general
crisis.

The conditions under which Lhe struggle between labour
and capital proceeds are different from those of sixty years
ago when the capitalist system still seemed invincible. The
existence and strenglhening of the world socialist system
helps the working class in the capitalist, (.'.H}]('.‘.{"izilly in the
highly developed, countries in the struggle against the cap-
italists. Because of the siruggle between the two syslems,
monopoly capital has to enter into {'.i“}l'[1|)l'0lll‘l.‘-.i(.‘.“i with the
workers in order to prevent them [rom embarking on the
road to revolution.

There is one more political question we should like to
ask our dogmatists.

If the real wages of workers in the U.S.A. and Britain
are lower than they were at the beginning of the cenlury,
if working conditions have worsened and are continuing
to worsen, how can they explain the fact that neither in
the U.S.A. nor in Britain have the Communist Parties yet
been able to gain a hold on the minds of the masses; tll_at
in the U.S.A. there is not even a working-class reformist
parly and that millions of workers, in S!}itl:’ of great Sf.l‘l.lf'.—
tural unemployment, vote for bourgeois parties; that in
Britain where a reformist workers’ party has been in exist-
ence since the beginning of the century, no less than six
million factory and office workers in the 1959 elections
voted for the Conservatives, who won the elections, even
though more than 90 per cenl of the gainfully employed
popliln tion live on earned incomes?

Far be it from us to belittle the enormous influence
exerted by bourgeois propaganda, the pelty-bourgeois me-
dium and the country’s history on the political behaviour
of the working class. But these ideological factors could
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hardly have such a telling influence if both the real wages
and working conditions had deteriorated in comparison with
the beginning of the century. After all, the economic posi-
tion must exert a greater influence on the political behaviour
of the working class than an ideology foreign to it.

How will our dogmatists answer this question?

Finally, by harping on the constant absolute impoverish-
ment of the working class in the highly developed capitalist
counlries, these dogmatists are discrediting Soviet economic
science abroad.

Many Marxist scholars in those countries have made a
thorough study of the working class’s position by combining
statistical methods of research with on-the-spot observa-
tion. It is interesting to note that their computalions con-
tradict the views of our dogmatists.

The figures oblained by six Brilish Marxist researchers
in conjunction with workers of the editorial offices of the
magazine World Marxist Review, provide the following data
on the posilion of the British working class?: :

Real Wages of Adult Male Workers in Industry
(1850=100)

1ot R e e N SRS e 7 19 i = 5 s 1242
48905 i v e e 166 1938 . RPN
b6 € R e £ BO60 . ol a e et ol OG0
. LU0 R I 1

These figures are greatly at odds with the picture painted
by M. Smit-Falkner, I. Kuzminov et al.
The British workers pay for this increase in real wages.
'his warrants the conclusion that much of the increase
in real wages is due to more intensive work and longer
hours.”?

But in spite of all that, the authors of the survey say:
“The increase in the real earnings of the British working

gLr

I World Marxist Review No. 8, Prague, 1963, p. 31.
2 Thid.

122

people in the post-war years can be rightfully regarded as
a major success of the labour movement.”!

In his report at the Moscow Meeting of Marxist Econ-
omists, A. Arzumanyan quoted the following figures:

Dynamics of Real Wages (weekly)?
(1938=100)

1.5, A, Britain PR 4 i France Italy ' Japan
1948 . .| 89.4 101 | 93 68 103 48,6
1958 . .| 106.8 123 132 06 121 112.8
1960 . .| U1.7 135 T (R 125 | 1271

These figures are inaccurale and should not be compared
with each other because of the different patterns of con-
sumption in the various counlries. However they do show
that since the Second Warld War real wages have grown
considerably in the highly developed capitalist countries,
and there has definitely been no absolute impoverishment.
True, labour intensity and the value of labour power have
grown too. Also, a growth in real wages is not the same as
a growth in the welfare of the workers; it is only one aspect
of the workers’ welfare, albeit an important one.

Theoretically, there can be absolute impoverishment even
when real wages are growing. This, Marx says, will happen
when the labour intensity, i.e., the expenditure of muscular
and nervous energy, etc., grows faster than real wages. But
in modern times this does not happen in the developed
capitalist countries.

L World Marxist Review, No. 8, Prague, 1963, p. 30.

2 Problems of Modern Capitalism and the Working Class, Prague,
1963, p. 59.

4 For the year 1950.

4 A. A. Arzumanyan, a prominent Soviel economisl, says (p. 60):
*...The upper limit of the workers’ living standard is determined by
the value of labour power.” This is neither very accurate nor quile
understandable, According to Marx, wages (i.e., the payment for the
value of the labour power) fluctuate around value—they can be higher
or lower than their value, depending on the conditions on the labour
market and the relation of forces in lhe class struggle, an important
factor being the organisation and fighting efficiency of the working class.
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After many years of resistance Kuzminov has finally
changed his stand on this question. In October 1963 he
wrote: “As for absolute impoverishment, neither Marx nor
Lenin ever said this was an uninterrupted process. ... The
living standard of the workers is subject to considerable
luctuation, it might rise or decline for more or less long
periods.” -

This is true. However it is strange that I. Kuzminov did
not !_hink it necessary to add a few critical words on his
previous views.

I Internalional Affairs No. 10, 1983, p. 53.

THE LABOUR ARISTOCRACY AFTER
THE SECOND WORLD WAR

The role of the labour aristocracy has been thoroughly
studied by the founders of Marxism-Leninism. But the deep
changes wrought by the development of capitalism, espe-
cially since the Second World War, have not failed to aflect
the labour aristocracy, its composition, and the sources of
ils privileges.

Under pre-monopoly capitalism only Britain had a labour
aristocracy. The monopoly superprofits of British capitalists
provided the funds ensuring its privileged position. Britain
was then the workshop of the world and, in addition to
ordinary profits derived from exploiting the working class
within the country, British capitalists garnered huge
superprofits from exploiting the enormous colonial empire.
Engels said of Britain that “this most bourgeois of all na-
tions is apparently aiming ultimately at the possession of a
bourgeois aristocracy and a bourgeois proletariat alongside
the bourgeoisie™.!

“This aristocracy of labour,” Lenin wrote, “which at that
time earned tolerably good wages, boxed itself up in narrow,
self-interested eraft unions, and isolated itself from the mass
of the proletariat, while in politics it supported the liberal
bourgeoisie. And to this very day perhaps nowhere in the
world are there so many liberals among the advanced
workers as in Britain.”? This and many other statements by

Marx and Engels, Selected Correspondence, p. 110.
V. L. Lenin, Collected Works, Vol. 19, p. 370 (ilalics mine —Y, V.).
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Lenin show that he regarded the Iabour aristocracy
primarily as a pelitical factor. {

The feature typical of the labour aristocracy is ils divorce
from the mass of workers, its desertion of the working
class and its siding with the bourgeoisie and the anti
revolutionary influence exerted by it on the mass of
workers.

The principal reasons for its betrayal of the working
class are the economic privileges enjoyed by the labour
aristocracy.

A concrete historical analysis of this phenomenon shows
that this problem is far more complicated than would seem
at first sight.

It is not only colonial superprofils which are responsible
for the comparatively good conditions of the labour aristoc-
racy and for its defection to the side of the bourgeoisie.
In economic respects the U.S.A. was for a long time a co-
lonial country. But the American workers (except new im-
migrants) were economically in a betler and more privileged
position than their European counterparts. This was
because there was practically no land rent in America, be-
cause large tracts of land were waiting to be cullivated, and
anybody having worked a few years as a hired worker
could become an independen! (armer.

The labour aristocracy, formed of while workers in lhe
colonies, stands on a different basis. The difference belween
their incomes and those of the native population (Rhodesia,
south Africa, ete.) considerably exceeds that between Lhe
labour aristocracy and unskilled workers in metropolitan
countries. Their function, too, is different. They have no
ideological influence on native workers and are bribed bv
the white capitalists solely to make them allies in their
oppression of non-white workers.

Often the bourgeoisie is supported not only by the labour
aristocracy, but also by low-paid workers, the bulk of which
has not yet been drawn into the trade union movement.
These include farmhands, workers in villages employed by
arlisans, unskilled factory workers, especially women, ete.
They are politically backward, irresponsible, badly or-
ganised and fall under the influence notably of religious
parties. They also vote for lhese parties, in other words, for
the bourgeoisie. Only a revolutionary crisis is able to
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stir them from the political lethargy into which they have
fallen.

But it would be dogmalic and wrong to believe that the
labour aristocracy always sides with the bourgeoisie. Hislor-
ical events have demonstrated that it is not only economic
conditions which determine the political behaviour of work
ers. Workers are able to suffer adverse conditions for a
very long time, in fact they even get used to them. Dis-
satisfaction is caused primarily by a worsening of condi-
tions, especially by a rapid worsening. The same also
applies to the labour aristocracy. It holds the side of the
bourgeoisie so long as its economic privileges are stable,
but, if its position sharply deteriorates, it may become an
active participant in the revolulionary struggle. This hap
pened in Hungary in 1918-19 before the establishment of
the diclatorship of the proletariat when a sharp inflation
plunged down the living standard of the workers. Skilled
workers who were receiving the highest rates reacled far
more vchemently to the worsening of their position than
did badly paid workers. They joined the Communist Parly
and often played a leading role in the fight to overthrow the
bourgeoisie. Similar developmenls were observed in the
workers’ revolutionary movement in Germany,

Attempts to eslablish the numbers of the labour aristoc-
racy are of a certain scientific interest,) but numbers do
not decide the political influence of the labour aristocracy
on Lhe behaviour of the working class as a whole in a
definite historical siluation.

The reasons responsible for that influence changed during
the course of capitalist development. In the 19th century,
workers’ skills played the decisive role. The labour aristoc-
racy consisted exclusively of skilled workers, even though
not all skilled workers were part of it. At that time the
composition of the working class was comparatively simple.

! Brilish scientists give the following figures for the composition
of the British working class (per cent):

Labour aristocracy (top level skilled workersj—about 15

Skilled and semi-skilled workers—about 45-50

Unskilled workers—ahout 35-40

ish Labour Movement. 1770-1920, A History by A. L. Morlon

ge Tate, London, 1956.

The Bri

and Geor
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It consisted of two categories (excluding supervisors):
skilled workers who had acquired their qualifications alter
three to five years of empirical study under artisans, and
unskilled workers who worked under the skilled workers.
The ideological influence of the labour aristocracy was
based on their role in production—unskilled workers could
not work without them; when skilled workers went on
strike, unskilled workers could not work.

With the development of the machine industry and es-
pecially of conveyorised and automatic lines, the composi-
tion of the industrial working class changed substantially.
The number of skilled workers became relatively small, that
of “trained” workers rose steeply, and the term of training
became much shorter. At the Ford Motor Works, for
example, il took only one day to “train” a worker. This led
to the emergence of a small layer of highly skilled workers
who had acquired their skills not empirically but at special
schools where they had been taught to adjuslt and repair
automatic lines, appliances, etc. There is practically no
difference belween these workers, technicians and produc
tion engineers.

This change can be seen by the example ol the U.S.A.
and Britain,

The Gap Between Wage-Rates for Skilled and Unskilled Work
in Britain!
( per cent)

Narrowing Differentials | 1914 1960

Engineering (weekly rates)

patternmalers’ . . . . . . . . . . 184 133

fitters and turners’ . . . . . . . 170 119
Builders (hourly rates)

Bt pled g araa e o e 150 114

Railways (weekly rates)
engine drivers’ . . .,

. 211 147

! The Economist, April 23, 1960, p. 363.
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IFor the U.S.A_ we have the following dala:

Average Weekly Earnings for Production Workers
in 25 Manufacturing Industries,
by Sex and Degree of Skillt

fa 17 \
(doiiars)

I Skilled and semi- re e I") which earnings
skilled, mal ol €l WoTrkers exc
I Bl those of unskilled workers
194 . ., 10.7 ‘ 15.0 42
1948 . 1. 50.0 ‘ 63.5 27

It will be seen that in the U.S.A., too, wages lend to
equalise even though this tendency operates excecdingly
slowly.

The data given above shows that there is a tendency
towards a levelling of the wages of skilled and unskilled
workers. This shows that the position of the labour aristoc-
racy (in the old sensc of the word) is weakening for two
reasons—the share of skilled workers is diminishing and
the pay differential between them and unskilled labour is
decreasing.

Yet in spile of this tendency there is slill a great differ-
ence between some categories of American workers. Ac-
cording to official statistics,>2 in November 1962 industrial
workers in the transport equipment branches were drawing
the highest hourly rate—2.98 dollars; those in the garment
industry, the lowest—1.67 dollars. Partly this is due to the
fact that in the former branch only about 10 per cent of the
workers are women, while in the lalter they account for
more than 80 per cent. Since the above figures give the
average for the whole branch, and there are large differ-
ences within the branch itself, it follows that some workers
in America earn twice as much as those in the low bracket.
These figures show that even though wages lend to equalise,
pay differences are still very high and a labour aristocracy
continues to exist.

1 Ilistorical Statistics of the United States, 2nd Edilion, p. 94. (More
t data is unavailable. Percentages computed by the author.)
* Federal Reserve Bulletin, December 1962, p. 1687,
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In Britain women workers are still subjected to dis
criminalion.

Weekly Wages in British Industry?

(shillings)

| | : 1050
: . |

Men over 21 : . ‘ 6o 138 ‘ 271
Women over 18 . . . . A2.06 ‘ T4.6 140

Now, as before lhe war, \\mmu are carning aboul hall
as much as men, i(lIllI”f_fli\_ , they are generally less skilled,
bul even when they are doing the same work as men, Lhey
reccive much less, In the U.S.A. this discrimination is less
pronounced.

If we approach Lhe [:w];lr‘n of .hs
a world scale we must consider mi

(excepl Negroes, Mexicans, Pue
a labour aristocracy as comp

labour aristocraey on
S. industrial workers
s, ete.) as forming
red wilh workers in other
capilalist countries. This does not mean that there is no
poverly among the U.S. working class. Even DPresident
Kennedy had to admit that more than 30 million Americans
live in poverty. These are mainly Negroes, Mexican workers.
new immigrants or homeless farm labourers who wander
from place to place, the unemployed who have exhausted
all legal sources of aid, etc. Nevertheless, the laver of
Uu'. labour aristocracy is wider in the U.S.A. today than
it was in Britain even during the period of its highest
prosperily. g

. I'he average hourly wages of workers (men and women)
in the manufacluring industry in 19612 amounted to:

! United Kingdom Annual Absract of Statistics, 1938-48, p. 116:
1961, p. 128. ' .

2 U. N. data, Wonthly Bulletin of atisti
(recaleulated into dollars at the official

ics, January 1963, p. 116
of exchange—¥. V.).
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(dollars)

0.45 0.40 0,95 0.801

We are well aware that these figures distort facts in
favour of the American workers. Computations according to
the official rate of the dollar tend to lessen the purchasing
power of West European currencies. Unemployment is
much higher in the U.S.A, than in Western Europe. West
European workers having children receive special benefils,
are given aid in case of unemployment, disability due to
illness, complete disability, ele., while in lhe U.S.A. only
a minority enjoys such benefits. But even if we evaluate
these addilions at 50 per cent of their wages, the wages of
West European workers are only a hall or a third of those
ol their American counterparts. The difference in the hourly
wage level in the American and West European manufac-
turing industries exceeds the differcnee in wages betweer
the labour aristocracy and unskilled workers in Britain at
any time in its history

That the American industrial workers are the labour ari-
stocracy of the capitalist world becomes even more obvious
il we compare their wages with those of industrial workers
in the less developed capitalist countries. U.S. workers earn
as much in a week as workers in neighbouring Mexico earn
in a month. and as much as African workers earn in two to
three months.

= % %

Where does the big bourgeoisie ol the highly developed
countries get the money to bribe and maintain the labour
aristocracy?

One often hears thal the liberation of the colonies from
the imperialist yoke has deprived, or al least considerably
decreased, the bourgeoisie’s possibilities of bribing a parl
of the workers.

In our opinion this is untrue. Only the former colonies
and semi-colonies which liberated themselves under the
leadership of the working class and the Communist Parties

L Qur estimale.




North Korea, North Vietnam, China and Cuba) and took
the road of socialist development, have succeeded in freeing
themselves from imperialist exploitation. In all other large
Asian countries—India and Pakistan, the Middle East, the
whole of Africa, Latin America (except Cuba), political
sovereignly did not bring economic liberation from the
domination of foreign capital. Britain’s eapital investments
in India doubled after that country’s liberation and profits
grew correspondingly. The overt imperialist rule of old was
replaced by neo-colonialism, mixed ecapilalist companies
were sct up, loans were granted by the World Bank. govern-
ment “aid” was extended, ctc. We are unable to give accurale
data but there is no doubt that the total capital investments
of imperialist countries in the less developed bourgeois
countries and the profits and superprofits being pumped
out of them are much higher now than lhey were before
their liberation,

The profits the imperialists derive from lrading with the
developing countries have also grown considerably because
Lhe prices of goods being exported by them have risen
steeply, while the prices of the developing countries’ staple
export commodities have dropped. In other words, the
terms of trade! become worse for the former colonies.

Lel us make an attempt to approximate the additional
tribute exacled by lhe highly developed imperialist coun
tries from the developing countries as a result of deteriorat-
ing terms of trade during the past decade.

Terms of Trade®
(1968=100)

| 1950 | 1960 | o062

: Nemy i L] - : =
Highly developed countries® . a6 103 105
99 | a5

Less developed countriest , , . ‘ 108
| |

he “terms of trade” is the export price index divided by the

import price index. i

* Monthly Bullelin of Stalistics, January 1963, p. XI.

4 According to the U.N. classification these include the U.S.A.,
Canada, the West European countries, Japan, Australia, New Zealand
and South Africa. This classificalion is nol quite accurale [or although
Spain and Portugal are West Furopean countries they cannot be
considered highly developed.

& All other eapitalist countries.
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This shows that although during the past decade the
terms of fo trade have improved by seven per cent for
the imperialist countries, they have worsened during the
same period for the less developed countries by 14 per
cent.

How much do the imperialist countries trading with the
less developed countries gain from this disparity? In 1960
(the last year for which data are available) the highly de-
veloped countries sold the less developed countries com-
modities to the value of 21,200 million dollars.! Their profit,
due to the worsening of the terms of trade for the less de-
veloped countries by 7 per cent, amounted to 1,400 million
dollars. In 1960 the highly developed countries bought [rom
the less developed countrics commodities to the value of
19,800 million dollars. The losses incurred by the less de-
veloped countries due to lhe worsening of the terms of trade
by 14 per cent (that is the buyvers’ profit) amounted to
2,800 million dollars. The tolal gain ol the imperialists thus
amounted to 4,200 million dollars in 1960 alone.

As we sce, imperialist profits from capital invesimenls
in the less developed counlries, in addilion to the huge
profils from their foreign trade with these countries, pro-
vide them with large sums of money with which to bribe
the labour aristocracy.

But large as it is, this sum is nolt enough. This can be
seen from the following comparison. Let us, for example,
lake the U.S.A., the richest capitalist couniry in the world,
and Canada. In 1961 Uniled States exports to the less de-
veloped countries amounted to 7,000 million dollars and iis
imports from them to 6.800 million dollars® Even if we
presume that their gain from the better terms of trade was
equal to that computed above (and this is an exaggeration
because the U.S.A. and Canada export a lol of foodstuffs to
those countries), it would have amounted to 1,300 million
dollars. Let us add to it the net profil on capital investments
in the less developed countries, amounting to 2,300 million
dollars.? To avoid any underestimation let us round Lhe sum
ofl to 4,000 million dollars.

! Monthly Bullelin of Slatistics, August 1962, p. XVIIL
* Ibid., March 1963, p. XVI.
48 tical Abstract of the United States, 1961, p. 865 (for 1960)
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Undoubledly, 4.000 millions dollars a year is a lot of
money. Yet even so this sum is not large enough lo
transform the bulk of the American working class inlo a
labour aristocracy. This can be seen from the following
figures.

Assuming full employment, the total sum of wages and
salaries paid by privale business in the United States
in 1951 comprised 142,000 million dollars.! The 4,000 mil
lion dollars of superprofits pumped out of the less devel-
oped countries amounted Lo only three per cent of thal
Lotal.

In 1960 the average estimated income of a [ully employed
worker in the U,S, private seclor amounted to 4,734 dol-
lars? These figures are a gross overestimalion, for they
include the income of highly paid employees and do nol
exclude losses due to unemployment, taxes and other pay-
ments. Yet it is obvious that even if the American (and
Canadian) bourgeoisie had spent all the superprofits pumped
oul ol the less developed countries on bribing ils workers,
this would have sufficed to transform only a small share of
ils 40 million slrong army of workers and rank-and-file
emplovees into a labour aristocracy.

The principal source of [unds for bribing a considerable
portion of the working class is the rapid growth in labour
productivity which is not accompanied by a corresponding
shorlening of working time. This can be shown by the
example of the growth of labour productivity in U.S
industry.

Output in Man-hours in the Manufacturing
Indusfry as a Whole?
(1947-49=100)

1947 ‘ 1950 ‘ 1955 ‘ 1960

97.6 109.5 | 125.8 | 135.7
| |
I Statistical Abstracl of the United States, 1961, p. 303 (for 1960).
* Ibid., p. 323,
' Ibid., p. 217, 1960 - non-agricullural branches of production.

According lo official statistics labour productivity has
grown by almost 40 per cent since the Second World War.!
At the same time the working week has decreased but very
little, in any case, by less than 10 per cent? The growth
in the labour productivity has not been paralleled by a
corresponding drop in prices; on the contrary, the “index
of consumer goods prices” is now 25 per cent higher than
it was in 1948 and continues to grow steadily.

All this means that American capital appropriates at
presenl a far greater proportion of the surplus product
(some 20 to 30 per cent more) than it did 15 years ago.

The rapid growth of labour productivity provides the
bourgeoisie with vast reserves with which to bribe a con-
siderable share of the working class.? On the other hand, it
creales an ever increasing structural unemployment—the
scourge of the working class,

The other advanced capitalist countrics develop along
similar lines,

Since the war labour productivity has grown consider-
ably in all industrially developed countries, while the actual

ey incl
indust

* These figures are obviously inace
ers, artis ete. The labour
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workers, but by the av

a the week by fully employed
e number of hours worked per week by
the averase working lime (full, reduced or with the
closure of enterprises taken into account) per worker. In crisis years
the statistics therefore show a considerable decrease in working time.

3 We have not heen able {o obtain concrele figures to show how
much the American bourgeoisie gains from the growth in labour pro-
ductivity. The following figures give a rough idea:

enterprises, ie

U. S. National Income Minus Incomes of Factory
and Office Workers

(in thous willion doliars)
1047 ' 1935 | 1961
70 | £07 } 120

Ur—ecorporate profils

23,6 . |
(Survey of Current Business, July 1962, pp. 6-7.)

135




working time has decreased little as compared with the
pre-war working week of 48 hours.

In 1961 the number of hours actually worked per week
was 45.3 in West Germany, 45.7 in France, 46.8 in Britain
and 48.5 in Italy.1

Even though there were several hundred thousand un-
employed in Britain during the week ending April 27, 1963,
aboul 1.7 million British workers (or 28.6 per cent of the
total) each worked an average of 8 hours overtime a week 2

The functions the labour aristocracy is expected to per
form are to safeguard the capitalist system, and disseminate
bourgeois ideology among the working class so as lo keep
it [rom Laking the revolutionary road. In carrying out these
functions, the labour aristocracy, whose importance in pro-
duction and influcnce on other layers of workers has waned
because of technological progress, is being increasi ngly as-
sisted, and even superseded, by the warkers’ bureaucracy.

After the First World War Lenin wrote: “An entire social
stratum, consisting of parliamentarians, journalists, labour
officials, privileged office personnel, and certain strata of
the proletarial, has sprung up and has become amalgamated
with its own national bourgeoisie, which has proved fully
capable of appreciating and ‘adapting’ it.”3

Today the reformist workers’ bureaucracy has become
éven more numerous and powerful. As distinet from the
labour aristocracy, members of the bureauc racy tend to be
clerical rather than production workers. The incomes of
the lower bracket of the bureauc racy are no higher than
those of the aristocracy of labour but they have the ad
vantage of not having to fear unemployment, the ever
presenl scourge of the working class. The elite of the hu-
reaucracy has an income which is as high as that of the
bourgeoisie; its way of life is also that of the bourgeoisie.
The leader of “Her Majesty’s Opposition” rececives a Min-
ister’s salary from the British bourgeois government. The

1

Monthly Bulletin of Statistics, February 1963, p. 11.

2 Dala from the Ministry of Labour, The Times, June 8, 1963. During
thal same week 98,700 workers worked part time.

3 V. I. Lenin, Collected Warks, Vol. 21, p. 250,
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incomes of the American trade union hln.\.w»_\' are .mi.uailr{‘q
those of millionaire rentiers, often reaching 100,000 dollars
a year.!

‘The workers
Iis chief detachments are: . ‘

1. The bureaucracy of the .S.-Hr‘!'.fh"-f){’{f!r;f'!'r!“(_' .pri'h"_IES:
members of parliament, the i_"t“till'-ll.'i‘ staff, 11:!:'[_\.- lul::.:h:_sn:
aries and also those state, municipal and other officials
who owe their jobs to party influence. : e

2. The trade union bureaucracy, \\'|1I1‘|‘l‘vkl:1'l.~: a 111;1‘]?1’
influence on the workers. In co-operation with the bourgeois
bureacracy in Lhe faclories, it often i‘lll!|]'tlIIH the la’[e‘n[
individual workers (within the fr:m.w\\-frrk of |I1_f\. r'ollc.u‘h.\'e
wage conlract); deciding upon who .\\-1!I lose ].n.a'..](.;_h .fllsﬁf._
who will be transferred to a better-paid job, whal 5-15315[“:;11_1—( c
will be given in the evenl of unemployment, l’|l".. If a worker
quarrels with somebody from Lhe parly Illl‘l't'.i'll}_[‘.l'il(-'._\_".{'_‘.JI'
Jeaves the reformist party, he need not fear direct Ine.;.;fm!\ c
conscquences, but if he quarrels w:!h..~;mm-inl_a:l_v ‘irm‘n‘t’m.
trade union bureaucracy, this may be his undoing. A \\‘m_ker
often cannot leave the trade union without losing his job.

Ca

; }}'11:'E’B.Ht_‘t‘é.'u"l\ has become very numerous.

mion bureauecracy signs collective wage contracts
sses: the trade union members often do no more

The trade 1
wilh the )
than endorse them by vote. :

3. The co-operative bureaucracy—also numerous— is
closely linked with the reformist party bureaucracy but
exerts a much smaller influence on the workers than the
trade union bureaucracy. "

It is difficult to eslablish how numerous !111'-‘\\‘{3:'1;m'.?
bureaucracy really is. Although in the l:\::;::" countries it defi-
nitely reaches tens of thousands. H}:l its rn)pnrt:u_w_f: and
influence depends not only on its size, for in ulc]ﬁilmnfn
the paid bureaucracy there are ]:}l‘.}.j{‘ n_um.hn-r.k;.ui m_ifxc .
trade union members who strive for paid jobs in the trade

I In the middle of February 1963 I‘!u-. New Jersey .rl"'”‘];:_ [...1‘11::‘:“1 t‘ff
Motor Transport Workers decided to raise the salary _n'l A. Ilm\-lf_n‘t;..uu‘}’.
its leader, by 50,000 dollars a year. If he had received thal |}1t.u?as:.
his salary would have amounted to IIJL{]ir_n dollars a _:_f.\.."nl'_ 1'.!..}9.(‘.“1.‘\_.
sidered 1t {’N;Je'[ﬁ{!ﬂt to refuse. (The Times, February 16, 1963; February
ok ¥ G s
_1_21.:5?}.'\ itain shop-stewards sometimes oppose the influence
by the trade union bureaucracy.

wielded




union or party appar 1
dr'ly apparaltu and thorafar 17
Pl > 4na therefore willingly fulfil all

orders given by these bodies
The principal function of the

labhnrie SEoiE
:;\;{1.:}-}%“1"‘ lhill'l‘HHt'E'.’lf'_\' is to fl:~ ".L‘l‘}IJLrjl":]:’\[‘:]I\.]dl]:r ':”“[
E: 0 strucole aoaine Ty = EMLptUs ldeology
el =-[h.“:.:[}lj-]-('!h:,'“‘. \.t _”\l;-?_r_ r_~'t or IE‘-:_l'_r'}‘iI]'l-il."}i‘\t jr].:-u]uq'\-
King 1I.-..Ti, Hn‘r;‘im;-lm ideological inxlr:u'-
- oatsare logal ¥, the repudiation of all illegal activ
|:i\L-.“[[I;::‘i:1:]'T]’if-i.\::-[-n:“'l' of bourgeois democracy :niﬂr_cli]p:;v\rli?l_
A {I[I”]“H_‘;im |15;::I‘:1If|;-:{—.; I:lb.:‘m t the .a*:_:p_ra_—rnlabs character of
.‘U?L'Er-i\'l;li‘.\isln and .-m?i-‘t{r:n::ls;lllli’i%;;ililu\rm}sm i S
~ Almost hall a century ago | e;“iu. wrote that: *(
i AL A ury ago Len e that: “Oppor
mm.“_:r];:fj’ {‘?Ir:\;.':n:I:I;’;ff;uui:m_-:.n. have ?.‘!fe same poh‘z‘ff:a!{({or:{i::’.
i ]);-(.l{.;'-wi‘,[‘l f{.” '”_.lfm: _1'el'ml_‘r_hz|f.i(m of the dictatorship
s -.lu-{‘-r :Iu.l.nuﬂffiln<_ln of rr_w.-(_yluihma1‘_\-’ action, un-
o hm”_rm“.il\i“ llji.;ziulr.i ol ,IJfaus'ge:}is legality, confidence in
‘_\'(}(‘(‘({{.('h:f”u;;r”'-'ftlIH" J:.-}cl:. 1‘;_1 confidence in the 1_)1*:':19{21{‘53[
Pk ;-;,--;',-;'.'-;r,}:!';“, ,",“: rfn"f'(‘é cr;l.r?-‘:in_z.r..rriirm ancd {")-‘E.\‘fq‘?lf:
L sh liberal-labonr politics, of Millerandism and

ments are legal activitv

“The struoele hetwan ¥ 2 ‘
et ll_;,;\l”;,{rf;\\ L.‘LI] the tw 0 main trends in the labour
socialism—1£ills the eplin et CCAISM  and  opportunist
[,{.“:i“ e \.Jl I[i_‘ 1-:1J1Ir¢|' period fqrnm 1889 1o 1914_":'
{:!lil"[“l‘.‘. of |}r.]lr11.(_v]g-qsiiijl-ljrjfr-lrl:{l fhf‘: (.-SLR‘CI'I e DUt ok the S
PRy = B¢ leology to the working class. Thic i<
:E\r::]]‘]:l‘l:‘l 1']]‘_\” |[T{'.1II1"| [Jl.‘l‘l before the First \THI:T\{V\JT[‘;\[]‘[\
now. At I-h--.[ 'l‘_:“i‘ -"l-}“' '-\'-'I'iv_[l_\' in ?.1“" class struggle as it is
!f"m}r'ru'ir';}';I Ih:lniln r-I;.-II[" :ml] existed liberal, {111[1'4“].:‘;-}1-;:'[
menl. Since Ein- ‘.;,-a.-“.! seoisie and the reformist Jabour move
World War rn-lini:-.lh-l-‘ ;}mii. ..(.g'r.m{'i&n“f' since the Second
the ]n'im-ihu.! IIIl’i:‘; J-I ‘;'“‘ !]l.'" ,('"I”“"'h have become one of
were crealed m»‘ “.? “ ‘.l{"{..lln-'lng workers. Catholic parlies
Labour Party lea r\.‘.l.”m““'““‘l' In Britain a number of
were devout {-f||‘| !.'f;“ .-\Iélf'dnn.-'|}r.l_ I‘;m'k:b"rf- Henderson-
the U.S.A. are ir,{- unen. A multitude of religious sects in
bt ying to obstruct the growth of class
Winen thepeotlo hn )
: {4 Jlf't)i] € recovered fra i + 4
World War, the ianm'_-n{-:_-L:}IJ"al‘{:’!;i]:q‘;f]}ll{{ ff;k % ll11(¢ Sm.{m,d
5 and the Church in

" : :
V. L. Lenin, Calle cled Works, Vol, 99 p- 112
. ) « 1 &

politics waned. However, even today this influence is much
stronger than it was before the First World War.

Trade union bureaucrats (at all levels) are of working-
class origin; however, in the bureaucracy of the reformist
parties, an increasing role is being played by bourgeois in-
tellectuals, Attlee, Gaitskell, Wilson—all the past three
leaders of the Labour Parly are all of bourgeois origin; the
same applies to Leon Blum, Guy Mollet, Ollenhauer, etc.
This illustrates the close links between the reformist parlies
and the bourgeoisie.l

AT

If we were asked in whal measure the bourgeoisie, with
the help of the labour aristocracy and Lhe workers’ bureauc-
racy, has succeeded in diverting the working class from
(he revolutionary path we should have to give the following
reply: the bourgeoisic has, up to now, been successful in
diverting the working class from the revolutionary path in
the rich Anglo-Saxon and Seandinavian counlries, but has
not succeeded in doing so in other capitalist counlries.

In the U.S.A.. for instance, the working class docs not
even have a reformist mass party; tens of millions of factory
and office workers vote for one of the Lwo large bourgeois
parties; the 40-vear-old Communist Party has no mass
influence, is perseculed and exists only scmi-legally.
The trade union leaders, serving the bourgeoisie, deceive
the workers and propagate anti-Marxism and anti-
communism. Identical conditions prevail in Canada.

Brilain (as well as Australia and New Zealand) has a
long-established working-class party which is, essentially,
nothing more than a second bourgeois party.= The bour-
geoisie is not afraid of periodically handing over to il the

reins of government, knowing full well that this does not

I This does not mean that the leaders of the lrade union bureaue-
racy are less obedient servants of the bourgeoisie, The British bour-
geoisie still lauds Bevin as a great statesman, After Gaitskell’s
death the British bourgeoisie supported not Wilson’s but Brown’s can-
didature as leader of the Labour Party.

2 Typical of the bourgeois spiril peryading this party is that Labour
M.P. Jay recently suggested thal the name of the Labour Parly he
changed hecause many voters considered it embarrassing to vole for
rnated,

1 purly so desi
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constitute a threat to the capitalist system. In Sweden the
Social-Democratic Party has held office contin uously for the
past 25 years—either alone or in coalition with other bour-
geois parties—and has ruled the country without detriment
to Sweden’'s capitalist system. Communist Parties still do not
constitute an important factor in the political life of those
countries,

In these countries, the state Lenin described as the pre-

requisite for revolulion, when the bourgeoisie is no longer

able, and the proletariat no longer willing to live in the old
way, has not as yet set in, despite mass unemployment in
the U.S.A. and Britain.

True, in the U.S.A., there are long and stubborn mass
strikes, which are oflen regarded as an expression of the
revolutionary frame of mind of the American working class.
But we believe that, in the present conerete historical
conditions, this is a somewhat hasty conclusion.

During times of revelution, long mass strikes are a
symptom and simultancously a factor for the inlensification
of the revolutionary struggle, a sign thal the workers refuse
to live under existing condilions. Yel the mass strikes in
the US.A. today only prove that the workers consider
themselves strong enough to resist the worsening
of their position due to the constant growth of consumer
goods prices, and resort to strikes fo improve their condi-
tions within the capitalist framework.

The fact that these strikes are often headed by rabid
anti-Communists, by champions of capitalism, is vivid proof
that they are not a threat to the capitalist system in the
U.S.A. The Kennedy administration has several times (for
example during the iron and steel workers' strike or the
dockers’ strike) even found it expedient to intervene in the
strike on behalf of the strikers to safeguard the interesls
of the big bourgeoisie as a whole. The American bourgeoisie
is still able to rule by the old methods. and the bulk of
American workers (and also British, Canadian, Australian
and Swedish workers) still prefer to go on living as they do.
For the time being the labour aristocracy and workers’ bu-
reaucracy in these countries are still managing to cope with
the tasks entrusted them by the bourgeoisie.

But this does not apply to France and Italy, where the
reformist workers’ movement is much smaller than the
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communist movement., and where lhe Communist |

exert a strong influence on the trade union movement. I'_\'rn‘
though the reformist and Catholic parties have \Hm'f.‘il‘nlt‘t;
i the workers and some trade nmons,

in alienating a part of _ trac 0
proletarian .".-mi'tr.'im‘ii_\' generally oulweighs HEl.‘I‘.'III.!L'IllrJI‘_L[l'(il
differences and in large slrikes even the r!|.~.~|.[f-ni 1rl‘n‘(lv
unions co-operate with the communist trade unions. lh{_-
mass strike of French miners in March \l€!l}::, ‘\\'h!-"ll was
supported by practically the whole of Frances \\_a:fl\.131é{l
class, had (irrespective of its outcome) quile a differen
political nature to the mass sirikes in the U.S.A.

The above shows that in the richesl capitalist (‘{!Ill'l‘l.]"H"S
Lhe big bourgeoisic is still able to bribe wide layers of ﬂ‘ji?
labour arisloeracy, and with Lheir help and that ni‘ the re-
formist workers’ bureaucracy, has so far .\Illt"{'.t'.l‘t[l‘{i in lc.qt.:p—
ing mosl of the workers on ils side. But l|l':.‘i s a Li'élili\lt‘.l?.l
state of affairs. The developmenl of Lhe revolutionary \\‘ml\-
ers’ movement will obviously follow Lhe ;::‘11]1'-1'1.}.[_1{ _l‘h{:‘
working-class movements in Ilaly, France, etc,, which aim
to destroy the influence of the bourgeoisie




THE I'LOW OF CAPITAL DURING TIIE LEVELLING
OF THE RATE OF PROFIT. RATE OF PROTIT
UNDER MONOPOLY CAPITALISM

Marx states that the constant flow of capital from branches
yielding a lower than average rate of profit to branches
with a higher rale of profit tends to equalise the rale of
profit in the various branches of production.

ITe wrote that “. .. capital withdraws from a sphere with
a low rate of profit and invades others, which yield a higher
profit. Through this incessant outflow and influx, or, briefly,
through its distribution among the various spheres, which
depends on how the rale of profil {alls here and rises there,
il creates such a ralio of supply to demand that the average
profit in the various spheres of production becomes the
same. ...

Textbooks on political economy generally repeat this for
mula. Take the one edited by K. V. Ostrovityanov, for
example, which says that “in pursuit of higher profits cap
ital flows from branch to branch, and this resulls in the
establishment of an average rate of profit. . .2

In reality however, and especially in present-day condi-
Lions, the flow of capital from one branch to the other is a
Far more complicated problem than Marx’s general formula
seems to indicate. Developing this idea, Marx himself (as
will be shown further in the essay) modified his general
formula. By the flow of capital Marx understood changes in
the distribution of the aggregate social capital in its func

' Karl Marx, Capilal, Vol. IIL, p. 195.

* Politicheskaya ekonomiga (Political Economy), Texthook, 4th
tuss. ed., Gospolitizdat, 1962, p. 154, iy
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tion of industrial productive capital. When an industrial
capitalist sells his factory to another capitalist, he with-
draws his capital from that branch. But this does nol effect
any changes the distribution ol the aggregate social capi
tal and has no influence on the formation of the rate of
profit, since this capital is replaced by an equally large
capital belonging to another capitalist. This is also true of
share transfers. Transactions in “‘paper duplicates of real
capital” are also unimportant in this conneclion, for they
too bring no real changes in the distribution of productive
rapilal. Changes in the ratio between the sum total produc-
tive and sum total loan capital arve also immaterial.

If an industry or an individual enferprise is using loan
capital for which it has to pay out a certain part of profits
in inleresl, it makes this payment after the average rate of
prolit has formed. Only changes in the distribution of pro-
ductive capital belween dilferent industries allect the rate
of profil.

Let us study lhe flow of capital in greater detail. The flow
of eapilal from one branch to anolher was no preblem under
capitalism of the free competition cra analysed by Marx.
At that time there was no fundamenlal dillerence between
this {low and the foundation of a new productive enterprise
or the extension of an already exisling one, i.e., the lrans-
formalion of money capital into conslant capital (both fixed
and circulating) and variable capital, since the establish-
ment of a new enlerprise brought wilh it an expansion of
production and an influx of capital to an already existing
branch {the rare exception being when the production of an
enlirely new article was undertaken). The ouiflow of capital
is a far more complicated matter. The oulflow of circulating
capital poses no problems—raw and auxiliary materials are
processed, finished goods sold and the variable capital
assumes a monetary form and can be invested in some other
branch of production. But the oulflow ol lixed capital is a
far more complicated matter—some buildings and power
installalions could be used in another branch, even though
this would involve considerable additional outlay, bul what
of equipment? A sewing machine will do nothing but sew,
a lurning lathe is good only for turning, a ship can only
carry loads over water. The outflow of capilal is therefore
invariably linked with the loss of a part of il
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Marx saw this clearly: “Yel wilh respect to each sphere of
actual production—indusiry, agriculture, mining, ele.—Llhe
transfer ol capilal from one sphere to another offers consid
erable difficulties, particularly on account of the exisling
fixed capital.”!

In Marx’s lime the share of fixed capital in the total
capilal of industrial enterprises was relatively small since
technology was still on a comparatively low level; and the
share of Department II in indusiry was much higher than
that of Department I.

But even in Marx’s time there were branches of economy
from which an outflow of capital was practically impossible.
The railways, for example, involved capital investments
which in those days were considered huge. In the railways
the share of fixed capital is very high in comparison with
that of circulaling capital invested in raw and other mate-
rials, and has a form that makes it useful only in railway
transport—rails and sleepers, bridges, station buildings,
engines and cars are useless in any other branch, except for
Lhe small amount thal could be recouped as serap, The same
applies also lo waler transport.

In many cases the capitalist has only one way out—Ilo
export the equipmen! he no longer wants (engines, cars,
ships) and lo invest the resulting money in another branch.
This will lead to an ouiflow of capital from that parlicular
country, but nothing will have changed in the capitalist
system as a whole—there will have been a geographical
migration of capital but not a flow of capilal from one
branch of production to another.

[t is not hard to see that nowadays the flow of capital is
connecled with far greater difficulties than it was in Marx’s
time. First, because technological progress has brought an
enormous growth of the share of fixed capital in the aggre
gate capital, both in individual enterprises and on a world
scale. Secondly, from the moment the enterprise is estab-
lished, the fixed capital is adapted for production only in
that partlicular industry. The buildings and plant of a modern
chemical works can be used only in the chemical industry.
An iron and steel works can produce only metal. The equip
ment of a modern motor works is adapted only for conveyor

I Karl Marx, Capital, Vol. 111, Mescow, 1966, p. 208.
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production, its automatic lines are no more than a heap
f scrap if they cannot be used for the production of cars.
This is true of most modern large enterprises. The flow of
capital would entail enormous losses and become respon
sible for the bankruptcy of enterprises.

This naturally poses the following question: was Marx
wrong when he said that the flow of capital tends to equal-
ise the rate of profit?

No, he was not. Marx used his usual dialectical method of
investigation—he first solved the problem in its most
general form, and then worked it oul in greater detail. He
says that, “the general rate of profit is never anything
more than a tendency, a movemenl to equalise specific rates
of profit. The competition between capilalists—which is
itsell this movement loward equilibrium—consists here of
their gradually withdrawing capital {rom spheres in which
profit is for an appreciable length of time below average,
and gradually investing capilal into spheres in which profit
is above average. Or it may also consist in additional capital
distributing itself gradually and in varyging proportions
among these spheres.”’!

The words given in italies show that the flow of capital
tends to equalise the rate of profit. The oulflow of capital
is rare and is connected with huge losses. It would be more
correct to say that the oulflow of capital takes place when
a business has incurred losses for a number of years and
when the fulure, too, promises no profits.® The tendency
towards the levelling of the rate of profit expresses ilself in
the gradual distribution of newly invested capital in differ-
ent proportions among the various branches in conformity
with the rate of profit they offer to the investor.

This applies in equal measure to pre-monopoly and
monopoly capitalism. But, under capitalism of the free
competition era, the influx of additional capital was
unrestricted, while under monopoly capitalism this influx
runs up against a number of new obstacles. The monopolies
already existing in the given branch are able to expand their

i Karl Marx, Capital, Vol. III, p. 366 (italics mine—Y. V.).

2 After the Second World War many shorl-distance railway lines

were closed down in Britain because they could not compete with
road [ransport.
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enlerprises by invesling additional capital if this expansion
does nol endanger monopoly prices, and raise the size of
tolal profits. But the investment by other firms into branches
controlled by one or several monopolies, united in carlels
and trusts, runs up against strong oppesition. The monopo
lies use various means to obstruct competitors, for new
enterprises could endanger monopoly prices. The means
they use for that purpose are known to the reader both
from Lenin’s works on imperialism and from everyday
life. We shall therefore only touch upon the question in
passing,

The primary obstacle to creating new enterprises in
monopoly-controlled branches is the vast amounl of capital
necded Lo build a modern enterprise. It is very difficult lo
raise so large a sum without turning for help to lhe big
banks. In vicew of the close links existing belween these
banks and the monopolies, the ruling finance oligarchy is
generally apl to refuse this help. New enlerprises can be set
up in the monopoly-ruled branches (apart from enterprises
belonging to these monopolies) only as a result of an inva-
sioun of the new monopolies into a branch controlled by the
old, i.e., as a result of a war between them,

The investment of new capital is also obstructed by the
facl that the exisling monopolies conlrol the raw material
sources and monopolise production by a ramified system of
patenls. All this we know from Lenin’s works,

A new faclor is stale intervention, which is a character-
istic of state-monopoly capitalism. In most highly developed
capilalist countries the state has the right to intervene in
some form or other when large enterprises are set up, and
it uses this right in the interests of monopolies.!

The above shows that while the influx of capital into
monopoly-dominated branches is so difficult that it is prac
tically impossible for outsiders to penetrate into them. the
monopolies, on the other hand, can easily invest new capital
in non-monopolised branches, driving weaker compelitors

' Owing to the enmity of the masses against the monopolies, which
jack wvp prices, the stale from time o time proclaims (with a lot of
horn-blowing) “strict measures and laws” against monopolies. This
happened in the US.A. But the American monopolies suffer from
these laws as little as the West German monopolies do  from the
“decarlelisation” proclaimed by the Wesltern occupation powers.
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oul of business by conducting a “price war”, i.c., by first
undercutting their competitors and then, having ruined
them, establishing high monopoly prices and drawing high
monopoly profits.!

The above poses the question: to what extent does the
tendency towards the levelling of the rate of profit promote
the formation of a single rate of profit under present-day
state-monopoly capitalism?

This question will be answered further in the essay.

The tendency of the rate of profit to fall operales inde-
pendently of the tendency for the formation of an average
rate ol profit as a result of the flow ol capital.

From a purely theoretical point of view Lhe existence of
this tendency cannot be denied. Undoubledly, the decrease
in the share ol variable capital in comparison with fixed
capital must cvolve a tendency for the rate of profit to
decline. But unfortunately we have no figures to substantiate
this theoretical premise. Bourgeois statistics do not give
reliable data aboul the aggregate social capital functioning
in the various spheres of produclion, nor about the tolal
surplus value (profit) being appropriated. The income tax
returns being published are deliberalely minimised. This is
done by exaggerating deprecialion and by olher methods of
creating “hidden”™ reserves.

1 A comparatively recen! phenomenon in the activities of the mo-
nopolies is diversification. This means (hat the monopolies use newly
accumulated capilal to take over enterprises for the furlher proc ssing
of their output, or fo ensure them with raw malerials; for the produc-
lion of packing materials; for the direct sale of goods to refailers,
bypassing intermediate links, or set up their own retail networks, elc.,
in an altempt to expand the market for their main products and to
achieve a better rate of equipment utilisation.

The diversilication enables the monopolies to dislribute ecapital
among different branches of production and decrease the losses con-
nected with the closure of some of (heir enterprises. But it does not
eliminate the losses a given monopoly sustains when it transfers its
fixed capital from one branch to another.

Alongside this diversification we obscrve the opposite tendency—
American motor monepolies buy parts from other enlerprises (often
financially dependent on them) and themselves merely assemble the
parls produced by hundreds of suppliers,
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The decline in the rate of profit cannot be calculated
directly.l

'he decline in the rate of profit is also restrained because
an increasing number of capitalists refuse fo invest money
in production (direct profits), but prefer to net a lower but
more certain profit by investing money into bonds, privi
leged shares with a fixed dividend, etc. This means that a
partof the aggregate profit assumes the form of interest. That
part of the functioning industrial capital yields a rate of
profit below average, while the other part yields a rate
above average. This shows that the rate of profit would
be lower if there were no loan capital and the total profit
were distributed evenly over the aggregate capital.

This was noted by Marx, who wrote that “in stock
companies the [unction is divorced from capital owner-
ship. . .. Since profit here (in large stock companies.—Y.V.)
assumes the pure form of interest, undertakings of this sort
are still possible if they yicld bare interest, and this is one
of the causes stemming the fall of the general rate of profit,
since such undertakings, in which the ratio of constant
capital lo the variable is so enormous, do nol necessarily
cnter into the equalisation of the general rate of profit.”?

Under monopoly capitalism the distribution of profits is
greatly modified, and, as is shown below, the problem of the
average rate of profit becomes even more complicated.

& ® *

The above difficulties obstructing the outflow of capital
and the influx into monopoly-dominated branches poses the

! Before the First World War we had already made attempts to
show the decline in the rate of profit by indirect methods, We pro-
ceeded from the fact that capilalists have a choice of investing money
into indusiry and nelling a direct profit, or into gilt-edged securities,
such as British Consolidated Annuities or French Rents, which pay a
fixed interest. If the rate of profit were to decline steadily over a fi‘mg
period, there would be a corresponding inerease in the quotations for
government bonds. Since this did not happen we ean presume thal
before the First World War the rate of profit did not decline. We
avoid using the word “‘proves”, for our reasoning does not lake into
account the influence exerted by many other factors. This indirect
method cannot be used for the period following the Second World
War because of the numerous and repeated inflations and currency
stabilisations,

* Karl Marx, Capital, Vol. I1I, p. 437.
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following question—to what extent does the tendency
towards the levelling of the rate of profit operate under
modern monopoly capitalism? b

Before replying to that question, let us make the follow-
ing two qualifications:

1. The rate of profit made by the monopolies is higher
than the average rate of profit for non-monopoly enter-
prises. Indeed there would be no sense in r.*.st:i}ﬂishiimg
monopolies if they did not ensure a higher rate olj profit.

2. Monopoly capitalism, as was repeatedly underlined by
Ienin, does not remove anarchy of production and compe-
tition and does not result in the formation of an all-embrac-
ing monopoly, as believed by Hilferding. This means that
there is no constant and clearly defined limit between
monopoly and non-monopoly enterprises. ('1‘:-|1--I.nl.u and trusts
form and disintegrate. A monopoly controlling a branch can
losc its monopoly hold because of the penetration into that
branch of an outsider. Technical innovations sometimes
undermine the monopoly positions of enterprises. The eco-
nomic seclions of leading capitalist newspapers report such
things every day. The distinction befween monopolies and
nrm-mr}nopbh’est and hence beiween the monopoly and
average rate of profit is unstable and cannot be clearly
defined.

Yet there are exceptions to this rule. In every highly
developed capitalist country there is a group of giant enter-
prises which have an enormous fixed capital and huge
internal reserves. Here are a few figures about some of the
largest monopolies. In 1963 the profits of General Motors
amounted to 1.592 million dollars.t This is equal to almost
half of Austria’s national income. Or to take another
example, in 1964 the American Telegraph and Telephone
Company intends to spend 3,250 million dollars on u‘mdm‘i.]—
ising its enterprises? Such giants do not fear economic
crises, nor do they fear competitors. Their monopoly profit
~annot be halted by crises of overproduction or political
upheavals within the capitalist framework, nor by wars and
inflation. Technical innovations are also unable to under-
mine their position, for they control all scientific research
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;mrf.i inventions in their fields of activitv and protect them
seives by an all-embracing system of patents. Other compa
nies belonging to the group of giants are [h: Standard :j)r'l.
Co., ”“. Pont’s General Motors (_im'p(_n'aiim1.- (.'iniis':]! ‘*‘et'!h"'
Steel Corporation, efc., in the U.S.A.: Shell l'nillm-‘-' 5.
l!]l]ﬂ'i‘lz.ll Chemical Industries, ete., in Bri[a-in.' r.!u'- IH(I?‘
l‘;?rlujumllmiri(- and Krupp in West Germany ‘I)urin'f-thrv.
crippling 1929-33 crisis a number of German "L';rf-}qu'u‘:l'v
“f"“? some financial speculators like Samuel TI'I‘;lll.”‘il‘I*TIII-l!'.
U.SA. and Ivar Kreuger in Sweden went bankrupll'- but even
| hal crisis was unable {o undermine the position nfﬁlh-e gianl
:mlu:\'!ra:ll monopolies. As regards political 11[)11(-“21-"1“ x\:?l [lfl
IIJu-. framework of the capilalist system, there i‘l'izi ije(*l oo
j\{l-‘!l]f:”]m.m;” change in Krupp’s position 111?1-(“’1' (\-"I';"illl.vll:nnil
LY, 5] : i P 2 '- . - A i
' nid 1;:!’1;:“11‘3-[]” Weimar period, Hitler's regime, or Adenauer
It ay i_ml?n.wi_hh-. to establish stalistically the share of
monopolics in the economy or to compute the si?énhf e
oly profits. The following data on the U.S -\l "fi.veqnfmn-“[-’.
approximate picture!: : S S

Thous. million dollars, pre-tax

Profits of non-corporations Corporation profits

; : 9.6

| 7 | 6.4

TNl ) ; [ 26.4

$9600 L i 5 [ 47.0
R ‘ 45.0

1.1 7] A aro 1 spae | oe 3 1
o '”f“_ We are inlerested only in comparing the profits of
on-corporations with corporations (joint-stock companies)
W f’]“}"” ignore the devaluation of the dollar °
ese figures (excluding those f: 392)
! s (e 10se for 19392) tell the | r
g i 394} tell the follow-

If' :;-'mr!r'rf .\‘!:m-.\-, Economie Report of the President, 1961, p. 138
X _-|:-Ifi:-|,:,\-l i]::alriu ]l“.”h.h; u.l l_h{- owners of nun-('urprnm[i;ms farm
”m,“ I”.i. “_. b ¢ I.IIJl.‘n, I[-IW_‘-['F':-., r_[m:t-_:n's: etc.—dropped less sharply

( 10s¢ of Jrll.‘lf stock companies, many of which | st their
monopoly positions during the erisis and (l(‘]_’JI‘(‘SSI'vON o S
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i. The profits of joini-stock companies grew quicker than
those of individually-owned enterprises. This was due partly
to the constant transformation of individually owned enter-
prises into joint-stock companies.

2. The distribution of profits changes slowly: even in 1960
four-ninths of all profits were made by non-corporations
and five-ninths by joint-stock companies. It can be assumed
with a high degree of certainty that the actual profits of the
joint-stock companies were higher, since they have more
opportunities than individual enterprises for creating hidden
profit reserves and for evading taxalion.

With an even higher degree of probabilily we may assume
that all monopoly profits are « part of the profits of joint-
stock companies. True, there are also monopoly non-corpo-
rations like the Ford Motor Company (before ils transfor-
mation into a joint-stock company) and Krupp in West
Germany. But these are extremely rare exceplions and we
need not consider them.

Of course, not all joint-stock companics are monopolics,
in fact, quite a few are nol. We do nol know how the aggre-
gate profit of joint-stock companies is divided betwecen
monopoly and non-monopoly cnterprises. There are no
statistics (and cannot be) to show us this division, for the
line between monopolies and non-monopolies is unstable
and conslantly changing.!

In any case the above material shows that the share of
joint-slock companies of the non-monopoly type accounts
for about 35 per cent (this. we emphasise, is an approxima-

1 If we assume that in the U.S.A. all joinl-stock companies with a
capital of 50 million dollars and up are monopolies., which is probably
close to the truth, we can give the following data for 1959 (in thousand
million dollars):

Profits of all joint-stock companies . . . . . 38
including those of joint-stock companies with a
capital of $50 million and wp . . . . . . . 24

(Statistical Abstract of the United States, 1961, pp. 487-88),

The substantial discrepancy between the figure for U.S. corpora-
tion profils for 1959—$47.000 million (according to lhe Reporl of the
President) and $38,000 million (according to the Stalistical Abstract)
is explained by the fact that the latter source gives “taxable incomes”.
This by the way shows that one-fifth of corporalion capital is officially
exempted from laxes. In reality the share of the non-taxable profits
is even higher,
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tion) of the total corporation profits. Such is the structure
of the monopoly profits in countries where the specific
weight of the monopolies is very high. The figures for 1959
given below afford an idea of U.S. corporation profits!:

'000 million dollars

Total corporation profits . . <« 5w e =i o v s 47.0
Profits of 500 largest corporations . . . . . . . 12.0
Profits of 100 largest corporations . . . . . ., . 3.2

This shows that the 500 largest companies are collecting
a quarter of the profils of all joint-stock eompanies, and the
100 largest—one-sixth,

The annual survey published by Fortune magazine gives
a somewhal more concrete picture of the dislribution of
profits in U.S. industry. It says thal 57 per cent of Lhe
annual sales of industrial outpu* falls to the 500 largest
companics. They collect about 72 per cent of industry’s tolal
profits.2 This means that the Imo’a st enterprises sell their
goods at a higher profit than small firms. But this does not
mean that their profit reduced to actually invested capital,
i.e., their rate of profit, was higher in the same proportion.
This would happen only if the invested capital per dollar of
sales was equal for all enterprises, However we can assume
with cerlainty that the organic composition of capital is
above average in giant enterprises and that the ratio be
tween their total capital (fixed plus circulating) and the sales
volume is also higher. The difference in the rate of profit is
therefore as great as the difference in profits compared with
the sum of sales.

In 1960 the net worth of the capital of the 500 largest
companies was $115,000 million, their net profits amounted
to $11,600 million, i.e., they made an average profit of 10
per cent, which is undoubtedly above the average netted by
non-monopoly enterprises. : i

At the same time it would be entirely wrong to regard
these ten per cent as the average monopoly profit. We have
shown above that between monopolies there is not any, or
hardly any, migration of capital. Henece there is also no

b Stalistical Abstract of the United States, 1961, p. 482,
2 Fortune, July 1961, p. 167.
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tendency towards the formation of an average monopoly
profit.t

This can also be seen from data published by Fertune
magazine. The highest profit on invested capital—43.4 per
cent—was made by a comparatively small firm which
accounted for only 1/;5 of the total sales. Some giant
corporations made a profit of less than ten per cent, 24 firms
out of 500 showed losses, including Lockheed, the huge air-
craft producer, which was no less than $43,000,000 in the red.

We should like to point out that the “net worth” of capital
(essentially the subscribed share capital) given in the quoted
slalistical data by no means coincides with the capital
actually invested. If a company shows too high a profit in
comparison with its share capital it has to pay very high
dividends. This is not profitable when wages are negotiated
and tax relurns are submitled. For this reason the size of
the share capital is being artificially boosted without new
capilal investments. This is done by transforming old shares
into new ones, of double or even quadruple the nominal
value, or by issuing no par value shares. This makes the rate
of profit and dividends appear lower, while the sum of
distributed dividends remains the same or even increases.
Identical profits on the subscribed share capital may there-
fore yield different rates of profit when reduced to the
aclually invested capital.

A study of the whole financial history of individual giant
corporations from the moment of their foundation (take the
Alcoa, for example) will show that the capital actually in-
vested is comparatively small, and that the dividends on this

capital are fantastically high. Capital, as has been shown
by Marx, consists wholly of accumulated surplus value,

W

The profits made by the monopolies consist theoretically
of two components: the average profit on the capital and
the monopoly superprofit exceeding that average. We do not

1 le:e figures indicate also the monstrous exploitation of workers.
The total profit of the 500 largest corporations amounting to $11,600
million was produced by 9,178,511 factory and office workers, Hence

every worker gave a profit of $1,250. As will be shown further in the
essay, parl of the profits, consists of appropriations of surplus value
ated in non-monopoly enlerprises. The above figure for the labour
ns of employees who do not create surplus value.

ce includes mill
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and cannot know the concrete magnitude of these parts,
since we are dealing with a tendency that is constanlly
changing under the influence of many economic faciors.

We may now ask the question: what is the economic
essence, the economic source of monopoly superprofits?

The usual explanation is that the monopolies are estab
lishing high prices for their commodities and are making
superprofils at the consumers’ expense by jacking up prices.
This is true only if we confine ourselves to studying compe-
tition. But this slatement contradicls one of the fundamental
tenets of Marxist economic theory, according lo which under
capitalism the total sum of values must be equal to the total
sum of prices (provided, of course, that money is stable).

The assertion one often hears about monopoly profits be-
ing based on the purchase of labour power at a price lower
than that paid by non-monopoly enterprises is also theoret-
ically unfounded. This would mean that monopoly capital
always pays for labour power less than its value. This
slatement conlradicts the basic teneis of Marx’s law of
labour value, according to which all commodities, including
labour power, are sold al value, even though prices
constantly fluctuate around the value.

Under capitalism lhere is a tendency for wages to dip
below the value of labour power. Marx wrole that “in the
chapters on the produclion of surplus-value it was constant
Iy presupposed thal wages are at least equal to the value
of labour-power. Forcible reduciion of wages below this
value plays, however, in practice loo importanl a part for
us not to pause upon it for a moment. It, in fact, transforms,
within certain limits, the labourer’s necessary consumption-
fund into a fund for the accumulation of capital.”!

This tendency, which was strongly pronounced in Marx’s
time, is still operating today in the developing countries.
But in the highly developed countries it is opposed by a
number of counter-tendencies, such as the power of the
trade unions, the bourgeoisie’s fear of the working class al
a lime of conflict between the two systems, the activilies of
the Communist Parties, ete,

The assertion thal monopoly capital buys labour power
more cheaply than non-monopoly capital is not borne oul
in practice. This can be seen from Lhe following:

" T Karl Marx, Capital, Vol. 1, p. 599.
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1. In all highly developed capitalist countries workers in
small enterprises are constantly striving to obtain jobs in
large enlerprises.

2. The wages of workers in highly monopolised branches
are higher than those of workers in the non-monopolised
branches. Below are some figures pertaining to the U.S.A.

Official Average Weekly Wages!
(1960, in dollars)

Non-meonopolised or relatively

Highly monopolised branches non-monopolised branches

Motor industry . 115 Clothes industry . . . . 48-69
Iron:-and steel ..., . L T8 Tobaceo industery . . . . 53-80
Inorganic chemistry . . ., 115 Carpentry output . . . . B6-81

The difference is to a great extent due to the larger share
of women working in branches of the second group, ¢ven
though the wages of men, loo, arc lower in them.

A similar survey by the British Ministry of Labour shows
the difference in the earnings of workers in Britain’s metal-
working indusiry, depending on the size of the enlerprise
(figures include overtime and other additions, and do not
exclude taxes and various payments—this, however, does
not aflect the ratio).

Workers’ Remuneration in Big and Small Firms?
(average weekly earning, in shillings)

i Workers on time .1'.111: \\’Ir;r.l{urs on I_Iiecu- “Is
Sige of irm am:oqdim: to o - E E = = ,_3
: G .- = T o =
number of employees E E 3 % E :ﬁ Z
C E'w : 3 ga &
5 | &8 | B £ [ &8 | B
S| e e e 1 s e S et e PR e B B X R B Sl LN St e
100-499 . . . . ., . . .|B35.7(279.4(243.0|340.3|301.0|262.8
800 and up . , . . . . . ,[383.8/339.0|264.8|374.0(341.0|269.1
Average for all enterpri 354.2]216.6 | 253.81362.2 [ 331.5(265.9
L Statistical Abstract of the United States, 1961, pp. 220-22.
2 The Economist, June 1, 1963, p. 922,
155

=T £
[T VAT



It should be emphasised that the nominal weekly wage
of fully employed workers does not correspond to the sum
the workers are aclually receiving: high taxes and social
security payments, chronic unemployment, etc., lower wages
substantially. Bul this does not influence the difference in
the workers’ weekly wages. The intensity of labour is higher
in heavy industry than in light industry, although in light
industry, too, steps are taken to speed up production, and
the lower piece rates raise the tempo and create whal is
aptly described as the “sweating system”. Yet, in spite of all
that, it is very difficult to believe that the American monop-
olies, paying often twice as much as non-monopolised
enterprises, are buying labour power below its value.

In spite of higher wages, the rate of exploitation may be
higher in monopoly than in non-monopoly branches, if the
difference in the level of labour productivity and labour
intensity in monopoly enterprises is higher than the diffe-
rence in the remuneration of labour.

In view of the enormous economic and political might
of modern monopoly capitalism, it is easy to draw the
conclusion that the largest monopoly companies are able to
force workers to agree to any terms they may choose to
provide. In realily this is not so, as proved by the periodic
and often prolonged strikes for wage rises in the highly
developed monopoly capitalist countries. In analysing the
relation of forces belween the monopolies and the trade
unions we should bear in mind that:

1. The larger an enterprise the higher is the organic
composition of its capital; the smaller the share of expendi-
ture on wages in the total production outlays, the larger the
losses it incurs from stoppages resulting from wage conflicts.
As technology and especially automation develop, the more
important this rule becomes.

2. Intensive and long struggles for wage increases have
also a political significance, for they worsen the relations
between the bourgeoisie and the proletariat, and intensify
the class struggle. In the cold war era this is entirely unde
sirable for the big bourgeoisie. The common interests of
the capitalist class clash with the interests of the individual
monopolies trying to diclate employment conditions to their
workers. The explanation of monopoly profits by an in-
creased exploilation of workers in monopoly-owned enter
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prises should not be regarded as a general law although in
some cases this may be true, particularly for monopolies in
economically underdeveloped countries where extremely
low wages are paid te native workers.

A Marxist analysis of the essence of monopoly superprofits
requires the application of methods which are no less con-
sistent than those Marx applied in his analysis of profit.
While such an analysis remains abstract, we can presume
the existence of a pure capitalist society consisting only of
capitalists and workers, and all capitalist countries can be
considered as a single market, i.e.,, we can ignore foreign
trade. All profit in such a society—both average and monop-
oly superprofils—is but another form of surplus value.
There is no other source of profit except surplus value. The
size of the surplus value determines the size of the aggregate
profit—the latter cannot exceed the former.

This theoretical assumption leads to the conclusion that
in a pure capitalist society monopoly superprofits can evolve
only as a result of an irregular distribution of the aggregate
surplus value or aggregate profit, i.e., a distribution accord-
ing to which profit does not correspond to the amount of
capital invested. There can be no other source of monopoly
superprofits. Since monopolies make a profit above the aver-
age rale, mon-monopoly enlerprises are making profits
which are lower than they should receive in proportion to
their capital.

The redistribution of the aggregate profit in favour of the
monopolies is effected through the mechanism of prices:
monopolies are able to sell their goods al prices which are
higher than the price of production, while non-monopoly
enterprises are forced to sell theirs at a price below the price
of production, But the sum total of prices is equal to the
sum total of values, just like the sum total of surplus value
is of necessity equal to the sum total of profits.*

In passing to a concrete analysis we must bear in mind
that modern capitalist society incorporates not only capital-

! From time to time some monopolies (and monopoly capital as
a whole) enrich themselves by a further centralisation of capital: they
swallow up enterprises in financial diffieulties through mergers, etc.
But Lhis occasional appropriation of capital is not a component part
of regular monopoly superprofits.
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ists and workers but also millions of small independent
commodity producers—poor and medium farmers and arti
sans, They, too, have a part to play in the formation of
monopoly profils. The relation of prices established by the
monopolies—high monopely prices on commodities bought
from monopolies and low prices on commodities sold to
them—forces small commodity producers to hand over parl
of their profits to the monopolies.

A more delailed analysis should also take into account the
geographical location of capitalism. Monopoly capital is
almost complelely concentrated in Western Europe, North
America and Japan. In other capitalist countries monopolies
in the embryonic stage are found on rare occasions among
the local bourgeoisie, like the Tata concern in India. The
Latin American, African, and Asian capitalist counlries are
essentially economically less developed and their economy
is based on millions of small independent owners: farmers
and artisans. This division into monopoly capitalist and less
developed countries is simultancously a division into indu-
strial and agricultural countries. About 90 per cent of the
capitalist world’s industrial output is to this day concentrat-
ed in Western Europe, North America and Japan, The trib-
ute exacted by the monopolies from small commodily
producers through unequivalent exchange flows first and
foremost from the less developed countries to monopoly cap-
italist countries. The political liberation of the colonies has
as yet wrought no changes in this respect. The fact that this
tribute is being exacted can be clearly seen from the increas
ing diflerence between prices for raw materials and food-
stulls on the one hand, and industrial goods on the other.!
The unequivalent exchange is a means by which rich

L In 1960 the price index was:
(1958 =100)

Export : Import

Highly developed capitalist countries , . . . 100 06
Less developed capitalist countries . . . . . 04 g%

During the seven-year period from 1953 to 1960, the lerms of
exchange have worsened for the less developed countrics by nine per
cent. (Monthly Bulletin of Statistics, April 1961, pp. VIII-IX.)
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capilalist countries can constantly plunder poor countries,
and is a constant source of monopoly superprofits, even
though a certain share is appropriated also by the non-
monopoly enterprises in the industrial countries.

The following facts demonstrate that this part of the
monopoly profits is received mainly from the less developed
countries.

1. In the economy of the monopoly capitalist countries the
share of independent small commodity producers is negli-
gible as compared with that of large-scale industry. In
Britain, faclory and office workers comprise 95 per cent of
the gainfully employed population, in the other advanced
capitalist countrics—about 80 per cent. The aggregate
income of independent small commodity producers accounts
lor only a very small part of the aggregale national income,
For that reason only a very small portion of the monopoly
superprofits can be formed at the expense of local small-
scale commodity producers.

2. The perpetuation ol the capitalisl system and preven-
tion of the spread of anti-capitalisl propaganda are among
the most important funclions of the governmenls of the
monopoly capitalist countries. They Lherelore go out of their
way to keep independent small commodity producers (espe-
cially the peasants, who are the most numerous among that
section) on their side. The monopoly capitalist countries—
the U.S.A., Britain, France, West Germany-—have therefore
evolved a whole system of laws and measures to maintain
prices on farm products at a reasonable level. Their import
1s restricted and special institutions have been founded to
give credit to farmers, ete. In the U.S.A. farmers are at
present receiving about $6,000 million a year in subsidies to
support prices and limit production.! The lion’s share is
collected by capitalist farmers, bul a certain share goes to
the small commodity producers and staves ofl their final
ruin.

But nobody pretects the small commodity producers in
the less developed counlries against international monopoly
capital. Yet, no matter how destructive the actions of monop-
oly capital in the economically less developed countries,

! See the essay “The Problem of Agrarian Crises™,
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the tribute it collects there forms only a small share of the
total monopoly superprofits.

The monopoly capitalist countries charge high monopoly
prices for the industrial goods they export to the less devel
oped countries, and pay low monopoly prices for the raw
materials and foodstuffs they import from those countries.
Let us assume that the superprofits being derived by them
through trade amount to 10 per cent of the foreign trade
turnover, which is probably a somewhat exaggerated figure
(Lenin evaluated the whole profit from foreign trade under
imperialism at 10 per cent).

In 1959 the export of raw materials, fuel and foodstufls
from the economically less developed capitalist countries
totalled 22,000 million, the import of industrial goods—
$16,600 million !

At the same time the less developed countries imported
foodstull's, raw materials and fuel to the value of $9,000
million and exported finished goods to the value of $3,000
million.

It follows that the net export of raw materials, fuel and
foodstuffs from Lhe less developed countries amounted to
$13,000 million and the net import of industrial finished
goods—$13,600 million, the total turnover amounting to
$27,000 million?.

Trade wilh the socialist countries accounts for part of
that figure, and trade with those capitalist countries which
cannot be considered highly developed also constitutes a
small part. About $25,000 million of the total falls to the
share of the monopoly capitalist countries, which at a rate
of 10 per cent will amount to $2.500 million worth of
superprofits, A certain part of that sum went to non-monop-
oly enterprises in those countries. It follows that the
additional profit from foreign trade with the less developed
countries constitutes an important part of monopoly super-
profits but not a decisive one.

The fourth source of monopoly profits being reaped by
monopolies owning enterprises in the less developed coun-
tries is the purchase of labour power at a price below value

I.‘un!hh,r Bulletin of Statistics, March 1961, pp. XVI-XVII.
2 The figures are rounded m’l, since they are nol very accurate
anyway: when ships change their destination en route this does not
allect export statistics, ete.
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and the more intense exploitation of labour there. (The
wages of whiles in Rhodesia, Katanga, elc., are much higher
than those of native workers.) This does not contradict our

former assertion that the purchase of labour power below
value cannot be the source of monopoly superprofits. Ous
statement referred to the capitalist labour market in gener
al where labour power is bought al value. This, naturally,
is no more than a tendency, as are all the laws af capitalism.
The price of labour power fluctuates around its value. It can
therefore also be slighlly above or below value, depending
on the prevailing historical condilions and especially on Lhe
influence of the reproduction cycle. But in the final analysis
the price of hl*our power is regulated by value. In this
particular casc we speak about the purchase of labour
power not on the labour market of the advanced capitalisl
couniries, but in countries in which the agrarian over-
populalion creales an enormous surplus [or the supply
of Jabour power, and where, until very recently, there were
no trade unions to help the workers light the capilalists who
squeezed the price of labour power to a level below value.

€ ® ¥

el us now summarise the coneclusions we have drawn
from our :Ula‘ti‘ sis:

1. Under monopoly capilalism as under non-monopoly
capitalism, the rates of profit in different branches tend to
equalise and form an average profit. But the monopolies are
also making additional profits which do not tend to equalise,
and hence there is no such thing as an average raie of
monopoly profit. This is inherent in the very nature of
monopoly itself. At the same time, as far as non-monopoly
enterprises are concerned, there has been no change in the
tendency towards the establishment of an average rate of
profit, proportionate to the size of capital. Marx mentioned
that even if for some reason or other :‘1;)1! 1l in some sphere
stopped participating in the levelling process (he mentioned
Lhe railways as an example), this would nol affect the gener-
al tendeney. In such a case the average rate would establish
itself for that part of the aggregalte social capital participat-
ing in the levelling process.

The profits of the monopolies not only fail to participate
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in Lhe levelling of the general rale of pr

i . ofit but the monopo
lies even appropriate part ol the profits ol non-monopoly
enferprises.

) l 1c ¢ i dAran % i 1

2. Il is difficult lo draw a line between the monopoly and
averagde rates ol profil, for enterprises which today are mak

ing monopoly superprofits may tomorrow lose their monap

oly position and will then have to be content wilh the

average rate of profil.

3. In spite of the diflferences between the monopoly and
average rales of profit, their movement in the industrial
:-}-:-!i- is identical: they drop during the crisis phase, but rise
f.lllil'[llj_{ the recovery and boom phases. Changes in the size
of monopoly profits cannot be established because the
monopolies accumulate large overt and covert l'l’.‘ii'l‘\-'{‘:\'
while conditions are favourable and use them in times of
crises to pay out the usual dividends,

4. Monopoly superprofits are derived from three sources

a) the main source is the distribution of aggregate sm:ﬁlm-'
value 1-1:1 ol proporhion with [he amount of C“—ﬁ!}i.ltﬂ invested
n cach scparale enterprisc (preoportional distribution was
typical of non-monopoly capilalism), and the redistribution

ol profils in favour of the monopolies and to Lhe detriment
ol non-monopoly capitalist enterprises;

iy amirmTr = T i
b) Lhe appropriation of part of the value being produced

by independent small commodity producers of the non-
capitalist type in the country and outside of it; vk

¢) the purchase of labour power in the less developed
countries by the almost exclusively foreign f]le'-ttf;'we'tllil-:
operaling there at a price below its value. I A

Naturally, we are unable to calculate the exact share of
each source—we estimate very roughly that the first mm'l':l-
accounts for 80 per cent, and the other two for 20 :.I'.r cenl
of the monopoly superprofits. G

) Iln.n.ur analysis we have intentionally avoided Stalin’s
definition of maximum profit. Stalin’s assertion that :‘il is
not the average profit but the maximum profit, Lhat Il.l“i]t‘]'-l.l
mmmlmll_y capitalism needs for more or less l‘.:\_it"llfil'll e
produclion” is entirely unfounded. Even lhe Ti?i.'lll maxi

3 s £230 > f : < g
mum profit” which Stalin substilutes for Lenin’s term
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“monopoly superprofil” (a subjecl we have treated else-
where!) is ambiguous and inaccurale

The striving for maximum profits is not distinctive of
modern capital, in fact, does not apply lo capilalism alone.
Phoenician merchants who traded along the shores ol the
Mediterranean. Roman usurers, HHansa merchants, Catholic
Princes of the Church who in the Middle Ages engaged in
usury, all strove as much for maximum profits as the mo
nopoly bourgeoisie today. The fact thal capital even in ils
pre-monopoly stage was ready to commil any crime for
the sake of maximum profits was mentioned by Marx in his
Capital.

The term “maximum profit” becomes even less under-
standable if we presume that it refers lo monopoly capital
as a whole, an assumption which most likely coincides with
Stalin’s poinl of view. He describes the “securing of the
maximum profit” as lhe basic economic law of modern
capitalism. In a mathematical sensc the term “maximum
profit” was intended to express Lhal monopoly capital ap
propriates all the surplus value being created in capitalist
sociely. This is sheer nonsense. Even in the U.S.A., the mosl
highly developed capilalist country, millions of farmers.
merchants, factory owners, entrepreneurs and joinl-stock
companies of the non-monopoly lype are receiving ap-
proximalely half the profits being appropriated by capilal
a whole. This corresponds exactly with Lenin's well
known thesis (set forth by him during his coniroversy with
Kievsky) that there is not. and cannot be, any ~pure impe
rialism™, i.e., a capitalism in which Lhere arc only monopo-
lies. This does not in any way belittle the decisive role of
the monopoly bourgeoisie, of the finance oligarchy, in the
economy and politics of the developed capitalisl countries.
The absolutely meaningless term “maximum profit” renders
Stalin's “basic law™ useless (even if we leave aside the
methodological and philosophical aspects ol the problem
which we have dealt with elsewhere). Stalin’s “basic

das

economic law” is an efficacious political indictment of
monopoly capitalism but not a result of a Marxis analysis.

Varga, Osnovniye voprosy ekonomiki i poliliki imperia-
Problems of the Economy and Politics of Imperialism],
, Gospelilizdat, 1957, p. 23




: THE CAPACITY
OF THE CAPITALIST MARKET

in his Eeonomic Problems of Socialism in the U.S.S.R,
Stalin makes short work not only of Lenin’s thesis that in
spite of the decay of capilalism under imperialism "ol
the whole capitalism is growing far more rapidly lhan
before”, bul even of his own (Stalin’s) thesis on the stabil
ity of markets in lhe period ol lhe general crisis of capital
ism. “In view ol Lhe new conditions.” Stalin wrote, “to
which the Second World War has given ri
theses must be regarded as having lost their validily.”

Among lhese new conditions he noled the geographic
shrinking ol the capitalist market as a result of the emer
gence and consolidation of the world socialist market and
the [act that world resources have become less available (o
the principal capitalist countries (the U.S.A., Britain,
France). This gave rise lo the eonclusion that “produclion
growth in these countries will rest on a narrower basis, for
the volume of output will decrease.”

Stalin’s statement is far from clear. In a single senlence
we have both the growth and the reduction of production,

Stalin’s unfounded assertion about the narrowing of the
capitalist market over the years to come is to this day still
echoed by some Soviet economists.

A comparison of capitalist development in the posl-war
years with that of the pre-war years proves conclusively
that Lenin was right and Stalin was wrong.

In spite of the substantial geographic shrinking of the
sphere controlled by capitalism, capitalist productive forces
and capitalisl production have, in the post-war years, grown

}Jt'_ri |'1 f-::’.a s
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at a quicker pace than belore, while the capitalist market,
far [rom narrowing, has expanded. This is true of capital-
ism as a whole and particularly of the U.S.A., Britain and
France, i.e., the three couniries mentioned by Stalin.

Before examining concrete figures we shall define the
lerms we are using to avoid ambiguity.

By market we understand the aggregate ol all the inter-
twining sales and purchase transactions as a result of which
commodities are channeclled from the producer to the final
consumer,

3y capitalist markel we understand those sales and pur-
chase lransactions which serve the capitalist production
process directly (purchases of elements ol the fixed capital),
or sales of commodities produced in the process ol capitalist
produclion. A special position is held by the sale and ex-
ploitation of labour power, on which the whole capitalisl
system is based.

‘The capacity of the capitalist market is sinaller than Uhat
of the market as a whele. In the highly developed capitalist
countries this difference is small, though even there a cer-
tain share of the outpul of peasants, fishermen and artisans
is sold directly to the consumer on local non-capitalist mar-
kets. In the less developed capitalist countries the capacity
of the capitalist market is much smaller than that ol lhe
market as a whole, since the share of the non-capitalist
Irade lurnover Lhere is very high.

In his The Development of Capitalism in Russia Lenin
pointed out that the capitalist market grows historically
by drawing non-capitalist commodity producers into the
capilalist trade turnover. This applies first and foremost to
peasants who were formerly engaged in subsistence farm
ing or sold their produce on local (nen-capitalist) markets.
In countries like Britain and lhe U.5.A. this “depeasantis-
ing” process has practically culminated, in other bourgeois
countries it is still proceeding.

The best yardstick for the capacity ol the capitalist markel
is the volume of capitalist output. T'rue, part of the capitalist
output may not find a buyer; in facl, this is what always
happens during crises of overproduetion, but if we consider
a long e gh period, embracing several trade cycles, the
capacity of the capitalist market is determined primarily
by the volume of output.
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Under capitalism there is a peculiar dialectical interrela
tion between the volume of output and the market capacity.
The growth in oulput is limited by the capacilty ol the
market, i.e., by consumer goods sales. These in turn are
depressed by the “prolelarianisation” of the masses, their
low ellective demand resulting from the contradiction be
tween the social character of production and the private
capitalist appropriation of the fruits of labour. Conversely.
the growth in the outpul of producer goods—the building
of new [aclories, power slalions, ele., and olher expansion
ol fixed capilal—enlails a temporary increase in the varia
ble capital, which vesults in a growth of the population’s
purchasing power and an expansion of Lhe capilalist mar
kel's capacity. This expansion of the laller resulting from
an expansion ol fixed capital is temporary and leads even-
tually to a crisis of overproduction. It is not conslant,
as Tugan-Baranovsky erroneously asserled.

et us now look al figures which demonstrate beyond a
shadow ol doubl that the thesis on the narrowing of the
capitalist markel since the Second World War is wrong.

Industrial Oulput of the Capifalist World!

(1958 = 100)

10 | Ja I i

Though not very accurate, these figures are convincing
proof that since the Second World War there has been no
narrowing of the capitalist market but a very considerable
expansion. All commodities produced during that time have,
i one way or another, been realised. ({Changes in thal parl
of the outpul which is being used by the producers
themselyves or sold by them on local non-capitalisl

markets are unimportant. In any ease thal part is

smaller now than it was belore the Second World War.)
There are now larger commodity stocks than there were

L Monthly Bulletin of Statistics, June 1963, p. VIII
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before the war and part of lhe commodilies is sold to

umers on credit. Bul considering that the industrial oul-
put of the capitalist world has increased by

per cent, this too can be discounted. Althe
of agricultural output was smaller than tha
output, it was nonetheless considerable,

[t is therefore apparent that the volume of output and
the capacity of the capitalist market far from diminishing
since the war, as predicted by Stalin, have grown substan-
Lially.

In spite of the breaking away from capilalism of a number
of countries embracing over 700 million people, the foreign
trade of the capitalist world has also grown. (The foreign
trade of the socialist counltries with the capitalist countries
accounls for an insignificant share of their (olal [oreign
trade.)

more than 50
h the growth

t of industrial

Exfernal Trade of the Capilalist Counfries?

(thowsand million dollars)

From the lable we see that exporls have more than
doubled not only in current prices but even in 1959 prices,

Stalin’s prediction that the industrial oulput of the
U.S.A., Britain and France will decrease has also not been
corroborated by facts. The volume of output of all three
countries has inereased substantially since the war. In these
three countries industrial output decides the general oulput
volume, while it is common knowledge that since the war
agricultural output has grown appreciably in the U.S.A. and,
in particular, in France.? For this reason we shall give
figures only for the dynamiecs ol industrial output.

I book of the United Nations, 1902, p. 466
¢ the essay “The Problem.of Agrarian Crises”




Dynamies of Imdustrial Output!

(1953=100)

1938 1048 1955 {91 9
|
| | |
KiSuAL 5 =hn 75 ‘ 106 119 127
Britain . |6 84 111 ‘ 126 127
BLANCO, v gy »o» ] 98 TR 161 170

[t should be noted thal these data are inaccurate and tend
to exaggerate the aclual growth., Every time the methods
for computing indices are changed, the resulls exceed those
obtained before. The inclusion in U.S. indices of the rapidly
growing servicing sphere has a particularly distorting ell'ect.
However, lack of space prevents us from making a con
crete analysis of these distortions here. The growth in out
pul in lhe U.S5.A., Britain and France has been so large thal
wilh or without these exaggerations, it is clear that facls
have not borne oul Stalin’s prediction.

Let us relurn to the problem of the capitalist markel’s
capacily. Up to now volume of produclion was our main
criterion for determining the capacity of that market. This
is a correct approach since if there are to be sales, com
modilies must first be produced. But if we define the market
capacily as the aggregate of sales and purchases, ils capac
ity may differ from couniry to country, depending on
structural features of their economies.

Lel us take a simple example. Iron and steel works buy
a worth of coal, b worth of ore and sell steel to engineering
enterprises which in turn sell machinery to the final
consumer, h

The chain of purchases and sales will then be expressed
by the following formula:

at+b4-(a+b+x)+(a+bt+x)ty=38a-43b|2x 1y

where x—the increase in value (or price) of coal and ore
transformed into steel;

U Statistical Yearbook of the United Nations, 1961, p. 72 el passim.
* Monthly Bulletin of Siatistics, July 1963, p. 18 et passim (recalcu
lated by the author for 1953=100).
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z IR ool
7—the increase in the value (or price of steel
processed into machinery.

The prices of coal and ore will pass into the price I."I;I
steel. and together with the price of steel will once agan
be included in the price of the machinery.

et us assume that instead of a number of inrh‘;)i‘.‘nf_lf’ilt
enterprises engaged in the mining ol ‘{'f};il,_ ore, the smelting
of steel and the production of machinery, we have a com
plex (or vertical trust) which has its own ore and coal
mines and its own iron and steel and engineering \,\'m'l‘{&s. It
sells only the machinery—the final product. Instead of two
or three sales and purchase transaclions there will be only
one, which we can express as

a-+b-4x-+ 4.

Thus, even lhough lhe volume of production remains
unchanged, the market capacily \\-J_H be lower in a country
where vertical {rusts are widespread.

Lel us therefore ask ourselves if it is correct to define the
market as the aggregale of all sales and purchase l;'alnsm_"
lions. We think that certain qualifications should be intro-
duced. In the capitalist world huge sums are spent on the
sale and purchase of things having no genuine value—
securities (fictitious capilal), land, building sites In towns,
patents, efe. It often happens that for %1”-1'11[:%11\'[.‘ reasons
the same commodities are sold over and over again. These
fransaclions are purely fictitious—the seller 1!;1.'\_"111'_? com-
modities for sale and the buyer does not even intend io
acquire them. Such transaclions are essentially only a
speculation on future prices. e

To give an idea of the magnitude these fictitious sales _:njul
purchase transactions assume, let us point out that in 1959,
for example, total sales on U.S. slock exchanges alone
amounted to 54,000 million dollars.! :

Banks also sell their clients securities directly, bypassing
the exchange. Also in 1959, the total farm produce sold
in the U.S.A. amounled to approximately half the above—

s v 2 m T " . nlng ! s B
20.600 million dollars.? The aggregate sales of the 500
U Siatistical Absiract of the United States, 1961, p. 160
2 Thid., p. 622,
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largest industrial enlerprises for that vear amounted lo

197,000 million dollars.!

| v 2 ; . nan 4 - . = = :
If we include speculative sales and business transactions

on the commodily exchanges, sales of
etc., we shall obtain a sum of
dollars a vear.

land and real estate

Furthermore, the bulk of commodities is sold several

limes while en roule from producer to consumer

Sales in the U.S.A. in 19612
(in 000 million dollars, average m nthly)

Manufacturing ‘ Wholesale trade ‘ Retail trade
s ] y
30.7 ‘ 12.6 ‘ 18.2

We think thal the above proves that the capacity of (he
capitalist market should nol be defined as the \1= 8 111 1 Il‘ti
all sales and purchases, This would give us a ul‘l l] Z
ily 4-..\_1-m-e|{u__:‘ the sum total of pri\-_é; of ;-'1-1] 1}1'5"«11‘1\:- on
moditics by 100-200 per cent. and would make it hard lo

-'\'I}. cOm

understand why capitalists find it difficult to sell theis
commodities. . TRy
We think that it would be far more ace luat

the capacily of the ecapitalist market as the sun
-I\'”-"' s of commodities and services. i.e.. 11.1-"; '.<L'.4‘I=':-.'~”r1'
industrialists, artisans, the expenditure I.'.-W:‘I‘}l'-\""f"‘i]J['
:-.,’]t_dlrllt‘!in!!. Such data are available fo il l
ries.

farmers,
and

o of coun

iln-_ connection between the volume of oulpul and the
capacity of the market is thus a dialectical one— ‘l‘Tn'”""rn' 't
ol oulput does to some extent expand ihe :'-‘-;"}-n’ll'-'r"-" ‘:‘I] I
11_1::1I‘I\':'|\ and the limited capacity of the -;l'(.'ll‘]-;rilr\(“l ; -!'I' :I'l
limits on the growth of output. B o ERIEL

Stalistical Abstract of the United States

LN "3 3 1 o g -4 : |.“”-I
aurvey of Current Business, Seplember 1962
- Y fu [ECHR [heoretical Problems of m Markoet
wonomy for data on West Germany I T I
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at least 100,000 million

The limit of the market capacity is a concrele ligure that
can be computed for each country, provided adequate
statistical data are available.

The narrowness of the markets can be defined as the
ralio between available productive capacities and possible
goods purchases. Both members of this ratio are able to
develop in opposite directions. An absolute growth of market
capacity can go hand in hand with a relative shrinking of
the market in comparison with the growth of productive
capacities, i.c., it may become more difficult to sell goods
in spite ol increased market capacity.

In fact, this has become the dominating ftrend under
capitalism. In pursuit of profits the capitalists steadily
expand production capacilies and thereby succeed in tem-
porarily expanding the market. Bul under capitalism Lhis
expansion does not and cannot correspond 1o the growth
ol produclive capacitics.

In pursuil of profits capitalists expand the produclive
apparalus and, under pressure of compelilion, sirive to
lower the cost of commaodities. Monopoly domination does
not alter this. There are many methods lor cutling costs-
better utilisation of raw materials and fuel, the replacemenl
of expensive materials by less expensive ones, and, in
parlicular, Lthe lowering of labour costs through direct wage
culs, through the introduction of “rational production
methods”, by increasing labour inlensity, automating pre due-
tion. ete. In the final analysis all methods used to lower
costs decrease the amount of labour lime embodied in the
commodity and thereby lower the factory and office work
ers’ share in the national income. This naturally leads to
crises of overproduction.

[n an attempt to contradict historical facl some capital
ist cconomists contend that the periodic crises ol over
producion do not spring from the nature of the capitalisl
system, that there should be no crises at all, since produc-
tion, they say, creates incomes both for capitalists and
workers. the sum total of which is equal to the newly
created value. This no one can deny. But they seem to
forget, or maybe are loath to admit, that il is very relevant
to capitalist reproduction who receives the income—the
factory and office workers or the capitalists. The former

spend Lheir income immediately or soon after they receive
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it on consumer goods. The capitalists, on the other hand.

even though they live in luxury, plough back a large share
of their income into new capital investments, that is, to
expand and modernise the productive apparatus. Competi
tion forces them to do this.

~ In the U.S.A. in 1961, which was no boom year, since
}iiu‘hf.sh'].-ll output rose by only one point above the preced-
ing year (which is within the limits of stalistical inaccur-
acy), capitalists spent 69,000 million dollars® of their
profits on gross private domestic investments, including
20,000 million on new means of production .f}.ll’l“}(]llt_'l.."l';‘
durable equipment, as they are called in the United States).
Similar condilions prevailed in other developed capilal :
countries,

['his means Lhat produclive capacilics grow constantly,
\.\‘ilffl'f.‘él\"i lhe share of the national income going lo the
factory and office workers [alls just as steadilv. But since
\\_w'_'nl‘lm's are the principal buyers of consumer goods, and
since the sale of these goods decides the ultimate realisation
of means of production, and hence the capacity of the r-;air-
italist markel, crises and a dip in the production growth rate
are an inevitable result. .

Having analysed the results of the 1929-33 crisis we wrote
in 1934: “The depression will not necessarily be followed
by a recovery. In some countries it will progress irregularls
0 ‘ o fal o « 1 =i %
and al certain periods be attended by a sharp deterioration

arket candit: : - Sl y e
][I.l-. [.“1‘” o ”Hh-'mm' o .“ “_{'JUld be a gross error to iden
Lify the depression resulting from the general crisis of cap-
italism and the end of stabilisation with a ‘mormal depres
sion’."? ‘

A

_ The course of the 1929-38 cycle has endorsed this predic
tion. But the Second World War (and later the Korean
War) with the ensuing enormous destruction and the greal
excess of consumption over production, wroughl .;.ln-f.-|=
changes in the post-war reproduction eycle. ‘
The long-lerm tendency of <-:-:.|)-i[.'-}|i:;m towards a
.]. -."r'_fff'f’[',ff of I'.'ff."rf'_m Brisiness, National Income Number, July 1962, p. 6.
= Y. Varga, Novige gavleniya v mirovom ekonomicheskom kriz

(New Developments in the World Economic Crisis), Russ. ed,, 1934
op. 115-14 s 5s. ed,, 1934,
pp. 11 |

3 See (he essay “Chances in the Renroducto s 2ot "

= ; L.langdes 1 Reproduction Cvele Followine
the Second World War" : =5 AR
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decline in the growth of production is now clearly mani
fested in the rich capitalist countries whose territories were

not invaded during the war.

Indices of Industrial Output

1 .'r.. f -' N Jll [ ".‘ ]
1M8:A Canaida I 1n
T e {07 ‘ 100 49
OGN L T 113 . 108 105
1960 | ; 3 116 | 108 112
ORI e e 117 112 114
qagan b 126 | 121 f 15

The growth of production in Lhose countries was approx-
imately two per cent a year. Since the yearly population
srowth in those countrics was approximately one and a
hall per cent, there was practically no growlh in per capita
output al all,

In West Germany the end of the Wirtschafts-
wunder is also attended by a slow-down in produclion
agrowth. It should also be remembered that even this modest

growth of production is a resull of the arms race.
As a result of this development a large share of fixed

capital in the highly developed capitalist counltries lies idle.
In the U.S.A., Canada. and Britain at the beginning of the
sixties, 20 to 30 per cent of all available capacities were idle
(300 shifts a vear being considered full employment).
Chronic mass unemployment is another concomilant of
this development. It is parlicularly apparent in the U.S.A
and in Canada, even though a large share of the workers
there is incorporated in the Army, Navy and Air Force.
In Western Europe huge war losses, the drop in the birth
rate during the war, the temporary expansion ol the mar-
kel, arising out of the need to creale reserves, the building
ol new structures to replace demolished ones, the replace-
ment of worn fixed capital, ete., have arrested this basic

tendency ol capitalism during the era of ils general crisis.

Eighteen years ago I wrote: “The horrible fact is that
b J (=
during the past twenty-five vears the world wars were the
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only time when all those looking lor jobs were able to find
them. Only when millions of people were killing each other

and other millions were manufacturing death-dealing weap
ons was capilalist society able io provide full employ
ment.”!

Since then the general crisis of capitalism has deepened.
The contradiction between the social character of produc
tion and private capitalist appropriation of the fruits ol
labour is aggravaling, This contradiction makes ilsell [lell
in the further shrinking of the market, ie., the relalive
insufficiency of its capacity, the growing underemployment
ol productive capacities, chronie mass unemployment and
the general instability of capitalism.

[n the past the expansion of the world capilalist markel
resulling Irom Lhe development of eapitalist relations in the
less advanced counfrics has had a restraining influence on
the tendency of production growth rates Lo fall. Such an
expansion ol Lhe markel can now be observed in Asia, Africa
and Latin America, However lhe significance of this ten

deney is diminishing due to the growth of the number of

counltries which have Ireed themselves from imperialist rule
and embarked upon the socialist road of development.

Neither Kennedy's “plans”, nor the occasional upswing
of production in some countries, nor the Common Markel
and West European integration will be able to check this
slow-down in production growth.

Let us sum up: Stalin was wrong when he predicted a
shrinking of the capitalist market. There is no such shrink
ing now, nor will there be any in future, except, of course,
during erisis periods.

Stalin confused two concepls—the absolute capacily of
Lhe capitalist market and ils relative narrowness. The mar
ket is becoming relatively narrower, ie., the purchasing
power lags behind growing productive capacity even though
m absolule terms there is an expansion of the market,

V'Y, Varga, Izmeneniya v ekonomike kapilalizma v itoge vtorol mi
rovot voiny (Changes in Capitalist Economy Brought by the Second
World War), Russ. ed., Gospolilizdat, 1946, p. 319.

PROBLEMS OF PRICE FORMATION,
INFLATION AND GOLD

We presume Lhat the reader is familiar with Marx’s theory
of value and price formation. However, in our opinion it
is often oversimplified and expounded dogmatically, in a
way that does not throw cnough light on the evolution price
formation has undergone since the days when Marx for-
mulated his initial theory. For this reason we think il neces-
sary lo give a short dese }‘i]>iies|1 of that evolution

MAIN STAGES

IN TIIE FORMATION OF PRICES
resporuds to value, ie., to the labour time
ydily unit and expressed in terms of

Price cor

embodied m a comu
y, this being the measure of gold embodying the same
amount of labour time.

Qualifications.

a) The labour time referred to above must be the socially
necessary labour time, which in turn means that the labour
power v;.}n-m_htri on the production of commodities must be
ol average skill, and the equipmenl used must correspond
to the level achieved at the given stage of technical devel-
opment. If the quality of equipment used is below the aver
age social level, the price of the commodity will be below
its individual value, and vice versa, if the equipment’s
quality is above the average, the commodily will temporar
ily be sold at a p reeding its individual value,

h) The production of different commodities must tend to
correspond to the effective social demand for these com-
modities. If the outiput of a definite commodity does not

Mo
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fill the effective demand, ils price will temporarily rise abovi

its value; if more than needed is produced, the price will

sink below value,

¢) The money unit must be stable in relation lo gold. The

the aggregate value

sum ol prices will, in that case, equa
of all marketed commodities.

2. Under capitalism commodities are not sold at value
prices become prices of production. Because of compelilion,
goods produced by capital whose organic composition is
below the average social level are sold at prices below their
individual value, while goods produced by capital whose
organic composition is above the average social level are
sold al prices above their individual value. This lends to
ensure an average rate of profit for every enterprise.

Jul the sum total of prices is always equal to the sum
tolal of values.

Industrial capitalists are selling their commodities to trad-
ing capitalisls al a discounl (i.e., below the price of produc
lion), enabling trading capilal to make the average rate ol
profit. Without it there could be no capitalist trade. The
sum of prices (which is equal to lhe (otal value of the
commodilies) therefore refers to the sum total of sales to
Cconsumers,

3. Influence of the irade cyele. During the crisis phase
commodilies are sold below the price of production; during
booms—above that price.

Hence, the sum of prices does not equal the sum of values
every year, bul only if taken on an average for the cycle.

4. Concrete market prices (apart from the influence
exerted by the cycle) also deviate from the prices of pro
duction due to the influence of many lransient factors: the
supply and demand siluation at any given momenl, the
political situation, bad harvests, etc.

All the above refers to capitalism of the free competition
era.

b. Influence exerted on price formation by monepolies.
The monopolies are selling their commodities at prices
which are above the price of production. This is the main
source of their superprofits. From an abstract theoretical
poinl of view this would mean that non-monopoly enler-
prises have to sell their commodities at prices below the
price of produclion, for only in that case would the sum
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of the prices equal the sum realised if all commodities were
sold at their price of production. But in reality this is not
so. Things have changed since the era ol free compelition
gave wayv to that ol monopoly capilalism. Non-monopoly
enterprises buying commodities for productive purposes
raw materials, semi-manufactures, machines, devices, plant,
services) from the monopolies al prices above production
prices are generally unable to sell their oulput at current
production prices as was the case under capitalism of the
free competition era, for if they did, they would incur heavy
losses and go bankrupt. They scll their commodities above
the price of production and force the consumer to pay lor
the excess they have paid the monopolies, Whelher they
arc able to shift the whole excess or only part of it to the
consumer, and whether they are able to make the former
average ratc of pl‘oﬁt" or not, depends on concrete market
condilions. Every time commodities are resold, retailers
and consumers have to pay a considerable share of the
amounl exacted by the monopolies over and above the price
ol production.

Thus. the sum of prices aclually becomes higher than
lhe sum of the prices of production and the sum of values
even if lhe medium of exchange is a gold currency.

6. The influence inflation has on the formation ol prices
is, in many ways, similar to that exerted by the monopo-
lies. During a heavy inflation, prices in lerms of the nomin-
al money unit may become hundreds of limes higher than
they would be if the money corresponded to ils official gold
content. Prices in terms of money are out of all proportion
to the amount of gold the money officially represents.

7. The influence exerfed on price formation by taxes.
Taxes tend to boost prices because the capitalists try to
shift the burden of their income tax onto the consumer.
Whether they succeed in doing so or not depends on the
market for the individual commodilies. But there is one tax
that is automatically shifted to the buyer—the turnover tax
on all commodities. (When only seme commodities are
taxed, lhe consumer can buy commodities on which the tax
is not levied.) All other conditions being equal, the sum ol

the

“The Flow of Capital During the Levelling ol
{ate of Profit Under Monopoly Capit: :
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prices plus the sum of the turnover tax will be higher than
the sum ol production prices plus the increase in prices
due to the machinalions of the monopolies.

8. The influence of speculation, At times we observe a
temporary speculative rise or fall in the prices of some
commodities.

In the period of the general crisis of capitalism with its
almost permanent inflation, conerele market prices deviale
from values.

The following should be slressed in this conneclion.
No matter how much the formation of prices is distorted
by the above faclors, value, i.c., the socially necessary labour
time embodied in the commodity unil remains the principal
regulator of price relations. No matter how much the gen-
eral price level deviates from value, the commodily unil
whose value is len times higher than that of another com
modity will always be sold al an approximately ten limes
the price of the laller, no matter how greal the distortions
in price formation. Marx's theory of labour value stating
that the amount of socially necessary labour Lime embodied
in a commodity unil serves as the basis for price formation,
is correct and continues to apply.

Before the general crisis of capilalism, the stabilily ol
currencics, the identical purchasing power of banknotes

and gold coins ol the same denomination were the rule:
inflalion—the exception. Bul during the general crisis
of capitalism, and especially since the Second World
War, slable currencies are the exception and currency
“chaos™, inflalion, devaluation, successful or relatively
successlul attempts lo stabilise the currency have become
the rule. .

The depth of the third stage of the general crisis of cap
italism can be seen from the fact that some 19 yvears after
the end of the Second World War most capitalist countries,
including the U.S.A., the richest of them all, are unable to
stabilise their currencies and are constantly slruggling
against inflation.

Withoul a hard currency there can be no normal repro
duclion ol social capital.

Thus the indices of wholesale prices indicate the depth
ol inflalion.
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Index Numbers of Wholesale 'rices!

uniries Vanquished couniries
Sweden Switzerlan Spain |West Germany| Japan [taly
1938 4T 16 At 9
1948 102 ‘ a7 | 105 36 104
| (1952)
1060 101 152 107 101 ‘ 99
1962 104 164 110 100 102
. | Far . | | |
: Less developed countries
il -. |
Hrazil | Argentina ‘ Tuypt
: o o 99
1938 . | 13 | a0 ‘ &5
1048 | 53 | 66 93
1960 ' 4 399 150 118
1962 i | 117 < 224 121

These figures are nol very accurate because varying
methods have been used for their computation in dit_‘-;'r—rmt
counlries. Frequent devaluations also distort the picture
Nevertheless the following deductions can be made:
 a) prices soared in all counlries either during the war or
immediately after;

b) the price level rose between 1938 .;m:l _1‘,II'.I by 11;
average 100 to 300 per cent. In Italy prices increased 52
times; . .

¢) since 1948 the movement ol prices was even more
irregular than before. In a number of mun[rlit‘.s;'1)1‘1(-05
stabilised or advanced slowly, but in Japan and Spain they
rose another 100 to 200 per cent;

| Statistical Yearbook of the United Nations, 1958, p. 408 l_'t pits-
sim; 1961, p. 474 et passim. Monthly Bulletin of .‘\.frn‘;.»-.'rr-l.x".m‘.llm]v 1963,
p. 118 et passi )

2 No earlier data available.

4 Finished goods.

im (recaleulated by the author to 1953=




d) in a number of developing countr

ent
Lhe I‘I[1 in the [JE';’i'l- of raw materials on the

growth of prices continues to the nre
I'he rise in prices is not the resuli of a
value of goods. This can be proved in
. Let us assume that the value of
labour time embodied in them, has srown bet
1962 by 100 per cent and more and that prices have there
fore shot up. But quite the opposite is the case: owing lo
the rapid development of technology, labour pi'miurti'\'ii\
has grown substantially during that period. At preseni a
commodity unit embodies less labour lime than it did in
1938, and prices should therefore be lower, nol higher.
2. Theorctically the growth of prices could be Tll{l" resull

1 } ) L
ol a sharp decline in the value of gold. But this too is
mfi'w_‘msli.;iv. Fherc has been no lechnical revolution in gold
minimg, and the labour time embodied in gold has certainly
nol decrcased several-fold. ; .
. i l‘u- .inn.!n-.\ of consumer goods prices and the cost of liy
ing index computed by lhe National City Bank! show Lhal
belween 1950 and 1960 prices rose in all capilalisl countries
and that this resulted in a steady decline

_ e of the purchasing
power of the currencies of 43 capitalis '

. countries

\nnual Devaluation of Currencies ¢p

Below 1 t countri

E'-'l‘i“.:-_.'_ |||, Portucs

From 1 to

ries (Switzerland,

From 2to 3 10 countries (amo
Italy, India)

From 3 to 4 6 counlries (among them — Brit
From 4 to &

. 2 countries (amonge them — Sweden, Norway)
From 5 to 6 —35 countries (among them — France) (
From 6 to 10 — 06 countries (all dev :
From 10 to 38 .

B8 countries (all developing, except Isracl)

The irregularily is very pronounced: in s IR M
h o ; 1 all bighly devel
oped countries price increases flucty R

ed between two and

Natiannl Ciin B i ] - f :
valional Cily Bank Monthlg Letter, Mav 1961, 1. 59

mmaodities. i.e.. the

ween 1938 and

five per cent. The devaluation of money continued at
1e same rate between 1961 and 1963.

hove factors can explain these price in-

1
i

approximate
None of the s

creases. If their inecrease was due to a rise in the value of

commodities or to a drop in the value of gold, the increase
would have been approximately equal in all eapitalist coun
iries. But the aclual inereases differ from couniry to coun

try. ranging from double to 100-fold.
The price increases have an obviously inflationary char-

acler, i.e., market prices have lost all connection with value,
with the prices expressed in the gold content ol the cur
rency units (the nominal, but not the actual).

During the war and lhe post-war chaos this would not
have been surprising. For many years the effective demand
for all sorts of goods outweighed their supply, and there-
fore one of the basic condilions for the sale of commodilies
according to value was absent: namely, the dynamic equili-
brium belween supply and demand. Hence, the growth of
lhe money supply in circulation was a conscquence and
nol a cause ol price increases.

I'l -oblem of inflation has a very important bearing on
the conditions of factory and office workers in the
capitalist coux
{lationary and olherwise—has become a decisive facior in
the delerioration of the workers® living conditions in many
countries. Whe
ers succeed in oblaining a wage increase to compensate 1071

tries. The conslant growth of prices—in

_as a result of the class struggle, the work

advance, inflation reduces this success to naught
»0lS econo ts explain the constant Ir__:']‘n\\'tlz of

rowth of wages. They are con-
on the “wage-price” spiral. Inflalion makes
working class for better working condi
tions more difficult and creates the impression that the
workers are constantly on the offensive, whereas in reality

prices by an “excessive
stantly harpi

the struggle of

wrought by inflation. The lie that the workers’ unjustified
demands raise the cost of living and thereby bring about
inflation is used by the bourgeoisie to deceive the petty
bourgeois in town and country and to bias them againsi the

they are only defending themselves from the damage

workers.
This vitally important problem of inflalion has, during
the past fifteen years, been studied only superficially in the
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Soviet Union, and new developments in this field have not
been thoroughly taken into account.

It is difficult to study inflation because we are never able
to observe the movement of commodity values directly, i.e
the socially necessary labour time embodied in the com
modity unit, expressed as a definite weight of gold, Whal
we are able to observe is not the value of commodities and
nolt their price of production bul only concrete markel
prices,! which deviate from the price of production because
of compelition and market conditions.

From the multitude of causes responsible for the growth
of prices, we shall first single oul those which are nol of
an inflationary nalure, for this will show that inflation is
the decisive factor in the present high price level.

In spite of what bourgeois economists say, not every price
inerease is inflationary.

The prices of practically all commodities rise when lhe
trade cycle enlers an upward phase and, in particular, dur-
ing booms. But this is not an inflationary growth, for il can
he observed even when a genuine gold currency is in cir-
culation and when the central banks are still willing to
exchange Lheir banknotes for gold or when gold coins are
in circulation together with banknotes and their purchasing
power is equal to the latter. The price advance at a definite
phase of the cycle is neither caused by changes in the
money being exchanged for commodities nor is it a
permanent excess of prices over value.2

Price increases of short duration due, for instance, to

' Often not even actual market prices, but official prices (depending
on numerous factors, the actual prices at which commodilies are sold
can be higher or lower than official prices),

* The value of commodities is probably higher in the prosperity
phase than in other phases, because many of the workers being drawn
into production are new workers or workers who have losi some
of their skill during their enforced idleness. For this reason 1he so
cially necessary labour time embodied in a commeodity unit and de
ciding ils value, is higher during the prosperity phase (all other con
ditions being equal) than it is during the crisis and depression phase,
when huge labour reserves enable capitalist enterprises to employ
unly lhe most skilled and experienced workers. This cannot be proved
statistically, because lechnical progress also decreases the socially
necessary labour lime contained in a commodity unit, especially during
booms when new faclories (built in the revival phase) are being put
into operation
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a bad harvest must also not be regarded as illl'l;lli_:m:n"\',
These increases are due lo a temporary increase in the
amount of social labour per unit of agricultural produce.
Increases in the prices of some commodilies due to stock

exchange speculations are also not of an inflationary nature.
Only a more or less permanent increase in the prices ol
commodities above their values in gold can be considered
inflationary. "

As has been pointed out above, under mnnn]n:_l_\' n-;}.miu.!.-_
ism those superprofits which make for an enduring rise ol
prices above value are also nol of a ftruly llln:-lllull'l:'l}‘_\'
nalure, Every intermediate purchaser pays a parl of the
CXCOSS chargéd by the monopolics, the I_inzll consumer pay-
ing the part not covered by the preceding buyers.

But let us lurn to historical {acts. Even al the beginning

of the 20th cenlury, before the Firsl World \i-"nr,. when
all currencies were based on gold, there was a universal
price advance. What caused il? 1t would be l"i(“('LILil'_lllS' to
presume that the value of all commodities grew or, n ”]'.F“J"
words, that twenty vears before the oulbreak ol the Ifirsl
World War there was a steep rise in the amount ol socially
necessary labour per ¢commodity unit. Technological pro-
aress lowers the value of commodilies.
T We might assume that the value of gold decreased and
that this was the rcason for the rise in prices. But there
was no major lechnical advance in gold mining at thal H!'!.\t'.
Besides the value of gold tends to grow as it becomes 1n-
creasingly necessary to extract il from deeper and less rich
l1l'|m_'~:i[:3\', -5 A

In analysing the reasons responsible for the high prices
prevailing over half a century ago, we came lo the con-
clusion that the principal cause for this price advance I:j___x'-'
in the high prices charged by monopolies for the commodi-
ties they produced. _

The reason why monopoly prices cause a general price
adyvance can be explained by the following. The mun.np:.vhcs
arc especially powerful in heavy industry—the lﬁrll, iron
and steel, chemical and engineering induslries, i.e., in H_m.\;(t
hranches whose output is included in the cost of :-1|'lu"]e':q
produced by nearly all other branches of economy—agri-
culture, the manufacturing industry, transport and the
building industry. It is therefore easy to sce that if the
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non-monopoly enterprises which buy part of the means ol
production (raw materials and instruments of produclion
at monopoly prices above the price of production or value.
were to sell their commodities at a price below or equal
to the price of production or value, and the sum of prices
remained equal to the sum of values (as it should be theo
retically), this would lead to mass bai}kru[mﬁ\- of the non
monopoly enlerprises. However, this did not happen in
practice.

The accumulation and centralisation of capital under
capitalism is attended by a steady concentration of pro
f.!m-l ion. The largest monopolies account for an ever increas
ing share of the output. But at the same time there is no
decrease in the number of enlerprises.

If the huge sum comprising the monopoly superprofits
were a deduction from the average profit of the non-mo
nopoly enlterprises they would have gone bankrupt long ago.

Annual Average Number of Firms in the U.S.A.!

(thousands)

1929 38 (1940
38 (1940
1957 4 34
Naturally, the bulk of small enterprises somehow manages
lo S

m”lf" ends meet, even though they are handing over
part of their profits to the monopolies. But in the m:-':.iqn they
are shifting the increase in the price levied by the 1 :
olies onto the shoulders of their buvers. a \
.'\.;Jl'il'ullun: is the only branch in the hichlv developed
capitalist countries in which there is a decrease in the .-:Im.
solute number of enterprises. This is due to the mass rui
nation of the peasants (see the essay “T e

i L I'he Problem of
agrarian Grises™). Farmers and peasants are punished by

nt'rlllh]l

the monopolies in lwo ways: by having to buy means of
production and partly articles of consumption al high mo
: Historical Statistics af the United States. “nd Fdition pp. 570-71

4067 of them hire labour.
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nopoly prices, and by having to sell their commodities at
low monopoly prices. The mass ruin of the peasants is also
a result of the agrarian crisis, and in t

couniries—of unequivalent exchange,

Under imperialism the sale of the key lypes of means
of production at high monopoly prices leads to a general
price advance. even without inflation. Enterprises using
these means of production are compelled to raise the pri
of their output above value in order not to incur losses.
[[ markel conditions are unfavourable, lhey go bankrupt
and the supply of the commodities manufactured by them
decreases, Sooner or later the demand for these commod-
ities catches up wilh and outstrips their supply, and then
prices are raised to a level which enables producers still
functioning at thal time to make the usual minimum profit.
Thus they are able to make the consumer pay for at least
a part of the excess they have to pay for the raw materials
and instrumenls of production they buy from the monop-
olies.

The extra charges for monopoly-produced commodities
boost the prices of consumer articles and, in the final
analysis, of all commodities, thereby lowering the real
wages of factory and office workers. They demand higher
\\'u_'_- »s and succeed in gelting them through strikes. But,
all other conditions being equal, wage increases bring abou
a cerlain growth in the cost of some commodilies produced
in the affected enterprises, which in turn leads to a further
price advance.

Non-monopoly enterprises generally do not succeed in
making their buyers pay the full amount of the monopoly

surchar

I

1e less developed

se. For that reason the profit they net is below the
average rate, i.e., the rate they would obtain if there were
no mn:l;m_npn')lf-:t.,. This explains our statement thal monopoly
superprofits are partly created at the expense of the profits
of non-monopoly producers.

In this way high monopoly prices gradually cause a gen
eral price advance. In practice the mechanism is far more
complicated than has been deseribed above. The struggle
between monopolies often takes the form of drastic i
cuts. The price formation in individual countries is also
influenced by governmenl policy-—by customs tariffs, export
and import resiriclions, indirect taxes, cte,, ete.




The effect the monopolies exert on the formation ol
prices warrants a special study. Studies are made difficull
because during the period of the general crisis of capilal
ism this influence and the effects of inflation on [11'51'{_‘-; are
interlinked, and it is almost impossible to separale one from
the other. But we are certain that any deep and detailed
analysis will corroborate our view on the mechanism by
which the monopolies bring about a general increase in the
retail prices of all commodities. : :

Finally, in some countries the general price advance may
be c_ly:_: lo a preolonged passive balance of payvments. Many
consider such price advances an inflation. We have no wish
to quibble, but this Lype of price advance should be distin
guished from the price advance at present operating in all
v:alpimli.x'l countries, including those having aclive |JI.£.;!HH('£‘S
of payments, Besides, under capitalism the rise in iinl|rti1'l
prices, the expansion of the exports and the imports ni; cap
ital have a spontaneous positive effect on the I):{I-:iﬁlt"t-‘i!l!'
payments and tend to restore the former price level. Modern
universal inflation does not have this tendeney.

.I.r! us now lake a closer look al inflation and its effecl on
price formation. Marxist wrilings continuously reiterate
\I;:_T'Y S I[”""]”-‘-‘iij"“ that inflation is a congestion of the con
duils of circulalion with paper money. It is :;-‘c'm_-mi]x-' said
that an inflationary rise in prices is due to the fact thal
to cover Ilu" budgel deficit, the government issues 11|<31"x'
banknotes than the total amount of gold coins needed to
ensure the commodily turnover at {_‘-.\?i:‘«i‘i]);ﬁ prices and the
obtaining rate of money circulation. ; o .

In studying modern inflation we cannot confine ourselves
to Marx’s proposition, for much has changed in the field
‘.'l money circulation since then. In Marx’s day there were
four fundamentally different types of money in circulation:
~ a) Gold coins—money which has a value of its own and
is able to fulfil ail the functions of money. '1‘!!01-‘:_'.. could ‘|.ml'
be a surplus of gold coins causing inflation.!

I Thie pe il 1
I'his does not mean That surplus of gold ean nmever bocom
. sold  car 1 I U i

responsible for a violenl rise in prices. Twice in the

g
hictem
mstory of capil 1]
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b) Silver coins. In Marx's time a system of a bimetal-
lism prevailed in a number of West European countries and
in the US.A.. ie., silver and gold were the principal cur-
rency and silver coins served as money units on a par with
gold coins. This resulled in great complications, for silver
dropped below the value officially fixed for it in relation
to gold. For this reason silver coins ceased to be a sound
money and lost their standing as universal money.

¢) Banknotes, which had no value ol Lheir own, were
issued by emission banks (at that time most countries had
soveral emission banks) on the basis of commercial credil.
They were a phase of the as yet uncompleled circulation
process. Goods rarely pass directly from Lhe producer to the
consumer wilthout an interim distribution phase— they pass
through the “sphere of circulation”—in other words through
warehouses, factories for further processing and wholesale
or relail traders., Until goods reach the final consumer,
banks grant commercial credit seeured by bills ol exchange.
These bills were discounted by emission banks which
issued banknoles on their basis.

These genuine banknoles, “credit money”, could not be-
come surplus in circulation since they relurned automali
cally lo the emission bank. When a commodily reached its
final consumer, it was sold for cash which passed from the
retailer lo the wholesaler, then to the manufacturer, and
finally to the bank in redemption of lhe commercial bill ol
exchange, whence it was returned to the emission bank

issuing banknotes.!

d) Paper money in the narrow sense of the word, i.e.,
hanknotes issued by the state lo cover budgel deficils. As
distinct from banknotes issued by emission banks these
cannot leave the sphere of circulation but can be w ithdrawn

ism—in the 16th century following the discovery of America, and in
the middle of the 19th century, following the discovery of the rich
\merican and Australian goldfields—there was a price reyolution: a
large mass of low-value gold was thrown into eireulation, and since
commodity production did not expand correspondingly, prices rose

sharply.

t The above shows that the stabilily of genuine banknotes does not
depend on the size of the gold |._L'|i‘!-\i]1£{. The currenclies of some coun-
iries. that of the Austro-Hungarian monarchy, for example, were stable
even lhough they had no gold backing.
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from circulation by the
ment spending

tale as taxes (exceeding govern
), or through state loans.
Under certain conditions

may cause inflation, under other conditions no inflation will
follow. When commodily production and the volume of
trade lurnover grow, while the sum of gold coins and bank

noles in circulation does not, and if the supply of money

units becomes insulficient at an unchanged rate of their

turnover, the issuing of paper money by the state does nol
necessarily cause an inflation. But if the government prints
and circulates more paper money than the sum of gold or
banknoles needed in circulalion, this inevitably results in
inflalion,!

Under these condilions Marx’s definition that inflation
is a congestion of the circulation conduits with paper
money was perlectly adequate. But capitalist cireulation
loday differs in many respeets {rom the 's when Marx
developed his money theory in A Cri > Palitical
Economyj.

What has changed?

a) Gold is no longer in circulation. Tt is concentrated
in the unds of the central emission banks and is used only
as universal money to settle balance of payment deficits.
Gold coins sometimes circulate in ceuntrie:

where inflalion
use to sell their
goods lor paper money. They are also hoarded, especially

in the less developed countri

progresses at so rapid a rale that people ref

b) Silver is no longer money. coins are used onlvy

as small chang

¢) Paper money in the narrow sense of the word. i.e.
reasury notes (or banknotes issued by the state) has form
ally disappeared from circulation.

d) Under modern capitalism banknotes have become the
main form of money in cireulation. Their economic nalure

LTt follows that the so-called “quantitative theory™ of monev
claring thal prices always change (in an inverse relation)

de

with changes

in the supply of money in circulatinn is wrong:
circulatlion rold coins or genuine {full-value) bar
result in a ce increase

In North-Fuast : ¥ coing (the
Maria Theresa Thaler) > as money. But this exception does
it conlradict the rule

in the

does not

]

he emission of paper money

"'I|'i|]| Lo ‘1|| wheth

has changed substantially. Now il is di
genuine credil money, issued to cover
t. A veryv large i':-"]-""'-'-i"'fl of bank

n

credil of tions, or notf. ] :
notes, probably the bulk of the money now in circulafi

in the capitalist world,
the enormous credits :
i fo various governmenlts, primarily for

issued directly on the basis ol

anted by cenlral emission banks

tmosi

the purpose ol covering budget delicils.

Credits Granled by the Central Banks Lo Governments!

curreney units)

U.8.A. (dollars) Germany (marks)

o T e R el Fe N o

O E R I el 1962 W s

Britain (pounds slerling) Swoden (kronor) .
T s R b B LS e el 3.0
1962 ik AN 4 B

nee (francs)

banknoles issued lor the government

Quite obviousl;
are not genuine banknotes but paper money, bearing only
an external resemblance lo banknoles.

I'his change in the economic nature of banknoles was
brought about mainly by the Second World War. In 1929
credits granted by banks to the U.S. Government accounted
for only 10 }‘-L:;“ cent of private ecredits, in Sweden and

L

they egual private credits.
Indirectly, a |

ortion of the credils granted by banks lo
privale persons is state credii. Private firms obtain credil
on government stock (military and other loans). In the
U.S.A. banks are obliged by law to grant credit on U.S.
military loans.

¢) In Britain and the British dominions, and especially
in the U.S.A., an ever increasing role is being played by per-
sonal cheques, which ave paid or compensaled lhrough the
drawer’s bank deposit. In circulation, cheques substitute

L International Financial Statistics, April 1963, pp. 112, 116, 230,

SRR DEN
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largely for banknotes. In Britain and the U.S.A. they are
used for large payments and are widely accepted even in
shops. Indicative of the great role played in modern circu
lation by deposils and cheques drawn on them, is the fact
that in bourgeois stalistics deposits are called “deposit
money' ! and are placed on a par with banknoles.

Thus Marx’s definilion of inflalion is correct even loday
inasmuch as state budget deficits still remain the decisive
reason for inflation.

Bul as “paper money”, i.e., treasury notes, are no longer
issucd, and only banknotes are in circulation, part of which
according to their economic essence is paper money, Marx’s
tenet that inflalion is a congestion ol the conduits of cir
culation with paper money needs additional explanation.
The role of paper money has now been taken over by bank-
noles (which have losl their former cconomic content), bank
deposils, shorl-lerm state loans, elc.

QOur economists often interpret Marx’s tenet to mean that
the congestion of Lhe channels of circulation with paper
money is the cause of inflation. In our opinion lhis is
wrong. The causes of inflalion are economic and nol tech
nical.

Marx did not go into Lhis question. He did not say whelher
the state resorts to the issue of paper money to cover
budget deficits because it is unwilling or unable to take
olher measures. The rcason for it is not hard to see. In
Marx’s lime the problem of inflation was an important parl
of the money theory. Bul as we have already pointed out,
inflation was rare in practice. At that time it could be ob
served only in a few countries, and its effects were neither
deep nor enduring.

But, during the general erisis of capitalism, and partic
ularly since the Second World War, inflation has spread
to all capitalist countries and has become an acute economic
and political problem. 11 is of particular importance to the
working class since il affects both its living conditions and
the success of its struggle against the capitalists. It is,
therefore, necessary to reveal the economic and political

' An example are official UN, data. They show that in mosl
capitalist countries the sum ol deposit monies comprises aboul half the
sum of the banknoles in cireulation, in the U.S.A—the two are almost
edqual.
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conditions responsible lor universal inflation, to find oul
why all bourgeoi
tral emission banks as a cover) had to pul large sums ol
surplus money into circulation.

\ distinction should be drawn between inflation as a
process, expressed in the rise of prices, and an inflated
price level, persisting even afler a stabilisation ol money
has been achieved. The stabilisation of money in present
day conditions does not mean a relurn to the price level
prevailing prior to the beginning of the inflation process,
does not mean a restoration of the pre-inflation purchasing
power ol money. The gap belween prices expressed in
monelary units, which formally represent the former
amount of gold, and the value of commodities remains even
after the money has been stabilised. The economy adjusts
itsell' to these new price levels, and only a deep economie
crisis of overproduction can narrow (he gap erealed by the
inflationary process.

governments (using loans from the cen

We arc using U.S. data lo illustrale Lhese condilions
because in mosl other capilalist counlries there has been a
devaluation of money alter the Sccond World War, ic.,
an official reduction in the weight of gold represented by
the money unit circulaling in the country. In France, for
example, the dollar rate has changed repeatedly since the
war.

These daia prove that a simple repetition of Marx’'s
definition of inflalion does not explain the course laken
by inflation in the U.S.A. eilher during or since the Second
World War. (See table on p. 192.)

Between 1937 and 1945 the total money (banknotes) in
circulation increased by 300 per cenl, deposits by 200 per
cent, while the state budget deficit amounted to the enor-
mous sum of 200,000 million dollars. However, the official
index of wholesale prices grew by only 20 per cent. But
the index does not reflect the real state of affairs, for il
fails to take account of military deliveries and black mar
kel sales. The correcl price index was probably not 62 but
ranged between 80 and 100.

The opposile applied between 1945 and 1950, The total
money in circulation deereased by 1,000 million dollars.
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Data on Post-War Inflation in the U.S.A.

(000 mi at the end o
1937 345 i
Currency in circulation S (8] 26 2o | 26 ol
Deposite in commercial banks . 24 ‘ Tt 92 | 109 11%)
state ]l|1-}:_'l'|‘1. deficit, summed up
for a |w|"un:' helween years . . 200 ¢ i |1 1)
Goldigtock: & - & & ST e ;O R e R (. 17
Index of industrial production | I |
(1953 100) HIRAST F A e 46 80 24 106 120
Wholesale price index (1953= 100y | 51 62 G4 ‘ 104 108*#

total deposits grew by only 20 per cent and the official
wholesale price index by 50 per cent.

Between 1950 and 1961 the movement ol all these factors
became more normal. Money cireulation by aboul
16 per cent. This could not have an inflali
the decisive factor in U.S. economy—indusirial output
agrew by more than 75 per cent during that period. The
commodily turnover grew in approximalely the same pro
portion. and hence, assuming that the rate remained slable,
he need for money increased. Yet, the price index grew by
aboul 15 per cent.

For the whole period between 1937 and 1961 the stale
budgel deficit amounted to about 238,000 million dollars.
while the sum of banknoles in circulation »w by only
24,000 million dollars or 10 per cent. Obviously, only a
very small part of the budget deficit could be covered by
lhe increased issue of banknotes, and therefore it could
not have been responsible for the inflation, especially since

nary effect since

U ilistorical Statistics of the United Siates, 2nd Edition, pp. 647
711, Statistical Yearbook of the Unifed Nalions, 1956, pp. 452,
190; 1961, p. 72. Monthly Bulletin of Stafistics, May 1962, p. 120

L v e
e 1963, pp. 22, 12

&
* Recaleulated by the author from base 3 1958=100 to base
1953=100. All wres in the table are ro I off to thousand
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the substantial growth in commodity circulation would have
made it niecessary to increase the supply of banknotes in
circulation even if there had been no price advance.

We think that the following are Lhe main laclors re-
sponsible for the above:

1. Price limits enforced by the government. This is an
entirely new factor, which did not exist under the pre-
monopoly capitalism studied by Marx, with its mechanism
of free price formation through compelilion on the market,
based on the price of production.

State price regulalions kepl official prices much lower
lhan they would have been if they had corresponded lo a
greater increase of banknotes in circulation. When state
regulation of prices was abolished in 1946, prices soared to
a level roughly corresponding to the real state of affairs.

In Brilain, where price regulation was not abandoned
immediately alter the war and where the black market
played a far less important role than in the U.S.A., the price
advance proceeded more regularly:

Oificial Wholesale Price Index in Britain?
(1953=100)

1937 1045 1948 950 | 1955 1961*
: L = 1 —
33 52 67 80 104 105

The devaluation of the pound sterling by 30 per cent in
1949 had very little effect on price formation.

2. The money turnover rate decreased during the war.
Large sums of cash were in the hands of black markel
speculators. Black market transactions (at prices higher
than the official ones) were made in cash so as to leave no
records.® U.S. armed forces, stationed far from the US.A.,

I Statistical Yearbook, 1956, p. 460; Monthly Bulletin of Slalistics,
June 1963, p. 118 et passim. "

2 Recaleculated by the author from base year 1958=100 to base
yvear 1953=100.

3 During the war the supply of money in eirculation grew rapidly,
especially of banknoles of a high denomination,
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had large cash sums al their disposal. Thus a part of the
banknotes was deposited-abroad, where devalualion set in
earlier and more violently than in the U.S.A.

In this manner conduits of circulation were filled with
paper money even though it differed from that used in
Marx’s time.

The real reason [or universal inflation both during and
after the Second World War stems from the deep changes
in the economy of the participant capitalist countries as a
result of the war. War expenses eat up as much as half
the national product—arms and other war materials are
destroyed in battle and thus become a deduction from the
nalional income and wealth, also the real national wealth
and national incomes of the warring countries, especially
of those devastated by the war, decrease while the nominal
national income and national weaith, expressed in money
terms, grow because the government pays for all military
deliveries at a much higher price than the price of produc
tion. This confradictory movement of the real and nominal
nalional wealth and national income is the real economic
reason for war-time inflation, while the blocking of the
channels of circulation with paper money is the conse
quence.

Present-day methods of financing wars, and peace-time
military expenditure make it possible to cover the enormous
state budget deficit without a large issue of additional paper
money. At present it is not a direct issue of additional paper
money thalt corresponds to the inflated post-war sum of
prices but the increase in deposits, used in the wholesale
commodily circulation turnover instead of paper money,
and the issue of war loans and other substitutes for |):1pt‘::-
money.

All ‘these problems require further study. One thing is
clear, however, that the genuine reason for inflation is-hnni
the filling up of the conduits of circulation with |,;1|[.1.m'.
money but a discrepancy between the real and nominal
national income during the Second World War and after il.
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Inflation brings great changes in the distribution of the
national income between the different classes and layers of
capitalist society. It brings sufferings to the worker, whose
real wages rapidly fall because money devaluates quicker
than wages rise and it brings even more suffering to salaried
workers, officials and pensioners, whose wages are fixed for
a long time ahead. Rentiers also sufler losses. Huge losses
are incurred by creditors because the purchasing power of
the money they receive in settlement of debts is much
lower than the purchasing power of the money they orig-
inally lent. Inflation also affects artisans and petly traders,
who by force of habit continue to sell their commodities at
the purchase price plus the usual mark-up. Their books
show a profit, but the money realised for their commodities
enables them to buy less goods than they sold.

Inflation is profitable for the ruling class—the induslrial
bourgeoisie—which buys labour power below its value, and
purchases raw materials from “independent™ producers
below the price of production, seltles its debts in devaluated
money and receives ever greater credils from the banks
(in the final analysis these come from the central emission
bank). The indusirial capitalists buy material values on
credit and setile their debts with devalualed money. Land-
owners, kulaks and house-owners also gain from inflation,
for it automatically pays ofl mortgages. Large-scale specu-
lators—bankers, who engage in currency and commodity
speculation—also benefit.

Seeing that the ruling classes profit from inflation, our
economists often contend thalt such a state of aflairs is
always profitable for the bourgeoisie. However, they are
wrong.

Inflation is only profitable to the bourgeoisie at a certain
stage in its development. But every inflation produces a
progressive and accelerating devaluation of money. At a
certain stage of development the disturbance to capitalisl
reproduction caused by the inflation assumes so large a
scale thal it becomes unprofitable even for the bourgeoisie.

“Excessive”, “uncontrollable inflations” tend to disturb
the commodity turnover since nobody wishes to sell com-
modities knowing that their prices will rise on the next day.
The links between town and country are disrupted when
peasants find that they are unable to buy the commodities
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they wanl in town, they quickly stop supplying towns wilh
food, refuse to sell their products for rapidly depreciating
money and are interested only in barter—a shirt for meal.
The labour discipline in factories suffers too, since the
workers lose interest in wages which are paid in rapidly
depreciating money. Many workers even stop working
because they have to leave town in search of food. Faclory
owners are forced to supply their workers with basic food-
stuffs or to pay them partly in kind, in the output of the
factory, which the workers can then use for barter with the
peasanls. Paper money thus loses its value and ils place is
taken partly by some stable forecign currency, gold coins
or even gold bars. All capitalists are forced lo take up cur-
rency speculation to counter the devaluation of money, ele.

At a cerlain poinl every inflation becomes unprofitable
and harmful not only lo the working people but, with the
possible exceplion of a handful of professional speculators,
also lo the ruling classes. The bourgeoisie therefore finds
it necessary to put an end to the inflation and stabilise the
currency.

We can draw on many hislorical facts to prove that this
is 50. There have been over a hundred major inflations in
various capitalist countries since capitalism emerged. They
all ended in stabilisation. This stabilisation was effected by
the ruling bourgeoisie in its own interests. The fact that
in a number of countries the bourgeoisic was unable to
stabilise the currency for as long as 15 to 18 years shows
that capitalism has weakened in the present stage of its
general crisis, A number of highly developed counlries are
now deliberately carrying through a slow, regulated in
flation according to John Maynard Keynes's recommen
dations.

In the second half of 1963, France and Italy were com
pelled to take strong measures to stop the rapid price
advance, including the establishment of price limits for
many commodities in France. This had to be done in spite
of the fact that there were huge gold reserves in the central
banks of both eountries and that these reserves were grow-
ing. To maintain its remaining gold reserves, the United
States was compelled to ask the West European central
banks nol to demand gold in exchange for their dollar
deposits in the U.S.A. and had to cut down on its foreign
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spending. even though this harmed its role as the leading
imperialist power. o 53 .

Inflation generally ends with a stabilisation of money,
even if a temporary one, but its consequences (!(; not disap-
pear without trace. The purchasing power of the money
unit becomes smaller than it was before the inflation, even
if the official gold backing remains unchanged, i.e., stabili-
salion is effected without devaluation. Alter a protracted
inflation, the capitalist economy adjusts itsell to the new,
higher price level. The formation of monopoly prices, cy-
clical changes and price fluctuations on the market ])l‘('.)l',f'.ed
at the new and higher level. The distribution of the uallom.ll
income, which changed greatly during the inflation 1is
gradually restored and approaches the pre-inflationary
pattern. Capitalist reproduction counlinues 1o funclion
“normally” but at a new price level. _

We said above that the price advance since the Second
World War was not of a purely inflalionary nature, since
a part of il can be accounted for by monopoly price I)mnlr;i-
ing. This can be seen from the following: if the price
advance were purely inflationary, it would have applied
in a more or less even measure to all commodities. Only
changes in the value of commodities could have accounted
for such differences. _

A more or less proportionale increase in the price of all
commodities would have indicated changes in the value of
the commodities. But actually the prices of monopoly-
produced commodilies rose much higher than t}m.s_c- of non-
monopoly producers. This can be seen from the price move-
ment in the U.S.A.. where the nominal gold contenl of the
dollar has remained unchanged.

Price per Ton!

(dollars)
1630 | 1061
| (Tanuary) i (December)
|. Monopoly produced commodilies i
Steel ingols . 34 80

I Morgan Guaranty Trusl Survey, January 1962, pp. 10-11.
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Continued

1961
{(December)

Pigidson: 1 = 00T LT et ! 20.5 |

Petrol (Oklahoma) . . . . . . . . | -l | II?
2, Non-monopoly produced commodities |

.‘-xl_w-i serap QT R ‘ 15.5 ‘ a6

Pigs (Chicago) per hundredweight 7.35 16,35

Heavy skins (cents per pound) . ., ‘ 145 ‘ 'l’sl'pli

e l'l;!l'llil('lt“l'}.('.ﬂ in the first group increased by an
average of 200 per cent, those in the s y about 1
: r cent, s¢ in the second—by abc
st 1—by about 100
A similar trend can be observed in industry

Index Numbers of Wholesale Pricest

1. Highly monopolised commodities
Fuel
Metals . 99.6
Machinery : - S
2. .\nrH-n:lm-l[:---li-c.--l or less 1 : Rae
Hised o ess monopolised 17
oditiss 5 NOpoiIsed com-
Farm products ‘ i |
Textilos . : 105.9 95.3
Miscellaneous X ‘ }U:{;; |‘I“1-J'H
0.4 ‘ 05.4
True o fl el M, 2
['rue, these figures are far from accurate. but the tend

s clearly visible. Changes in the value of the com
n}lnml:{s.w cannot account for a different f-fl‘anh in the price
ol commodities produced at monopoly ‘and hrm\-nmr'.nf\ 'I[:
enlerprises. And the fact that we observe such ch e
primarily in the first group of commodities \I\'ilwr .'llr
progress advanced much quicker than in il;t‘ 5

changes
echnical
second, shows

Federal Reserve Bulletin, Angusl 1952, p. 1052
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thal our reasoning is correct. It also shows that non-monop-
oly enterprises were unable to make the consumers of their
commodities pay the whole of the monopoly surcharge.

& * ]

This poses a new question—how can we explain the fact
that even now, when the currencies of most capitalist coun-
tries have been stabilised, a kilo of gold will buy far fewer
commodities of the same quality than before the war?

At present we arc unable o give an exhausfive answer
to this question, even though it is of the greatest conse-
quence to the Soviet Union, itself a large-scale producer of
the gold that is often used as universal money for commod-
ity purchases on the world markel. It is most important
(rom a theoretical slandpoinl.

We know that whenever and wherever there is a regular
exchange of products, be it barter or a commodily turnover
by means of any universal equivalenl cattle, iron, silver,
gold—the products or commodities are exchanged (sold)
according to their value, i.e., according lo the socially neces-
sary labour embodied in the commodity unil and the
universal equivalent,

For what reason then does a kilo of gold fetch less than
half the amount of commodities it did before the war?

Gold imported into the U.S.A. is exchanged (as in other
highly developed countries) at the rate of 35 dollars an
ounce. But 35 dollars will now buy only 50 per cent of
what they did before the war. Theoretically we could
assume that each commodity unit now contains twice as
much labour time as it did before the war. But this is
obviously wrong. Since 1938 the productivily of social labour
has grown by least 30 to 50 per cent. Hence, a com-
modity unit now contains less labour time.

We could also assume that the labour time embodied in
a kilo of geld is now half of what it was before the war.

Jul this, too, is out of the question—there has been no
technical revolution in gold mining and a kilo of gold con-
tains no less, or at least not much less, labour time than
it did belore the war,

What we do see is that gold being exchanged for com-
modities fetches less than its value and that this has made
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gold mining unprofitable, as can be seen from the drop in
gold production in the capitalist countries as compared
with the pre-war level, while the production of nearly all
other commodities has grown substantially.

Volume Index Numbers in Capitalist World!
(1953=100)

Primary | Production in
eommodities manufacturing

~1

w‘
EBEEL e S e S 1
l s

Indusltrial production has nearly trebled, the production
of primary materials (agriculture, fishing, mining, ecte.) has

grown by 50 per cent. Gold is almost the only producl
whose output has not grown.

5l
140

By =g
L

Gold Production in the Capitalist World?

(thousand ke)

a4 nQ e )
993 1,108 | 654 1 044

Owing lo the present low rate at which gold is being
exchanged for commodities, enterprises mining it under
adverse conditions are unable to make the average rate of
profit.

How can we explain the strange fact that gold, which
even loday serves as universal money, i.e., the only
universally accepted form of currency, is being exchanged
below value?

This could be due to the following causes: during ,lhe

.I Statistical Yearbook of the United Nations, 1961, p. 59.

" Ibid., 1957, p. 174; 1961, p. 153. The sudden drop during the
war is probably due to labour shertage,
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Second World War, and a few years after it, all capitalist
countries had a passive trade balance and balance ol pay-
ments with the U.S.A. This brought on the dollar deficit.
The U.S.A. seized a considerable portion of the capitalist
world’s gold reserves. Other countries having a l:'lm'u‘tic:ﬂl_}'
passive balance of payments were unable to maintain their

cold reserves.

Gold Reserves of the United States

(thousand million dollars at the end of the year)
(at 35 dollars an ounce)

1949 l b =
1029 ‘ 1938 (magimum) | 1955 ‘ 1962
g | L : S
4.0 ‘ 14.5 2.6 ‘ 21.8 6.0

The U.S.A. accepled gold at an unchanged rale—al 30
dollars an ounce. This was profitable for U.S. business since
owing to the inflationary devaluation of the dollar Lhey
ivine far fewer commodities per kilo of gold than
ofore the war —less Lhan they would have had to

‘This ¢an be proved by two facls.

Until very recently an ounce of gold was sold on the
black markets of New York, London, Paris, elc., not al
25 but at 40 to 45 dollars an ounce. In 1951 the Republic
of South Africa. the world’s principal gold producer, sold
about 40 per cent of its oulput as industrial gold at a price
higher than the 35 dollars an ounce being paid by the
US.A. and all the banks of the capitalist world.! In the
U.S.A., too, more than the official rate was paid for newly
mined gold. : .

The gold producing countries, such as the lepublic of
South Africa and Australia, insistently demanded an
increase in the “price” of gold, but the U.S.A. no less
insistently refused to fall in with this demand.

Y. Varga, Osnovniye veprosy ekonomiki i politiki imperia-

lizma posle ptoroi mirovei peing, pp. 66-67.
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All these issues are concealed in bourgeois economic
writing. Instead of quoting commodities in gold, the univer-

sal measure of value, bourgeois papers quote the “price” of
o] y [

gold in differenlt currencies. Instead of expressing the rale
of currencies in gold, they are officially quoted in dollars
and cents.

By selling gold, the central banks support the rates of
their currencies not in relation to gold but in relation to the
dollar. Everything seems to have lurned upside down.

This is all the more strange since the U.S. dollar is not
a gold currency. Dollar bills are not exchanged for gold,
even though they formally have a 25 per cent gold backing.
U.S. citizens (exceplt jewcllers) are not allowed to slore
gold, cither at home or abroad. Gold is paid oul only to
foreign countries and central banks in payment of U.S.
debls. The gold rescrves of the United States are lower
now than they were in 1939. In 1962 the per capita gold
reserves ol Swilzerland or the Netherlands were higher
than those of the U.S.A. :

But in spite of the fact that officially the dollar is being
cquated to gold, the true rate gradually re-establishes itself.
The bulk of newly mined gold is sold not to lhe central
banks at the official rate of 35 dollars an ounce, but is
bought by private persons, at a much higher rate and
hoarded. .

According to the report of the Infernational Monetary
Fund! for 1961 over 50 per cenl of the gold mined in the
capitalist countries between the beginning of 1950 and the
end of 1961 has not been sold to the central banks at the
official rate but been bought up by private persons for
hoarding or for the production of jewellery. In 1960 private
gold purchases accounted for 1,035 million dollars, while
the increase in the gold reserves of the central banks. for
only 340 million dollars. Even though the United States has
concluded agreements with most West European central
banks obliging them to grant the U.S.A. temporary credils
to artificially maintain the dollar at its official rate. these
banks too are trying to exchange dollars they accumulated
during the dollar shortage. ‘

The tendency to exchange the dollars in bank reserves

L Neue Ziircher Zeilung, Oclober 21, 1962.
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for gold has become universal and can be seen particulary
in Switzerland, the Netherlands, Italy and West Germany.

Reserves of Emission Banks!
the end I_'-,'r the _!,-'r.’ﬂ.r)

(million di

1051 ‘ 1960 ‘ 1962
0 T { gold 635 i
Belgium foreign currency 419
g ¥
; { oold 597 |
P \ foreign currency 19
: : [ gold 28 2,971 3,679
West Germany - foroign currency 4217 3,766 2,768
{ egold 333 2,203 2,243
Tt = L3 I L i)
[taly \ foreion currency 441 §7¢ 1,198
[ gold 544 | 1,451 | 1,581
Nelherlands . (1952) - '
] foreign currency | 379 291 162
sl [ gold | 1,451 | 2,185 | 2,667
Switzerland 3 Yorsion currency | 193 | 139 205
e f aald | i | 2 800 A
Britain® 1 foreign currency | - 31 | —

The devaluation of currencies is another way of re-estab-
lishing a normal rate of exchange. According to the report
of the International Monetary Fund, 23 countries have low-
ered the nominal gold content of their currencies during
1962 alone.

Since the artificially maintained official rale of exchange
between the dollar and gold does not correspond to the
law of value, it is to be expected that it will soon be
changed and that the rale between them will be dictated
directly by the law of value and not in the roundabout way
it is now. Sooner or later there will be a devaluation of the
dollar—this is inevitable. The abnormally high rate of the

dollar could exist only so long as Lhe U.S.A. was econom-

I Statistical Yearbook of the United Nations, 1961, p. 521 et passim;
Monthly Bulletin of Statistics, June 1963, p. 171 el passim,
2 Figures for other years are unavailable.
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ically strong enough Lo force all other capitalist countries
to accepl the exaggerated rate.!

# %

We should also like to touch upon another problem that
has been given little atlention in Marxist studies and calls
for further research.

Gold is the universal equivalent and measure of the value
of commodilies. It is a belter equivalent than all the other
commodities which have, during the course of history, ful-
filled Lhis function. A small weight of gold contains a large
amount of embodied labour time, it is easily divisible, ol
equal quality in all its parts, ete. Like all other commodities,
lI.w value of gold changes. Marx shows this in A Confribu
tion lo the Critique of Political Economy. The value of an
ounce of gold differs in various gold mining enterprises as
does lhe actual labour time embodied in exlracting it. Fur
thermore, gold may be produced bolh from rich and from
poor ore; may be produced by primitive manual techniques
or with the most up-to-dalc machinery. Some gold mining
enterprises are paying extremely high mine rents. The div-
idends paid by some South African enlerprises have covered
invesied capital a hundred times over; many, on the other
hand, have gone bankrupt or have stopped production.

T'he poinl is that in gold production expenditure depends
almost exclusively on the mass of ore extracted and nol
on its gold content, which differs within wide limils. In
1962 the ore extracted at the South African Geduld mines
contained 20 dwt of gold per ton of ore, while that extracted
in the Breakpan mines contained 2.17 dwt or slightly
more than one-tenth of the gold content of the former.2

What economiec mechanism transforms gold, which is
mined in different places and under different conditions and

. ‘_ The I'r_rlln\\-'in;; shows how distorted the present situation really
is. Gold coins, eyen those being minted now and therefore no rarity,
stand :r:u‘r|1.~:ullw-_ulnf‘v above mint par because it is convenient lo hoard
them. The Swiss gold coin (minted in 1925) for 100 francs is quoted
at 957 per cent above mint par; the British sovereign at 20 per cent
!!;-!‘ American ten-dollar coin at 30 per cent, the 1915 Austrian !’l||l|‘
coms at 7 per cent above mint par. (Neme Zircher Zeitung, October
26, 1962.) '
* Neue Ziircher Zeitung, October 27, 1062,
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initially differs in value, into a world currency or universal
money with a unified value per kilogram? In other words,
which of the different values at which gold is actually
produced, determines the value of the end product? Or, to
put it in other words—what determines the presence and
scale of the differential mine rent in the gold-mining
industry?

This problem cannot be solved by drawing a parallel
with other commodities whose price includes differential
renl (metals or wheat, for example). The price of the mass
of these commodities still necessary to salisfy effective
social demand is determined by the value of “marginal”
units, produced under the worst possible conditions, i.e.,
in conditions in which the highest labour time is contained
per commodity unit. For the sake of simplicity we shall
disregard absolute rent.

But as far as gold as a world currency is concerned, the
problem of the amount needed lo satisfy social demand
does nol exist. In this sense gold has no marginal valuc
determining lhe value (price) of the total oulput—all mined
gold is needed. There are not and cannot be dillicullies over
its realisalion since gold, as the universal equivalent, is
exchangeable lor all other commodilies.

The problem is simple enough for each individual gold-
mining enlerprise. If the production of a kilo of gold costs
more than the gold itself the enterprise runs at a loss and
must be closed. If expendilure is lower than the cost of
production and the invested capital yields the average rate
of profit, the enterprise is viable. If, for example, only half
a kilo of gold has to be spent to produce a further kilo,
mine rent is formed. This renl is expressed in terms of
gold, and naturally also in the currency of the relevant
country.

The problem is to establish what individual value becomes
the universal gold value and by what economic mechanism
this transformation is elfected. The problem is complicated
by the following. Only very little of the gold mined is used
as industrial gold. The bulk of the annual yield becomes
world currency. The known gold reserves of the capitalist
world (excluding the gold hoarded by private persons)
amountled, at the end of 1960, to 40.5 thousand million dol-
lars. This is about 50 times the annual yield and about 100

i
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times the amount of gold being added annually to the gold
reserves. This shows that the currency funds contain gold
mined a hundred, and even more years ago. There can be
no doubt that the value of gold mined 100 years ago by
predominantly primitive methods was much higher than
that of the gold being mined today.

This gives rise to the following queslion: does the value
of the gold being mined loday determine the value of all
the gold stored in the currency funds? Or is there some
sort of historically established average value for all the gold
in stock, which is exerting an influence on the value of the
gold being mined today?

We are merely raising this question without being able
lo give a satisfactory answer. So complicated a question
needs detailed study by Marxist financists.

CHANGES IN THE REPRODUCTION
CYCLE FOLLOWING
THE SECOND WORLD WAR

In investigaling this problem Marxist economic science
has to answer the following questions:

1. Why does the reproduction cycle of the 20 years fol-
lowing the end of the Second World War differ substantial-
ly from that of the inter-war period? Is this dillerence due
only to the far-reaching changes in capitalism during and
after the Second World War or are other reasons respon-
sible for it?

2. Why are there such striking differences in the devel-
opmenl of that eyele, on Lhe one hand in the U.S.A., Canada
and to a certain extent in Britain, where slight improve-
ments rapidly alternated with shallow crises, and in the
continental European couniries (France, Weslt Germany,
[taly), on the other, where no crises of overproduction (the
drop of induslrial oulput below lhe level for the preceding
yvear) have as yvet set in?

Admittedly, never in the history of capitalism have cycles
fully complied with Marx’s scheme. The laws of the repro-
duction cycle, like all laws, are no more than scientific ab-
stractions, and are determined by the different tendencies
and counter-tendencies at work in capitalist economy. But
the history of capitalism has never before known so great
and enduring a divergence between the lwo main parts of
the capitalist world—North America and continental
Europe.

3. Finally the most important queslion—will capitalist
reproduction, so long as ecapitalism continues lo exisl,
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follow the pattern of development of the U.S.A. or of the
West European capitalist couniries?

Let us remind the reader that during the inter-war period
the production cycle was running relatively normally. There
were lhree world crises of overproduction: 1920-21, 1929-33
and 1937-38. Of them the 1920-21 crisis was not long-lived
and nol deep; the 1929-33 crisis the longest and most pros
trating in the history of capitalism, and the 1937-38 crisis
of average intensily.

Below are lhe indices of world industrial output during
that period.

General Index of the Capitalist World's Industrial Outputt
(1929=100)

1913 . 1.9
1920 777
1929 856.0

96.4
1932 . S ) ey H3

(minimum)

Though these dala do not claim absolule accuracy, the)
are accurate enough to show the eyclic course of reproduc
tion. If we had monthly figures, the amplitude of oscillation
would be even greater. The figures show that between 1920
and 1938 production grew by about 50 per cent, or by an
average of 3.5 per cent a year. But growth was confined to
the period between 1920 and 1929. From 1929 to 1938 there
was practically no growlh; nor was there any real upswing
after the 1929-33 crisis.® The 1937 peak exceeded the 1929
level by only 4 per cent.

The 20 years since the end of the Second World War
differ considerably from the two decades following the end

L Mirovoye khozyaistvo (World Economy), Russ. ed., 1938-39, p. 362.

2 The exception was Germany where war preparations altered lhe
reproduction cycle.
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ol the Firsl World War. World industrial output grew at a
more rapid pace, the eyelical movement was expressed much
less clearly ;'t_i'lt.l the oscillations were less t"'uinﬂ]lll't'li,

Index of the Capitalist World's Industrial Production®
(1953=100)

i ; o -
) o = | e}
S | = = = o

._;I;‘:pl 61 | 68

During the post-war period industrial output more than
doubled. The average yearly growth was 5.5 per cent, i.e,
higher than during the infer-war period.

As menlioned above, produciion growih was not the result
of industrial development in the less developed countries,
but was due almost exclusively to an expansion ol output
in the highly developed capitalist countries.

The U.N. gives the following percentages for the shares
of groups of countries in the world industrial oulput
between 1953 and 1958°:

1953 . . e 55.0

:
FORELL L gt TERAAL 49.5

During the five years in which the imperialist countries
were beating the drum about the development of productive
forces in the less developed countries, the share of the

{ U.N. data. Statistical Yearbook of the United Nations, 19565, p. 115;
1961, p. 60. Monthly Bulletin of Statistics, May 1962, p. VI June 1963,
p. VL.

? Recaleulated by the author from 1958=1010. j _

& Statistical Yearbook of the United Nations, 1961, p. 62 et passim;
Monthly Bulletin of Siatistics, February 1963, pp. XLI-XIV.
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latler in the capitalist world’s industrial output increased
by only 0.4 per cent—a figure well within the limits of
stalistical error. The highly developed countries continue
to account for the bulk of the world’s industrial output.

During that same period the cyclic movement of world
capitalist production was expressed only feebly. In the crisis
year of 1958 the indusirial output of the capitalist world
dropped by only 3 per cenl below the 1957 level. There
was no depression phase—indeed the 1959 output level was
considerably above the preceding peak.!

And yet development remained extremely uneven in lhe
highly developed capitalist countries, Tt depended on the
degree fo which their economies had been dislocated
during the war and, in particular, on the sltate of their
productive apparalus (fised ecapital, raw materials, ete.).
The countries which were not exhausted by the war and
had not been devaslated, began to increase Lheir output as
soon as they had overcome the difficulty of shifting from
war to peace-time production: but the countries which had
been devastated by war and whose productive apparatus
had been seriously damaged, necded several years before
they were able to expand their outpul.

Below we give figurcs on indusirial outpul in the impor
tant capitalist countries, grouped according to the 1947
production level. (Sec table on p. 211. ;

The table shows that:

=, |

a) the vanquished countries. whose post-war outpul was
extremely low, managed to raise their output withoul an
interim critical drop; the 1958 crisis affected their produc-
tion growth rate only to a very slight degree;

b) in 1962 the industrial production level in these
countries was about 200 per cent higher than it had been
in 1937—i.e., they had developed quicker than the U.S.A.
and Britain. The causes for this rapid development will be
explained below;

¢) as distinct from the vanquished countries, a number
of comparatively slight crises hit the U.S.A. During the pasl
cight years production has grown very slowly both in the
U.S.A. and Britain. g g

L' A consideration of monthly data would furnish a slightly greater
difference, i
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Index Numbers of Industrial Produetion
(1953=100)

West " | 1
Germa- | Italy | France | U.S.A. | Britain | Canada
1y
| |
p | ._-\_ A - £ el £
QIRTH v o i |80 | 78 £i3 78 46 76 a
1947 3 B o B 29 [ e 7l [Es ] 1] i:_l
3 ) ~Q 14y 70}
EIER ol e 38 40 81 (] u‘wa 1
10449 geb [T v 48 LY 88 72 H.‘: hi‘.l
e = 3 i () b
EEGEY o b g e 59 72 88 b.| l!: ;)!1
- 1 0O 04
126 57 RN R R 740 ] 25 99 90 o7 | i’
195 el B2 103 | 93 04 94
1L L N W - 2 92
g ' i AR ) Y A0
1o RANHEE MRt il 11 100 100 100 | ll.}!.'f I lt_.\_:
) 108 112 109 03 107 98
i § ' ; 5 S i Iy ' AN W
4 e R L SN R R 129 |.f'.l.r 106 | ].], 110
(15T SRR IR e 7 S 133 | 109 | 1!: 120
= s ; g
05T - e o o e 28T 147 144 110 | 114 L.ll
FONS: sl i ool LEGTRE 151 150 102 | 112 120
33 S | ) 162 | 156 | 116 | 118 | Ei'cl
146 180 | 174 | 119 126 130
191 184 | 120 128 133
1961 . 9 ; 184 : }
1962 . 200 206 196 122 129 141

Marxist economists are divided on the iilt{‘I'[)I'L‘l;’!til'_!ll ol
these facts, some declaring that the cyecle following the
1937-38 crisis continued ri;,ihl through the war and ended
with the regular erisis of overproduclion in I_‘.i-li_\_

We disagree. The Second World War, hl‘u.- every other
great war,® interrupled the normal course of the cycle and
created an enormous demand for war nmlmw.-sl.w‘:-uu] a
corresponding reduction in civilian production, with the

1 U, N. data. Statistical Yearbook of the United .J’\'.rJH.HH..I'?, 1955, p. 'H?.
el passim; 1961, p. 71 et passim. Monthly Bullelin n{ f!r:!l:a:lfui'.ls-,l:[\-{::};l
1962, p. 16 et passim; June 1963, p. 16 et passim (1962 recalculated

; v author from 1958=100).

2 jll‘:-\-'fell-.'u':': comparing with 1937 and not 1938 because the latter
sis year, and 1939 marked the oulbreak of the war. Sy e
the comparatively small war in Korea exerted a t_'rlll.x!f.l:‘.‘i'\E]._u:‘:
influence on the post-war cycle—reserves of slralegic raw malerials
were created, military spending increased steeply and prices soared.
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result that, for a number of vears, the effective demand
oulweighed supply. In conditions when nearly half the
gross nalional product of a capitalist society goes to satisfy
war needs, when enormous wealth is destroved by the war,
when the main problem of capitalist enterprises becomes
not how to sell their goods, but where to gel the necessary
raw malerials, machines and labour force to produce them,
there can be no overproduction of commodities and no crises
of overproduclion, and hence no cyclic movement of
reproduction. Thus world war-interrupts the cyclic move-
ment of reproduction; indeed cyclic l'epmd;lcli()n and
crises of overproduction are simply inconceivable.

The main function of the cycle, of both its course as
a whole and its separale phases, is lo create the condi-
tions for a crisis of overproduction. During the war
years no such conditions are crealed. For Lhis reason
periods of prolonged war must not be included in the
cycle.

There are those who object to this argument. They say
that the cyclical nalure of reproduction stems from the
operation of the gencral laws of capitalism and that capilal
Ism remains capilalism even in times of war. For this
reason, Lhey say, the cyclic course of reproduclion continues
even during the world wars. b

\\'(- consider this approach too dogmalic. 1t lacks what
Lenin called “the living soul of Marxism”™—a concrele
analysis of a concrete situation. After all, Marx established
the laws of the capitalist economy in peace-time. Even
though there were wars in his time, thev did not exert a
great influence on the economy and “military economy”
simply did not exist. 3 oy ‘

Some of our economists expressed the opinion that the
war itsell’ creales the conditions for a erisis of overproduc
tion because of the excessive development of the war
industry and its associated branches (ferrous and non-fer
rous metallurgy, the metal-working, chemical and other
industries) and the lagging behind of industries producing
consumer goods, i.e., creates a major disproportion within
!.ln.- economy. This theory echoes the bourgeois and revision
ist view that it is not capitalism itself that is responsible
tor the crises of overproduction, nor is it the contradiclion
belween the social character of production and the private
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capitalist form of appropriation with the ensuing poverly
and prolelarianisation of the masses, bul a disproportion
between the various branches of production.!

This is incorrect. The fact that after a period of war the
productive capacity of some industries is too high, and
that of others too low, may cause a partial crisis in some
war indusiries, but cannot bring aboul a general crisis
of overproduction. In many important industries, especially
those producing consumer goods, demand conlinued to
exceed supply even alter the war.?

The only fact which could be inlerpreted as an indicalion
of overproduction during the war was the drop in the
general index of indusirial output in the US.A. in 1944
from a peak 244 (1935-39=100) in February to 230 in July?.
However Lhis drop was due primarily to an overestimalion
of the requirements for means of transport and heavy
armaments; lhe drop in production therefore affected
mainly engineering (including the produclion of ianks,
guns, cte.) and transport machinery building.

The facts show that this drop in production was not of
a cyclical nature: a) in 1946 there was slill a general

! This based on the tenet of English classiecal political
cconomy - commodity includes wages, profit and rent,
i.e 1t the ity in itself creates the purchasing
power al a gencral crisis of overproduction is
therefore ssible,

This it was refuted by Marx. Even so it
continues to circulate to this day. In the mouthpiece of the Guaranty
Trust, the largest American bank, we read that every bit of the cash
value of any article produced or any service rendered represenls some-
body’s income or purchasing power. ... I goods are unsold this is notl
an indication of low purchasing power but of the fact that this power
is not utilised to the full.

? Even in the U.S.A., where the organic composition of capital is
much higher than in the other capitalist countries, the share of Depart-
ment 11 is not smaller than that of Department I. During 1957 an equal
amount of durables and non-durables was sold-—about 170,000 million
dollars worth of each (Survey of Current Business, February 1958,
p. 5-8). The durables included consumer goods such as cars, furniture,
etc. On the other hand., American statistics include coal and petrol,
which are used predominanily as means of production, in the non-
durables group, Bui on the whole, the division of goods into durables
and non-durables more or less corresponds to the division into Depart-
ments I and II.

3 Statistical Abstract of the United States, 1944-45, p. 796.

et is wrong-
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shortage ol peace-time goods in all capitalist couniries;
overproduclion was observed only in war materials;
b) there was a drop in production in the second half of
1945 and in 1946 not only in the capitalist countries, but
also in the Soviet Union, in spite of Soviet economy’s
planned and crisis-free development,

There was liltle difference in the manner in which the
transition from war to peace-time economy was made in
the capitalist countries and in the Soviet Union: war pro
duction stopped; millions of people had to be moved over
enormous distances (soldiers. the evacuated population,
POWSs): people who normally did not work in indusiry
quitled their jobs; production had fto be adjusted in all
industrics which had ceased operating during the war, ele.
Thus, even though this adjustment proceeded according to
plan, the level of Soviet industrial output (1913=100)
dropped from 782 in 1945 to 652 in 1946 in spite of the
growth of the production of consumer goods from 295 in
1945 to 335 in 1946.1

In all countries, the industrial outpul level was lower
in the second hall of 1945 and in 1946, and partly in 1947
than it had been during the war. This is not a cyclic
phenomenon but the natural result of the switchover from
war-lime to peace-time cconomy. Part of the mililary
plants was temporarily put out of use, part was re-equipped
and transferred to the production of peace-time goods,
while a parl continued to produce weapons. Industry had to
adjust itself to the production of a new range of goods. This
transition took time and was attended by a drop in oulput.
Thus, 1947 should be regarded as the beginning of a post-
war cycle lasting from 10 to 11 years.

In this respect the first cycle following the Second World
War differed greally from that following the First. Then
the crisis set in 2 lo 3 years after the end of the First World
War. True, the 1920-21 crisis was not long-lived and not
very deep. The difference is explained by the fact that the
Ilirst World War was comparatively short, less war
materials were needed, fewer countries were involved and
the damage wrought to productive capacities was smaller,

Sce Narodnoye khozyaistvo SSSR v 1960 godu, p. 219

The changes world capitalist economy underwenl as a
result of the First World War were therefore much smaller
than those wrought by the Second.

This poses a theoretical question: what determines the
difference in the length of individual cycles?

The expansion and renewal of fixed capital is the material
basis of the reproduction cycle. If we disregard exlraordin-
ary evenls —wars, crop failures, elc.—lhe length of the
eycle depends on the size of the fixed capital being renewed
or expanded and the use to which it is put. The larger the
amount of new capilal investments, the longer the upward
phases of lhe eycle—revival, boom (and overstrain).

In studying the cyeles we generally consider only the
sum lolal of new capital invesimenls and pay little attention
to their nalure. This is wrong: equal amounls of new capital
investments can exert different influences on the cyele’s
duralion depending on:

1. Whether capilal investments are made predominantly
into factories, etc., i.c., projecls which immediately upon
complelion directly inecrease the supply of commoditics on
the market, or (as was lhe case in the middle ol the 19th
century) into prejects which increase the supply of goods
on the marketl only indirectly, such as railways, ports, ves-
sels, highways. bank buildings, department slores, etc. In
the former case the conditions for a crisis mature much
quicker.

2. The ratio between the new ecapital investments and
the value of commodities being put on the market after
the new projects are commissioned. Thus, for example, the
building of a hydropower slalion requires large capilal
investments, but it supplies only a comparatively small
amount of new commodities and investmenls are recouped
very slowly. At the same time faclories with a lower organic
composition of capital supply the market with more com-
modities (in relation to the amount of invested capital) and
overproduction sets in much sooner.

3. The lenglh of time during which projects are under
construction. On the one hand, technical progress and the
concentration of capital make for the building of large fac-
tories and groups of factories, the designing and building of
which takes much longer than the small factories of a
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cenlury ago. On the other hand. the rate of construction is
now much higher than ever before.

The factors which have caused this speeding up in the
cycle are described below.

DISTINGUISHING FEATURES
OF THE FIRST POST-WAR CYCLE

Even though for the past hundred years trade cycles
have assumed a delinite regularity, and are all identical in
their causes and nature, cach has its own particular features,
dependent on the concrele historical conditions in which
it unfolds.

The principal features of the cycle following the Second
World War were:

a) the existence of two world systems. the continuous
influence on world cconomy exerted by the cold war:

b) the disinlegration of the colonial system of imperial-
ism;

¢) the changes in the world capitalist economy wrought
by the six-year long world war:

d) the different economic (and political) circumstances
in which various capitalist countries—neutral countries. the
U.S.A., the West European countries, the viclorious coun
tries and the vanquished couniries—found themselves after
the war and consequent diiTercnce in the length of the
cycle in the various countries: \

e) the gencral inflation and steady and rapid price
advance in all but a few neutral countries resulting partly
from an artificial boosting of prices by the m:_‘:lmpnfiv#.
and partly from the usual increase accompanying such
economic upswings:

f) the dollar deficit experienced by most capitalist coun
tries;

g) the marked intensification in the agrarian crisis.

Let us try to analyse briefly the influence exerted on
the cycle by conerete historical conditions.

The principal result of the cold war was that the capital
ist countries, and notably the U.S.A., took up large-scale
production of arms soon after the end of the war. This
continued throughout the cycle at a steadily increasing rate
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According to our compulalions military I\'pvmimg as a
percentage of the national income comprised’:

| 1948-49 1953-54
|
TN = by i 4 : =
U.8.A [ _
percentage of official national income 1.8 6.5 15.8
percentage of national income after o
exclusion of double entries . ab. 22
Britain
percentage of official national income | 4.1 7.7 9.5
percentage of national income aller _ :
exclusion of double entries . [ ab, 12
1"."r.{.ft<':.‘ ! ‘
e I : : | o
percenlage of official nalional income 5.9 6.1 | 13.3
percentage of national income after LA
exclusion of double entries. . . . ; ‘ i

The share of war production in the national income
continued to grow in laler years.

The bulk of the military spending was channelled to the
production of arms, which themselves were becoming
steadily more intricate and expensive. Military technology
developed so rapidly that weapons were often obsolete even
before their serial production was taken up (this happened
to the British atomic weapons Blue Streak and Skybolt).
This means that even in peace-time the monopolies produc-
ing armaments are getting new and highly profitable nrdcirs.
Continued international tension and the cold war policy
thus become extremely profitable for the monopolies. The
share of military deliveries is much higher in the :‘1;.::.11'1'-;;::1{&
indusirial oulpli’[ than it is in the national income, and it
is even higher in the sum tolal of profils. .

The influence war production exerts on 1'('}]]'!)(]”(.‘“".]]'] in
peace-time depends on the concrete historical conditions. If,
owing to a lack in effeclive demand, there are ISlI]'Il]l‘IS
productive capacities, raw materials and lul_mu‘r force in
the country (during the general crisis of capitalism this is

| See Y. Varaa, Osnovnige voprosy ekonomiki i politiki imperializma

posle vtoroi mirevoel veiny, p. 42.
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the rmrt_n;ﬂ state)!, military orders promote production and
economic growth, extend lhe market, lenglthen the revival
and boom (and overstraining) phases of the l-\--v]n- "1;¢l
hence the whole eyele. Htr\".'.‘_"\'f.':i‘. at the .“i:ﬂ%'l.i" [-2111"‘ !‘]‘li'-\'
produece or strengthen inflation. If, on the n.rilu"r-h;z‘nf[. there
are 1o idle production reserves, military pi':u!llt'l.émll does
not increase the aggregale industrial s:i‘L;l\put }11-1[ is u-ﬂ‘g-:-lv:l{
at the expense of the output of the civilian l)l“uu.r.’lam‘-':n.tl
finally, if the scale of war production is Q‘.‘(‘ii.f-f’l‘ lhzlﬁ 'Ih'll.
\\'fn‘r:mll-nl by the counlry’s economic resources the 1‘(‘%11‘“
will be an overstrained and unbalanced 0(30110111\“ ‘iin.zi]'nl' to
that in limes of war. 3 ‘
The influence exerled by war orders on the cycle can be
Cle_;‘-nrly seen from the example of the 194849 r'1 is i'n |I1|I;
US.A. (In this connection it is not parl:ir_‘ularl\-' iinlmrl"z.nt
\\'-lu'llwr it was an interim crisis or whether the \x:-ar' in
Korea s‘[u{i[.wll‘ it from developing into a real crisis of over-
Dl'ﬂ(lll("li{!ll.] The war in Korea gave an impetus to .)i'l'l.(.flll‘
tion growth. The index ol industrial output rnl'mo l'lrmn .ih
I_mvr?ft point of 95 in July 1949 to an average -Ihl."’ in l"!"‘l.?
(194 ;I-!SI-—.IHHW, i.e., by 18 per cent.? This sh(:w': [1;'-11 1||'|.:'I':‘r
certain conditions a steep increase in war --nf‘fi‘cl'q car
produce a revival and upswing in the economy. erRy
However Brilain’s ec-nm,\m_}' in the last three years of
the post-war eycle indicates that not all war ordvrcvprtmi.m-v
a general expansion in production and market .-(‘;H"u'il\'
Even though the volume of war production was (':}r]rlsidrfr-l
able, the volume of aggregate production did ﬁrrt .dll"muv
throughout 1955, 1956 and 1957, Production l‘}'l]'?'lt‘.ll“("é \ re
used almost fo the full and the high share of \;.'Ell.‘t};l‘n(]llt'}i[rfn
became responsible for an inflation and currency crisis
On the other hand, the comparatively low war .('..-\p;"nr]ihlln.-;

L Idle eapacities in the U.S.A. (per cent):

1054 ’ {955 [ 1956 | 1957 ’ 1968

16 | 8 | 14 I 28 | 20

(Data from 12th MacGrou il Surver) i

fixed capital sload 4dis. o ”lrI“ M;w' g). In practice even more of the

L. i {4 & S { (e, or 1 i mnve 1‘- "5 - 2 bas £

i i 1 1e above figures are based on only 300
2 Federal Reserve Bulletin, various issucs
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of West Germany and Japan greatly contributed to the
rapid rehabilitation in these countries of destroyed produc-
tive capacities and o an expansion of the fixed capital,
resulting in substantial production grow th during the
upward phase.

All these facts show that war produclion exerted a major
influence on the course of the first post-war cycle. As
regards the system of capitalist economy as a whole, we
find that war production is able to lenglhen the upward
and overstrain phases, and hence the whole cycle, but can
not avert a crisis of overproduction, as has heen conclus-
ively proved by the 1957-58 crisis.

In their newspapers, the monopolies, which are thriving
on war orders, propound the theory that such orders have
a stabilising influence on the course of reproduction, This
is pure fantasy. The feverish development of military equip-
ment intensifies anarchy of production.

The data below show how quickly the expenditure on the
main kinds of war materials changes in the USA!

Percentage Expenditure

Year Vessels Aircraft Electronics Missiles
SRS RV T e T (1.2 0.5
1961. . . - 7.8 12 .4 28 .2 §8.0. | 336

Such leaps do not stabilise the economy but disorganise
it and often bring mass unemployment to U.S. towns,

The disintegration of the colonial system also had a tell-
ing influence on the course of the cycle. The export of all
capital to the former colonial and semi-colonial countries
which embarked on the socialist road of development—
China, North Vietnam and North Korea—ceased. Politics
became all-important in deciding to which country capital
should be exported. This meant that capital could be
exported only lo countries in which there was “law and
order”. in which there was no threat of nationalisation, i.e.,
in which there existed conditions favourable to a profitable

! The Economist, October 13, 1962, p 144.
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investment of new capital. The disintegration of the colonial
system also changed the volume and geographic destination
of the capital exports. During the post-war cycle the sum
of privale capital exported (especially if we consider the
drop in the purchasing power of all currencies) was much
smaller than it had been during the 1921-29 cyele, Geo
graphically, too, there were changes: capital was exported
primarily to countries which from a capitalist point of view
were safest—to Canada, the Latin American countries, and,
in some cases, Africa.

A recent development is the large-scale export of capital
in the form of economic and military subsidies by various
governments, especially the U.S.A. As regards the course
of the cycle there is no difference between the export of
private and state capital or subventions.! All it means is
that commodities arc exported from a country while no
commodilies are imported, as dislinct from normal foreign
trade. This brings a temporary expansion of the markel
and, all other condilions being equal. a lengthening of the
trade cycle,

The loss of resources brought about by the formation of
the world socialist system and the disintegration of the
colonial system did not produce a shortage of raw malerials
in the capitalist world. During the post-war cycle a shortage
in some raw materials and a steep increase in their price
was observed only in 1950 when the United States was
feverishly buying up various strategic raw malerials to
creale military reserves. Modern technology helped the
capitalists to open up many new deposits in Canada, South
America, Central Africa and even in the imperialist coun-
tries themselves (oil in Texas, West Germany and France),
which provided a new source of raw materials for those
in short supply.

The false assertion that the capitalist world is short of
raw malerials can be seen from the fact that the over
production and a drop in prices of industrial raw materials
began before the industrial crisis.

1 The effects ol capital exporl and subventions are identical only
as regards the course of the cyele. Actually subventions, in spite of
the contentions of some Soviet economists, are not an export of capital,

since they do nol possess what Marx described as lhe essence of
capilal—self-increasing value.
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Prices on Industrial Raw Malerials in the U.S.A)

Copper (cents per pound) . 9 15.8 24.8
Steel scrap (dollar per ton) 0 63.0 33.0
Zine (cents per pound) . 5 13.5 10.0
Lead . 7 o > ) 102.2 92.2
Rubber » " i ) 3.6 272
Mides i 3 U i, e B 5 10,0 9.2

This shows that the prices for some lypes of raw
materials (copper, Iead, rubber, hides) began to drop in
1957.

The Second World War in which all industrial countries
in the world, except Sweden and Swilzerland, participated,
exerted a decisive influence on the course of the first post-
war cycle.?

During Llhe war the consumplion level—military and
civilian with due accounl being taken also ol the devasta-
tion wrought by the war-—was considerably higher than
the prc‘!rlLEL.‘ii(}n level. The volume of national wealth
decreased.? Commodily stocks diminished. Fixed capital,
excluding that in the military branches, wore out and
became obsolele. Consumer demand, especially for dur-
ables (housing, furniture, cars, household appliances), was
not satisfied for years, since the production of these articles
had been prohibited in order to [ree the productive forces
(workers, raw materials and machines) for war production.
The food consumption of the urban population (excluding

L The Morgan Guaranty Trust Survey, January 1958, pp. 12-13; Feb-
ruary 1958, pp. 12-13.

2 Even the economy of the neulral European counlries was upset by
the war: the warring countries, and notably Germany, were buying from
them all types of goods al high prices.

4 Aecording to American economists, even in the U.S.A., which
suffered no devastation in the war and which parlicipated in it for
a far shorter time than the European counltrics, the nalional wealth
(excluding that part which was government-owned) was no larger in
1945 than it had been in 1929 [in 1929 prices). (S. Kuznels and L. Gold-
smith, Income and Wealth of the United States, Cambridge, 1952, pp.

027-28.)
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the rich, who bought what they needed on the black mar-
ket), was limited by lhe rationing system. By the end ol
the war there was a tremendous unsatisfied demand for
means of production for the “peaceful” branches and for
consumer goods.

This extraordinarily high demand was eflective. The
government paid the capitalists high prices for military
supplies. Profits, accumulated depreciation funds and accu-
mulations resulling from the decrease in stocks look the
form of bank deposits, bonds (which could be readily con-
verled into money) and cash. The well-to-do parl of the
population and even some calegories of industrial workers
could not spend the whole of their income because of the
shortage of consumer goods and whether they liked il or
not, were forced Lo save part ol il.

The following U.S. data show clearly that owing lo the
consumer goods shortage during the war the population
was unable to spend all of its income.

Personal Savings in the U.S.A2
(thousend million dollars)

19539 1942 1943 1954 1945 i 1947
3
2.9 27.8 33 36.9 28.7 4.7

The picture is so clear lthal no further comment is needed.
At the same lime money circulation and deposils were
growing, due partly to the war-time inflation.

Money in Circulation?
(thousand millions at the end of the year)

I
2 |
o om = = = 43
Year B s ze o & . =
‘5 §_|¢_“ (S8~ 8:" == flind o
FRS =2 EE gg ®E =4
Lo Mo oo B == = b
I |
5.8 (.24 B 1.04 | 112 | 19 2.9
2605 A 008 g 2009 | 877 ‘ 368 | 54.8
|

L Uinited States, Economic Report of the President, 1961, p. 145,

= Statistical Yearbook of the United Nations, 1956, p. 484 et passim.
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Both in industrial and less developed countries (Bra-
zil), those which participated in the war or remained
neutral, the supply of money in circulation grew by 200
to 400 per cent, in the vanquished countries (Italy and
Japan) it grew nearly 20 times over. ‘

Bank deposits should be added to the above.

Deposits!
(thousand millions at the end of the year)

/ : = e | =9

Year = =5 > g

25 | B | : |3

B el R 26 .9 80 21 4.7
L oo U ST S | 436 290 | 36

The deposit growth rate coincided roughly with the
money circulation growth rate? Taken togelher they show
that, as a result of the war, the purchasing power s':i'“.\.u-i(;t_\'
increased enormously. To this we should also add the
deposils in savings accounts and Lhe war bonds held by
private persons and companies. Naturally there could have
been no growing effective demand il prices had risen in
proportion to the supply of money in circulalion, long- and
short-term deposils in savings banks. However they did not.

Average Yearly General Wholesale Price Index
(1953=100)

19455 < = |, 62 ‘ 60

Year | U.S_A. |Canada | Brazil Britain |.*‘.«l'alr-n!['l':l||u't- Italy ‘ Japan
| ' |
THan 1 . . 46 46 15 3 T d 2 0.4
1 | e | 4 e
4() ‘ 0 (15 14

! Stalistical Yearbook of the United Nations, 1956, p. 484 et passim.
* Federal Reserve Bulletin gives even higher figures, The difference
is probably due to the faet thal the sum of deposils includes inter-bank
and state deposits.
3 In Italy and Japan there was a strong inflation at thaf time and
the growth of deposits was therefore smaller than the srowlh in the
supply of money in eirculation,
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In the countries which were of overriding importance to
the industrial cycle (U.S.A., Britain, Canada) al that time,
prices advanced during the war far less than the supply
of money in circulation, long- and short-term deposils in
savings banks. In other words, by the end of the war the
postponed demand in these countries was fully effective,
even though black market prices were higher than official
ones. The situation differed in France and Italy, which had
already been stricken by a deep inflation during the war.

Following the end of the war the capacity ol the capital
ist market was above “normal” both as regards the oulpul
of Department I and Department II, and this above all
delermined the course of the post-war cycle. The capitalists
began to renew the worn fixed capital at an extremely rapid
rate and also began to expand it: in the victor countries
this took place immedialely after the war, in the vanquished
countries! a few years later. This was the main reason for
the length of the revival and boom phases in the post-war
cycle. This can be seen from the figures for the US.A.,
Britain and West Germany given below.

Expenditure on New Equipment in the U.5.A.2

(thousand m

1rs, average per lear)

37.0

The expansion of fixed capital continued steadily until
the first half of 1957. Even taking inlo account the falling
purchasing power of the dollar throughout the post-war
cyele, the scale of the expansion was several limes larger
than it had been in the pre-war cycle.

The same state of affairs obtained in Britain and Waesl
Germany.

I The [l['lf[[':l‘ countries and especially the less developed ones which
did not participate in the war dirvectly also experienced a shorlage of
fixed capital lowards the end of the war. The reason was that the
warring industrial countries were unable to supply them with means
of production,

" Statistical Abstract of the Uniled States, 1951, p. 444; 1956, p. 4084
1961, p. 492,
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Gross Fixed Capital Formation in Britain!

(million pounds sterling)

Current prices 1,702 2,855 3,139
1948 prices . 1,641 2,124 2,234

In Wesl Germany capital investmenls in means ol pro
duction and construction comprised (thousand million
marks)?:

1950-55 2
1938 average yearly ‘ 1955
7.1 |1 27.8 \ 30.8

Funds which had accumulated during the war were used
to expand the fixed capilal and lo replenish commodily
stocks, which by the end of the war had fallen to a very
low level. In the U.S.A., for example, commodily stocks in
industry, wholesale and retail trade had by the end of the
war fallen to 25,000 million dollars; during Lhe subsequent
cycle they grew to 91,300 million dollars (August 1957).
Similar conditions obtained in the other industrial
countries. Production for the replenishment of stocks played
a major role in lengthening the revival and boom, phases of
the post-war cycle. In the U.S.A. slocks began to decrease
only in the fourth quarter of 1957. But the enormous growth
in commodity stocks as compared with the sum of sales
indicated even earlier that stocks were too high and that
there was an overproduction of commodilies.

The third factor which made [or a lengthening of the
upward phase had nothing to do with the war, but was due
to an arlificial expansion of the consumer goods market by
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considerably extending consumer credits. This step was
taken when the additional demand of the first post-war
years was salisfied and the effective demand ceased to cor
respond with the volume of production. It was then that the
future income, the future purchasing power of capitalisl
society, was used to save the present situation. This was
praclised particularly widely in the U.S.A., where consum-
er credit grew from $5,700 million at the end of 1945 to
$45,300 million in November 1957. On a smaller scale, con-
sumer credit also grew in Britain and other capitalist coun-
tries.

T'hese hree [actors—the extraordinarily large volume of
the renewal and expansion of fixed capital (in the war
devastated countries also the reconstruction of destroyed
factories, houses, etc.), the crealion of large commaodity
slocks in production and trade, and sales on account of
[uture incomes—were responsible for the lenglh of the
post-war cycle.

In this connection we should also explain why the 1957-58
crisis of overproduction which completed the first posl-war
cycle did not spread Lo such highly developed countrics as
France, West Germany, Italy and Japan.

In the light of the present discussion it is inleresling (o
look inlo the mechanism by which a crisis emerging in one
or several countries spu-a(h lo other industrial countries.

Countries afflicted by a crisis attempt to ease their posi-
tion at the expense of other countries by expanding exporls!
and restricting imports. The development of a crisis stops
new capital investments,

The fall in share quotalions caused by a crisis is regis
tered on the stock exchanges of all capitalist countries.

[n the event of a credit-monetary crisis the withdrawal
of short-term loan capital from other countries may even
rause a monetary-credit crisis there.?

Other factors can also lead indirectly to the same resuli.

! Indicative in this respeel is Lhe sleep increase in the aclive side
of the U.S. trade balance in 1957. If rose frem 2,900 million dollars in
1955 to 4,700 million dollars in 1956 and lo 6,500 million dollars in
1957 (excluding the exporl of arms). (Statistical Abstract of the United
States, 1961, [l. 8B65.)

* The crash of the German Grossbanken in 1931 following the with-
drawal of American short-term loans serves as an example.
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A crisis may become responsible for a sharp drop in raw
malerial prices in some couniries, and lorce countries with
a mono-cultural economy to cut down on the import of
manufactured goods.

Prevailing conditions in the various countries decide
which of these factors becomes the most active. The
influence exerted by foreign trade in bringing aboul a crisis
is felt most strongly in countries having high export and
import quotas, for example in Britain and Belgium. But,
as a rule, a crisis of overproduction spreads to new coun-
tries only if the conditions for a crisis have to a greater or
larger extent already matured in their domestic economy.
This becomes clearer if we consider lhat, even with an ex-
port quota of about 25 per cent (as in the case of Britain),
a 10 per cent drop in exporis comprises only 2.5 per cent of
total production. In mosl counlries this percenlage is smaller.

Even the sharp increase in industrial oufput belween
1918 and 19568 to a level exceeding the pre-war by about
100 per cent did not fully abolish the economic conse-
quences of the Second World War, nor did it create the
conditions for a crisis of overproduction.

Thus, although by the end of the cycle the industrial
output level of the capitalist world as a whole nearly dou-
bled the 1937 level, there were considerable differences be-
tween individual counlries as regards lheir level of produc
tion and the rate at which the production cycle developed.
If the war in Korea had not given an impetus to U.S.
industry (and that of a few other counlries) the differences
in the development of the cycle between Lthe vicltorious and
the vanquished countries would have been even greater,

An important feature of the first post-war cycle was
the constant devaluation of the currencies of all capitalist
countries as a result of inflation—a feature that was absent
in all the 19th century cyc cles. This devaluation could be seen
from the fact that in all countries, including the U.S.A.,
industrial gold was sold above its official dollar rate of 35
dollars an ounce. This in turn depreciated all other cur-
rencies and resulled in an increase in prices, which to some
extenl continued even after the crisis in the U.S.A. had set
in. Owing lo rapid technological progress Lhe value of com-
modities, i.e., the labour time embodied in a commodity unit,
decreased during the course of Lhe cycle, and the price
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advance therelore indicated an inflalionary break-away ol
commodity prices from true value.

A price advance strelching over many vears lengthens
the boom (and overstrain) phase and. with it, the whole
cycle. Entrepreneurs, expecting a further growth in prices,
increase their stocks and strive to invest their money-loan
capital into material values. The consumer, expecting a
further growth in prices, hurriedly lays in goods (often on
credit) for the fulure. The boom phase extends. There can
be no doubt that inflation was one of the factors respon
sible for the longer duration of the first post-war cyele.

Nearly all capitalist countries experienced a dollar deficit
during the cycle.! This was the result ol various govern-
mental measures laken in the inlerests of the monopolies
to restricl imports, state dumping of monopoly-produced
goods on the world market, and the extremely lavourable
U.S. balance of payments 1(‘51111:1]1" from il, and finally the
steady increase in U.S. gold reserves at the expense of lhe
other capilalist countries. The dollar shoriage was an
important contribulory factor to the inflation in many cap
italist countries, for example, Brilain.

The cycle was attended almost throughout by a sharp
agrarian crisis. This was characteristic not only of the
present cycle but of all cycles in the era of the general
crisis of capitalism (as we hope to prove in the next essay).

DISTINGUISHING FEATURES
OF THE SECOND POST-WAR CYCLE
Typical of the second post-war cyele is the continued
struggle of the two systems; the completion, in the main.
of the political liberation of the colonies, and a deepening
of the agrarian crisis.
The most important features distinguishing the second
post-war cycle from the first are the following:
a) the vanquished countries are no longer lagging behind
in industrial output; all highly developed countries entered
! The exceptions were: 1) large gold producers; 2) large-scale
exporters of stralegic raw materials to the US.A, and 3] Switzerland,
which became a haven for all capital of doubtful origin (nazis and spec
ulators from all over the world deposil their money in Swiss banks,
which take care not to divulge “bank secrets”).
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the new cycle at an approximately equal level, as compared
with 1937:

b) the economic supremacy of the U.S.A. over all other
capitalist countries has decreased considerably. Tnfsleac.i
of the dollar deficit typical of the first cycle, the U.S.A.
now has a considerable balance of payments deficit and
a steady drain on its gold reserves. It has even been com
pelled to seck financial aid from the West European coun-
tries. The long-term settlements by France and West Ger-
many of their state debts to the US.A.; the agreement
obliging the West European banks to back the dollar; the
sale of U.S. government bonds on the West European money
market; the 500 million dollar loan given o the U.S.A. by
the Iniemalwna] Monetary Fund, ele., werc some of the
measures taken to slop this gold drain and to stabilise the
dollar. The unusually high share of the U.S.A. in world
industrial ontput, exports, and the volume of gold reserves,
and also its political weight in world affairs proved to he
only temporary condilions brought about by the Second
World War. Tt turned oul lhat in spite of the natural riches
of the U.S.A. and high labour produclivily based on up-to-
date equipment, its cconomic might is insufficient to en{xh]p
it permanently lo play the role of the defender of capital-
ism on a world scale:

¢) the inflation in the highly developed countries char-
acteristic ol the first post-war cycle has lifted; the currency
rates expressed in dollars relative to gold have stabilised;
but this stabilisation does nol mean that prices have
stopped advaneing. especially the retail prices being paid
by consumers.

Index of Consumer Pricest
(1958=100)

I \'\«"l:."‘; ||_

France |Germa-| Ifaly |Britaln|(J.S.A.| Japan
] | | S
P
End of 1961 . . . .| 444 | 105 | 104 | 105 | 103 | 110

Ead 604962 s GasildE 109 I 109 | 110 105 118

The price increase was due to the activities of the mo-
1"])0!1!‘.‘" and their state, which raises indirect taxes and
h’nﬂ-'hh, Bulletin of Statistics, April 1963, p. 146 ¢t passim.
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duties and thus shifts an ever increasing share of the state
expenditure on to the shoulders of factory and office workers:

d) there were great changes on the world market. During
the first post-war cycle, and especially immediately after
the war. American goods dominated the world market. The
vanquished countries produced goods predominantly for
home consumption, and exported very little. This is no
longer true in the second post-war cycle. Sharp competition
reigns on the world market, and the U.S.A. and the Com-
mon Market are introducing penalty duties. Japanecse elec
tronic products are infiltrating into the American market.
Colton cloth and other products of the less developed
countries are in demand on the British market. Complaints
about dumping are heard everywhere. All this shows that
the world markel is once again becoming too narrow for
the steadily expanding productive capacities;

e) increasing structural unemployment is becoming the
scourge of the working class, and a persistent worry to lhe
big bourgeoisie in the U.S.A., Britain, etc. By resorting
to stubborn class struggle, the working class is able to fighl
the high cosl of living more or less effectively, but cannol
combat the structural uncmployment resulting from tech-
nological progress, and, in particular, automation. The only
measure that could, albeit temporarily, solve this problem,
would be lo reduce the working time of the whole working
class to about 30 hours a week. Naturally the capilalists are
unwilling to agree to such a radical decrease in surplus value.

The statement made by William McChesney Martin,
Chairman of the Board of Governors of the Federal Reserve
System, to the Joint Economic Commiitee of the U.S. Con-
gress, shows extent to which monopoly capital is concerned
with the rapid and incessantly growing structural unem-
ployment. “The number of people having jobs rose 1.2 mil-
lion in 1962.... Yet the average rate of unemployment
declined only to 5.6 per cent in 1962 from 6.7 per cent in
1961. Furthermore, despite an increase in industrial pro-
duction to a level 8 per cent above the previous high in the
first quarter of early 1960, the number of workers on the
production lines of lhe nation's factories declined 500,000,
or 4 per cent, in the same period.”!

\ Federal Reserve Bulletin, February 1963, p. 123,
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The honourable banker is less worried about the fate ‘:’_r_
the millions of unemployed, than about the consequences
mass unemployment would have for U.S. economy ;md_thg
domestic market. He says: “We also face the 111{-§{‘;1;1ztl)1t:
challenge of a faster growing pr'l}mluimn of working age.
Many more jobs will have to be found each year. ..-'*fl}ULII[ a
million and a quarter persons are expected to be :uhlf‘d.lu
the labour force in each of the next 5 years (-f:n‘)vp:n‘(id with
only about 800,000 in the past 5 years. By 1965, the l)l_lI‘-.
geoning population of 18-24 years of age will ;u-c.aunf for
more than half of the annual growth in the labour force.
Unemployment rales are now very h‘l{{]! among ih:‘._.-;.v. y“}[l‘?g
people, especially those with 11‘1.~;uliu'.1_lt.‘.|1|' (‘{I”(.Ml.l'.m.'. 1(;
long anticipaled expansion in demand lor lmm.(-s_,. t:qr.s', Ian'c
all sorts of goods and services will hardly materialise _1[ “'fi
fail to find job opportunities for our growing population.’

This is one of the most imporfant problems for the
future course of veproduction in the U.S.A., Brilain, and
the other highly developed countries. _ _

Even though the sccond post-war cycle ‘?f""‘h-’l‘“ in con-
ditions differing considerably from those of Lhe first, there
still are distinctions between the way it unfolds 111_th(- vic-
lorious and in the vanquished countries. In the viclorious
couniries (the U.S.A., Britain, Canada) the growth rates
are slower and there have already been crises—in the U.S.A.
in 1960-61. in Britain in 1962-63—bul no upward phase
worth mentioning.

Index of Industrial Production®
(1958=100)

Year Japan Gc}'ﬁ:‘{f:?y France ' Italy ‘ U.S.A. ‘ Britain
49590 . 124 107 | 101 111 113 105
1960 . . 156 119 110 128 116 1 '!;’.
1861 . . 186 126 116 142 U | | |->.1.;
1982 . . 201 132 123 . | K 126 115

L Ihid., p. 128. 5 ‘
2 UN. -gl_-n_ta. Monthly Bulletin of Stalistics, June 1963, p. 18 et
passim.
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The table shows thal in the second post-war cycle, too,

there are differences in the type of cyclical movement in
the US.A. and Britain, on the one hand, and the large in

dustrial capitalist countries of continental Europe. on the
I I

other.

* & *

How then will the reproduction cycle under capitalism
develop in the future?

At present the cycles differ in the two decisive parls of
the capitalist world. We think il illogical for this state of
alTairs to conltinue within the single framework of monopoly
capitalism. Sooner or later a cycle of a single type! will be
established throughout the capilalist world. In our opinion
Uhis eycle will resemble the post-war development of the
U7.S.A.

The tendency for the cycle lo shorlen is based on the
general laws ol capitalist reproduction. The contradiclion
between the social character of production and the private
capitalist form of appropriation, which forms the basis of
the eyclical movement, or to be more exact, the conlradie
tion between the striving of the capitalists for an unlimited
expansion of production and the limited consumption
capacily of capitalis| sociely becomes steadily deeper.? For
this reason crises of overproduction will become more
Irequent.

\ hundred vears ago Marx discovered this tendency of
the eyele to shorten. He wrote: “Up to now the cycle usually
lasted ten to eleyen years. But we have no reason to believe
that this is a constant figure. On the contrary, the laws of
capitalism we have described give us reason to believe that
L This should not be understood dogmatically; there are and will
be deviations from this rule in individual countries.

® The social consumption capacity is the sum spent on consumer
arlicles, ie., v-Fm—a (where a is accumulation). This is less than the
social effective demand, which is e+v+m (¢ in this case being the
share of the worn-out fixed capital). But since all production in the
final analysis serves to produce consumer articles, the social consump-
lion capacity is the decisive factor in the contradiction between the
striving of capital for a houndless expansion of production and the
narrow limils of consumption.

Lenin proved that Tugan Baranovsky’s theory was wrong because

it ignored the difference between eonsumption capacity and effeclive
demand,
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i i o at it will gradually
this is a changing figure and that it will grac ;

‘l{‘;%Til‘.;Ilz‘tL.I‘lhrml;:h the history of capitalism cycles h;-!‘ll:'h_':{;l f{;’-
ul';:'prll':-n_ Between 1825 and 1857 \\'hm_l 1‘:)-;{.111'..:1' 1!1115".. .‘\t]‘J;
overproduction could be (1}15{-1'\_'{'-&.1 urtl_\'l in I,“t“l.“-‘-l-.“]l‘IH;eId
most highly developed capitalist country, ”‘.‘-. u.\}-\ g ..‘1..1‘;(‘\
11 years. In the second half of the Ii‘.iln cenfury, ?\ :_( 1|1] “-in[—-,—
Il:lf-l. alreadv assumed a \'\'f'rl‘}i!-\\blihh' H.{.'_:,]It.'.,l,l,“ &;:;{‘pux\\q“{;\
sequence was observed—1857, iltllalf, 1873, lhhﬂ‘l” , IN\
According to Marx’s theory of crises and ecycles, the erisis
is the final (and initial) phase of the cycle. i
Between 1857 and 1900 |hl_'*1'(->|. were [ive cycles with &
average ‘ation ol 8.5 years each. ¢ _ Mma .
‘]“[ndﬁi'(-di:'ﬁ 20th cenfury Lhere were crises n m{-)-.!-’xlﬁ};lf
1920, 1929. This shows that over 29 years |l}(‘lt'..l\'\:_.l|{,{ i
cyeles of an average length of 7 years each. ]i \ul Ill(( (:hh
be remembered that in 1914 Hu_-}!'(-. was no ili.:“i._lr‘;‘!) . .\\‘_w._l
because of the outbhreak of the First \\-'nl‘lfl W :11., .. (;I;lhf;.‘u‘;
though Lhere actually \\-'e;‘c four erises during these 29 years,
r three were noticeable. v
Uﬂ]\f{'et]11;{;-'\_“:;5111&3!& whether in future. loo, the cycle will
':nd to shorten. . .
“Il\%"jﬁlifhﬁf.’:hat this lendency will persist ::”[:1'11”-“}1- 11111.;
cyclical movement in the whole capitalist \\-«:111:.‘ “1! : ﬁ-{_(fl:l ”
an ever closer resemblance to that of Iu.\.ﬁt-\\:lii i ”im
there will be shorter intervals belween less serious crises,
and real boom phases will be less ITf.f"f,in'ra’I'.fo['t'lftI. S
Some of our colleagues trivcl_ tt_u bypass t,llli‘.\ tllm-s‘;F:Ir.l_.l.)[.si_h{.
ing all post-war crises in the I \\ '__“IM‘H[.T':_”_”,-I't::_"I.. mst;
1958 crisis) “interim®, “partial”, ]n'f-hm'.n.n? oo ({R_.Je_
crisis”. All these expressions have been used 1:_\“,' (”-:\1. {_)1111\!
cially in his letters. But in Capital Marx developec 3
the theory of genuine crises and cycles. e
In our opinion there are no rn_‘.nll grounds '];:lll'éh‘-,-iqiq?
all 11('15;[—\\}1‘1' crises in the l_:'.IS..-'\.HI_v.‘;!‘vgJ[ the ‘ ¢ 'r;..m;u 'l-}-','(".
as interim. Marx says that “lalse” crises occur wi he

: { Inrx ariy 998, These lines are an
V Le Capital de Karl Marx, Paris, p. 288, I ]'“ Wi e
addition by Marx to the French translation of Capi '1:[;{‘91-11'11.n
;-.\-1-4;.'1-; unknown to us) did not include them in l'llm lr..m!j:“u[l : [;Lp;r,i:m
A e R e SRR s I TR pear in the seco 5812
(¢ n; for this reason they do not aj ke A !
h}}}fu-‘.[ k'l K. Mar and F. Engels's Waorks, published by the Institute
ediinon ] P i 0 b | e LALgE

of Marxism-Leninism.
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normal cycle, but are not part of it, for they may occur
in one cycle, and fail to appear in another. However what
we observe in the U.S.A. and Britain is a constant, regular
and relatively rapid succession of minor crises. We there-
fore should not call them interim, although whatever we
style them does not affect their nature. )

We therefore maintain that the regular cycle for the
capitalist system as a whole will come to resemble the
post-war cycies in the U.S.A. and Great Britain, i.e.,
will be shorter than it was before the Second World
War.

We think that in addition to a general aggravation of
the contradictions of capitalism, in the posi-war period
some new f[actors have tended to shorten ihe duration of
the cycle.

It is commonly known thal the reproduclion ecycle is
determined by the fixed capital, or to be more exact, every
crisis is the slarting point for a mass renewal and expansion
of the fixed capital undertaken for the purpose of lowering
production cosls. This is because every capitalist thinks
that the difficulty of selling his commoditics is due to Lheir
high cost ol production. Similarly, the laws of competition
operating under monopoly capitalism force capilalists Lo
rencw and expand their fixed capital. This means that they
buy equipment (machines, devieces}, commodities for the
building of new [actories, for the accumulation of new
slocks of raw materials, etc., and this in itsell effects an
extension of the market.

But the position changes as the renewal and expansion
of the fixed capital draws to a close. Capitalists stop buy-
ing the commodities and equipment they previously needed
to build and equip new factories, just as the new (-.‘;1}}:-i(-iiic-x
begin to supply the market with an additional mass of
commodities,

During the post-war period the renewal and expansion
of capital is characterised by the following important new
factors:

1. Owing to speedy methods of construction. factories
are built and put into operation much quicker than before
the war.

2. Owing fto rapid technological progress, equipmenl
becomes obsolele sooner than it did before.
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3. The rapid replacement of equipment and of the \\'l'lole
fixed capital is encouraged under state-monopoly t';’t]}lt.’f:ll-
ism. The governmenis of the highly developed capitalist
countries allow the monopolies to deduct from profits de-
preciation sums which are often two to tlm-r_ times ];11-ge.r
than the actual wear. In the U.S.A,, for example, any equip-
ment at enterprises, which are considered important from
a defence point of view, is written off in five years z-md‘
less. This provides capitalists with an ideal opportunity Ull
renewing their fixed capital frequenlly at the expense ol
the taxpayer and tends to shorten the cycle.

4, Capilal investmenls in the developed t"illjlilf[“.ﬁ'ﬁ‘ coun-
tries are used mainly for the modernisation ol equipment
in operating factories and not for the building of new lacto-
ries, In the U.S.A. spending was distributed as follows (per
cent) L

J - Replacement
Expansion and modernisation
4959 = =t s 1 37 ‘ 63
198:‘ . | 3 o

I

The reason is that capacilies are underemployed and
result in the following: a) the same amounl ol new capital
investments enables capacities to be enlarged to a far
greater extent than if these funds were spent on the build-
ing of new factories?; b) the time between the investments
into capacities and the time when Lhe capacities start pro-
ducing is reduced. Both these factors accelerate the matur-
ing of the prerequisites for a crisis of overproduction and
shorten the cycle.

Since these factors operate not only in the U.S.A. but
in all highly developed capitalist countries, a further
reduction in the length of the cycle can be expected through-
out the capitalist world.

1 Business Week, April 30, 1960, p. 28. )

2 A thorough study of German pre-war industry (made in con-
nection with the reparation problem) showed thal machines and
equipment account for an average of 45 per cent of the tofal value
of industrial enlerprises.
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It is also interesting to establish which of the evele's
phases is becoming shorter. If we look at post-war devel
opment in the US.A. it becomes obvious that, first and
foremost, it is the depression phase. This is only logical.
If capilalists are able to renew and expand their fixed cap-
ital out of their depreciation funds, the phase of depres
sion, i.e., the period when production stagnates. must
become less enduring. '

But the upward phase is also reduced and sometimes does
not even set in at all, Under conditions when a large portion
of available equipment is constantly underemployed, even
the inlroduction of small new capacities results in over-
production. For this reason the upward phase is shorter
and Lhe rise a very small one. The curve describing the ¢ycle
flaltens out. ‘ '3

\}-"{' may expect subsequenl crises to deepen in com-
parison with the first post-war period—indeed the posl-war
crises in the U.S.A. exhibited a definite tendency to deepen.
The economisls of the American National City Bank deler
mined the depth of lhe crises of overproduclion in the
U.S.A. according lo monthly indices. The figures helow
clearly express this tendency of crises to deepen.!

Year

1948-49

1953-54

| 10

It is to be expected that in future the large monopolies
will be even more determined to shift the burden of these
crises onto the shoulders of small capitalists, farmers, the
working class and especially the populations of the less
developed countries, by capitalising on the further deterio-
ration of the terms of trade between them and lhe highly
developed countries—the drop in raw material pri(:cslanii
unchanged high prices on the commodities produced by the
industrial monopolies.

.' First National City Bank Monthly Letter, March 1960.
Based on data from the Federal Reserve Bulletin.
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A substantial growth in unemployment is also likely to
ensue for two reasons: 1) the number of people coming ol
age and qualifying for work is increasing since the popu
lation movement of the war and early post-war years has
stopped; 2) the rapid development of automalion con
stantly decreases the number of people needed to produce
the same amount of commodities. Especially important in
this respect is the mechanisation of office work—copying
machines, computers, accounting machines, etc., etc. All
this means that unemployment is coming also to the “white-
collar workers”. This is very important [rom a political
point of view since this layer of the proletariat, which has
grown steeply during the past century and al presenl com-
prises 30 to 40 per cent of all employed, formerly considered
itself nearer to the bourgeoisie than to the manual workers.
We may therefore expect this huge army of office workers
and civil servants lo become far more revolutionary Lhan
il is at present. Such indicalions capn already be observed
in Britain and France.

A general inlensification of the eclass struggle is lo be
expected, lor the big bourgeoisie will allempt Lo counteract
the drop in commodily sales by lowering production costs
through wage cuts.

Nor should we forget the contradiction between the dircet
cconomic interesls of the capitalists and their political
interests. Their direct economic inlerests demand that they
advance on the working class and cul down the wages
and living standard of the workers. But because of the
struggle between the two world systems, the bourgeoisie
is unable to devote all its attention to direct economic inter
ests alone. Struggling tooth and nail against the socialist
world system, the bourgeoisie must take full account of the
political consequences any offensive against the working
class would have, especially in those countries where the
proletariat comprises a large slice of the populalion, such
as the U.S.A., Britain and West Germany.

Last but not least, researchers into this cycle should pay
particular attention to lhe peculiar change in the crisis
phase over recent years. Formerly the crisis generally took
the form of an explosion—there was a sudden transition
from the boom to the crisis phase. In America and Brilain
we now see that the outburst is delayed, that instead of an
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outburst there is often a marking of time on the achieved
high level of production, which lasts for months, sometimes
up to half a year, until a drop in production finally
sets in.,

The capilalists now have a far deeper knowledge of the
overproduction following a boom and also of world market
conditions than they had in Marx’s time or even 30 years
ago. At that time, much less relevant information was
available and it was published only after great delay. Mosl
important of all it was relrospective and recorded only pasl
evenls.

Now we have efficient projected statistics.

In the highly developed industrial countries information
on new orders, unlulfilled orders, contracts on new building
work, proposed capital investments by jeint-stock compa-
nies, questionnaires on projected car sales, records of com-
modity stocks al factories, in wholesale and retail trade,
ete., are now being published regularly {and expeditiously).
Many large enterprises and monopoly eartels have special
organisations engaged in full-time market research for their
commodilies. This informalion enables capitalists to pre
gauge consumer demand and thus aveid an overproduclion
of commeodilies.

The monopoly capitalist slate also takes steps lo Lhis end.
It publishes forecasis on the national income, on {otal
wages, on fulure sltale expenditure, etc., for several years
in advance. These predictions, though inaccurate, afford
a certain guidance o the capitalists.

Besides, when a recession is in the offing, the state can
accelerate the placing of orders, increase their volume,
lower taxes to increase eflective social demand, etc. Bul
it is easy to overeslimate the importance of state “anti-
crisis measures’”, for their potential value is extremely lim
ited. Under capitalism there can be no state planning, no
crisis-free capitalist reproduction. State measures are, how
ever, able to slightly reinforce some of the factors which
lower the inlensily and duration of the upward phase and
the depth and duration of erises in future cycles.

In any case, the long and powerful growth in output
observed up lo the present in the vanquished industrial
countries is unlikely to continue in the future. This is
recognised also by many bourgeois cconomists. Per Jacobs
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son, Director of the International Monelary Fund, address-
ing voung economists in New York said:

. .A new situation has arisen which shows certain simi
larities with what happened in the early 1930s.... I do not
intend to convey the idea that we musl repeat the sad
experiences ol those years, but I do think we will have lo
take definite measures to see that they are not repeated.”

The deepening of the general crisis of the capitalist sys-
tem is expressed by the growth in the number of industries
which are in a state of perpetual crisis, such as the coal,
lexlile and ship-building indusiries, and those being grad-
ually drawn into lhis stale—the iron and steel and motor
industries.

L The Times, February 20, 1963, p.-10.



THE PROBLEM
OF AGRARIAN CRISES

More than hall the population of the capilalist world is
engaged in agriculture. The working peasantry is the pro-
lelariat’s main ally in ils struggle with capitalism. The
problem of agrarvian crises, essentially an economic prob-
lem, is therefore also of enormous political importance.
The problem is gaining in significance as the markelabilily
of the peasant cconomy grows. as the whole agriculture of
the bourgeois world is being drawn into capitalist relations.

T'his importanl problem has been given insufficient study
by Soviel economists.* [n facl, there is not even enough
material for such a study--no data has been collecled on
agricultural production, on prices and foreign trade in
agricultural produce, on changes in ownership or on rents
during the past 100 years and arranged syslematically on
Lhe basis of Marxist-Leninist theory. . '

' L. 1, Lyuboshits’s book Vopresy marksistsko-leninskoi teorii
agrarnykh krizisov (Problems of Marxist-Leninist Theory of Agrarian
Crises) published by Gospolitizdat in 1949 is a serious Marxist JII”I'J]]]rl
at analysing agrarian crises. But it is now obsclete, for il does not
embrace the period since the Second World War, when the agrarian
crisis of the 20th century assumed its final shape. Besides, in explain
ing agrarian crises, the author mistakenly draws a parallel belween
them and indusirial crises. On page 35 he says: “Long agrarian crises,
like industrial erises, are not only a sharp explosion of capitalist con-
tradictions but also a means for their forceful levelling. It follows
that ... they are neither permanent nor chronical and ean therefore
be overcome,.." This statement is unsubstantiated bv facls. To this
day the agravian crisis that fo ed the First World War has nol been
overcome (except during the period of the Second World War and the
years immediately following it); at present, it embraces a grealer
number ol agricultural branches than ever hefore. :
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The problem of agrarian crises is far more complicated
than that of industrial erises of overproduction—primarily
because agriculture itself is more complicaled than indus
ry, namely:

a) industry works only for the market; the proportion
of total output consumed by the producers themselves is
insignificant. Agriculture on the other hand produces only
partly for the market. In the less developed countries
(except on plantations) it is conducted mainly to salisfy
the personal needs of the direct producers. Even in the
highly developed countries there are millions of faclory
and office workers, artisans and small peasants who grow
vegelables and fruit or keep pigs and fowl for their own
nceds. Besides, a large portion of farm produce (fodder)
is used for on-farm production purposes. In industry these
conditions prevail only in vertical frusls;

b) in industry social relations are more or less simple—
the capitalists arc faced by the hired workers. Of course
lhere are also artisans, but in the developed capitalisl
counlries they play only a minor role.

In agriculture, on the other hand, almost the same social
relalions that existed in lhe course of the whole of human
hislory conlinue to prevail today. There are large capitalist
enterprises in the capitalist countries and capilalist plan-
tations in the less developed countries; there are independ-
enl peasant economies; feudal latifundias in Asian and
Latin American counlries, in Spain, Southern Italy, etc.,
preserving all the forms of money rent and rent in kind,
and even labour rent; there is semi-slavery in South Africa,
the Portuguese colonies, etc.;

¢) in agriculture (and in mining) there is a special
factor, missing in industry, namely absolute and difleren-
tial rent, which, in lease agreements, is often fixed for many
years (up to 10-12 years) in advance. This factor is reflected
in the price of land, which depends not only on Lhe size
of the rent but also on the rate of inlerest yielded by loan
capital;

d) in industry, production is usually conlinuous: new
commodilies reach the market every day (only construc-
lion, ship-building and the manufacture of large special-
purpose machines and slruclures do nol continue through-
oul the vear).
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Because ol climatic conditions, agricultural produclion
has a yearly cycle (half- or thrice-yearly in tropieal
countriesj. The major countries reap only one harvest a
year. It is very difficult to change production during the
agricullural year and, therefore, done only in the
case ol natural disaster:

e) climalic and weatlher conditions are of little impor-
tance to induslrial production, to agriculture they are of
overriding impm'l;mcc, Climatic conditions decide whal
crops are to be sown, and which are economically rational.!
Unfavourable weather—dry winds, early or heavy [rosls,
etc.—may destroy most of the harvest and inilict consider
able losses [or the year in queslion.

All these factors make a study of the agrarian crisis
extremely difficull. The multitude of ofien contradictory
phenomena makes it difficult to divide the imporlant from
the unimporlant, to determine the general (rend ol
devclopment.

Let us give a lew examples.

A sharp drop in the pl‘i(~<'- of agricullural products
damages all enterprises producing them for the market. But
it does nol affect those who produce them for Lheir own
needs.

The drop in
expansion ol

fodder prices leads lo a systematic
animal farming, especially pig-breeding,
which continues unlil overproduction sets (the so-called
pig-breeding cycle)

In capitalist .ullntt'ic!s
long-lerm agreements.

rents are usually stipulated in
A fall in the price of agricultural
produce during the period the lease is valid may therefore
bring losses to the lessee, without affecting the lessor.
Many more such examples could be given lo illustrate
the tremendous complexity of the agrarian crisis problem.
Under such conditions il is understandable that a number
of our economists resort to known methods and draw an
analogy between agrarian crises and industrial crises of
overproduclion, believing the former fto be a consequence
of the latter. In the second edition of the lextbook on
polilical economy we read: “Capitalist crises of overpro

I Under present-day conditions any crop can be grown in any
climate but il is often not economical lo do so.
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1.\'\r.'i'ijn'u;lilt'f.if_lil in
agriculture are

duction . ..bring partial or general
agricullure. Crises of overproduction in
known as agrarian crises.”! .

True, ag crises and crises of overproduction have
many features in common and are interrelated. 'l'hul
common basis of all agrarian crises—the same as that ol
the general crisis of capitalism and of industrial cI i'.ws of
overproduciion—is the chief contradiction of social pro-
duction and private capitalist appropri: :[mn Il is only com-
modity production that makes possible both agrarian and
induslrial c¢rises. Where agriculture is :|i.'n(-.(l t satisfying
the requirements of only the producers ||1I‘IIIH(."1'\.'('.H, even
though there may be surplus products, there can be no
crises of ove 11)10(1!}{ tion, no agrarian crises. _

There are close links between agrarian crises and indus-
trial cycles. Agrarian cr ises exert an influence on the course
of the industrial cycle, weaken the upward phase and
deepen the crisis. !n..uslrial crises of overproduction may
become responsible for crises in those branches ol ;1;;1‘1‘{'u!-
ture supplying i['-d- avilh f(lax, cotton, wool, jute,
rubber, etc. But industrial crises as such have never brought
aboul an agrarian C.' . Other causes are responsible for
agrarian crises,

“The interaction of agrarian and indusirial crises has
changed considerably in the course of capilalist develop-
ment. In the 19th century when the share of agricullurc
in capitalist economy was still very hi:h. -.'i;n';'.ri_-.m r‘.‘i.a:les
exerled a major influence on the course of the industrial
cycle. This can be clearly seen from tlu protracted 111{111%-
trial crisis of the 1870s. At present, when the share of agri-
cultural production in the capitalist economy in {_;tm: ral,
and in the decisive capitalist countries—the U.S.A., Britain,
West Germany—in particular, has decreased substantially,
agrarian crises exercise a much smaller influence on the
course of the industrial cycle. The presence of a deep
agrarian crisis in the U.S.A. following the Second World
\‘\ ar did not interfere with the boom in industry.

I Politicheskaya ekonomip (Political Economy), Textbook, 2nd
{uss. ed., 1955, p. 224, This point of view expressed i.:-‘ll']]l‘.[" by
I. D. Laptev and recently by E. L. Shifrin in Selskoye fmr_a::;{mswn
SShA posle viersi mirovei voing (U.S. Ay -u]h:rv_.‘\fi_n_c-u Lll(:“:‘?l_'.[‘.i'J}lICl
World War), published by the U.S.S.R. Academy of dciences In 1956.
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Conltrariwise, the strong growth of the share of industry
in capilalist economy and especially of the processing of
agricullural raw malerials. has strengihened the influence
of industrial crises on the state of agriculture. But they
cannot cause a general agrarian crisis. We shall show this
by the example of the two agrarian crises of the 19th and
20th centuries. :

THE 19th CENTURY AGRARIAN CRISIS

. The agrarian crisis of the 19th cenfury lasted roughly
from 1870 Lo 1895.! Was this crisis a consequence of the
industrial crisis? Of course not. This can be clearly seen
from the following supplement to the manuscript of the
third volume of Capital, written by Engels, a contemporary
of thal crisis, in the early 1890s. i
To obviate unnecessary argumenls, we are quoting the
text in full; }
“Transoceanic steamships and the railways of North and
South America and India enabled some very singular tracts
of land to compete in European grain markets. 'F’]l{‘\?e- were,
on the one hand, the North American prairies and the
‘.‘\I‘f.,‘ﬁ‘ﬂlliilll‘ pampas—plains cleared for the plough by Nalure
itself, and virgin soil which offcred rich harvests for vears
to come even with primitive cultivation and without ferti
lisers. And, on the other hand, there were the land holdings
of Russian and Indian communist communities which had
to sell a portion of their produce, and a constantly increas-
ing one at that, for the purpose of obtaining money for
taxes wrung from them—f{requently by means of torture
h-\.' a ruthless and despotic state. These products were sold
\\'Ilhnlfl. regard to price of production, they were sold at
the Pprice which the dealer offered, because the peasanl
perforce needed money without fail when taxes became due.
And in face of this compelition -coming from virgin plains

It is difficult to find accurate data for the beginning and end of

the agrarian crisis since only a yearly account is taken of the produc
lion of basic agricultural produce; and, unlike industry, no monthly
I‘lg_-;'m‘r-..\al are published. Price formation, foo, may differ for various "'i"'l-;“
of agricultural commodities, depending on the harvest, specul.—.:innvnn.l
the nature of the commodity, ie., whether it is a foodstufl or an
industrial raw material, ele. :
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as well as from Russian and Indian peasants ground down
by taxation—the European tenant farmer and peasant
could not prevail at the old rents. A portion of the land in
Europe fell decisively out of competition as regards grain
cultivation, and rents fell everywhere; ... and therefore the
lament of landlords from Scotland to Italy and from
southern France to East Prussia.”

Engels does not mention industrial crises, but explains
the agrarian crises by the rapid expansion of grain pro-
duction in the newly raised lands in America, the improve-
ment in the transportation of grain and lower freightage
and Russia’s and India’s “hungry exporl”, which filled the
market with agricultural produce in excess of the cffective
demand of the food importing countries.

To dispel all possible doubts, we are quoting figures
from a report by Professor Sering.? a competent bourgeois
scholar, who, in 1883, by order of the Prussian Minisiry
of Agriculture made a delailed study of U.S. and Canadian
agriculture (German agricullure was Lhen seriously affected
by the competition of North-American grain). His report
contained the following points.

a) In the second half of lhe 19th century grain produc-
tion expanded rapidly in the U.S.A. and in Canada.

Corn and Wheat Production in the U.S.A.3
(million bushels)

: .
1850 | 1860 i 1870 ! 1880 i 1890 1891

GCOID | i iy a0 ]l SH92 839 | 1,125 | 1,707 | 1,650 | 2,336

Wheat: o -« = of 200 173 254 502 449 678

To exclude the influence of harvest fluctuations it would

be necessary to compute averages for 5 lto 10 years; the

L Karl Marx, Capital, Vol. 111, p. 726.

2 M. Sering, Die Landwirtschaftliche Konkurenz Nord Amerikas in
Gegenwart und Zukunft, Leipzig, 1887.

' M. Sering, op. cit., S. 730 et passim; Historical Statistics of the
United States, 1st Edition, Washinglon, 1949, p. 106. Data for corn
are for the preceding vear (1 bushel of wheal=27.2 kg, 1 bushel of
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1890 and 1891 figures show that these ({luctuations are

SR SRt NS - = 4 a 1

considerable, ]ﬁll[ even f.l'_-l_'_‘{.r} Ij_gfr_i]'ff}'. \"]1'-':11‘!\' rl.-nw]}\ci:'qi.-
that, over a period of 40 years, the output of wheat in
creased by 400 to 500 per cent and that of corn by 200 to

i."="“5 per cent.! The production of oats and barley grew al
the same rate, that of linseed even quicker. YN

’I_;': Production grew predominantly through the expan
sion of areas under seed, and not tin’{m;{htinivn.k‘.ifi{::'il'-:.nn
or higher yields. This is important for a comparison '-\:ittl
the modern agrarian crisis. \ ‘

Sown Arcas in the U.S.A.2
(million uacres)

‘ 1866 1470 1850 1890 ‘ 1891
e T : . oo T
S e U M Y ‘ 30 | 28 ‘ 63 75 79
e | i Iy =
Wheat W Far T PeLT, {5 24 38 a7 A1
21 ; 3 4

) 1‘1;{: acreage harvested is not an accurate measure since
‘.l does nol include unharvested areas, which, in extensive
farming, are often considerable.

Wheat; Acreage Harvested?

| 1880-84 | 1800-94
4 — ] |
12.1 12.4 12.2 12.9 3.8

s Pa =4 =% el o £ - .

I'he above shows that the average gield does not grow
or grows exceedingly slowly. The lagging behind fil'.t'z'(}p
yields was even grealer in Western Em'()[!c:

Unfortunatlely we have no data for Canada, which was a major
wheat producer and exporter. i
A ¥ ofin
Historical Slatistics Edifion, p. 106
nlation is bhased on

p. 106.

M. Sering, op. ecit.,

246

Harvests in the 1870s!

(bushels per

| B | | 12.20

In the US.A. wheat was produced by the exiensive
method and production costs were low. There were large
strips of virgin land and, as Marx pointed out, rent was
only nominal. New land was generally cultivated not by
capitalist enterprises bul by farmers who tilled it with the
help of their families and who used railways owned by
local monopolies.

Surplus wheat supplies were exported to the West
European countries, notably lo Brilain, which was then
experiencing a sharp erisis in grain producls and an
agricultural crisis in general.

U.S. Wheat and Flour Exports?

(in ms of ‘000,000 bushels of wheat)
1860 1870 {880
16 52 180

American wheat ousted other imported wheat from Lhe
British market and its share in British consumplion grew
from 12 per cent in 1851-55 to 54 per cent in 1876-80.° The
imports of American wheat brought a sharp drop in prices
on the British market, which in turn determined the price
level of wheat on the world market. The prices of wheat
in all countries were approximately equal to the British
price minus transportation costs (from the couniry of
production to Britain).

{ M. Sering, op. cil, §. 472. Figures for Jrance are probably
srestimated '
2 Thid., 8. 73¢

3 This was p
railways and the development of shipping.

moted by the building in Ameriea of lransconlinental



Wheat Prices in Britain and Prussia!
(marks per ton)

187175 1881-85
|
3 i e
Prussia | 235 ‘ 190

Bydain . e ol | 246 | 180

According to a report of the Royal Commission charged
with investigating the causes of the British farming crisis
in nearly all counties of England and Scotland farmers
had suffered unparalleled disaster, large areas of good
arable land had been transformed into pastures. The un-
preccdentedly large import of grain, especially from the
US.A., served merely to aggravale conditions for the
farmers.

Let us summarise: the agrarian crisis of the 19th century
was not brought about by an industrial crisis. Neither
Engels nor Sering, nor any other student of the 19th
century agrarian crisis, eonsidered it the consequence of
industrial erises.?

During the development of the agrarian crisis, three
distinet induslrial cycles, ending in the 1873, 1882 and 1890
crises respeclively, hit the economy. If industrial crises pro
duced agrarian crises, an upward phase in industry should.
theoretically, have put an end to the crisis in agriculture.”

The 19th century agrarian crisis was an event unique
in the history of capitalism. It was caused by the basic
contradiction of capitalism, the limited purchasing power
of society resulting from it, and by the rapid expansion
of sown areas on fertile lands in the Americas* This was

L M. Sering, op. cit., 8. 555.

* True, Sering speaks of the influence exerted by the 1873 crisis
but in a differenl sense. He wrote (p. 532) that the huge unemployment
during the 1873 crisis favoured the expansion of grain production,
since it freed many workers formerly employed in indusiry in the
East for farming in the West,

9 There are a number of factors—the fixed rent, the fact that the
labour power of peasants cannot be used outside their own farms.
etc.—which tend to protract agrarian crises.

4 We must nol exclude the possibilily thal this may recur some-
where else in the world. The well-known German geographer Humboldl

248

primarily a crisis of the grain economy! in \\'ush:'s’n
Europe and the American East, and not a world agrarian
crisis embracing all countries and all branches of agricul
ture (to the extent to which they produce 111;11‘[-.1_:[:_!!)1&: out-
put), as is the case with the modern agrarian crisis.

Cattle Population in the U.S.A.
(million head)

| 1867 | 1877 | 1887 | 4897
[t a1 s SR 29 37 ‘ o7 a0
Pigs SE e cein 34 39 | 43 51

The 19th century agrarian erisis ended in the middle of
the 1890s. How was it overcome?

1. Partly by lhe ruin of the economically weak peasants
and landowners and the drop in ground rent and rents. J
2. Partly by the introduction in conlinental Europe of

9

duties on farm produce, notably on grain, ju I{I'{]r:‘[' to raise
prices on the domestic market above \\'m'.li-' prices. )

3. By stopping, after 1896, the expansion of areas sown
to wheat in the U.S.A.; maize cultivation grew very
slowly .2 ¥

4. And most important of all, through the !!'r!:l.\‘fhrnifrlff';
more intensive farming in Europe. This included a wider
use of fertilisers and the expansion of branches other than

grain production—inlensive animal farming, the growing
of fodder crops, vegetables, fruit and industrial crops. This
was a progressive development, a fact Lhal is very important
in any analvsis of the modern agrarian crisis.
said 100 years ago that the Amazon Valley could feed 500 1!t'l|.['l011
people if it were possible to destroy the weeds interfering with erop
growth. The irrigation of the Sahara (presenl-day Ic:c:hsmlt_}g_v ]n[:.lx this
within the bounds of possibility) could also play a major role. _I.ﬁ‘.'_lt
these are only possibilities and it is unlikely thal they will be realised
under capitalism.

L Callle farming developed

in the U.SA. much slower than crop

farming. i e
* Historical Statistics of the United Slates, 1st Edition, p. 106
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What socio-hislorical conditi
markets for animal produce, vege
k‘i'”} S at '|1 it time?
n the first place, the rapid development of industry and
the steep growth of the urban population connected with
it. This resulted in a large additional demand for these
products, It was also the time of the final redivision of the
world between the imperialist states and the resulling
emergence of a wide layer of the labour aristocracy in the
main imperialist countries of Europe, creating an additional
demand for high quality foods. In short, the main factor
in overcoming the agrarian ecrisis in Europe was the gen

ons created additional
ables, fruit and industrial

eral acceleration of capitalist development, the trend for

which was already obvious at the time when capilalism
was entering the monopoly stage, and which was analysed
by Lenin in his Imperialism, the Highest Stage of Capital
ism.

These processes can be illustrated by the cxample of
Germany. During the agrarian crisis animal farming

developed as follows:

Cattle Population?
{million head)

1
Year orges Cattle ‘

1873 3.4 \ 15.8 ‘ £ |
1892 gt SR S0l [ 5 il R v ‘
TOISE, Wty ) \ 4.5 ‘ 20.9 ‘ 25.6 | 5.5

The large sheep population typical of this extensive
farming was rapidly decreasing, while the cattle and espe-
cially the pig population was growing. At the same time the
quality of the cattle improved and its average weight and
milk vield increased.

Crop larming too became more intensive: Lhe average
wheal vield rose from 15.4% ceniners per square heclare

L Statistisches Jahrbuch fir das Deutsche Reich, 1914, S. 51-53.
= M. Sering, op. cil., 5, 472,

belween 1878 and 1884 centners between 1903 and
1907. 1}1{ vields of other crops rose in approsimately the
same p

\I::zurull_\'. it was not the peasants, but the German
landowners, who were getti all possible help from the
government and who this nsification.

[he problem of the 19th century agrarian crisis should
be subjected to a detailed Marxist st tudy based on docu-
ments of that period. It should be emphasised that the
processes studied by Lenin in his famous writings on the
agrarian problem- the formation of a capitalist domestic
market by the differentiation of the |w:u-.:m|!\ the con-
centration of the agricultural means of production in the
hands of capitalist elements., etc.—lake place irrespective
of whether there is an agrarian crisis or not (Lenin wrote
his works when the 19th century agrarian crisis had ended
and before the 20th century crisis set in). The agrarian
crisis accelerates these processes and results in even greater
suffering for the peasanls.

THE ABSENCE OF AN AGRARIAN CRISIS
AT THE BEGINNING OF THE 20th CENTURY

In the beginning of the 20th century, up to the outbreak
of the First World War, West European agriculture had
adapted itself to American competition. The prices for
agricultural commodities were no longer dipping, but had
even tended to advance

Exchange Quotation per Ton?®
(German marks)

Wheat | Rye I Corn
1904 1913 ‘ 1904 ‘ 1913 1904 1913
LORMBI ey o o g w0 R ) AIDE el S ‘
Amsterdam {(American win- ]
1710 e e RS e e 152 163 108 134 A AT
CRICATG ¢ v o o boi e il wo i [l L L i 83 | 103
; |

sches Jahrbuch fiir das Deutsche Reich, 1814, S. 44.
v Reieh, 1914, Internationa-

-."w‘s f'rf’U" buch [ir das D¢
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Iixchange quotations for animal produce grew to an even
greater extent belween 1904 and 1913. In London. beef
rose from 102 to 119 marks per 100 kg, Argentinian beef
from 48 to 61; pork from 92 to 134 marks. A similar price
movement could also be observed on other European
markets.!

Of great importance in this connection was the fact that
the area under wheat and maize in the U.S.A. stopped
expanding, harvests stabilised and exporls fell owing to
the growing home demand. Prices in the U.S.A. picked up.

Sown Areas in the U.S.A.2 Yields

(average yearly in million acres) (million bushels)

1909-13 1896-1900 ‘ 190913

1896-1900
—_— — s - - X
Wheat ‘ 47 48 Wheat . .| 710 | 682
Corn

99 101 Corn . . .| 2,547 | 2,632

The farm price per bushel of wheat rose from 72 cents
in 1896 lo 99 cenls in 1909 and 80 cents
rose correspondingly from 21 to 58 and

n 1913: maize
68 cents.

This shows that, by the early 20th cenlury, the agrarian

crisis had been overcome. :

AGRARIAN CRISIS
FOLLOWING THE FIRST WORLD WAR

The first agrarian crisis of the 20th century began soon
after the outbreak of the general crisis of capitalism. Wheat
prices in the U.S.A., which had grown substantially during
the war and had reached 2.13 dollars per bushel in 1919,
dropped in 1921 to 90 cents, i.e., below the 1909 level. The
same was also true of other grains.

L Statistisches Jahrbuch fiir das Deu
nale Ubersichlen, S.
nalure, since the W

= Historical Statis

che Reich, 1914, Internatio
dx. The price advance was not of an inflationary
Iluropean currencies were based on eold.

ics of the United States, 1st Edition, p. 106
(average yearly figures computed by the author).
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What caused this s
was the great expansion of sown areas in the Americas
during and immediately following the world war. In this
respect the 20th century crisis resembled that of the 19th.
The area under wheat in the U.S.A. grew from 52 million
acres in 1913 to 74 million acres in 1919. Sown areas
expanded to an even greater extent in Canada—from
an average 4 million hectares between 1909 and 1913,
to an average 8.7 million heclares between 1920 and
1924, 1

But the growth of agricultural production in the 20th
century was not due lo the same causes that had been re-
sponsible for thal growth in the 19th century. In the 1870s
and 1880s sown areas expanded because American farmers
cullivaled virgin lands, in the 20th cenlury lhe increasc
in sown areas was ellected by capitalist entrepreneurs and
capitalist farmers. Capitalists who had accumulated a
comparatively small capilal during the world war and who,
because of monopoly control, could not elbow their way into
industry and lransport, were invesling it in agricullure.
I'his situation is typical of the whole period of the general
crisis of capitalism and is at the root of the 20th century
agrarian crisis. During the 20th cenlury agriculture in Lhe
highly developed capitalist couniries gradually passed fromn
stage to the machine or factory stage ol

1arp price drop? The main reason

the manufactory st
development.

Proponents of the view that agrarian crises are a resull
ol mdustrial crises of overproduction assert that the agrar-
ian crisis was the oulcome of the 1920-21 industrial crisis
A sludy of the facts does not endorse Lheir view, The con
sumption of farm products should have dropped considera-
bly if the industrial crisis really had engendered the agrar-
ian crisis through a decline of prices on farm products.
But the 1920-21 crisis was loo short to have such [far
reaching results. It embraced primarily the non-belligerent
countries, notably the U.S.A., which had suffered from the
war less than the other warring couniries, Data on per
capita consumption during the crisis prove convineingly
that it was not the decrease in consumption that was al the
root of the price drop. Even though the average yearly per
capita consumption fell. it was far loo small an amount to
cause such a sharp fall in prices.

et
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Average Yearly Per Capita Consumption
of the U.S. Population!

1613 1921 1924
I.
| i [ |
Calories a day 3550 | .3 | 3,46
r V| ; 1 1 PReT]
Wheat flour (pounds per year) 186 ‘ 181
Meat of all kinds 136 138
Fats of all kinds L 36 40
5 ; 1 86 104
-+ 146 154

1

Although we do not vouch for the accuracy of these
data, they do show that the decrease in consumption
(potatoes excepted) was very slight. The decrease in Lhe
consumplion of bread was less than 10 per cent, while thal
of lats and sugar grew. The small drop in bread consump-
tion certainly could not cause an agrarian crisis.?

Champions of the theory that indusirial erises are Lhe
cause of agrarian crises will find il even more difficult to
explain why the agrarian crisis deepened. In the above
mentioned texlbook on political economy we find: “Agri-
culture had not yet recovered from this crisis [1921—Y.V.]
when at the end of 1928 there were clear indications that
a new agrarian crisis was maiuring in Canada, the US.A,,
Brazil and Australia, ™

From lhe above
crisis

it would appear thai the 1921 agrarian
vas over in lhree to four years, but this contradicts
the correct statement by the authors that ag
are ol an enduring character.

We should be glad if K. V. Ostrovityanov, I. D. Laptev,
E. L. Shifrin and other proponents of the above theory
would explain how it was possible for the agrarian crisis

arian crises

L Historieal Statistics of the United States, 1st Edition, pp. 52-54.

2 The class nature of consumption can be clearly scen from the
fact that the drop was registered in flour (bread) and potaloes bul not

in the products predominaling in the diet of the higher income brackel
—meal, fats, sugar; consumplion did not decrease as regards calory
content.

.. 1.. Shifrin quotes this parag

in his hook on
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to set in “at the end of 1928”, if al that time there was as

yvet no indication of an industrial crisis?
It is common knowledge that the 1929-33 crisis began

in the U.S.A. with the stock exchange crash in the autumn
of 1929, while indusirial output, following a short drop,
continued to expand even in the first months of 1930. The
crisis really came into its own only in the second half of
1930, and in some capitalist couniries, France, for exam-
ple, it began only in 1931 .1

How and with the help of what economic mechanism,
could the 1929-33 erisis “produce” an agrarian crisis even
before it emerged? It does not scem to make sense.
The allegation thal agrarian crises are the outcome of
industrial crises contradicts facts and also the views exp-
ressed by Marx. In his only remark on the agrarian crisis of
lhe 19th cenlury, Marx said: “As regards the agricullura
crisis, it will gradually inlensify, develop and eventually
reach its peak, bringing with it a verilable revolution in
land ownership, completely independentl of the cycles of
commercial-industrial ecrises.’”

The contention that a npew agrarian crisis began in the
U.S.A. at the end of 1928 is nol borne out by any con
crete facts.

=

General Statistics on U.S. Agriculture
i T (JIL-'.'-arrl.".S)n

1928 e 13,550 14,072 151 155
1980 . 4 . o . 13,824 11,296 149 154

The above data show no changes which could not be
accounted for by statistical inaccuracies. The area sown
to. wheat in the U.S.A. even expanded from 09 million
acres in 1928 to 63 million acres in 1929,

! Mirovige ekonomicheskiye krizisy 1848-1936 gg (World Economic
348 ), ¥ol. I, Russ. ed., Sotsekgiz, 1937,
ngels, Collected Works, Vol. XXVII, Russ. ed., p. 94.

f &
' Historical Statistics of the United States, 1st Edition, p. 99.



countries which showed
. But a theory must not

find some
a worsening of the situation in 1¢

Undoubtedly we could

rely on individual cases. A Marxist theory must explain
all, or at least the most important general -i}ll{'llﬂiilt' 1a.1 It
may be that the old agrarian crisis continued into 1928, but
there certainly are no indications of a 1

crisis.

Admittedly, the 1929-33 indusirial crisis, which was the
deepest and most prolonged in history, deepened and inten
atfiad o L m e bl z e =l e

sified the agrarian crisis. The indusirial crisis broughl a

sharp drop in prices ol agricultural produce.

Wholesale (Exehange) Prices?

1929 1952
-_— s — Sl im ) L |
Wheat (winter) (dollars per bushel) . . i 1.16
Maize (dollars per bushel) | 0.95
Pork (dollars per 112 Dritish pounds) . . ! 10.42
Cotlon (cents per Dritish pound) 18.50 | 6. 36

The sharp drop in prices to the system of state
guaranleed prices which continues in the U.S.A. o this day.
I'he per capita consumption of the U.S. population drop-

following figures:

Calories per day A x| | 3,170
Wheat flour (pounds a year) .',-.-'ui_,l
Potatoes - A L R VAL g 138 (1934)
Meat: o - i s S e e e ke o L lig 116
Fats i 45 42 (1932)
|
i

How complex and contradictory these phenomena really are
(especially in agriculture) can be seen from the following. In 1929
the price of a bushel of maize was 80 cents in the U.S.A.; in 1932 it
dropped to 32 cenls. Yet in spite of that, the area under maize rose
from 97.8 million acres in 1929 to 106 million acres in 1933, In 1932,
in spite of the industrial eri: ] »a under maize was the largest
ever, and a record harves 3 rag reaped. ;

Y The Morgan Guaranty Trust Survey, December . p. 10.

' Historical Stalistics of the United States, 1st Edilion, pp. 52-54

The drop was substantial. It is particularly interesting to
note that zeneral consumption reached an all-time low in
1935. when continued mass unemployment had exhausted
all the workers’ means of subsistence and they could no
longer obtain food on credit. This drop was also observed
in other capitalist countries.

The decrease in consumption was accompanied by a sharp
drop in the price of farm products. The monopolies, flour,
dairy and meat factories which bought up farm products,
cut their purchasing prices. In spile of the prostrating
erisis, indusirial monopolies maintained prices at a com-
paratively high level. The price gap spelled ruin to Ameri-
can farmers.

AGRARIAN CRISIS
OF THE 20th CENTURY COMPARED
WITH THAT OF THE 19th CENTURY

Although the agrarian crisis of the 20lh century, like
that of Lhe 19th, was based on the contradiction betwcen
the social character of production and privale capitalist
appropriation, there were fundamental dillerences between
the two. Let us emphasise that for our comparison we are
examining the crisis at the peak of ils development, ie.;
the beginning of the 1960s, i.c., the same crisis that began
before the Second World War and was only interrupted
by the war.

The reason for the overproduction attending the 20th
century agrarian crisis after the Second World War was
not an expansion of sown areas! and a change in lrans-
portation techniques as in the case of the 19th century
crisis, but the higher yields due to the intensification of
production and utilisation of machinery and fertilisers on
a mass scale, in other words, the {ransformation of agricul-
ture in the highly developed capitalist counlries inlo one
of the branches of capitalist machine production.

The wheat yields in the principal capitalist countries
provide an example of the above.

{ Sown arecas expanded in the U.S.A. and Canada only in the first
vears following the Second World War, when agriculture in West
Europe was in a very bad state.
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Wheat Yields!

(centners per hectare)

1960 1962
|
WS s 8 2| 17.4 16.1
Germany . . . . . 23.6 s g 2.9 | 35.6% | 35.4°
France . ... . 13.8 16.0 13.3 | 25.0 | 24.4
(1936)
Britaig ot bl 21.0 2842 20.6 | 35.0 40.2
Argentine 7.8 | 0.4 8.2 ' 133

The figures are accurate to %= 10 per cent (bearing in
mind that all yields are influenced by climatic condilions).
But, in spite of inaccuracies, two facts are obvious.

1. From just before the First World War and right up
lo the Sccond Lhe average wheal yicld in the leading
capitalist counlrics remained at an approximately even
level. This was due largely to the prostrating 1929-33
induslrial crisis.

2. Between 1937 and 1960-62 the average wheat yield
grew by 50 lo 100 per cent. The vields of other agricultural
crops grew similarly. _

What is the reason for this unprecedented growth in
yields, especially in the highly developed capitalist coun-
tries such as the U.S.A., Germany, France and Britain?

The reason is that fresh vast amounts of capital were
invested in agriculture, it was supplied with machinery,
artificial fertilisers, chemical weed-killers, elc., in other
words, agriculture was becoming a branch of industry.

L Statistisches Jahrbuch fir das Deutsche Reich, 1914, Internation-
ale Ubersichten; 1938, Internationale Ubersichten: Statistisches Jahr-
buch fir die Bundesrepublik Deutschland, 1962; Monthly Bulletin of
Agricultural Feonomics and Statistics (FAO), 1962, various issues;
1963, No. 1.

Wheat as the main crop represents all grain produetion. This
melhod was used by Marx in his analysis of ground rent.

4 West Germany.

8 Wirtschaft und Statistik, No. 10, 1982, S. 604-05.
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Let us take U.S. agriculture for example.!

Year agri

(dol
(35 AN TERS 1y 1.4 | 103
ANE s Sl i 17.4 2.020
JOB0 s 18.4 2,502

vy and equipment, milch cows,
pigs, meat callle, hens, ete., are also fixed capital and their
value should be added to the above. The capilal invested
per worker in means of production (machinery and equip
menl, without buildings) in U.S. manufacturing indus-
iry amounied to:

[n addition to machinery

10 dollars in 1929
7 dollars in 1960

1]

1,80
3,03

The increase in capital investments in U.S. induslry was
undoubledly slower than in agriculture. In agriculture the
capital investment per worker is now higher than in many
branches of the manufacturing industry.* (We must, of
course, lake into account that part of the agricultural
means of production—ploughs, combine harveslers, sowt S

are not used all year round, as in the case of industrial
machinery.)

Vast amounts of new capital investments in agriculture
are also being made in the other highly developed counltries,
but these do not go to poor and medium peasant farms.
The same applies to the less developed countries,

L Official data: Agricultural Statistics of the United .‘s'!_r:!c's, .1959’

pp. 443, 451; 1960, p. 448; Slalistical Abstract of the Hmfr-d I.‘»mrcs__
1961, pp. 215, 628; Unifed States Income and Output, Washington,
1958, p. 196. ’
? The well-known American capilalist farmer Roswell Garst gives
other figures: 30,000 dollars capilal per worker in U.S, agrl ulture and
15,000 dollars per worker in U.S. industry (U.S. News and World h‘f."pﬂrf,
April 2, 1962, p. 78). But he probably includes the price of land and
the cost of housing, which is wrong.
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I'he growth of the machine pooll on American farms in

physical units (thousands) is given below:

ey No. of farms
Year Tractors Lorries > :??;D;.lc
| harvesters
920 .. ... 28 139 4 ‘ 10
19400 5 5 1,545 1,047 190 110 ‘ 175
aen o = 3 . t
PO o e 4,770 3,110 1,065 ‘ 780 730
J | ol

Dlll“i]].:__[ the past 20 years the number of essential
I.}'.l:-lk"hi.il(‘.'n' on U.S. farms has grown from 3 to 7 limes
Similar conditions prevail in the other highly le\-’l‘l(l])t‘d'
capilalist countries. = . 5
i A major role .i“ raising crop yields in the U.S.A. is the
increased use of ‘I'urlilis_ers\ Their output has grown [rom
94 mfllum tons in 1940 to 25 million ions in 19592, The
use of fertilisers has grown considerably since the Second
World War also in the West European countries. 'hl'lw.wn-
sumption of nitrogenous fertilisers in Western annpv
increased as follows (per thousand lons of pure nilm;:et.'n.'r'.:

2,167 3,060

_’1 hr.." intensification of agriculture and the overproduc
tton of agricultural products are observed only in the highly
de.r_wh_upw.-‘ countries. In the less developed countries farming
techniques have improved little if at all. According to th;
last census (1956) India had

Wooden ploughs, . . . . . . . 37 million
Metal ploughs s wie e 2-mitlion
Eractors o on e o 1BE00

; 1‘31"3.‘;{:'1:':':'::{ Statistics of the United States, 2nd Edition, pp. 284-85;
,\_!r_r_flfs!_n:n{ Abstract of the United States, 1961, p. 639. s A ST
¢ Stalistical Abstract of the United States, 1961, p. 636
4 Deutsches Wirtschaftsinstifut, 1963, 8 Heft, S.‘ 12, Ress
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With such means of production it is impossible to
raise food production and thus salisfy the needs of the
rapidly growing population. Similar conditions prevail in
the other less developed countries.

The ever deepening disparity between the highly
developed, rich capitalist countries and the less developed,
poor countries lends the agrarian crisis a confradictory
and dual nature: in the highly developed countries (and on
colonial plantations) there is an overproduction of foods;
in the less developed countries—a shortage of food and
hence, constant undernourishment. This is the second
fealure distinguishing the agrarian crisis of the 20th
century from that of the 19th century.

At present there is no “hungry export” of grain from
the less developed countries, which Engels mentioned as
one of the causes of the agrarian crisis. On the contrary,
during the past few years the highly developed countries
(the U.S.A., Canada, France) have been supplying the less
developed countries—India, Pakistan and others—with
foodstuffs. U. S. supplies often lake the form of economic
“aid”. This shows that the old formula of regarding the
less developed countries as “agrarian appendages” of the
imperialist countries has to be reconsidered.

Whilst capilalism still exists, the dual nature ol the
agrarian crises is unlikely to change substantially.

The growing concentration of capital and strengthening
of monopoly rule in the highly developed capitalist coun-
tries makes it more and more difficult for small capital to
break into industry, except by the purchase at high Stock
Exchange prices of shares yielding a low interest, or by
using their available cash as loan capital. Small capitalists
will. therefore, continue to invest their capital in agricul-
ture, transforming it into one of the branches of capitalist
production. Marx’s analysis of ground rent in Capital
predicted that agriculture would be conducted along purely
capitalist lines—in the highly developed capitalist coun-
tries this has become a reality.

On the other hand, the less developed countries not only
lack the capital necessary to raise yields, but in the presence
of feudal and semi-feudal latifundias (in Turkey, Pakistan,
Brazil, Argentina and even Spain and Southern Italy)
capital could not be invested in agriculture, even if it were
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available. The present state of agriculture in the less
developed countries cannot be improved without a radical
land reform and large capital invesiments.

Marx wrote: “But the form of landed property with
which the incipient capitalist mode of production is con-
fronted does not suit it. It first creates for itself the form
required by subordinating agriculture to capital.”!

Owing to an agrarian system which fetters all possibili-
lies of agricultural development, the less developed capital-
ist countries find it more and more dilficult to provide
food for their rapidly growing populations. In 1953, Norris
Edward Dodd, Director-General of the Food and Agricul-
ture Organisation of the United Nations said that the chasm
between the badly fed and well fed was wider loday than
it had been before. Ten years later this organisation in its
latest report correctly outlined the prospeects for the period
up to 1970 as a growing surplus of food in the highly
developed countries and the continuing, even worscning,
undernourishment and hunger in the less developed coun-
lries.

Speaking at the World Food Congress held in Washinglon
in June 1963, President Kennedy solemnly declared: “The
war against hunger is fruly mankind’s ‘war of libera-
tion’. ... There is no battle on earth or in space more
important, [for] peace and progress cannot be maintained
in a world half-fed and half-hungry.... We have the
capacity to eliminate hunger from the face of the earth.”
President Kennedy conlinued. “Vietory will not come in
the next year. ... But it must in our lifetime.”? But he gave
no indication as to how this could be achieved. Newsweek,
from which we are quoting, continues: “Behind this arrest-
ing declaration of war against hunger were some appalling
facts.

“Every day of this week some 10,000 people will die of
malnutrition or starvation—more than at any lime in
history. In India alone, 50 million children will die of
malnutrition in the next ten years. More than half the
world’s 3 billion people live in perpetual hunger. ...

1 Karl Marx, Capital, Vol. I11, p, 617,

? Newsweek, June 17, 1963, p. 31.

S Ibid

&
o~
S}

We believe that this will continue to apply amt‘fml_\' up
to 1970 but as long as capitalism continues to exist.

Feudal landowners in the less developed countries aré
b} sisting even a bourgeois reconstruction of

stubbornly re . z _ 9
acericulture, which, with the help of capital ITI\I‘hInlt.‘l]_tH.
would lead to important agricultural advances. B"’!”f‘_'
are a few interesting quotes, all taken lrom bhourgeois
-‘*Uf'::}f‘:"]-i- classic ecase of the medieval .‘ip:mi_.x‘h hacienda
system lingering into the twentieth century 1s l.’f-.m. -”mi
hundred and sixty thousand 1—’L‘:1‘1|\-i_:'.115 (1.5 per Il?'l.'l'll r;li‘ I}hlL
population of 11 million) own 76.2 per cent <>.I the arable
land. In contrast, 6 million Peruvians own less than 1 per
“mllu hig haciendas grow export crnps_l.ike <'-ott.f')‘}1],
making fabulous profils [-‘m:"_ﬂm owners, while the rura
population lacks basic foods.””! Loy
Another magazine surveys the state of aflairs in .atin
America: “Less than 6 per cent is iIn tillage or tree
crops. . .. Less than 5 per cent of the landowners <3\.»-n 1(_;
per cent of all arable land. Barely a quarter of lhis l.f.m(
is under cullivation or in livestock use. (!m-._n-sult is food
shortages that force 17 governments of Lalin America ijil
import food, often at a heayvy drain on I¢m-‘15411--}’_\'::11.&11,5;_1‘
carnings. Another result: A big proportion of Illm popula-
lion in many countries is living at a bare subsistence IE.'\_'{.'I_
under feudal conditions. ... Average Soulh American gets
{200 calories a day. ... : ‘ 4
An increase in agricultural output is practically impos-
sible under such agrarian relations. i :
The table on p. 264 shows that under existing agrarian
celations, the developing countries, as distinct 1.1?).1?1
the highly developed ones, are unable to increase harvest
SLINE [ o
\I(H:Iif(e the Second World War only in the Argentine h;_}s
a substantial growth in crop yields been observed. In' In.dni
and in Algeria harvests are no hi;{hm: Nnow .Hmr? lh(_.-_\_-. \\.-F:'.r‘(.
before the First World War. Indeed in India I!n}_s rice ;lldl-
vest is even lower now than it was before the First World

i Newsweek, May 28, 1962, p. 43. I 0
3 [1.S. News and World Report, August 21, 1961, pp. 93 54.
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War—it dropped from 16.5 centners between 1909 and
1914 to 15.2 centners in 1961,

Wheat Yields
(centner per ,L.--r-:r}."f-_‘.l‘l

Years | India | Algzeria Argentine
L LD R e S 8.1 6.7 6.6
192834997 . . . . . G At g 7.5 S 8.6
ety el r I I e 6.8 9.5 8.6
JURM BT Soasi = Eat e 7.2 5.3 §.8
1934/1938 A AL ] 6.9 5.6 9.8
1948/1949-1952/1953 ., . . . 6.7 6.2 11.5
AL RN R R OSSR =) 6.8 6.3 12.8
it e R ST TR S 7.9 6.4 13.3
1960/1961 W A 7.8 7.8 11.0

The much larger harvests gathered on the same, and
sometimes even smaller, areas in the highly developed
countries as a result of increasing capital investments
categorically repudiate the theory of diminishing soil
fertility? a theory which dominated bourgeois political
economy for the past 150 vears, and which is still used
to justify the poverty of the working people under capital
ism. Post-war development fully endorses Marx’s theory
that additional capital investments in agriculture can.
under certain conditions, increase yields and incomes over
and above those of the preceding period.

The development of agriculture is not a linear process.
In Britain, for example, the area of cultivated land grew
during the Second World War and, immediately after,
began to diminish,

L Annuaire International de Statistique Agricole, 1998/29. 193 2,
1939/40; International Yearbook of Agricultural Statistics, 1033/34;
United Nations, FAO, Yearboolk, 1961.

* At that time I shared the then extremely popular view on the
diminishing soil fertility.
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Sown Areas and Meadows!

(million acres, avera

1938 | 1944 max. 1948
— I| r | —
Total cultivated area | 9.0 4.5 | 13.2 ‘ u 2
including under wheat . 1.9 3.2 2.3 § 2.1
Meadows (temperary and| ) ‘ x e
permanent) . @ 0w W 22 | 16.4 '. 17.9 |

Below we are giving data on three large wheat produ

cers,? Al
¢ wheat Yield
‘3:_1({'1’]ill]);\;ﬂinter'i‘.‘ﬂl'l:s) ‘ (centner per lll‘,{‘.t:ﬂ‘e)_
s S e, 5 .
1937 ‘ 1960 ‘ 1961 ‘ 195 | 1960 I 1961
_ il JE ____l _'_._
Canada | -1[}_4| 9.4 | 9.8 ‘ 4.8 ‘ 14.2 . 1.4
i dilcd R T Ty e e = i ; I . 1)4
Aunsztralia . ‘ 5.7 4.9 5.7 | f}_l} . 11‘1) | 1
Argentine | 62| 44 | 46|81 [133
St oty : (1959)|
1

The patiern of development imitates that of the :'1::1\--1131{:;\-&

1 : ¥ ol 5 aroe v vhea B
capitalist countries, namely, the area 11111(_Ii11 W %”,_ [ ( L_I
e total yields increase (in 1961 there was a bac

creases, whi _
:anada). ‘
hlul‘iifs't I’r?u(htilclmdar that the reason for the thIr’rprmhllrEm,?I
in the capitalist countries was not due !'_: an .-’.rjmm.s'm.n H.f
sown areas, as was the case during the 19th century agrar-
ian crisis, but fo an increase in yields over .\'f.’li’.{”(’!‘_r'”’{‘ﬂ.‘{_:

Livestock farming has also grown rc::mult'r;d‘)l‘\i .11'.1 :iu1
highly developed capitalist countries. Not only Il:-l:..’ ]-l';,-
caltle population® increased (except horses) but there has

! United Kingdom Annual Absiract of Stalistics, 1938-48, p. 171;
1961, p. 169. s iy
>.,_ -Is‘[;rm‘.;{-fsr:he's Jahrbuch fir das Deutsche Rr’f:'.fl,_!‘.l.ih. In[e_!n..‘;.j?r
nale t]bersichten, S. 44x; Statistisches Jahrbuch fiir f{“’ .'![n‘:‘a:.-’:‘:;rrj;gf [k
Deutschland, 1961, Internationale Ubersichten, S. 46x; 1962, ; .='“’lx‘i='u
3 According lo official data the growth in Britain between 196

and 1960 (in millions) was as follows:

from 10.6 to 11.8

Cattle . i i
Pics el from 3.0 to ,.r'a
i 20.4 1o 27.9
SHERD o - w: = & o= & 20.4 to
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been ; arke e =
]-.' B 1’:11.1.14 [1. Increase in the productivity of livestock
‘ut;l]nn,g the milk yield, the live weight of pigs and meat
cattle, ete. This can be seen by the ample .
; ¢ seen by the examy e
el 3 xample of Wesl

Average Yearly Milk Yield

(.’:.?'n .?."i_a.’ug."m.':.s'}l

| |
1987 195459 ‘ 1960 ‘ 1961

e Tl M R T e
2,519 ‘ 3,068 [ 3,395 ‘ 3,428

. Capitalist development of agriculture has the same col
sequences as capilalist development of -fndudr‘v- ”;l
producers—small and medium farmers and pes :s"i.l"‘tﬁ.‘ﬂ.l?'!"
ruined _:mri praduction is concentrated to .an e{.:(: s ] —‘«‘-m.
{‘.‘tf_t"lll in large capitalist enterprises. g i e
Yet there is one essenlial difference. In capitalist industry
{_i?f? decrease in the number of workers .re:uf“-'.n : 1‘i"l.' i
higher labour productivity has, up to nra“w ])‘1?‘:‘-(1; ﬁm 1):::\“
('.}.:j{[ﬂ\‘-li:”_l}':l .1{1.1 'r t‘_&l‘.\,t_i zn.tl'le volume of industrial f:url]:sul.
i I‘]\ _\1. very recent past has there been a tendeney in
;n:-h,q,:..”[' u‘.i\ﬁffl'.flﬂ a decrease i.n productive workers in
indusltry, In agric ulture, the ousting of workers by capital
as Marx foresaw almost 100 years ago, is. bv J"" f"‘.
nature, final and irrevocable. Marx wrote: lt is tl o Ruttae
of capitalist production to continually ‘I‘-E'.{‘iT_Il"e 1}}.'19’ Tf“'_fl”“’
mr;?l population as compared with the l:n';:)—'w:'?ijIH‘l'lll-
---inagriculture the variable capital 1‘eq-uirte:-] fo -'m|i‘ )
exploitation of a certain plot of land d(‘.cre.:-me: l-nl*sr:il 1 ‘II"'
it can _Ihux‘ only increase to the extent ﬂ;nai nm\ -]‘" (T 3'.
taken .mlu cultivation. . ..”2 But cultivated al'l‘-‘-lﬁ :Illf ij
Tr}‘l'lliﬁ:(‘l' .'III('l'{'iiHiIIg in the capitalist countries, gt b
he abs : ing of : i
o ;,;. q,.\:\:’,mf:\,“[T,F:.“:i.m ]Jflh(.i.llf'. :Jfro_m. a.gr:cu_llurr' can
; mple of the U.S.A. Owing to the

{ l\'l. e .
qm”\'”f\*’f;.\.w.‘}f’a;_'.F .n}m buch fiir das Deutsche Reich, 1938 S. 125;
I stisches Jahrbuch fiir die B A jo et Rt
ey ch Jur die Bundesrepublik Deutschland, 1961, S. 183;

B

< Karl Marx, Capital, Vol. 111, p. &
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growth in labour productivity, the number of those
employed in U.S. agriculture is steadily decreasing.

Labour Force in U.S. Agriculture!

(m illion)

1929 1939 1949 ‘ 1957 ‘ 1964 ‘ 19622
| |
10.5 9.6 8.0 6.2 ’ 5.5 ‘ 5.2

Between 1949 and 1961 the number of people employed
in U.S. agriculture decreased by 2.5 million, i.e., by 30 per
cenl. This was a result of the rapid growlh in the produc-
tivity of agricultural labour. The hourly output grew
(1947-49=100) from 54 per cent in 1929 to 210 per cent in
19612, i.e., by an average of 12 per cent a ycar.

The mighty progress of agricullure in the highly
devcloped capitalist countries is accompanied by the usual
consequences: mass ruin of the working peasantry® and
the expulsion of many millions of workers from the pro-
duction process. At the same time the overproduction of
agricultural products brings no benefits to the urban
workers since, due to the intervention of the government
and the monopolies, food prices remain high.

* & =

{ Historical Statistics of the United States, 2nd Edition, p. 70.

% Federal Reserve Bulietin, May 1963, p. 700; Survey of Current
Business, December 1962, p. 27. Those ousted were mainly self-
employed peasants; their number decreased belween 1950 and 1962
from 4.3 to 2.6 million.

8 [Inited States. Report of the President, 1962, p. 294.

4 Bourgeois statesmen of the U.SA. and the Common Market
countries consider the elimination of “non-viable” peasants, i.e,, those
not posscssing sufficient capital, desirable, The final communiqué of
the Meeting of Agricultural Ministers of the Common Market Countries
held at the beginning of 1964 reads: “The Ministers admit the need
to create viable agricultural enterprises.... The tendency to trans-
form non-viable enterprises into a smaller number of cconomically
healthy enterprises is considered a major step in raising agrienltural
incomes.” (Neue Zircher Zeitung, February 29, 1964).
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J_l”Il]hul}lzzslsu-‘. Id;f]u.‘rm'u b[‘tlwvcn the agrarian crisis of the
g"l,||‘,]\\.-ii::2_m'\ and that of the 20th century lies in the
- I'he :t;:i':_‘t']:m crisis of the 19th century was a crisis only
in the grain economy and involved only Western :".nrf;w:‘
and the East of the United States. It took plm’t" at .-‘1 [i::l.:-
when capitalism was still developing on zufasc’en‘dir;” ]im-
and was overcome (except for the drop in ground rent) by
an intensified development of livestock félﬂ?‘liil‘-" I;;l'hc‘ rapid
growth in the urban population created an -ulrl.il':'ri al
demand for animal products. G
_ Ih(\.‘ agrarian crisis of the 20th century is a crisis
involving all branches of agriculture. The 6\'91‘1‘)!‘ndru.-t.ila .
embraces both crop and animal farming in all ‘}‘ﬁ.rfhin-
Flii\'(‘_‘h}])("{! capitalist countries and in f_:apilzi'lisi 1.1'111!‘11'?”:.\-
in the !(r.c:.iq developed countries. The 1.m_ivf:r5£ﬂ C]iiltr‘dt;‘l(;T‘ 3?
l_lhf_‘. agrarian crisis was already evident in the .]‘.-33{-]-.‘5‘.'”“'
Second World War interrupted the course of events I.uu.t
in the 1960s the universal overproduction of all agric l! Ir
products reached its peak. i e
! fhu\: is again best illustrated by the example of the
U.S.A,, the richest capitalist country in the world. To fight
overproduction the U.S. government purchased -z\-nd.‘-trr'{-i
up the following agricultural products: wheat, barlev m : ;I
oals, t'iefr-,_ cotlon, butter, cheese. milk "-th';r\‘.'ritr’r‘r-‘d"' ?'r[;]:
r‘:.ﬁ-f'r_'»' f:l oil .\'f_‘l'{.[.f, sugar and six other ['Ji‘(}dilf_’fs.- R\ .Tu._m.-.ﬂ['}l.
1..\‘_\:}. the total value of stock in government stores amounted
tOI :]:_?nn million dollars; wheat accounted -fll"JI‘ ::1]:11(-.21‘ h-:;l'
:_',-!_:‘3! ;.}1511[i':’rlt;f;lt‘tiilnlt:.lrii-ll 1960 storage costs alone amounted lo
Between 1950 and 1960 the United States used stocks
T!} the tune of $13,800 million for loans and “:'lid‘;‘. 11\'h; E' 5
iy to the less developed countries (ie.. n.nl .Ihr‘:nls.ﬂ" ]';;}
usual trade channels).? It is easy to imagine the d.‘x‘{?l{lf' i
sation that would have resulted if ,Emeri.t‘q.n hk;u%‘dlm:
agricultural products had been dumped m*..‘ Hw. \-iJ ‘:Ih
market at free prices. . ik b
Fhe rapid development of capitalism in agriculture and
the resullanl overproduction of ag'ricul[ul'ai3 l_‘_[_'![]'.]H](ll.'Ii‘lJlf“i

L Qtatiatineg] ¢

* Stalistical Abstract of the United Ste 6

: : ] z [ 7 ites, 1 B:
i i Hai £ y 190 » P K33,

has also begun in the highly developed West European
countries.

The Common Market member-countries, taken in cor-
pore, will scon have food surpluses.

Extent to Which the Common Market Countries
Are Supplied with Domestic Foods?

(per cent)

Fresh \'vgn'z!;\];fl@? e AN Wheat e e L Ly
Paple s o e v e, 1A 2o e g A B e T
EETS AT ARl s e N G T R L  F L T e R (L
Batakosa! . . L5 o b e pay 0 Al oods’ =k iiaie & i o O
T el R SN e 98

The shorlage occurs mainly in those producls which for
climatic reasons cannot be produced in these countries—
citrus fruit, oil-bearing seeds and other tropical produce.

In France, where the share of agriculture in the national
economy is comparatively high, there was alrcady a large
surplus of wheat in 1962: aboul 25-27 million centners of
grain had to be exported. Higher crop yields, at present
averaging 29 ceniners per hectare, are responsible for the
surplus.

The processes at work in French agricullure are similar
to those present in the United States. During lhe past 12
vears the capital investmenls in French agriculture have
doubled. The cow population has grown from 15 million
to 20 million. Labour productivity has grown an average of
7 per cent a year and with every year some 100,000 workers
leave agriculture for the towns.? Those remaining in the
villages are mostly old people. The small peasant is
vanishing and it is even doubtful whether the medium
peasant will manage to survive. In France land is worth
only one-third of what it is worth in neighbouring West
Germany .

These developments in agriculture fully confirm Marx’s
prediction; *. .. the more the capitalist mode of produclion

! The Times, February 3, 1963.
1 According to “Eludes et Conjoncture", Newe Zircher Zeilung,
August 29, 1€

I The Econoinist, September 1, 1962, p. 775,
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develops, the more does the concentration of capilal upon

the same arca of land develop. .. ."!

In the US.A. and France, as distinet from Britain.

capital investments in agriculture are facilitated by the
fact that the land is mainly owned by rich farmers and
peasants, themselves capitalists. Land ownership is no
obstacle to capital investments. Marx wrole: “When the
landlord is himself a capitalist, or the capitalist is himself
a landlord ... for him landed property does not constitute
an obslacle o the investmenl of capital.’”?

Owing to her climate and historical background, Britain
concentrales mainly on animal-products. But in this field,
too, there is overproduction. Britain’s agrarian policy is
in a critical state. The Economist comments: “.. It was
always assumed that if the subsidies were sensibly directed
... these gluts could be avoided.

“Last yeav it was proved that they could not; gluts
appeared even in beef and mutton, and the Exchequer had
to pay out £70 million more a year in defliciency payments
than it had bargained for. This was the Rubicon; it meant
that the million or so farmers and farmworkers of Britain
were now sufficiently efficient to produce a glut in anything
so long as the off-farm prices proffered to them remained
al anything like their present level ”3

Throughout the capilalist countries there is a growing
overproduction of dairy products, In Britain in 1962, large
amounts of skimmed milk were poured down wells and
into rivers and French peasants poured milk out into the
streels to maintain high prices, ete.

This is not a transient state of affairs. According to the
evaluation made jointly by the Economic Commission for
Europe and the Food and Agriculture Organisation Western
Europe imported in 1958 some 97,000 tons of dairy
products (in terms of butter). In 1965 Western Europe will
have an export surplus of 235,000 tons and in 1970—of
424,000 tons.* In a number of developed capitalist countries
there is also a surplus of meat, bacon, cte.

L Karl Marx, Capital, Vol. 111, p. 692,

% Ibid., p. 751,

' The Economist. Oclober 6, 1962, p. 20.

& Neue Zircher Zeitung, December 11, 1962,
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As regards plantation products. the crisis is deepesl in
coffee production. The price of Brazilian .('iIE]t'.[:'_' dn')lg_lp}‘t.i
from 59 dollars a bag in 1957 to 40 dellars in 1962.1 Coffee
stocks now equal world requirements for the next two
years.? The world agreement on coffee did not improve
the situation. ‘ .

Under existing conditions, Brazil, the main producer ol
coffee, has no alternative but to destroy vast numbers of
coffee irees—under a government scheme about 1,000
million cofTee Irees are to be cut dowin.

The price of wheat and other grains lll-n]_)]mi ,-""-ha.:rlflj\"
during the 19th century agrarian crisis. I)uru_n;:l the '2‘{}.[.1'!.
cenlury agrarian ecrisis the governments of the \}'.ts.l
Buropean countries and the U.S.A. made an all-out effort
lo |';r‘e\cnt such a catastrophic 1_1!'i="(_f rlrf_nrx, This was done
by raising customs dutics? eslablishing imporl quotas and
fixing state prices for agricultural products, in fact, in ti_u_B
manner still being practised today. The result ol I!l:‘st:‘
measures is that prices lose touch with the {Jf(!’{'"{f or cost Fr_.af
those commodities—a state of affairs del J:-;,-rmwc'_:'_l_q,r polit-
ical factors. This can be illustrated by the 1962 wheat
prices for Western Europe.

State Wheat Prices?
(£ per ion)

West Germany ‘ France ‘ Britain

T il 2}
37 27 l 2

I Ibid., December 19, 1962.

2 The Times, September 28, 1962, : L \ e

3 Between 1929 and 1934, when the agrarian crisis tlt.‘l'[l['ll‘..‘l[‘ iin'l CI.
the influence of the industrial crisis, customs dulies on wim:lnl \‘\‘ert,
raised: in Germany from 5 marks to 25 marks per. l'un.lm Italy from
11 lira to 75 lira, in France from 35 francs lo blll ll'.‘l‘HL‘.n. e i

4 Data of the International Wheat Council. The Economist, March

51, 1962, p. 1214.
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Neither the value nor the cost of wheat can be higher
in West Germany than in neighbouring France, where the
climatic conditions and soil are no better than in West
Germany, while capital investments in agriculture are
lower. The reasons for the fact that in V\"(:St'_(.'iermzm‘\-' the
price of wheat is 36 per cent higher than in France or
Britain, are purely political. Even in an agrarian country
like Denmark there are minimum state prices on animal
products.

Other agricultural products are also more expensive in
West Germany,

Priees Paid to Producers!
(in 1961-62 in marks per 100 kg)

el Ao e O —
West The |
Germany France Italy Nether Belgium
LT =" | lands
Fodder barley . . 37 I| 25 ‘ 30 29 | 33
Sugar beet . 7 ‘ 5 6 5 |I 5
B e s e, 235 226 ‘ 22 | 187 210
510 SRSt S 35 . (o R« S5 [EEE- 27
Bggs . .....| 306 | 27 314 | 183 227

The price differences amount to as much as 30 per cent.
Little wonder therefore that the German farmers and
government are steadfastly resisting the plan to introduce
equal prices for agricultural products in all Common Market
countries by 1970,

Al present, state prices have also been introduced in
countries exporting agricultural products—in the U.S.A..
Canada, Argentina, etc. In the U.S.A. in 1962 the state
wheat price on the domestic market was $2.34 for 60
British pounds, while the export price was $1.63-1.73.2 In
the Argentine, too, the state fixes prices for wheat, maize,
millet and all oil-bearing crops, and so on

These examples show that at present the movement of
prices gives no indication of the periodicity of agrarian

J_ Neue Ziircher Zeitung, February 16, 1964.

3 Monthly Bulletin of Statistics, June 1963, p. 132,

' Neue Ziircher Zeitung, September 11, 1962,
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crises, or of the course taken by them in general. There
are no longer free world prices for the bulk of agricultural
products.

During the post-war period the formation of prices for
agricultural products was distorted not only by govern-
ment intervention but also by the unequal devaluation of
various world currencies. We are using data only for the
U.S.A., because the gold conlent of the dollar has not
changed (at least officially).

Wholesale Priee Index for Farm Produets in the U.S.A.1
(1947-49=100)

1938 ‘ 1945 ‘ 1948 ‘ 1951 ‘ 1953 ‘ 1957 | 1961+
383 | 7.6 Fdgrs| 1134 97 90.9 87.9
| {max.) |
n i .

The 1945 prices do not take the black market into
accounl; lhe high prices in 1951 are due lo the war in
Korea. Alter 1953 prices dropped litlle and were 150 per
cent higher than in 1938, this in spite of huge overproduc-
tion and the fact that capitalist farm cosls were undoubl-
edly much lower than in 1938.

The table below shows that similar condilions obtained
in West Germany.

Retail Prices for Farm Products?

1938-39 J 1956-57 ' 1959.60
100 ‘ 21 228

IF'rom this we can see that prices more than doubled.

1 Historical Statistics of the United Stales, 2nd Edition, p. 117,
2 Federal Reserve Buliletin, November 1962, p. 1504 (recalculated
by the author from the basis of 1957-54=100).

4 Statistisches Jahrbuch fir die Bundesrepublik Deutschland, 1961,
S. 465.
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|
I
|

(At present the mark is quoted in dollars at the pre-war
rate; in fact even slightly higher.

Y'I'hv relative stability of Lh'i{:{"r; m the U.S.A. and
W estern Furope was achieved partly through the intro
z_lllu.'[mnl of customs tarifls and partly through the very high
expenditures incurred by the various governments in Hl:':‘
attempts t_n maintain agricultural prices at a high level. In
the last fiscal year government spending on agricultural
subsidies amounlted to: : '

!;'I.I'J;y'r"a million dollars in Lhe U.S.A. (1962)

HE.I'E-.J million pounds=1,120 million dollars in Dritain

6,600 million marks=1,650 million dollars in West Germany
(total for federal governmenl and munieipal ad rninislrai,in;'m}

We see thal the West German Government spends no

less money on supporting agriculiural production (in
proportion to its share in lhe economy) than the U.S.A.
. I'be state expenditure is profilable only for capitalist
farmers and rich peasants (in Britain, ultimately. for the
landowners). An official document of the U.S. Scnate slales
that the policy ol maintaining prices has benefited -n'.mi;il\'
two million of the larger highly mechanised farms. Produc
lion in the other 3.5 million farms is so small that the
farmers gain very little from maintaining high prices? In
1955, cotlon producers reccived an avers: ;. 268
subsidies. The largesl cellon prod -
dollars.

3 dollars in
gained 1,292,472

T'he .\‘fr';ilr*';'m'urs enormous expendilure in maintaining
flhf’.\':" r:m;‘n‘{rm’;,r high prices—strictly for polilical and not
for economic reasons. In the highly developed capitalist
countries agriculture’s share in the economv is insignifi
cant, In the U.S.A. in 19613 tolal private incomes from
sources n‘IIu-r than agriculture comprised $399,000 million,
h’(_;ln agriculture—17,000 million dollars. In other words,
private incomes [rom agriculture accounted for only four
per cent of the population’s total private incomes. Out of
this sum one-third is accounted for by state subsidies. A

i I'.I"""““’f Reserve Bulletin, November 1962, p. 1479
e [_-Hi|*'|| states, 83rd Congress, 2 ; ot
Federal Reserve Bulletin, November 1962 p. 1507

Nao, 292,
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similar situation prevails in other highly developed capital-
ist countries (except Canada, and partly France

In Britain particularly. state subsidies account for a large
share of farmers’ incomes. This is explained by the great
political influence exerted by the landowners. The London
Times wrote: “In 1961-62 the sum paid in direct price
support to British farmers represented over hall of their
whole estimated net income for the year. If other forms
of subsidy are included, the total came to 83 per cent.
These are the hard figures which have called in queslion
the present system of agricultural supports and deficiency
payments, first established under the 1947 Aet.t

The political cause underlying such extensive subsidies
is obvious. In the highly developed capitalist countries
where 80 to 95 per cent of the gainfully employed popula-
tion are factory and office workers, ie., a class which
(except for the upper cchelons ol office workers) is not
in the least interested in the continued cxislence of capi-
talism, Lhe well-lo-do peasantry [capitalist farmers) remain
the only large layer of the populalion delending the syslem
of private property, the only ally of the bourgeoisie. It is
for Lhis reason that the governments of the leading capital
ist countries spend huge funds on supporting them.?

The syslem of maintaining agricultural prices with the
help of large government subsidies harms the working class

in three respects:

1. The subsidies paid oul to capitalisl farmers and
peasanls are, to a large extent, derived from the wages ol
workers by means of direct and indirecl taxation.

9 The maintenance of artificially high prices means
that in spite of the overproduction of foodstulls, workers
are compelled to pay high prices for food. Look at the
figures for the U.S.A_, for example:

L The Times, February 27, 1963,

2 The political importance of that problem was clenrly illusirated
during the negotiations on Britain’s entry into the Conmon Market,
British monopoly eapital did not obstruct the enlry, Lut Brilain could
nol come lo terms on agricultural questions, even though agriculture
carries lillle weighl in Britain’s economy, I'he ground renl of the
British lords naturally played an imporlant role in that queslion.
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Consumer Price Indexes for All Foods!

(1947-49=100)

In spite of overproduction, consumer prices are constant-
ly growing and are now double their pre-war level.? To a
great exlent this is due to monopoly practices.

3. The system of subsidising capitalist farmers and
peasants increases mechanisation in agriculture and every
year hundreds of thousands of workers become “SI.II'])ILIH:’:‘
in that branch of the economy and have to seek employ-

menlt in induslry, thereby exerting pressure on the labour
markets.

Lel us now summarise.

L. Agrarian crises are not cyclical, periodically repeating
processes. Induslrial crises in themselves do not pro(lucl'
agrarian crises. The 19th century agrarian crisis lasted
Fhroughnul three industrial cycles. The 20th century agrar-
ian crisis reached its peak after the Second World R\'ar
at a time when there was no world crisis of overproduction.
But, ceteris paribus, industrial crises deepen agrarian crises
and vice versa. v :

2. The 20th century agrarian ecrisis was caused not by
an extensive expansion of sown areas, but by a growth in
crop yields and the productivity of livestock farming owing
to large capital investments in the agriculture “of lI1:
developed capitalist countries and capitalist plantations.

3. In the 1960s, the 20th century agrarian crisis reached
a contradictory stage in its development: the U\‘l.’l'p]‘(l{lu.l'--

’ U Historical Statistics of the United States, 2nd Edition, p. 125.
f:’t'(f('!‘ﬂf Reserve Bulletin, November 1962, p. 1504; May 1963, p. 704

lrl'il:rnlc'.ulrntm[ by Lhe author for 1957-59=100). g -
* In Britain the official retail price index for foods grew from 100

in January 1956 to 1114 in June 1961 (Enite (i
A Jur 961 (LUnited Kingdom A i
Abstract of Statistics, 1961, p. 303). ¢ i
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tion of agricultural products in the highly developed capital-
ist countries co-exists with a shortage of food in the less
developed capitalist countries, which is due to a general
lack of means and the retarding influence of the semi-
feudal agrarian system. The developed capitalist countries
supply the less developed countries with food, and not vice
versa as was the case during the 19th century.!

4. The movement of prices for agricultural commodities
(in countries with a temperale climate) has ceased to be
an indicator of the development of the agrarian ecrisis,
since markel prices are delermined not by competition on
the world markel but by polilically inspired government
subsidies to support a comparatively wide layer of small
capitalists who uphold the capitalist syslem in agriculture.

It follows that the glut of agricultural commodities in
the highly developed capitalist counltries cannot be elimi-
nated, since small capital is trying to find application in
agriculture and will continue to do so; at the same time
there will be an intensification in the policy ol high state
prices serving to support the capitalist layer in agriculture
and in the inevitable polarisalion of society in the advanced
capilalist countries into a handful of monopolists and
an enormous mass ol manual and while-collar workers.

In the highly developed capitalist countries there is room
for a further growth in food consumption since broad
sections of the population still eat unsatisfactorily. But the
average consumption of calories, especially of fats and
meat, is higher than is considered healthy by modern
science.2 The consumption of some foods—fresh vegetables
and fruit—which are of secondary importance to the
agrarian crisis, will continue lo grow,

Theoretically there is the possibility of increasing
agricultural production in the poor, less developed capital-
ist countries, which would make it unnecessary for them

L Brilain is the only highly developed capitalist country which is
still a major food importer.

2 The absolulely reliable statistical data collected by large American
insurance companies, which are interested in extending the lives of
their clients, prove that people above normal weight live an average
five or six years less than people of a normal or slightly sub-normal
weight, The insurance companies periodically send doctors to their
richer clients to persuade them to eat less.
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to import loodstuffs. Bul in practice this is no easy maller:
it would require a radical land reform, a veritable agrarian
revolution, and a major influx of foreign capital for agri
cultural investments.! Obviously, such development would
aggravale the overproduction in the highly developed
capitalist countries.? According to a Ministry of n-\;ri[fnll‘urr
Report, the U.S.A. exported in 1961 one-sixth of its annual
harvest. accounting for 6.000 million dellars. In thal year
the United Slales was the largest exporter of agricultural
commodities in the world., At the same lime agricultural
produce accounls for one-quarter of U.S. exports.®

An analysis of the development of the agrarian ecrisis
since the Second World War confirms the view I expressed
30 years ago, namely, that the 20th cenlury agrarian crisis
is not a periodical and transienl phenomenon, but part of
Lhe general crisis of capitalism.

Crilics of my views relerred to Marx’s remark thal “there
are no permanent crises”, This objection is based on a
primitive logical error. The critics wrongly declared that
agrarian crises repeat periodically in lhe same way as in-
dustrial crises and, in an atlempt to justify themsclves,
(quote Marx’s remark on cyelical crises.

Nobody denies lthe permanent character of the general
crisis of capitalism, which will end only when the capilalist
system as such ceases to exist. Nor does anyone deny Lhe
permanent underemployment of enterprises or the iu_l'rmu-
nent mass unemployment arising from the general crisis
of capilalism. J

What does the constant underemployment of factories
involve? It involves potenlial permanent overproduction in
the industries of the highly developed countries. In agricul-
ture permanent overproduction is a fact, while in indus-
try, with the exception of crisis periods, it is potential
this is the only difference between the two,

The reason for this difference is explained by the
following: i

L The socialist countries are able to redistribule investments and

thus allocate funds for the deyelopment of agriculture when they
consider il necessary.

> : s A

# During the past decade the U.S.A. has been exporting foods almost
l_'\l'_illﬁl'\'t']_‘_\' to the less developed countries. g

4 Neue Ziircher Zeitung, I'ebruary 1, 1963.
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In industry the production period is short and becomes

as a result of techmical advance. (This ex-

even shorter
cludes large building projects: factories, ships, special pur-
pose machine-tools which are built according to order and,
therefore. rarely give rise to overproduction.) This means
that 1}{':::11u‘~iiuzi can be adapted to demand, it can be
decreased by 10, 20 or even 50 per cent. Overproduction
is therefore only potential. At a certain stage in the curtail-
ment of production profit disappears, but even if p]‘:.,'dl_nu
tion ceases completely, the capital invested in the enterprise
remains intacl. ; , i
The produclion period is much longer m crop farming:
for winter crops it lasts almost a year, for spring crops—
up lo six months. It is very difficult to limil |n*ml1.u_‘.\lic'>u,
the only Lhing that can be done is 10 destroy part of ﬂu‘e
crops. In livestock farming the curtailment of production
involves greal losses. You cannol feed cows on hall rations
or milk only half their milk. Besides, the size of the ground
rent is often stipulated in rent agreements and this also
makes it difficult to cut down production. For peasants
who till the land themselves or are helped only by their
families. such a lowering of production would mean that
they could not apply their labour and the farm would run
to rack and ruin. In other words, large indusirial enter-
prises can limit production without great loss, haft to most
agricultural producers a curlailment of prrulm-imnl>_pvﬂx
disasler, This explains why during the general crisis of
capitalism in the industries of the highly developed L'r}pl‘rgI-
ist countries there is permanent potenlial m:-:p:‘:'u!1wi1r}p in
the form of a constant underemployment of enterprises,
while in agriculture there is constant aclual overproduction,
a chronic agrarian crisis. _
The coal industry proves that there can be a !']ll‘.f_)l'l'lC.
crisis even in industry. The causes of this chronic crisis 1n
the coal industry are similar 1o those of the agrarian crisis
in the highly developed capitalist countries. They are— the
improvement of technology through large capital |11\-‘cs‘l.—
ments: the growth in labour productivity; the decrease In
the number of employed workers; the growth of stocks. I'he

only difference is that it is easier to cope with overproduc-
tion in industry by decreasing ouftput, than it is in agri-

cullure.
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cheraI.Statisfics on the U.S.
Bituminous Coal Production?!

Production

Output per
| (million tons) | e L

me

TR e 535 ‘

5.06
1939 . . 295 '] :
L = 395 3.19
l;- ,){] i, o o ‘ 9.84
158 e 412 12,22

The above table shows that belween 1929 and 1959 the
output ol coal dropped by 21 per cent, while coal stocks
doubled; and the number of workers ﬂecreased by two-
thirds, the oulput per shift grew by 140 per cent. Al
the same time the price of coal rose from 4188 per ion in
1936-40 to $4.73 in 1960.3 J
‘An identical process is al work in lhe British, West
(r<:1‘;'na_|1 and Belgian coal industrics. A similar chronie
crisis 1s expecled to develop in iron and steel, the motor
industry, etc. '

IT_iw‘dm(‘lupmc-nt therefore resembles that of the agrarian
crisis in the highly developed capitalist munlrins,:r<xcept
thai'umpul does not grow, as in agriculture, but decreases.

We must not approach the chronic nature of the agrarian
or coal industry crises dogmatically. A chronic crisis does
not exclude improvements over short periods. “Chronic”
|mp_l]e.~a that there can be no improvement over !;.t’m;"f
period of lime, that the crisis cannot be overcome wr’!h:‘ﬁ
the framework of capitalism.

It is interesting to note that L. I. Lyuboshits, even though
he theoretically denies the chronic nature of the 2{}7I1
century agrarian crisis, remains unbiased and disagrees

1-‘ r'h'sf?rif‘.r.-!_.\.'m!fs!ic‘:: of the United States, 9nd Tdition p. 356 et
passim; Stalistical Abstract of the United States, 1961, p. 725,

We are excluding the war years so as not to distort the picture
(ni ]thtl- m;;m r.‘.Ul‘I]I‘ﬁ(.‘ _:El' development, and for the sake of simplicity
Xclude also anthracite, since it acc ] » r six pe ont of
o o) e cile, since It accounis for only six per cent of
'I—’! }\'Jfge;fst‘:'t‘ﬂjl ;:bsf."r!(.‘f of the United Siates, 1961, p. 725.
* Ibid., p. 713.
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with the view often expressed by Soviet economists that the
agrarian crisis was overcome in 1929. Aclually the erisis
continued, and later, during the Second World War, be-
came deeper than it had been before the war.

L. A. Mendelson correctly separales temporary eritical
phenomena arising in agriculture under the influence of
industrial crises from independent enduring agrarian crises.!
But his analysis is abstract and Lheorelical, lacks a
concrele hislorical approach and contains litlle facls and
figures. Nor does his analysis cover Lhe modern agrarian
crisis.

I.. A. Mendelson speaks in detail about lhe price drop.
“Agrarian crises ... are expressed primarily through a long-
lerm drop in prices,’? he says. But at present there is no
price drop? in the countries which overproduce agricultural
commoditlies since all prices are lixed by the government.
All the author’s arguments about the influence of price
drops on production, on Lhe non-ulilisalion of inlerior
lands, on renl decreascs, on ways to overcome the agrarian
crisis, are therefore pointless,

L. A. Mendelson makes these mislakes because in his
works economics have lost touch with politics. ITe does not
take into account that in conditions of an acule slruggle
belween the two systems the big bourgeoisie in the devel-
oped capilalist countries cannot iolerate a sharp drop in
the price of agricultural commodities because this would
ruin the only wide layer still supporting capitalism, namely

! Mirovaga ekonomika i mezhdunarodnige otnosheniga (World
Economy and International Relati , Russ. ed,, 1958, No. 7, p. 45.

? This was correct before the Second World War, Between 1929
and 1933 the price index for agricultural products fell: in the U.S.A,
from 138 to 63 (1909-14=100), in Germany from 137 lo 93 (1913=
100). But this drop was due primarily fo the exceplionally deep
industrial erisis of 1929-33.

3 In the U.SA., the centre of agrarian overproduction, the index
for all agricultural produce was (1910-14=100):

1051
1946 ‘ maximum ‘ 1057
236 | 02 | 295

(Historical Statistics of the United States, 2nd FEdilion, p. 283.) The
price advance in 1951 was due lo the war in Korea,
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| the well-to-do farmers, and leave agriculture with only a

| narrow layer of large capitalist producers. Mendelson did

| not realise the dual character of the modern world agrar-
| i

ian crisis, namely, the overproduction of agricultural com
modities in the highly developed capitalist countries on the
| one hand, and the hunger in the less developed couniries
| on the other; he also did not recognise one of the
mosl important manifestations of the split in the modern
capitalist world—the division of countries into rich and
poor.

In modern conditions lhere is also no point in arguing
about the role of fixed rent in prolonging agrarian erises.
Even though stable prices tend to stabilise and raise the
ground renl, the share of all rents (rent per se, indebled
ness on morlgages) in the total expenditure of agricullural
producers falls as agriculture intensifies.

Bourgeois slaltislics do not enable us to compule Lhe nel
around rent, but the following figures do give us a rough
picture': .

Agricultural Income and Expenditure in

Gross

Income?

Thousand million |
dollars |

1,500 4,719

| I
38 16 1,548 640 | 1.031 |

The table shows that fixed expendilure-—laxes, interest
on morlgages and rent—accounted for 4,700 million dol
lars in 1960, i.e., lor less than one-third of the total expend-
iture of U.S. farmers, Obviously this fixed expenditure can
nol play a major role in protracting the agrarian crisis,

I Statistical Abstract of the United States, 1961, p. 629.
2 Inecluding stale subventions (over 3,000 million dollars).

» United States .-lg,rr."r-u!'furr:f Statistics, 1960, P- 492,
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the more so since one-third of it is redistributed between
these same farmers. Naturally, for many poor farmers this
fixed expenditure can become ruinous. But it is unim-
portant as far as the agrarian crisis is concerned.
Lyuboshits writes: “The agrarian crisis ... should be
analysed on the basis of the general crisis ol capitalism,

but not as one of its component parts. ..."! This statement
is of little help in understanding the essence of the modern
agrarian crisis, since all economic and polilical processes
unfolding in our time musl be analysed on the basis of the
general erisis of capilalism. It is not a question of whether
we should consider agrarian crises as a “part” or on the
“hasis” of the general crisis of capilalism. The question
is whether the agrarian crisis as we see it today is
cyclic and transient or, as we believe, a non-cyclic and
permanent process (ceasing only wilh the downfall of
capitalism) 2

We must also avoid a dogmatic approach lo this ques-
tion. Just as there is no “pure” mode of production, no
“pure” imperialism, there is no “pure” agrarian crisis in
lhe sense that all branches of agriculture in all countries
are never simultaneously in the throes of an acule crisis
of overproduction. Long world wars put a temporary halt
to agrarian crises of overproduclion. The harvesl failures
of specific crops on large territories can also temporarily
miligate it. (Thus, for example, the large wheat purchases
on the capitalist market by China in 1961-62 and the So-
viel Union in 1963 decreased the glut. But this is a tran-
sient phenomenon, the result of a bad harvest, and does not
affect the chronic character of the overproduction of wheat
and of the agrarian crisis in general.) A change in agrarian
policy can exert a certain ellect on the course of agrarian
crises. That is why the agrarian crisis for some products

I L. I. Lyuboshits, Voprosy marksistsko-leninskol teorii agrarnykh
krizisor (Marxisl-Leninist Theoretical Problems of Agrarian Crises),
duss, ed., p. 228,

? Lyuboshits, a conscienlious researcher, speaks of a “mitigation” of
the agrarian crisis (between 1924 and 1926 and befween 1935 and

37) and not of its end (p. 327) but of its renewed intensification in
(p- 329).

283



in some countries becomes increasingly acute at one time
and hardly noliceable at another! But these fluctuations
do not alter the fact that the overproduction of agricultural
commodities will intensify in the major capitalist countries,
the concentration of production and land in the hands of
capilalist farmers and the ruin of the working peasantry?
will conlinue and monopoly oppression grow. Al the same
time the underproduction of agricultural commodities in
the less developed capitalist countries will apparently con-
tinue unlil the overthrow of capitalism as a whole.?

The agrarian overproduclion in the highly developed cap-
italist counlries and the shortage of food in the less devel-
oped countries intensify because of the different population
growlh rates in Lhese two groups of countries.

Population in the Five Prineipal Highly Developed
Capitalist Countrics—the U.S.A., Britain, France,
West Germany and Italy

(million people)*

1953 Increment
Jol 392 | 42

1 As we understand it, the new Programme of the C.P.S.U. speaks
of agrarian crises in this sense, and not of their cyclic nature.

¢ Beginning with 1955, in spite of the rapid growlh of agricultural
oulput in Irance, some 100,000 people left the couniryside yearly.
According to the 1955 census 380,000 peasanls owned plots of an area
below two heclares. Two-thirds of all peasant households were worked
by people above the age of 55. Young people left to work in industry
(The Economist, Seplember 1, 1962, p. 775).

9 The interpretation of the agrarian crisis in the Textbook of
Political Economy edited by N. A. Tsagolov, published in 1963 has the
same shortcomings as the writings of L. A. Mendelson—it ignores the
radical contradiction between the overproduction in the rich countries
and the chronic food shortage in the less developed countries, i.e., the
most important and insuperable obstacle of the modern agrarian crisis
(see Textbook of Political Economy, Russ. ed., p. 508-10),

& Statistical Yearbook of the United Nations, 1957, p. 23 el passim;
Monthly Bulletin of Statistics, January 1964, p. 1 et passim.
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Population in the Five Prineipal Less _l)v\'clog(-d
Countries —India, Pakistan, Indonesia, Brazil, Mexico
(million people)*

{962 \ Inerement

o
[t

-

616 ‘ 760 ‘ |/

For ten years the percentage increment of the popula-
tion comprised: in the highly developed countries—12, in
the less developed countries—22! The growth in agricultural
production in the laiter hardly keeps pace with the popu-
lalion growth rate.

L Ibid.



THEORETICAL PROBLEMS
OF TIHE COMMON MARKET ECONOMY

The Common Market and the plan ol capilalist integra
tion is the handiwork of lhe giant West European monopo-
lies. Their aims arc many and varied. By expanding thcir
murket, they want o raise sales and profils al the expense
of weaker compelilors and to consolidate the forces ol cap
italism in Lhe slruggle against the socialist system and the
working class of the member-countries. They arc also mak
ing cfforts lo perpeluale and .\'ir(-u;_-:i}u-u‘ lhe economic
exploilation of the former African colonies through various
forms of nco-colonialism, and to unite the forces of West
ILuropean monopoly capital againsl lhe economic supremacy
of the United States. Monopoly capilal uses slale [.JIZR\'E']‘ to
solve these tasks. The Common Market and the attempts to
integrate Western Europe, as we remarked above, are but a
new slage in the development of state-monopoly capitalism.

It goes without saying that all the contradictions of cap
italism are preserved within the framework of the Common
Market—direcet tendencies clash with counter-tendencies,
for every participant in the Common Markel defends not
only the general interests of monopoly capital but also his
own particular interests, evervone holds different views
on the course further integration should take, ete.

A concise but filting description of this divergence was
given by G. Dell, an economist with the U.N., who said that
the champion of free trade dreamed of abolishing barriers
to foreign trade, The prolectionist hoped that Weslern
Europe would be walled in by new customs barriers. The
Right wing wanted to ensure the business interests and to
resist the demands for wage inereases more effectively. The
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Left wing dreamed of the international alliance of w orkers

and the approach of the ideal of universal fraternity. The
federalists hoped for a supranalional power and the gradual
setling up of a federal government. The confederationists
saw the prospects of a “Europe of Slales”—a Europe of
national states. The “Europeists” dreamed ol an emergence
of the European spirit and self-consciousness. The cham-
pions of the Atlantic Alliance believed that there would be
a far wider union.

Obviously, all these hopes cannot be realised at once.

The whole range of problems connected wilh the Com
mon Market and West European integralion has been
investigated by the Institute of World Economy and Inter-
national Affairs of the U.S.S.R. Academy of Sciences and
has been thoroughly discussed at the International Conler-
ence of Marxsist theoreticians, held between August 27 and
Seplember 3, 1962 in Moscow.!

We shall examine only one question: is the Common
Markel able to cxpand the West Luropean capilalist mar-
kel at all, or to any considerable cxlent, over and above the
expansion broughi about in all capitalist countries as a
result of population growth and technical developmenl?

‘I'he advocates of the Common Market claim thal it opens
up a new era of economic advance lor capilalism in Western
Europe. They believe that a common market embracing the
West European countries with a population equal to Lhat
of the United States, will aulomatically raise Weslern
Europe to the level of the U.S., both economically and
politically. The theoretical basis for this assertion is that
the volume of the domestic market and cconomic power
are dependent on the population ol the countries joining
the market.

Lel us quote a few facls lo proye [hat this view is entirely
unfounded. India has twice as large a population as the
United States but the volume of her domestic market and
her economic power are incomparably smaller. In 1959
India’s national income was evaluated at 128,000 million
rupees (27,000 million dollars).* The U.S. nalional income

| See Problems of Modern Capitalism and the Waorking Class,
Peace and Socialism Publishers, Prague, 1963.

2 Monthly Bulletin of Statistics, May 1062, pp. 150, 151
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for that year was 397,000 million dollars, or 15 times as
high. The relation between the volumes of the domestic
markets of those countries is approximately equal to the
above.

It is common knowledge that evaluations of the national
income level are exiremely inaccurate. But the enormous
difference makes these inaccuracies unimportant. One
might argue that it is wrong to compare developing India
with the U.S.A., one of the most developed capitalist coun-
tries. Like the U.S.A., the Common Market countries have
already reached a high level of development. In one sense
this is (rue, and yet, in others, completely false. As com-
pared with the less developed Asian, African and Latin
American countries the Common Market countries are
highly developed, but as compared with the United States
they arc relatively backward.! In the Common Market
countries labour productivity is %5 to ‘2 and the per
capita national income Y2 of that in the U.S.A. Their
domestic markets lag behind the U.S.A. in approximately
the same proportion.

The advantages of the US.A. in the development of
labour produclivily are in part explainable by the historical
factors described in Lenin’s works. These {actors may vary.
But there are also factors of a permanent nature which
cannot be eliminated by the creation of a Common Market,
The U.S.A. has a better climate, is far richer in natural re-
sources and has greater stocks of minerals (oil, coal, cop-
per and other non-ferrous metals). In addition the agricul-
tural area of the U.S.A. is four limes the size of all the
West European Common Market countries taken together.

Owing to the uneven development of capitalism, the
economic supremacy of the U.S.A. over Western Europe has
decreased substantially in comparison with the years im-
mediately following the Second World War, Even s0, the
difference is still considerable. The association of a number
of West European countries into a eommon market can-
not remoye the natural and historical reasons responsible
for this supremacy (the enormous national wealth, technical
equipment, ete.).

L If we base the comparison on the labour produclivity level, which

Lenin considered decisive for delermining the degree lo which a social
systetn is progressive.
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. T e T | - toy 1 I';I_‘ I]l‘”[llll"
I'he population figure 1s also unable to determine |

au

tion growth rates. Let us take Japan, for example. As a

= ! t » . 3 [ « l- 1O
result of the Second World War the counlry lost 2 large
share of its pre-war ‘“‘domestic” market ol more than a

100 million people, more than live in Japan 11__.|-|l. Yel ttlli?x{
production growth rate in Japan between 1951 and 196
was higher than in any other capitalist country.

Industrial Production Index
(1953=100)

‘ 1951 |‘ 1961 |‘ \ 1951 | 1961

. ot | |
— — e —| -_.I_ |

. ; =

Japam o ‘ T4 i | Fralae s s w ‘ Ell_? ‘ Aﬂ[!
Wesl Germany . .| 85 191 ‘ Britaiy . . .« . ‘ 97 | 8

S : 184 J.8 : 80 |
France . . . . - . ‘ 99 184 !| US.A. | |

|

In spite of the loss of most of her ma E'kl‘l._‘ Ij;al_:;m n?:umiufl
to increase her industrial production by 300 per cent. Jl.i
tween 1951 and 1961. During the samd .;u-mjd_thv [!i']._iltlll?;!l
West European countries raised Lheir ]:.I,I.].Hm‘““ !_!.t{t.lilll ;‘\‘
about 100 per cent. the U.S.A. by _mn,l_\ 33 per cent, u‘i 1:
agricultural field Japan succeeded in harvesting an .&,“.,t'l,“:.‘.k
of 48.6 centners of rice per hectare on an area ol 3.3 1111.1-
lion hectares. as compared with 39 cenlners betore the
Second World War. g .

Thus. the contention that the merging of a HllI‘Ili}‘l..ll n‘
\West European countries ‘il'lizl a .am.;;lr. 111;;14\'\.‘_[‘ ,“.I[ 1‘ a
population as large as the U.S.A. will, II]]ii‘Illll'v.\. Iumulnlile_
cally equalise” Weslern Europe and the U.S.A., is complete

' scientilic.

: lutnii“ll(l [;)lll'(_)pnnents of the Common Market l;l]!F}I‘l):lt"J.ll.llli{:
analysis of Lhe problem scientifically, they .‘Hllll'.llll. b Id )11.
to eipluiu how the merger of a number ol I'.m'u.|,ftuml l.'U;I(I}()
tries into a single market can t»_,\|_;:|ml Lhal m:nlw.l' ;I\‘ t
to 200 per cent. This they have failed to do. Lel _u..w ‘-11 ili n{]rr,;
to make a theoretical analysis of the cconomie < .1:“1,.__,(..5
that would result from a complele cconomic inlegration
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of Western Europe.! Can it improve the economic position
of the countries in the Common Market? Marxists should
formulate the question as follows: can such an association
lead to a constunt, or enduring non-cyelic expansion of the
population’s consumplion capacity? Thus it is more a
question ol an expansion of the demand for Department 11
(consumer) goods than that of an expansion of the markel
as such. An expansion of the market for Department I
goods cannol ensure an enduring upswing of production
as a whole. If the demand for goods produced by Depart-
ment II is not high enough, the production of Department
I goods is bound to decrease. Only adherents of Tugan
Baranovsky's theory can believe that a conslant expansion
of fixed capital can ensure a steady crisis-free upswing of
capilalist produclion,

It is common knowledge Lhal capitalist reproduction fol-
lows a cyelic course. During the revival and boom phases
the lixed capital expands (new factories are built, new
equipment replaces old) and the market for producer goods
widens. This in turn temporarily expands the market for
consumer goods, since more workers are drawn into pro
duclion, the wage fund increases, and the demand for con-
sumer goods grows. Bul we are not interested in Lhis cycli
cal and transient expansion of the capitalist market. Our
aim is to discover whether a merger of the domestic markets
of a number of countries can gencrate a steady high demand
for consumer goods. We shall attempt to study this problem
in a pure form, excluding from our analysis all secondary
and irrelevanl issues. We shall therefore adopt the method
of scientific abstraction and analyse the following:

1. The consequences resulling from the union of two
highly developed imperialist countries.

2. The consequences resulting from the union of a highly
developed and a less developed country.

We shall proceed from the assumption that this union
will take place not over a decade, as is planned in the case
ol the Common Market, but immediately, without any lran-

L This assumption is naturally unrealisiic. The Common Markel is
by no means a full economic union and il is even doubtful whether
such a union will ever be achieved. But for the sake of an abstract
analysis, we can make this assumption.
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sition period.! We shall further assume thal u.‘mn_pl.rlv
cconomic union has already been effecled and that the
united countries enjoy absolutely equal conditions as
regards compelition. These conditions presuppose the
abolition of customs tariffs between them, a complete free-
dom of movement for all commodities, capital :““l. I;al:o}lr
force; full equality in taxes, social security, economic legis-
lation, etc.; the abolition or equalisation of all state eco-
nomic measures—subsidies, export credit guaranlees, efc.

Proceeding from the above assumplion, \\'Im[‘ will be the
economic consequences of the union of two I_n;ihly |1(.-_vel«
oped capitalist countries? It can be said with certainly
that the changes will be insignificant because there will
be no change in the operation of the objective ecconomic laws
of capitalism (imperialism). ‘ :

Therefore, no constant or even protracted expansion ol
the market for consumer goods should be expected. al least
nol in excess of that usual for more or less enduring periods.
I'here will also be no enduring rise in the production level
of the united countries. This, however, does not mean that
there will be no changes at all, but that these changes will
lead to the strengthening of some tendencies and the weak-
ening of others. s

The monopolies will continue to remain the decisive
factor in economic development but their eflect on thal
development will be a contradictory one. The largest monop-
olies in the various industries of both countries will at-
tempt to corner lhe newly acquired I_n;n‘lwl for their own
goods. With this aim in view they \yIJII i‘XlI:lIl(l_|J!‘l}{llf(?ll‘{lll‘
capacities and invest more capital, thereby intensilying

L In the presence of a transition period of ten years, it is difficult
to delermine what is a consequence of the union and what is brought
about by other factors, such as the cyclical developmenl of reprodue-
tion, a stock exchange erash, political events, efc. 'I'I;.I- l,r.umm.|l1 |\"I:|I'li(.=t
is given credit for the production growth in Wesl Germany In n_:[.:um
years. But opponents of the Common Market could equally ;_lLImIthI_(:
to it the deterioration of West Germany’s economic posilion in lJ.h_’.

% The length of the period during which considerable new capital
investmenls will be made and their size will depend I.-l_ll other con-
ditions being equal) on the phase of the cycle during which the union
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the competitive struggle. In fact, the development will r¢
semble thal characteristic of revival and boom phases: the
market capacity for goods of Departments I and IT will
temporarily expand. But the very same processes respon
sible for the expansion will ultimately create the prerequi-
siles for a crisis of overproduction and lead to a shrinking
of the market. Other monopolies will abstain from open
compelilive struggle. They will create cartels and trusts
on the basis of the coalescence of capital and the economic
links that existed between them prior to the union of the
two countries, and this will consolidate the might of the
monopolies.

The intensification of the competitive struggle in the
united countries will bring certain structural changes. These
in turn will affect primarily the weaker branches of the
cconomy and individual enlerprises, which, for hislorical
reasons or due to an unsueccessful economico-geographic
localion, are producing commodities at a cost exceeding
world market prices. These branches and enlerprises
would exist only with the help of high proleclive customs
larill's. Any “common markel” merger will abolish this pro
tection. Rival enterprises producing goods of the same qual
ity al a lower cost will then push aside and ruin their
weaker competitors, [orcing them to close down their fac
tories and sell out for a song. The centralisation of capital
will thus intensily.

The merger will also bring changes in the geographic
distribution of faclories. One of the consequences of the
union (granted completely Iree competition) will be the
gradual concentralion of production in the most profitable
locations, i.e., in places where production outlay is lowest.
This process will take a long time, since the transfer of
factories (if the share of fixed capital is high, and large
sums have been spent on buildings, underground instal
lations, access roads and on bulky and complicated machin
ery) usually involves greal losses, and is therefore un-
profitable. Bul new factories will gradually be built in the
is effected. I it coincides wilh the boom phase, the shortage of mate-
rial and manpower resources will hamper the investment of large
sums. If it is eflfected in the crisis phase, the capitalists will be in no

hurry to invest new capital. The most profitable time for new capital
imvestments is the revival phase.
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most suitable places. Enterprises less profitably im'nilml \\'IH}
slowlv be forced to close down! and production will shift
to more profitable areas. _ _

[low will these changes affect the domeslic markel?
Social labour produetivity will grow: the socially necessary
labour time embodied in a commodity unit will decrease,
and. all other conditions being equal, less workers will be
needed to produce the same amount of %jimnl.\.._'l\hi.\. \\'il!
result in a decrease of total wages, even il the size of real
wages of every individual worker remains unchanged, a_n(l
will flatten the market for commodities produced by De-
partment 1I. The result will therefore be f.Ii:l}lll_‘.l’l'il'_f.l“}-" op-
posed to that predicted by the advocates of the Common
Market. : .

The outcome will depend greally on the gains r'n:;nc‘le in
the class struggle, The most pressing t|ul‘}.|illr[1 in all highly
developed capitalist couniries al present is who Hhouh]‘
reap the fruits of technological progress and the }Jl‘i.'..'“-"[!l of
labour productivity and how these fruits should be divided
between capital and labour. This problem \§'|Il be none the
less acule after the merger of the wo highly developed
countries. The market capacily will depend on how llln.x'
question is solved. Factory and r:_!'lic'v workers comprise
the bulk of the population in the highly developed capilal
ist countries and the size of their wages decides the market
for consumer goods, and thus the market capacity n
general. :

In recenl vears capitalist economisls in a number ol
countries, and especially in the U.S.A., have {h-:-Il.-n‘vd that
the national income as a whole should be considered the
vardstick of a country’s economic progress, They <-011'q';[_v1v-
ly ignore the importance of the distribution of I!u_-_u;'lll(m-
al income and even demand that the share received by
capital be increased because, they asserl, only a l'.l|,1.‘l.'i|:-11]ll
agrowth of investments can ensure the steady expansion of
‘I;l'f_lt.|li('.l'1{'}ll and wider employment, save the :-nlpilul1.-:[‘\\'0'|:l(_i
from crises of overproduction and ensure viclory in ithc
competition with the socialist countries.

oht aboul not only by their
wetors, such as the obsoles-

L The re of factories may be brou
unfavourable location, but also by other

cence of equipment, financial machinalions, ete.




Fheir arguments hold no water. The market capacily
ji: pends largely on .Thw distribution of the national income
elween Lhe capitalists and lhe workers, because the latter

generally spend their total earnings on the purchase of
consumer articles; their savings (life in.\'umm-'v and \"}.\'1'[]"'-
aceounl fil‘].l(rhn.\.f' form only a small part of Hn--i:' Ii;u‘:-n.-l\:
Hl}f! are ultimately also spent on articles of consumption
Wilh the spread of the hire-purchase system for :-on;unu-l:
fh.u';ninl.r-.x' (cars, TV sets, housing, ele.) they are t“-\'l'l'll buy-
ing things on account of future r_:at‘n"inqs.' The (*.' }lil"lliﬁf\u
on the other hand, do not spend a l:iil1‘9;v. .‘}:h(;li't: “r'”".élf
income on articles of consumplion, l)l.li‘..a(':('i_lll'}ll.ll'iit—" their
profits. The higher their income, the larger 111(‘(<;1\=i|1-f'l
which can ullimaltely be spent on means t']lpp.l'f_)dll(.'.[il.(:ll. 1f1:|
as the market capacily in the final analysis depends “]-] the
n_mrlu_'l-. for consumer goods, so the distribution ;;).l'l lhe na
tional income excreises a substantial effect on the de:l-
opment ol capitalist reproduction. ol |
' (n’llllhi.'lllT_ {_"K{J:lilhim'l of fixed capital without a correspond
ing increase in the demand for consumer goods cannot pro-
duce a stable prosperity, as is affirmed by the \\:}."fllit'“wl.ili'll
ol the monopolics, but only constant und;\rvmplm-.mfnr of
{'IH({‘I‘]I.!‘IM’.\-. chronic mass unemployment anﬂ an aggrava
tion of the market problem. Neither conlinuous I'-‘l‘l:’: l“'l‘i
ital investments, nor a dearth of them '\\'I:if-h”.\\r‘mll‘fi ]E."iil
to stagnalion) can ensure the permanent welfare of ca ?i[:ll
ism. This is even more true in the present epoch u]r l‘]u-
general crisis of capitalism than it was when Karl Marx dis
L“f\'rr!'_fl and formulaled the laws governing .”h" Il‘l!;\l'l”l'li.[
of 'r.":1|>|[:||is<l sociely towards its inevitable d(':}l'ﬂ : |
_ I'hus, ll'n- amalgamation of two highly l'](‘..\'f‘il"li'lt‘la capital
ist countries is able to give an inlpiatﬁs to Hi.{a.i<-111]nl=|~;|'\'
expansion of production, the resultant changes will nw(.‘n;
ble lhf' revival phase of the eycle. But it -annol ("IHII‘J‘I(' an
enduring expansion of the market (':-]I)é-l(‘“\".il.] i.lul- 'llll:al
5{:1}11“\11-:! countries, nor can il improve lltue‘.i1‘”0.(1011(nmirr mlw".
lion l(llj any lenglh of time. On the contrary, the ill[(‘].l‘-:lfﬁ.l‘:i
competitive struggle, the ousting of weaker c-.mn]:vl.ilurs
Ihlt_" More }';l[:ill centralisation (}l‘.fapiliﬂi, the ('UIN'PI]!I"I“UII;
of industrial production in the most favourable !-(}.i"'llil;ll.'-i
:n]{ lend to decrease labour requirements and I‘r-alc \\“ulfm
with a resulting drop in the demand for c'.'!.')ll.‘}lli;n']‘ ‘.:'l'l:r‘(l';
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and hence an aggravation of the market problem. Whether
this tendency will gain the upper hand depends on the
progress of the class struggle. an analysis of which is beyond
the scope of this essay.!

A. G. Mileikovsky doubts the correciness of our views.?
That is his privilege. But he attempts to refute them with
faulty arguments.

Our abstract theoretical arguments could be refuled:
a) if it were shown that they contradict Marxism-Leninism
or are based on a faulty premise; b) if an invesligation
based on Marxist methodology uncovered an economic
mechanism by means of which a merger of the markets of
two or more highly developed capitalist countries could
lead to an enduring expansion of the ma rket (longer than
is usual for capitalism). Mileikovsky chose a different
approach. He atlempted to contradict this theoretical dis-
course by referring to the practical historical example
furnished by the advance ol German capilalism after the
merger of industrialised Alsace-Lorraine wilh the highly
developed Rubr region. We would have no objections if
the concrete historical condilions prevailing in (rermany at
that time corresponded to the conditions postulated in our
abstract theoretical discourse his example claims to relute.
However they do not.

In Germany in 1871 there was no union of Lwo highly
developed regions, but a union of lhese regions with other,

| The reactionary lrade union funclionaries of the Western coun-
tries invariably stress their hostility towards communism and their
loyalty to capitalism. George Meany, head of the AFL-CIO, for
example, is the most rabid maligner of socialism and calls ceaselessly
for a crusade against the socialist countries. He, and other trade union
functionaries of his ilk, do not or will not see that the trade unions
in capitalist countries have gained some measure of success not only
because of the intensification of the working class movement and
the increasing determination of the workers to stand up for their
interests, but also because of the existence of the socialist communily.
It is this fear of socialism, this fear that communist ideas may gain
a flemer hold on the minds of workers, thal sometimes made U.S.
statesmen—the Republican Nixon and the Demoerat Kennedy—inter-
vene in labour conflicts in the interests of capitalism as a whole and
contain, at least to a certain extent, the more militant monopolies.
The socialist world is a staunch defender of the inlerests of the
working people in capitalist coun tries.

2 Problemy sovremennogo. kapitalizima i rabochy klass, p. 155.
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much larger parts ol Germany which were far less devel
oped (Bavaria. [Zast Prussia, etc.), where the bulk of the
peasants conducted subsistence farming. Marx, an eye-
wilness, wrole of Germany at that time: “We, like all
!.h“ rest of Conlinental Weslern Europe, suffer not only
from the development of capitalist production, but also
from the incompleteness of that development.

I'he expansion of the market in Germany, after all regions
had been merged into a single economic territory, ‘:Tmml
be 11“,'{-:] to refule our theory because the concrete historical
relations oblaining at that time in no way correspond with
our contenlions, ;

* & £

_l'hr--. siluation will be entirely different in lhe case of a
union ol a highly developed with a less developed t'_‘.(.J.L!ll.[r\'.
Under certain condilions such a union will facilitate a tem
porary, lhough relatively protracted, expansion of .
capitalist market. ek

By "!Irw.«- developed™ we mean a country in which a high
proportion ol the population is ¢ngaged in agriculture :-:rui
in which the productive forces are at a low level of devel-
opment. the national income is low and the p(!-puhlii:m
lives in poverty The volume of domestic trade in such
countries is insignificant since the marketable percenlage
ol the total output is low. The peasants are mainly i"tl""i“:ti
in subsistence farming. : e,

Lhe

I'his lasl poinl is of overriding importance as regards
the possibility of exlending the market. Karl :\I:u‘\
:_1:"1nunw]rnlmi that the historical basis for the (rrmliﬁn of
|I}ll' capitalist market is the transformation of producers
for their own needs into commeodity producers and consum
ers. In his Development of Capitalism in Russia, Lenin

! Karl Marx, Capital, Vol 1, p. 9,

i I‘Iill'w', of course, does not mean that there are no rich in those
counlries. In poor countries like Iran, Turkey, Pakistan, Brazil, etc
_l!u»t‘v are huge feudal possessions, In the less (i[“.vcloped cr;m.ruiit;c‘rlu-|':-:
is also large capital, often amassed through plain robbery. The (:hi-mz'.
Kai-shek clique’s “burcaucratic capital” in Kuomintang ('.I\i1-1lf1 .1'.'.‘r
example, and wealth of Latin American dictators, carefully salted
\‘»,“\H in foreign bank deposils, ete,, were gained in precisely thal
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analysed lhe process of the creation of the capitalist market
by the transition from subsistence farming to commodity
production. He also explained the stratification of the
peasantry in connection with this transition, their division
into rural capitalists (kulaks) on the one hand, and farm-
hands, who are compelled to sell their labour power, on
the other. On the basis of Lenin’s analysis it is clear that
the union of a highly developed and a less developed
country will accelerale the formalion of a capitalist
markel in the latter in precisely that way.

The abolition of such obslacles as cusloms tarifl's, the
shortage of foreign currency, etc., will resull in a wvast
influx of industrial commodities from the highly developed
to the less developed country. These commodities will do
away with many ol the products previously produced by
peasants. At the same time capitalists will buy more of
other peasant-produced commodilies. Capital investments
will be encouraged by the fact that profits will remain
in the country, there will be less danger of nalionalisalion,
and so on. The development of capitalist industry will also
be accelerated by lhe disintegralion of the peasaniry and
rian overpopulalion, which will create

the growth of agra
an abundant and cheap labour force, as yet nol organised
inlo trade unions or badly organised.

Thus there will be a prolonged expansion of the capital-
ist market in both parts of the merger. But the process will
nol be continuous. It will stop as soon as all subsistence
producers become commodity producers.

Not every union of a highly developed wilh an agrarian
country expands the market. Let us presume that New
Zealand enlers into a union with some highly developed
industrial country. New Zealand has an advanced, purely
capitalist agriculture! producing commodilies for the
capitalist world market. In spite of ils agrarian economy.
New Zealand is very rich. Her per capita national income
(about 1,200 dollars a year) exceeds that of the highly
developed West European industrial countries. Quite
obviously a union of New Zealand with a highly developed

{ {n 1960 farm produce accounted for 95 per cenl of New Zealand's
exports. Wool, meat, butter and cheese accounted for 85 per cent of

her exporls.
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industrial country would not expand her market. The only
resull would be that the industrial country merging with
New Zealand would seize most of the market for industrial
goods, which would bring a redistribution of the positions
already existing on the capitalist market, but no actual
€Xpansion.

The scale by which the market of the new union will
expand depends also on the area and population of the
merging countries. If, for example, a highly industrialised
country with a population of say 50 million unites with a
less developed couniry with a population of only 5 million,
the market in the small country may rapidly expand. For
the union as a whole, however, this expansion will be of no
conseguence.

IFollowing this linc of reasoning it is easy to predict that
no great cxpansion in the size of the markel is to be ex-
pecled from an “association” of the Common Market with
former colonies which have recently gained political
sovercignty but are still cconomically dependent on their
former metropolitan countries. The population of the Six
is over 170 million, that of the “associated” African coun-
tries-—about 70 million.! Besides, the per capila market
capacily is much grealer in the E.E.C. counlries than in
Africa, This can be seen from a comparison of the national
incomes of the Common Market and the “associated”
countries. The tolal national income of the Six is evaluated
al 44,500 million pounds sterling.? We do not know the
exact size of the nalional income of the African countries
joining the Common Market, but by analogy with other
less developed countries, their national income will hardly
exceed 20 to 25 pounds sterling per capita a vear, i.e., nol
more than 2,000 million pounds slerling a year. It should
be emphasised thal market capacity and the national
income do nol correspond.? However, the size of the nation
al income does give a rough indication of the market

L Dentsches H'f':'.".\-rhrr,‘f.\'r'.ri.\'ffim., Bericht N, 13, 1963, S, 238,

2 Barclay's Bank Letter, March 16, 19562, pil.

4 The markel capacity is greater than the national income because
commaodilics are resold. In the U.S.A. in 1961, sales (industry and
trade) accounled lor $738,000 million, while the gross national product

was §449,000 million (Survey of Current Business, May 1962, p- 7, 5-4).
In West Germany the figures were: sales (logether with the export
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capacity. One thing is obvious. Even if the development ol
capitalist relations expands the market capacily ol [1:11-
“associated” African countries threefold,! .“Uln' mil.w-
hardly any noticeable expansion in the E l C. countries.
As regards the large countries in which "“}'””1“1 'I'!I‘.:tilnlll.‘-'
are as yet weakly developed (India, Pakistan, Indonesia,
the Latin American countries), they would not be accepted
into the Common Market even if Britain joms.

From this we may conclude that the economic integra-
tion of the E.E.C. member-countries \\'il_h some -l'”. il}‘:
emergent African countries will not ru.u_m in a 1-1.11.“{._[-.1:-1‘!.).5(!
expansion of the capitalist markel . In view ol ?i.”. |1'Ii“-l.\-: ;m-l
striving of the African pc:(_)plos for economic [‘ }(-l-flu!:l:
from imperialism, it is unlikely |h«‘ll_l llw-\". \\'ll.l be wi .1:.?
lo remain economic appendages ol the (‘(f”"”.”'.l ).I_:-:.z l\(_t
for any length of time. The Congo with its 13 million popu-
lation is becoming more and more dependent on the

U.5A.

What does the future hold in store for the E.E.( 2 Ihe
answer Lo this question hinges on \_\'h\-fiu-r the (‘LI..1.11:211!E_:>{
market will expand or shrink. But, far i!:.tllll‘hl!‘t“r:‘ili}._:;‘ l.ll'l-..‘n
aspect of the problem, the proponents ol Wesl l‘_u:nl:n“.&n
integration harp on the prospects for greater t-}pu,.lf
Reading their “works™ it reminds one of the days of ..'\1”'
cantilism. What other assessment could Iu-‘m;ulr ol t?l_v
basic theory of the Common Markel advocates who 1.n.a.1.~.t
that the economic development of modern :-_:11.;11:1.1“1.1.1
depends on the size of exports. 1 I]I:'-i renascence :1 Ii]l'E‘i;Ui
tile ideology is not accidental. It is explained by the fol-
lowing: : e s v

a) production and production capacilies grow fa:

2 - e BT sl i
sales Far g s1—675,000 million mavks (1960), and

and sales of farm products)—670, ion : s 2] ihe

111'{'[)@. 1‘1;!1’10]'}!{] product (1959)—281,000 million marks (Statistisches

Tahrbuch fir die Bundesrepublik Deulschland, 1961). il

{ Sych erowth is highly improbable since capilalist J\...,m.t1 ¥

play an imT)rJrl:mt role in the agriculture in some of these countries.

- -l v involve

What is more, an expansion of the domestic tr!:n‘n-i.\xn.u!r_l ':l]“:“rl;\

v ) : S 1 H - . Q el [ 3

great expenditure on road-building, transport, ele, _f.un:t'..t\i u..“.ﬁl S
sparsity of the population in the sociated” countries, 1 [

extremely difficult to recoup this outlay.
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than consumer demand, a state of affairs typical of modern
capilalism. The bourgeoisie and bourgeois scholars, who can
see only whal goes on upon the surface, think that export

the universal remedy for the narrowness of the domestic
market. They either cannot or will not see that today the
narrowness of market is characteristic of all capitalist
counlries (disregarding, of course, the rare boom phases ol
the trade cycle);

b} the currencies and finances of capilalist countries are
unstable. Prior to the advent of the general crisis, “hard”
currencies were a feature of capilalism, i.e., the money unit
was convertible into the stipulated amount of gold. This
stability was based on the unrestricted circulation ot gold
coins in the country and gold bars on the world market.
\l present currencies are only relatively hard. The bulk

" Lhe less ll(\t[il]l{ d, and even many highly developed
;:._nl_mlw_.\. such as the U.S.A., Canada and Britain, are
constantly worried about the siate of their balance of
payments and are forced to resort to various measures lo
avoid devalualion.

Incomes from exports are the main factor contributing
lo a favourable (active) balance of paymenls. It is therefore
easy 1o sce why the U.S.A., Brilain and almostl all olher
capilalist countries consider lhe increase in cxports the
key to a stable econemic policy. Exports are important not
only for modern bourgeois states. but alse for many large
capitalisl enterprises. They often deliberalely provide these
enterprises (even if t_\pul[s take the form of dumping)
with additional activity., without which they would
have to operate at a loss. Export subsidies, state credil
guarantees, elc., are a source of additional monopoly
profits.

But important as exports are, their increase is not the
universal cure-all that some bourgeois economists and
statesmen imagine. This can be seen by analysing the role
of exports in the economy of some of the leading capitalisl
countries. In West Germany, for example, the markel
mpln ity (excluding resales) was approximately the follow
ing

L Statistisches Jahrbuch fir die Bundesrepublik Deutschland, 1961,
S. 168, 243. 252,
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(acc |,".1" g Lo the
54,000 million marks
E 4= o . anlz
commodities (1950) o ) o 1 INArks
Sales of farm produce (1957-38) . . i 17.000 million marks

Market capacity . 208,000 million marks

In 1956,! 31.000 million marks worth of commodilies
were exported. This means that exports :tl'!'ulm}vti for 15
per cent of West Germany's total market capacily. It can
be reasonably assumed that the share of exports in the
other ('.Inmmu(m Markel countries, for which we have no
dala, is approximately the same. : :

It is very difficult to give a concrete appraisal of the
E.E.C.’s export prospects, They depend on a multitude of
factors, as yet unknown. Bul one thing is clear, even il 111_9
export of the E.E.C. countries grows by 50 per cent, this
would expand the aggregate market capacity by only 7.0
per cent, which will solve neither the |‘11'f:hlvm ol realisa-
tion nor the other ills of modern capilalism.

In fact, an inecrease in cxporls by bU per cent \\'I!Llli..l
expand the gencral markel capacily by even less than 7.5
per cent. First of all, a couniry exporling t'ill'lllil“}(lltlt':‘.'.i:
receives reimbursements for their value [rom abroad.-
These reimbursements predominantly take the form ol
olher commodities, since no country is able to pay lor i't”‘
ils imports in gold. Moreover the imports often consist ol
commodities which are also produced in the country m
question. This naturally results in a narrowing of the
market for domestic goods. To illustrate our point let us
look at the 1960 trade figures between West (il'l'llh;m‘\‘
and the US.A. for machinery of identical categories.’

I We are operaling with sales figures for 1956 because they are
the only ones ayailable. In recenl years exporls have grown consider
ably: in 1961 they rose to 51,000 million marks, Bul the \-ulurml-{'nll

i . HRE >
industrial oulput has also grown: from 129 in 1955 to 191 Im 6
(1953=100). Thus, the ratio ])L,t\"{‘E‘]l the realisation of commodities on
the ilnnl["-.ilL and foreign markets has hardly changed, :
? Except in those cases when goods are exported lor lhe purpose
]
of capital invesiments abroad. " A

\ Statistisches Jahrbuch fiir die Bundesrepublik Dewtscelland, 1961,

S. 310-11.
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nill narks

Machine tools ! o i e 129 T4
Machinery for the lextile and (anning

e T o I W R = 53 78
Oifloe TRacHmes s sl 2 AT Nl 78 ; 63
Machinery for Lhe paper industry and

printing planls . AT : 21 68
Cars and aeroplanes . . . , L 259 1,183
Eleciric equipment . . . s bat ks ih 200 .."_'_|-"i

Most of the imported machinery could have been produced
at home, albeil at a higher cost. Imports tend lo decrease
the market for domestic machinery of the same type.

We assumed thal the exports of the Common Market
countries would grow by 50 per c¢ent over a period ol five
years. Bul production within the E.E.C. country ilsell will
also grow by about 15 per cent (an average of 3 per cenl
a year). A growlh in exports of 50 per cent would there-
tore cxpand Lhe aggregale domestic and [oreign markets
nol by 7.5 per cent but only by about 6 per cenl.

In conclusion we would like to remind the reader that
our analysis is abstract and lheoretical. It does nol touch
on the concrete historical conditions in which the Common
Market has been created and functions. The theorelical
assumption that full economic integralion will be achieved
has been postulated in order to show that even this would
not solve the insuperable problems facing capitalism. But
such a complete economic union is entirely unrealistic.
Equal conditions for all competitors within the Common
Market are to be created only by 1970. Even when Lhey
are, there will be no complete union. i

A complete economic union would mean a single cur
rency, a single budget, a single state, i.e., complete political
integration, the rejeclion of all individual sovereignly by
the countries in question, The chances of this lmp[.\::niu:'.:
are so slight as to be negligible. How could countries such
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as Britain and France, which have a long history as in-

dependent nations, voluntarily rejecl their sovereignty and
submit to the decisions of a body in which they will be
in the minority? It is therefore quite logical that di Gaulle
speaks only of a federation which would preserve Lhe
sovereignty of each individual parlicipant, and nolt ol
complete political integration.

Proponents of political inlegration have not thought out
their plan to ils logical conclusion. Il is easy enough to sel
up a West European Parliament that would decide on the
common affairs of the Gommon Market member-counlries,
One can even imagine a European Government that would
exercise complete conlrol over all mutual West European
inlerests. A joint military command, like that ol NATO,
could be created. Bul this is still a far ery from full political
integration. Who, for instance, would command the armed
forces of the member-counlries? The cxislence of NATO
did not stop de Gaulle from wilhdrawing his fleet [rom the
joint command and from creating his own nuclear weapons.
As long as each capitalist country has ils own armed forees,
all political integration is conditional and temporary.

The advocates and propagandists of political integralion
will have us believe that after 1970 the Rome T'reaty will
be eternal and that no member-counlry will have the
right lo leave the communily. This is nonsense. The deci
sions of an internaiional court cannot lorce a 1f
state, possessing its own armed forces, lo obscrve a ireaty
it considers no longer advantageous, let alone harmlul. In
such a case war would be the only means lo make a sover-
eign country fulfil the agreement. But a war of the Com-
mon Market countries against a member who has decided
to withdraw or who is sabolaging the Rome Treaty, is
extremely unlikely.

[rrespective of all these concrete historical conditions,
it is still highly debatable whether a union of highly
developed capitalist countries is able to ellecl any appre-
ciable expansion of their markets over and above the
normal. Marxists who answer lhis question in the allirma
tive have yet to demonstrate Lhe economic mechanism
producing this expansion.




THE REASON FOR THE POPULARITY
OF KEYNESIAN THEORIES

This essay is nol aimed at subjecting Keynes’s theories
to a barrage of criticism; that has been done by olher
economisls.! We are only inleresled in explaining why
Keynes's theories have become so dominant in capitalist
economic thought. Whal can explain the fact that states-
men who embody Lhe interests ol monopoly capilal, univer-
sily prolessors in the capitalist countries, and rvelormisl
leaders of the working-class movement have all become
adherents of Keynesian theories?

A multitude ol facls show that this is so. When Lhe U.S.
budgel showed a deficit of 10,000 million dellars, President
Kennedy attemptled to “whip up” U.S. economic develop-
ment according to Keynesian precepis. Bolhh monopoly
capital and U.S. trade union leaders insisted on tax culs
in spite of the budget deficit and their demands were met.
At the beginning of the sixties “deficit financing™ became a
general rule, while a balanced budget was an exception.
West Germany, France, Mexico and the U.A.R. are Lhe only
capitalist countries where stale expenditure does not exceed
revenue.

The Democratic and Republican parties in the U.S.A.,
the British Conservalives, John Strachey, the Labour Party
theoretician, and even Hjalmar Schachat, the former chief
nazi economist, are all guided by Keynes's theories.

It may be argued Lhal it is not surprising that capitalisls
and reformist labour leaders and also professors of bour
geois political economy consider that the capitalist system

I See the wrilings of W. Foster, L.

A. Trakhtenberg ¢l al
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is eternal. In their attempts to preserve it and lo adjust it
to changing conditions in order Lo avert a proletarian revo-
lution, it is therefore quite natural that they all adhere to
one economic theory.

But this is an oversimplification. During the past fifty
vears hundreds of bourgeois economic theories have
emerged, all of which are based on the assumption that
the capitalist system can be preserved and improved. Why
has Keynes’s theory become the most popular of all?

Maybe, because it gives a deeper and more ralional
analysis of capitalism than other theories? No, this is
not so. .

Keynes dealt only with the superficial phenomena ol
capilalist cconomy. Paraphrasing Marx’s words, we could
call him the surface genius of bourgeois society.! He does
not pay the slightest attenlion to the basic categories of
capilalist cconomy, the explanalion of which takes up so
much space in the writing of the classics of l{e'aurgvms
polilical economy (and which were later vxh:ugtu‘a-ly ex-
plained by Marx). ITe does not analyse categories s_‘u‘_-h as
commodity and money, value and surplus value, interest
and t-uti'ei;arene\.u"s profit; he draws no distinction belween
the law of the movement of individual capital and that of
the agoregate social capilal, cte. Everything is clear to him,
nothing poses a problem. ‘

Capital per se brings in inlerest, like land brings in
rent, for both are “scarce”: “The owner of capital can
oblain interest because capital is scarce, just as the
owner of land can obtain rent because land is scarce.” But
Kevnes neither shows the economic sources of interest
and rent, nor does he indicate their place in capilalist
economy.

What is more, an explanation of inlerest and rent by

1 “Classical economy,” Marx said, “never arrived at a consciousness
of the results of ils own analysis; it...was thus led, as will !J{: se0n
laler, into inextricable confusion and contradiction, while it offered to
the vulgar economists a secure basis of operations for their shallow-
ness, which on principle worships appearances only.” (Karl Marx,
Capital, Vol. 1, p. 538.)

2 1. M. Kevnes, The General Theory of Emplogment, Interest and
Money, Lr;ndown, 1936, p. 376, We shall refer to l{l'_\-'['ILI.'"i_‘.‘s main work
repeatedly since he himsell rejected many proposilions he had
advanced in his former “theoretical” work—A Treatise on Money.
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the “scarcity” of capital and land is wrong even in a super

ficial analysis. During depressions large sums of money lie
idle, yel no one ever loans them out to others free of

charge. In Brazil, Argentina, Peru, ete., large land
owners block the cullivation of vast areas in order to make
land “scarce” and thus force the peasants to pay high
rents. This “scarcity” of land is completely unnatural; the
artificial creation of bourgeois land monopolists.

Keynes's explanations ol other economic calegories are
no less superficial. Profit is a reward for the entrepreneur’s
work and business risks. Price, he continues, is the amount
of money offered [or a commodity in accordance with the
prevailing supply and demand situation.

Keynes has not created an economic theory of his own:
he is a lypical ecleclic. Marx’s description of Macleod suits
him remarkably well: “*Macleod, who has laken upon him
self to dress up the conlused ideas of Lombard Streel in
the most learned finery, is a sucecesslul cross belween the
superslilious mercantilists, and the enlightened Free-trade
bagmen.”!

Keynes openly refules the teaching of the founders of
bourgeois political economy. The reason for il is not hard
to see. Their teachings logically lead lo Marxism and Lhe
admission that the capitalist mode of production is histor
ically transient—a truth unacceptable to those who repre
sent the interests of monopoly capital. He draws his
“theoretical” views from a multitude of sources: he explains
prices, profit and interest by the theory of marginal ulility
advanced by the Austrian school, poverty—according lo
Malthus and attempls to justify profit by the “refusal
theory™. In many cases Keynes reverts to the mercantilists;
he praises the enlirely unknown Silvio Gesell and places
him on an equal footing with Malthus and Marx(!).

Keynes’s eclecticism is one of the reasons for his popu-
larity: in his confused rag-tag of economics, everyone can
choose what he likes best.

Keynes's “analysis” has nothing in common wilth genuine
political economy in Lhe classical and Marxist sense, IHis is
an invented psychology hopefully applied to economics.

Keynes openly declares thal: “Thus we can sometimes

i

Karl Marx, Capital, Vol. 1, p. 61.
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regard our ultimate independent variables as consisting of
(1) the three fundamental psychological factors, namely.
the psychological propensity to consume, the psychological
attitude to liquidity and the psychological expectation of
future yield from capilal-assets, (2) the wage-unil as deter-
mined by the bargains reached between employers and
employed, and (3} the quantity of money as delermined
by the action of the central bank; so that, if we take as
given the factors specified above, these variables determine
the nalional income (or dividend) and Lhe quantity of
employment.”!

We see that profit, the deus ex machina of the capitalist
mode of production, is not even mentioned.? He attempts
to depict the everlasting capitalist scarch for profils as a
secondary consideration. “If human nalure felt no tempta-
tion to take a chance, no satisfaclion (profil apart) in
construcling a lactory, a railway, a mine or a farm, Lhere
might nol be much investment merely as a result ol cold
calculation,”?

In his pseudo-psychology Keynes borders on the absurd.
ITe says: “In estimating the prospects of investment, we
must have regard, therefore, to the nerves and hysleria and
even the digestions and reactions to the wealher of those
upon whose spontancous activity it largely depends.™

e completely forgels that competition forces the indi-
vidual capitalist lo make a profit or perish.

Since Keynes does nol recognise a class analysis, does
not mention eclasses? at all, his psychological analysis
applies to abstract economic man and his psychological
“laws” have no validily in the real capitalisl world. Let us
illustrate this by an example.

Keynes advances a “law”" according 1o which an in
crease in a person’s income is atlended by an increase in his

L J. M. Keynes, op. cit, Bk, IV, Ch, 18, pp. 246-47.

* He later introduced profil into his heory in the form of entre-
preneur profil.

4. M, Keynes, op. ¢it,, Bk, IV, Ch. 12, p. 150,

4 Ihid., p. 162,

" 1le mentions classes only once, referring lo them as Lhe “saving
classes”, an expression one cannot read without a smile. (Ibid., Bk.
111, Ch. 10, p. 123.)

6J. M. Keynes, op. cit, p. 28.
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consumption, but to a lesser degree than that of his
income, since part of it is saved.

An investigation of this would-be law as applied to the
various classes of sociely, would show that ils operalion
is far from universal.

In the capitalist world there are at least a thousand
million people whose incomes are so low that they are
forced to live in perpetual hunger. Even in the U.S.A., the
richest capitalist country, there are millions of pecople whose
income cannot provide them with even normal daily
nourishment.! Obviously, any addition to the incomes of
that poorest brackel of the population will be [ully spent
on increased consumplion and, with a few cxceplions,
nothing will be left to save. What sense is Lhere in the
“propensily to save” if nothing is left to be saved?

Conversely, in the highly developed countrics, especially
in the U.S.A. and Brilain, there 1s a wide layer ol civil
servants, olfice workers and skilled workers whose con
sumption would expand if their incomes were lo increasc.
These are Lhe lavers which usually buy durables on the
instalment system (houses, cars, lurniture, TV sets, ele.)
and spend more than they carn.

As soon as their income rises, they buy more things on
credit for sums which exceed by far the actual increment
in their income, This process can be clearly scen [rom
U.S. statistics, comparing lhe sum ol wages with the sum
of eredit sales.”

1
_ Factory and |
Offiece Workers’ Perzonal Savings | Consumer Credit
Year Wages

! {thousand million dollar

w

)

1958 . 24 4 40.8
1959 . 224 49 .0

I The third report of the FAO states “a quarter of American
houscholds had a calorie intake below the FAO nalional requirement
scale’ (The Economist, June 29, 1963, p. 1348),

4 [fnited States. Economic Report of the President, 1961, pp. 141,
1456, 180, The [igures are not very accurale, but are good enough lo
prove our argument.
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Thus, Keynes's assertion is al variance with facls.

And finally, in the highly developed capitalist countries
there is a laver, admittedly a narrow one, which includes
those at the top of the monopoly bourgeoisie, whose Iin-
comes are so large that it would be simply impossible to
spend them on consumer goods. How could one spend an
income amounting to millions of dollars a year on con-
sumer goods?

An advertisement hung up outside a large American
department store at Christmas speaks volumes: “What can
you give for Christmas fo one who has everything?” The
husband can present his wife wilh a new clegant four-
seater aeroplane costing $45,000. Or the wile can give her
husband a new plane for $60,000. Or even better—the
husband can give his wile a collee-pot (!) made ol pure
gold and studded with diamonds, worth $150,000.

Naturally, a lurther increase in lhe incomes of such
people will not promote consumer spending.

Keynes's would-be universal psychological “law™ applies
only to people in a certain income bracket: Lhat is, to
renliers with a moderate income.

All this would seem lo indicale thal Keynes's wondrous
panacea for overcoming the narrowness of the capitalist
market. namely an increase of unproductive consumption

among the non-working classes, advanced in his time by
Malthus, is ridiculous in present concrele historical con-
ditions.!

Keynes's other psychological “laws™ are no less schemat-
ic and senseless when applied lo modern capitalism but his
proposal to expand unproduclive consumption is not as
absurd as it would seem at first glance, bul has a very
definite class sense: it is intended to juslify the expenditure
on arms and wars, so profitable for monopoly capital.
“Pyramid-building. earthquakes, even wars may Serve to

416y

increase wealth. ,, "=

I Keynes quotes Malthus’s letter o Ricardo and expresses his

reement with it. In  that letter Malthus says: “How can it be
that an inerease of unproduclive consumplion among Jand-

and capitalists may not somelimes be the proper remedy for a

AL

lord
state of Thines in which the molives to production fail?? (J. M. Key-
nes, The General Theory. .., Bk, VI, Ch. 23, p. 363.)

2 Ibid., Bk. 111, Ch. 10, p. 120.



The third, and perhaps greatest shortcoming of Keynes's
“theory™ is the absence of any historical approach to the
problems of capitalism. He completely ignores the develop
ment of capitalism from one historical stage to the other.

He does not mention one of the most important laws of
capitalist development—the concentration of capital as a
resull of its accumulation and centralisation, every vear
transforming millions of “small people™, peasants, arlisans,
merchants, small capitalists into propertyless proletarians.
He makes no mention of the transformation of the capital-
ism of the free competition era into modern monopoly
capitalism, and complelely ignores the existence of the
Soviet Union and the struggle belween the two systems.

The absence of any historical analysis of necessily leads
to a false and impractical approach lo the problems of
modern capitalism,! reducing its special features to merce
tenets which, though theoretically correcl. are unlenable
in prevailing condilions. Let us give a few examples,

Keynes repeatedly speaks with irony aboul the tact Lhal
under capilalism hundreds of thousands of workers are
busy transferring gold from the bowels of the earth to the
vaults of lhe central banks. Looking at il from an abstracl
point of view this is absurd. We also know what role Lenin
assigned to gold in a communisi sociely. Yel Lenin never
once spoke ol the absurdily of gold mining under capital-
ism. Since there are independent states in the capitalist
system, which are based on commodity production and
world trade, world money is absolutely essential. Attempts
are being made al present to limit the role of gold as world
money. The International Monetary Fund and the numer-
ous agreements on mulual currency assistance between the
central banks of the highly developed capitalist countries
all serve this aim. To this day a deficit in a country’s
balance of payments (albeit an aceidental and temporary
deficit) can be settled only by paying out world currency,
in other words, gold,

Throughout the capilalist world, the stale of the gold
reserves is being given constant attention. The threal of

LIt is typical that Kevnes completely ignores the monopoly charac

ter of modern capitalism. Even the word “monopoly” appears in his
main work only once, when he speaks of “monopoly price”.
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a “gold drain” from the U.S.A. is the greatest worry of the

U.S. economic administration. No matter how .‘-G('Fl.'-it"ll'.\'\ it
may seem, the mining and accumulation of gold is un-
avoidable under -apitalism, and only someone who u_ll(‘l“l)‘
disregards the historical development of the capitalist
syslem and the conecrete conditions prevailing at 'lhv
modern stage, and who resorts to inventing hypothetical
laws. can doubt the need for mining gold under modern
capitalism.

* W .

How is it to be explained that in spite n_mi' all “'It’_:.‘-‘.(‘
shortcomings, Keynes is recognised as the ](’.:llllllg'{llli!lt}l'lt_\.-’
on bourgeois cconomic science and economic policy in the
capitalist world? ] | e

Kevnes's main work was writlen in the firsl }ml_i ol _l.h_(
thirties, when the impael of the greatesl ceonomic CTisis
in the history of capitalism and the resulting protracted
depression and mass unemployment were being felt
throughout Lhe capitalist world. _ .

It was no longer possible to deny the t_‘"\"lﬁ[('ll[‘!:“ of the
general crisis of capitalism, which Marxisls had diagnosed
immediately after the First World W ar. ['he [herﬁf}'.
advanced by the unworthy successors of classical bourgeois
political economy aboul the harmonious .lh‘.\l'(‘ll]]ﬂﬂ{'i” ol
capilalism, aboul the internal force of capitalism automat-
ically overcoming all emerging difficullies, had broken
down.! The diseased state of capitalism could no longer be
denied. Kevnes wrote: “*The oulstanding faults ol l_hv
economic sociely in which we live are its failure to ['IT‘.(_I\'I(lt?
for full ::’1111)10‘;'111011{ and its arbitrary and inequitable
distribution of wealth and incomes,”

Keynes was out to achieve the following: a) t” prove
that the faulls of capitalism, in |'>£1|‘I'n'||l:xr‘1I|:|I ol :-h_rm!u'
mass unemployment, are not 1n‘mlluuls of the -:||nl.a_lf.r\‘i
system per se but are an effect of general psychologica

| Keynes unfoundedly attempts to pass ofl a number of _\jul,s;inrl
cconomists, including the “yulgar” J. Say, as f\'l[-'li'? r:u]ln_tl ’_]”;.“‘_ .|I.~.I
clussies of political economy and :-r]livin‘nll;; the teachings ol 1. :r .”Illlli.l
about the harmonious nature of capitalism discredits Lhe i.ll_ll_k.\[]llq-“. in
particular, Ricardo, who r.1i.-~.{'n\"|:‘1'|le many IIJ|"1‘L,111~. aboul capitalism.
2 J. M. Keynes, op. cit,, Bk. VI, Ch. 24, p. 372.
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laws, and thal the responsibility for them therefore falls
not upon the ruling big bourgeoisie (monopoly capital) but
upon permanent factors independent of the social
system; b) to recommend measures which in reality would
serve the interests of the monopoly bourgeoisie, but would,
on the face of it, be acceptable to the reformists.

William Foster formulated this as follows: “Keynesianism
is essentially a product of the general erisis of capitalism.”!

How does Keynes manage to whitewash capilal and the
bourgeoisie in general of all responsibility for the faults
of capilalism?

[First of all he justifies all unearned incomes in the spirit
of the marginal utility theory, declaring thal they are based
not on the approprialion of surplus value, not on exploila-
lion, but on the scarcity of the factors of production. The
bourgeoisie, he says, has a natural righl to profit, since
capilal is scarce; lhe landowner has a natural right lo rent,
since land too is scarce; the owner of loan capilal has a
natural right to interest, as a reward for his willingness Lo
temporarily parl with the “liquidity” of his capital (here
we have the old “refusal theory”); capitalists who direcl
companies are entitled to prolils because their work calls
for a high qualification and at the same time they risk Lhe
capilal invested in the enterprise. Indeed, to understand all
is to pardon all!

But how does he explain and justify mass unemployment
and the resulting privalions of the working class?

On the basis of his high-sounding but meaningless
arguments we can draw the following conclusions.

The number of employed workers depends on the
“effective demand”, i.e., on consumer spending and new
capital investments. “If the propensity to consume and the
rate of new investment result in a deficient effective
demand, the actual level of employment will fall short of
the supply ol labour, potentially available at the exisling
real wage. , ., .4

This is quite true but it does not explain unemployment.

According to Keynes, unemploymenl emerges because
the more workers an entrepreneur hires, the less profil

L Political Affairs, No. 1, January 1948, p. 27
2 J. M. Kevnes, The General Theory. ... Ch. 3, p. 30
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each worker brings in (the law of “diminishing returns”).!
Thus the greater the number of employed workers the
larger the wage expenditure in comparison with work pro
duced, a process which continues until profits disappear

completely.

The second reason for unemployment is thal not all
people spend all their income on personal consumplion or
on investments, preferring to keep some of it in the form
of cash and demanding and receiving a cerlain inlerest for
it. The interest on loan capital stops the ulilisation of
workers by capilal when the profit this capital yields to
the capitalist becomes smaller than the interest he has lo
pay for it. i

The rate of interest is a “highly psychological
phenomenon”.? But “the cosls of bringing l_\lm-rm\'t_‘.r.‘sl
and leaders together and uncertainly as to the futurce of
the rate of intcrest...sel a lower limit, which in presenl
circumstances may perhaps be as high as 2 or 2.5 per
cenl on long term™ 2

As an incorrigible eclectic, Keynes combines the theory
of marginal utility with Knapp’s quanlitative theory ol
money,

Backed only by verbose and meaningless arguments,
Keynes declares that loan capital and rates ol interest
delermine the marginal profitability of capilal and thus
lead to a decrease in employment. This whilewashes in
dustrial capital of all blame for the resulting unemploy
ment.,

Bolh his argumenls are absolutely lallacious.

In the boom phase preceding a crisis, when employment
is almost maximal and much overtime is worked, the
expenditure on wages may increase somewhat. But this 1~
altended by a decrease in general expenditure per unit of
outpuf and, the decisive factor, a price rise. lI' is not
the drop in profits resulting from higher expenditure on
wages and interest that is responsible for the (|!'Ull in
production and employment but the overproduction ol
commodities.

1 1hid., p. 11.
2 1bid., Ch. 15, p. 202.
3 Ibid., Ch. 16, p. 219.
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As regards the role of interest, every Marxist knows
that interest is a special part of profit, that the rale of
inleresl is regulaled by supply and demand and more or
less depends on the rate of profil, and not vice versa, as
declared by Keynes. The exceptions are monetary and
credil crises of short duration, when money is at a premium
and entreprenecurs are willing to pay virtually any price
for it.

The error of Keynes's theories can even be proved from
slatistics. If we analyse a delailed balance of any large
capitalist company il will show that the expenditure on
interest accounts for a small share of the total produclion
expendilure. The summary balances of the largesl British
companies, published quarterly in The Economist, show
that even directors’ salaries exeeed the interest paid for
long-term credits.!

The “relurn on invested capital” of the 500 largest U.S.
companics was 10.3 per cent.? How can the rate of interest
being paid for a relalively small sum of eredits determine
the rale of employment?

The same applies to American capital (excluding banks
and insurance companies) in general.

Below are dala for 19623;

Money funds of companies . . . . . .. .. ... ... 5H7.6
including those deriving from

bonds . . . R . e [t o L 9.0

other debt it e R e S N L L R 2.0

bank loans . o o 5 = o : i T S e et o 2.0

Jratal i I I e e e s i S

We do not know the rale ol interest paid on Lhese
credits bul assume that it was 6 per cent (which would be
very high). In thal case the sum total of interest would

L These items do not show the expenditure on interest for short

term bank credits but these, loo, cannot amount lo much,

* Statistical Abstract of the United States, 1961, p. 482.

3 Survey of Current Business, May 1963, p. 10. We do not lake
into account current, interesl-free credits.
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amount to some 600 million dollars. In 1962 the total
profits of American corporations (excluding banks and in-
surance companies) amounted to about 40,000 million
dollars. This shows that the interest hardly aflecled their
profits. But Keynes dedicales a large proportion of his book
lo proving the decisive influence of the rate of interest.

Every Marxist realises that the principal cause of
unemployment is the capitalist system itself—the contra-
diction between the social character of production and
private capitalist approprialion, or lo be more concrete,
the contradiction between the striving of capital for unlimit-
ed expansion of production and limited consumption,! the
so-called “enduring narrowness of the capitalist market”.

Under capitalism there is permancnt unemployment in
the form of agrarian overpopulation and periodic
unemployment during crises of industrial overproduction.
During the period of the general crisis it gradually assumes
a chronic mass characler. It is aggravaled by the rational-
isation, mechanisation and automatisation of production.
IFollowing the Second World War, chronic mass unemploy-
ment temporarily decreased as a resull of the enormous
losses in human resources during lhe war, the decline in
the birth rate and the mobilisation of millions ol people
for the armed forces and war production. Bul in the coming
decades chronic mass unemploymenl is bound lo become
capilalism’s thorniest problem. The explanation invented
by Keynes has no connection with the real causes of unem-
ployment.

Kevnes puts the cart before the horse when he explains
overproduction by the achievement of full employment and
the cut in profits which is supposed lo be caused by il.
Marx wrote: “It is these absolute movements of the accum-
ulation of eapilal which are reflected as relalive move
menls of the mass ol exploitable labour-power, and there-
fore seem produced by the lalter’s own independent
movement.”? The reasons why the big bourgeoisie, and

I This contradiction is so obvious that even Keynes noticed if, His
vague ecxplanalion reads: “Each time we sceure foday's equilibrium
by increased investment we are aggravaling the difficulty of securing
equilibrium fomerrow.” (J. M. Keynes, The General Theory, .., Ch, 8,
p. 105.)

2 Karl Marx, Capital, Vol. 1, p. 620.

315



especially the industrial bourgeoisie, have made Keynes
their prophet is not hard to see.

Keynes declares that the bourgeois system can be
preserved with the help of state-capitalist measures. He
recommends slate inlervention in the economy “as the
only practicable means of avoiding the destruction of

existing economic forms in their entirety and as the con
dition of the successful functioning of individual initiative.”!

As mentioned above. he maintains that the principal
evils of capitalism-—crises of overproduction and mass
unemployment—are not the faull of the bourgeoisie but a
result of “high wages”.

We shall give only one example (although we could
give thousands) of how the bourgeoisic makes use ol
Keynesian theorics. William I Buller, Vice-President of
the Chase Manhattan Bank, the largest concern in Lhe
Rockefeller financial empire, declared that the following
causes were responsible for the crisis that broke out in
the U.S.A. in 1960.

“Wages have continued fo increase more rapidly than
outpul per man hour, raising unit labour costs aboul 2 per
cent per annum. . . .

“Thus, profits have been squeezed.... A decline in the
rate ol profit invariably leads to a cutback in expenditures
for new planl and cquipment. Business must reduce Lhe
rate of growlh of capital assets in an atlempl to maximisc
the rale of return. This means that only those investmend
projects which offer a good return can go ahead.”=

This is quoled almost verbatim from Keynes's book.

The remedies Keynes offers lhe big bourgeoisie lor
decreasing unemployment are in complete harmony with
the interests of the monopolies. To lower wages he recom
mends a gradual advance of prices with the help ol a
controlled inflation. Ie constantly reilerates that the capi
talists should not lower the nominal wages, for this would
encounter far sliffer resistance from the workers than an
indirect lowering of wages resulting from an increase in
the prices of those commodities bought mainly by workers.
“In fact, a movemen! by employers to revise money-wage
L J. M. Keynes, The General Theory. .., Ch. 24, p. 380.

2 1.5, News and World Report. September 19, 1960, p. 88,
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bargains downward will be much more strongly resisted
than a gradual and automalic lowering of real wages as
a result of rising prices.”!

During the post-war years the bourgeoisie of -most
countries resorted to this policy.

Index of Consumer Goods Prices?
(1953=100)

v ' e ]
Year U.8.A. | Britain | Tfaly | France ‘!".1'}\:|l|.rlli.l‘\? India | Canada | Japan
- — l M — —l —
RRTRTEEE o !
1948 .o a0 77 36 70 1Y 41 87 | 63
BT ‘ 111 ‘ 121 ‘ 115 ‘ 154 ‘ 111 | 116 111 ‘ 114

The scale of the price advance differs from country to
country, but a universal lendency can he elearly discerned
amongst them.

Keynes also recommends deficil financing of public
works (and incidenlally the chance of sccuring profitable
stale orders) as a measure for improving the economy.

He urges enlrepreneurs nol to expand productive eapaci-
ties excessively: “... Capital has to be kept scarce cnough
in the long-period to haye a marginal elficiency which is
at least equal to the rale of interest for a period equal lo
the life of the capital, as determined by psychological and
instilutional conditions.””

[Tow is the surplus capital o be used?

Kevnes recommends that surplus capital in the pro-
duction sphere be spent unproduclively on the private and
public consumption of luxury goods. In Lthis he supports
Malthus. Moreover, he also backs Silvio Gesell’s recom-
mendation that money should be periodically changed, to
force people to spend it and not to keep it in a liquid form;
this would raise the interest rate on loan capital and limit
the possibilities of profitable new investments for produc

1 J. M. Keynes, The General Theory. .., Gh. 19, p. 2064. ;

3 Statistical Yearbook of the United Nations, 1961, p. 480 et passim;
Monthly Bullelin of Slatistics, June 1963, p. 144 cl passim. We do not
give dala for eountries with a strong inflation.
~ 3 J. M. Keynes, The General Theory. . ., Ch. 16, p. 217.
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tion capital. In addition to high wages, Kevnes lays Lhe
blame for all capitalist evils on the “sltriving to increase
liquidity”, loan capital and a high rate of inlerest. This
leads' straight to Hitler’s division of capital into “creative”
and “predatory” capilal.

What is the class connotation of Kevnes’s never ending
talk about the decisive influence of the rale of interest on
capitalist economy and unemployment?

As mentioned above the question of the rate of interest
is unimportant to industrial monopoly ecapital—the big
monopolies use comparalively small sums of loan capilal,
financing new capilal investment mainly out of their own
rescrves, There are many factors which exert a much
grealer influence on cosl and profit than the rate of interesl.
These are the prices ol raw malerials and fuel, railway
and freighlage tarills, imporl dufies, the extent to which
productive capacilics are employved, ete., ete.

Nor should we forgel lhat, as a result of the increasing
c'fl:ralvsr't\.m-v of industrial and banking capital (including
insurance companies), the finance oligarchy. which rules
over both, stops to worry how the total profits approprial
ed by it are distribuled between the various companics
under its control.

Both in the highly developed and in the poor capitalist
countries there are hundreds of thousands of medium and
small “unviable” capitalist enterprises which are doomed
lo ruin by the cenlralisation of capital. Thev are alwayvs
up to Lheir ears in debt and have lo pay usurers and bankers
high rates ol interest. The reason for their bankrupley is
often their inabilily to pay ofl credits and acerued interests
by the appointed date. The class connotation of Keynes's
teaching about the decisive role of the rate of interest is
best expressed in his attempts [o exonerate capitalism in
general, and monopoly ecapital in particular, from the
responsibility for the mass ruin of small capitalists,
peasanls and artisans.

All this proves that it was no accident that monopoly
capital preferred Keynes to hundreds of other vulgar
economists and made him its standard bearer.

To obviale any idealistic or other such interprelalion
of the views expressed above, we would like to emphasise
thal monopoly capital develops state-monopoly capitalism,
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deficit financing. indirect wage culs through a steady raise
of retail prices, ele., not simply because these measures
were recommended by Keynes. Monopoly capital would
conduct this policy even if Keynes had never been born.
Keynes only gave the policy conducted by monopoly capital-
ism a pseudo-scientific foundation cloaked by demagogy to
make il acceptable to the other classes of capitalist society.

£ 3 #* %

All this leads to a new question: why is it that not only
monopoly capital but also the reformist parties and the
trade union bureaucracy champion Keynesian ideas?

The union between reformism and Keynesian theories is
based on Lhe fact that reformists and revisionists consider
Marxism obsolete. They are unable to create their own
theory of modern monopoly capitalism and are therefore
in need of a sound hourgeois theory, which on the one hand
crilicises capitalism and declares that it must be re-
organised (lhis is intended to pacify unsatisfied workers),
but, on the other hand, nullifies this criticism by leaving
the door open for co-operation with the bourgeoisie.
Keynes's theories suit the requirements of these reformists
lo a lee.

The reformist leaders value Keynes parlicularly highly
because he, as distinct from hundreds of other vulgar
bourgeois economists, does not attempt to refute Marx or
argue with him, but simply ignores him.!

To argue against Marxian theories would undermine the
position of the reformist leaders, and attract workers’
attention to Marx’s revolutionary teaching, and discredit
the reformists with the intelligentsia, They know from their
own experience that all altempts to refule Marxist theory
have failed. Now, when a third of mankind has rid itself
of capitalist oppression and is building socialism under the
banner of Marxism-Leninism, it would be absurd to declare

{ In his main work Keynes menlions Marx in passing three times:
he compares him with Gesell, that scientific fraud, saying: “1 believe
that the future will learn more from the spirvit of Gesell than from
that of Marx.” (J. M. Keynes, The General Theory..., Ch. 23, p. 355.)

In one ol his books he declares Murx “boring”. Keynes neither
understood nor wished to understand anything of Marx’s teaching.
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Marx's teaching “Utopian™ and impracticable. The reform
ists are now compelled to defend themselves by a far
simpler method: they declare that Marxism may be good
enough for the poor underdeveloped countries, but is
inapplicable lo the rich. highly developed capitalist coun-
tries. This throws them inio Keynes's camp, with whom
they have much in common, and saves them from fruitless
attempts to prove Marx wrong.

We shall enumerate only a few of the views shared by
Keynes and the reformists:

a) both believe Lhal capitalism is the besl social system;

b) both agree that capilalism needs reorganising and that
this can be effected through reforms by a supra-class state,
by-passing a revolution.

In his characteristically vague style, Keynes predicts the
[ulure of capitalism resulling from state inlervenlion as
follows: “TI'hus we might aim in practice (there being
nothing in Lhis which is unattainable) al an incrcase in
the volume ol capilal until it ceases to be scarce, so thal
the functionless inveslor will no longer receive a bonus;
and al a scheme of direcet laxalion which allows the intel
ligenee and delermination and execulive skill of the finan
cier, the entrepreneur ef hoc genus omne (who are certain
ly so fond of their crall that their labour could be oblained
much cheaper than at present), to be harnessed lo the
service of the community on reasonable terms of reward.”!

This is irrefulable proof of Keynes's muddled thinking.
First he declares thal capital brings prolit because it is
“scarce”, then he describes a capitalism in which capital
is no longer scarce and therefore dees nol bring in any
profit, i.e., there emerges a capitalism without profits, where
capitalist entrepreneurs are only receiving high “wages”
according lo merit.

But this nonsense suils Lhe reformists ideally as a means
for deceiving the workers;

¢) both advocale the development of state capitalism.
Keynes says: “I conclude that the duty of ordering the
current volume of investment cannol safely be left in
private hands.”>

L J. M. Keynes, The General Theory. .., Ch. 24, p. 376-71.
2 Ibid., Ch. 22, p. 320.
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For this reason he is for “peaceful”, i.e., for bourgeois
socialisation of a part of the means of production. Keynes
declares that in his opinion “the necessary measures of
socialisation can be introduced gradually and without a
break in the general traditions ol sociely”.! In present-day
conditions this position falls in perfectly with the interesis
of the big bourgeoisic and the propaganda needs of the
reformist leaders;

d) Keynes “analyses” capilalism, as was poinled oul
above, without paying any attention to the class stratilica-
tion of capitalist society. This, too, harmonises with the
wishes of the reformist leaders, who allempt to gloss over
the class struggle and thus purge it from the minds of the
workers;

¢) at present the main worry of the reformist leaders
in the highly developed capitalist countries is not the wage
problem but the ever growing mass unemployment, the
concomitant of lechnological development, which Lhreatens
to aflecl also oflice workers and civil servants. The rapid
increase in labour productivity and the rclatively insignifi-
cant shorlening of the working-day during the post-war
years has greaily enlarged the mass ol surplus value being
appropriated by the bourgeoisie, both in value and in physi-
cal terms. This enabled the bourgeoisie to raise the wages
of workers organised in trade unions without culling back
profils when this was necessary to avoid an intensification
of the class struggle. However these wage rises are more
or less neutralised by inflated prices.

But neither the capitalists nor the reformists knew how
to fight growing unemployment. It was at this point that
Keynes produced his universal cure-all. He declared that
governmeni measures, such as public works financed at
the expense of a large deficit in the state budgel, the main-
tenance of low-interest rates, ete., would abolish unem-
ployment. The reformists regard these conclusions as
Keynes’s greatest “contribution™.

Thirty years have passed since Keynes made these
promises and although bourgeois stalesmen, reformist
leaders and bourgeois professors have all become active
supporters of Keynesian ideas, they have nol succeeded in

! Ibid., Ch. 24, p. 378,



c¢liminating unemployment. An analysis of Lhe genuine
causes of unemployment under modern capitalism shows
that in future, too, unemployment (apart from cyclical
fluctuations) will not decrease bul rise considerably above
the present level.

Let us now take a closer look at the measures suggested
by Keynes. We have already shown above that the rale of
interest has bul little influence on the volume of production
and employment. As regards the influence exerted on
employment by public works and state orders the following
can be said,

If a capilalist counltry has underemployed productive
capacities and man power resources, new slale orders
(public works) may indeed give an impelus to grealer
employmenl. Additional workers will be hired and will
spend their wages on consumer goods, which, in turn, may
expand Lhe production of such geods and lthus promole an
expansion in the produclion of producer goods. The growth
in production will call for a further increase in employ-
ment and the result would be a decrease in unemployment.
Every Marxist understands this.

But whether there will be a reduction in unemployment
and how imporlant that reduction will be depends on
several factors—the size of consumer arlicle slocks al the
time when the “revival” begins, the extent of capacity
underemployment, i.e., by how much the market must be
extended to oflfer the capitalists incentives for additional
capilal investments. In assessing the needs for a long
period, il is important to specily who will pay for the state
expenditure: the working people (through taxes on Lheir
incomes and higher prices) or the capitalists and rentiers out
ol their profits. These are but a few of the factors that need
to be taken inlto consideration. It is only by evaluating all
these particulars that a scientific appraisal can be made of
Lhe eflect a “revival” of the economic conditions would have,

There is no doubt, however, thal any revival through
state orders and the resullant growth in employment can
be only temporary, since the volume of the capitalist market
depends on the laws operating permanently in capitalist
soclely.

All these concrete factors have been ignored by Keynes.
[Te invenled lhe nolorious “mulliplier” (he designates it as
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coefficienl K), which is now universally applied by his

followers. The coefficient K “tells us that, when there is

an increment of aggregate investment, income will increase
by an amount which is K times the increment of invest-
ment”.} A growth in incomes increases employment and
unemployment disappears.

Theoretically this is quite correct. The difficulties only
appear in practice. Keynes's followers have not the slightest
idea (in spite of Keynes's slriclly “scienlific” malhematlical
formulas) what the size of coelficient K is in the various
countries. Tn 1963 some considered the “multiplier” as
2.5, others as 3.8, In keeping with Keynes's theory they say
that with the progress of technology, increasing sums of
new capital investmenls are needed o create more jobs for
workers. According to the computalions of Nal Goldfinger,
Research Director of the AIF'L-CIO cvery new job demands
the following capital investments:

“The actual figures are $39.667 per job in lhe 1961-62
period, $20,567 in 1958-60, $10, 725 in 1954-56.72

Keynes himself gives only one concrete numerical exam-
ple. He asserts: “If, at a time when employmenl has
fallen to 5,200,000, an additional 100,000 men are employed
on public works, total employment will rise to 6,400,000.
Bul il employment is already 9,000,000 when (he additional
100,000 men are taken on for public works, total employ-
ment will only rise to 9.200,000. Thus public works even
of doubtful utility may pay for themselves over and over
again at a time of severe unemployment. ...

The reformists consider this an excellent basis for their
demand to extend public works during times of heavy
unemployment. But Keynes does nol mention when this
fantastic rise in employment is expected to sel in—in six
months or ten years!

An clementary analysis shows lhe absurdity of Keynes’s
statement that the employment of 100,000 people for public
works will increase the total employment by 1,200,000
people when the total number employed in the country (he
evidently refers to Britain) has fallen to 5,200,000 and

L J, M. Keynes, The General Theory..., Ch. 10, p. 115,
2 The New Republic, May 25, 1963, p. 14.
b 1. M. Keynes, The General Theory. .., Ch. 10, p. 127,
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unemplovment exceeds 1,200.000. In his example the

number of unemployed comprises over 20 per cent of all
employed, which is a state of affairs that could only b
the result ol a long crisis of overproduction.

Let us consider two diflerent cases:

1. 100,000 workers are hired for road building. They
work wilh manual instruments and receive a pay ol £15
a month, which, for 1936, was a very high pay. That means
that 100,000 newly employed workers will draw £1.5 mil
lion a month in new income. We mainlain that in thal
case coefficient K, the “multiplier”, will most probably not
exceed one, i.e., there will be virtually no further increase
in employment.

Whal makes us believe that?

During the protracted crisis and mass unemployment
period the workers were hall-starving, wore oul their
clothes and ran into debt with their landlords and shop
keepers. The newly carned million and a hall pounds will
be almost completely exhausted on buying food, clothes,
shoes and on repaying debls. The small increase in demand
for foodstufls can casily be satisfied from available com
modily stocks. Many months will pass before these
branches will have to eng additional labour, and an even
longer time will pass (if there is a chronic underemployment
of capacities) belore there will be an inerease in employ
ment in the sphere producing capital goods.

A different situation would arise if the 100,000 workers
were engaged in building lactories, large power stalions,
submarines, ete. Within a very short time there would be
a growth of employment in engineering and instrument
building and a little later in the iron and steel and coal
mining industries, But even in that case, an original in
crease in employment of 100,000 will not result in a total
increase of 1,200.000.

Both Keynes and the reformist leaders, who are deceiv
ing the workers by promising them the abolition of unem
ployment under capitalism, are avoiding conerete analyses.!

The astonishing thing is that Keynes himself never really

1 It is clear lo every Marxist that the growth of production docs
not depend on Lhe number of newly employed workers, or the exlent
of unemployment but on the amount of newly invested capital.
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believed that full employment could be achieved. He

wrole: “Full, or even approximately full, employment is
f rare and short-lived occurrence.”!

Speaking of full employment Keynes is concerned not
with the interests of the workers but wilh the application
of capital. He says: “We have full employment when oulput
has risen lo a level at which the marginal return from a
representative unit of the factors of production has fallen
to the minimum figure at which a quantily of the factors
sufficient to produce this output is available.”™

The extent to which Keynes's ideas have taken root in
the reformist workers’ movement can be seen from the fol-
lowing. In Sweden, where the most extreme of all reformist
Social Democratic parties has been conlinuously in olfice
since 1930 (alone or in coalition with olher bourgeois par-
ties), there is a law adopted in 1938 which gives joint-stock
companics the right to set aside 40 per cenl of their |)1‘oﬁ‘r§_
This part of the profits is exempl from lax. About half
of it must be deposited in the state Riksbank and receives
no interest. During crises these funds may be spent, with
the permission of the Ministry of Labour, on measures to
ficht unemployment.?

The Swedish reformists are proud of their adherence to
Kevnesian theories. In his Industrial Relations, Sweden
Shows the Way, a Fabian pamphlet published in 1963, Jack
Cooper, the General Seeretary of the National Union of
General and Municipal Workers, wrote that the Swedish
Social-Democratic Party “was following a policy on
Kevnesian lines before Keynes's General Theory of Employ-
ment, Interest and Money™ .’

i

- B

There is no point in discussing at length why Keynes's
views are so prominent in the universities of the capitalist
countries. Quite apart from the fact that he pursues the
interests of monopoly capital, Keynes 1s popular with
hourgeois professors because he deals only with superticial

I J. M. Keynes, The General Theory. .., Ch. 18, p. 250,

2 Ihid., Ch. 21, p. 303.

p. 1175

I'he Economist, June 15, 19
i Labour Monthly, July 1963, p. 321,
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malters, which Irees them from the labour involved in
studying the essence of capitalism. as demanded by the
founders of classical bourgeois political economy and by
Marx. They also like Keynes because he has succeeded in
cloaking his senseless statements with vague, pseudo
scientific formulas. Blatant tautology is disguised by a
veneer of mathematics, his confused theories are termed
“scientific” discoveries and his ambiguity furnishes the
professors with endless material for various “scientific”
interpretalions and discussions. The dominance of Keyne
stan ideas in modern bourgeois economic science illustrates
the final degradation of bourgeois ideology.

We shall give only a few examples of Keynes's “scientific”
approach.

It would seem that it is simple enough to decide whal
an unemployed worker is. An unemployed worker is one
who cannol find work at the wage normal for Lhe given
country,

Keynes formulates this “scientificially” in Lhe following
manner: “Men are involuntarily unemployed if, in the
event of a small rise in the price of wage-goods relatively
to the money-wage, bolh the aggregate supply of labour
willing to work for the current money-wage and the aggre-
gate demand for it at that wage would be greater than the
exisling volume of employment.”!

Or take another example: it is common knowledge thal
the volume of personal consumption under capitalism
depends first and foremost on the total wages and profits.
Keynes’s “scientific” formulation of this reads: “For whilst
the other factors are capable of varying (and this must not
be forgotten), the aggregate income measured in terms of
the wage-unit is, as a rule, the principal variable upon
which the consumption-constituent of the aggregale
demand function will depend.”? ‘ :

The simple and well-known fact that a capitalist will
hire more labour only if this gives him additional profil,
is formulated by him as follows:

“The aggregate demand function relates various hypo-
thetical quantitics of employment to the proceeds which

L J. M. Kevnes, The General Theory. .., Ch. 2 pe 15,
Ibid., Ch, 8, p. 96.
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their outputs are expected to yield; and the effective demand

is the point on the aggregate demand function which be-
comes effective because, taken in conjunction with the con
ditions of supply, it corresponds to the level of L-111;rtp_\'111|_-nl
which maximises the entrepreneur’s expeclation ol
]ll‘ulil.“E . _

This scientific “intricacy” and obscurity gives _”‘fi
professors a chance to demonsirale their own ‘‘scientific
methods. Keynes's pseudo-scientific chatter about the
swheat-rate of interest”, “copper-rate of inlerest”, ete,, 1S
typical “oversubtlety”. . _ : .

His claborate and long-winded way of expressing himself
is usually an attempt at disguising the class-biased nature
of his leaching. e maintains that full employmenl 1s l_h(.-
cause of inflation, ic., that the workers are responsible for
inflation. But Keynes does not say it as straight I'm-\\.m'(.ll}'
as the L'a])itﬂlisls‘ ol loday, who constanily blame wage 1n
creases lor the inflation. Keynes is much subtler. He writes:
“When a further increase in the quantity of effeclive de-
mand produces no further increase in oufpul and enlirely
spends ilself on an increase in the cost-uni fully propor-
tionate to the inerease in effective demand, we have z'm\-luc-'r_l
a condition which might be appropriately designated as
one of a true inflation.”?

Kevnes's eclecticism is also a godsend for the professors.
They find in it some of the old theories and can thus in-
terpret the historical roots of Keynesian theories in any

wayv they choose. .
With Kevnes’s help they are able to defend capitalism
more stlimll_\". going so far as to crilicise il. 'l'hf-_\'l can express
deep regret that the working people are still living in pover-
tv under capitalism. But, also with Keynes, they can lll't:‘l!]'ﬁ“i.‘
that it is not exploitation, not the extremely uneven ll].‘?’ulf.'{
bution of the national income that is at the rool of the evil;
that it is, in fact, not capitalism at all! There are other
reasons, they say, such as: s A
«That the world after several millennia of steady m:llf"‘lfl-
ual saving, is so poor as it is in :u_'r|||||‘!|l:|_lt-fl vn]ntn.l-
assels, is to be explained ... by the high liquidity-premi

L J. M. Kevnes, The General Theory. .., Ch. 6, p. 55.
2 1bid., Ch. 21, p. 303.
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ums formerly attaching to the ownership of land and now
atlaching lo money.”

On the other hand Keynes justifies the unevenness ol

incomes and properly. He writes: “I believe that lhere

is social and psychological justification for significant
inequalities of incomes and wealth. . . 72
In another pla

e he declares that the unevenness in the
distribution of incomes is teo large. This enables the
learned professors to interpret Keynes as a “radical” pelly
bourgeois.

In conclusion we should like to point out that the varied
and olten extremely complicated mathemalical formulas
Keynes uses to create the impression of a “scienlific”
approach are of not the slightest help in understanding the
cconomics of capilalism. All he does is to reiterate truths
we have known lor decades in mathematical lerms. Lel us
analyse, for example, his first formula, the one he calls the
“supply funection®,

The capitalist hopes to make a profit (Keynes designales
this Z). To thesc ends he hires several workers who produce
a cerlain amount of oulput or of value and surplus value
(depending on whether we consider the process in physical
or money form). The ontput he designates O,. All other
condilions being equal, the hiring of additional labour
force brings with it a corre

onding extension of produc
tion. This very simple ratio Keynes expresses mathemali
cally as follows: P(the supply curve) is equal to:

All this means is that the mass of the output (a definite
profit being assured) depends on the number of employed
workers, a fact obvious even o the layman.

His other mathematical formulas are similarly useless
in widening our knowledge of capitalism, being merely an
outward show ol “scientilicalness®.

1J. M.

General Theory..., Ch, 17, p. 242.
2 Ibid.,
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et us summarise.
Keynes's popularily is

xplained not by his delence ol
capilalism bui by the fact that he cloaks this defence by

an aura of pseudo-scientificalness and a sterile eriticism of
capitalism. Kevnes's popularity is explained not by his
depth of knowle

His popularity shows that monopoly capital cannot lind

not by new ideas, bult by ecleclicism.

a better answer to Lhe insoluble contradictions of l_'il[}i[.ill—
ism, the prelude to its historically inevitable doom. thr'
dominance of Keynesian ideas is proof of the ideological
bankruptey of monopoly capitalism.



THE ASIATIC MODE
OF PRODUCTION

: In _]u‘*: Preface to A Contribution lo the Criltique of Polil-
ical Economy, a shorl oulline of world history, Marx wrole:
‘_‘Tn broad oullines Asiatic, ancient, feudal, and modern
bourgeois modes of produclion can be designated as pro-
gressive epochs in the economic formation of sociely.”!

This shows that Marx atlached no less impo]‘tanc:e to the
Asiatic mode of produclion than to the laler modes ol
produclion.

Nevertheless, the term “Asialic mode of production™ has
disappeared from Soviet Marxist literature. IL is mentioned
neither in textbooks on political economy, nor in textbooks
on Marxism-ILeninism. Throughout the 51 volumes of the
Greal Soviet Encyclopaedia there is no mention of an
“Asialic Mode of Production™. All attempts to find out why
so importanl a lenel ol Marxist theory has been omitted
will be in vain, It is simply passed by in silence, condemned
and forgotten.,

A rejection of this postulate would be justified in one of

lwo cases:

a) If this postulate were merely a chance remark made
in passing, to which Marx never referred again, having
thus by implication rejected it himself, However, we shall
prove that this was not the case. .

b) I Marx’s concept were at fault. Marx was not infal-
lible. ITe himsell would be the first to indignantly deny
any slatement Lo this effect. Over a hundred vears ;fgu this
genius loresaw the historically transient nature of capital-

! Marx and Engels, Seleeted Works, Vol. I, Moscow, 1958, p. 363.
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ism, al a time when capitalism was still facing a period of
progressive development, while the workers’ movement was
only making its first hesitant steps. On the other hand, his
prediction of the simullaneous downfall ol capitalism in
all the industrially developed European countries, and the
time he set for this collapse, did not materialise.

But he was rarely wrong: the above mentioned cases
refer to particulars of future development and not to an
analysis of past events. The vital role played by Marx’s
teaching in the formation of modern scientific thought and
our world outlook and the infrequency of his mistakes,
demand that a rejection of one of his postulales be preceded
by a thorough analysis by compctent Marxists, As will be
shown later such an analysis was not madec.

As is usual in such cases, young siudents should be given
an explanation of why Marx’s teaching on the Asiatic mode
of produclion was so complelely ignored. We do not know
what our professors of Marxism-Leninism ftell iheir stu-
denls and audicnces when they are asked why the Asiatic
mode ol production has fallen inlo such neglect. Maybe
they repeat the words ol the Orientalist from ithe Com-
munist International who, some thirty vears ago, lold me:
“By the Asiatic mode of production Marx underslood the
Asiatie variety of feudalism.” I replied with conviction thal
Marx was a past master at expressing his thoughts, and that
if he had considered the Asialic mode of production a
variety of feudalism, he would have said so.

Besides, Marx, enumerating the succession of “historical
epochs” of mankind, spoke of the Asiatic, ancient, feudal
and modern bourgeois epochs. If he had regarded the
Asiatic mode of production a “variety” of feudalism, the
order would have been: ancient, feudal, Asiatic modes of
production, His remarks in other places also warrant the
conclusion that he placed the Asiatic mode of production
before the slave-owning period.

Let us now look at the essence of the problem.

Marx repeatedly slressed thal the Asiatic mode ol pro
duction differed fundamentally from all other modes of
production. The problem of the specific features of Asiatic
society had interested him (and also Engels) ever since he
began his scienlific actlivities and his inleresl in the problem
did not flag right up to his death. We shall nol quote all
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the places in his works relaling Lo this problem—it would
take up too much space. Besides, excerpts taken oul ol
conlext often give a [';llv- picture of Marx’s train of thought.
We shall give only excerpls from works written at different
periods of his life in uuhr te show that the term “"Asialic
mode of production™ is a component part of his economic
teachings.

1857. In the Preface to A Contribuiion to the Critique of
Political Economy he says: “"Thus, only with the advent of
self-criticism, could bourgeois political economy begin lo
understand feudal, ancienl and Oriental society.”!

Marx alternates the terms “Asialic” and “‘Orienlal”
depending on Lhe conlext.

In 1853 Marx wrole: “Climate and terrilorial conditions,
especially the vast tracts of desert, {x.\:ivnrlinﬂ from Lhe
Sahara, through Arabia, Persia. Indm and Tartary, to the
most clevated Asiatic highlands, constituted arlificial irri
gation by canals and waterworks the basis of Orienlal
agricullure, ... This prime necessily ol an economical and
common usc of waler ... necessitated ... the inter
ference of the cenlralising power of Government. llence
an economical function develved upon all Asiatic Govern
ments, the function of providing public works.”? He goes
on lo say that vast areas of Egypt, the Yemen, Persia and
Hindustan, which once were {lourishing, have now deleri
rated into deserl because the governments failed to organise
public irrigation.

From Marx’s above remarks it clearly follows that:

1) the term “Asialic mode of production™ should not be
interpreted in a geographic sense, since he includes vast
areas ol Africa. For this reason he sometimes uses not only
the term “Asiatic society” but also “Oriental society”

2) Marx did not extend the concept “Asiatic mode of
production” to the whole of Asia, but only to those regions
where the rainfall was insufficient for agricultural produc
tion. It follows that it would be useless to attempt to solve
Lhe problem of the Asiatic mode of production on the basis

{ K. Marx, Grundrisse der Kritik der Politischen Okonomie
(Rohentwurf), 1857-1858
4 K. Marx, The British in Indig (see Marx and Engels, On
Britain, Moscow, 1953, pp. 479-80).
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of conditions in China, as was done by our sinologists. In
most resions of China there was enough rainfall to carry
on agriculture without irrigation, especially in former time:
when the country was less densely populated and there was
no need to raise fertilily by irrigation.

During the vears Marx was working on Capital, and
Engels on Anii-Diihring, they gradually returned to
problems of the specific features of Asialic economy. Let
us give a few examples.

“In Asia, on the other hand, the facl that state laxes are
chiefly (uj_lli_\f}.‘:\{;‘.{_] of rents payable in kind depends on con-
ditions of production that are reproduced with the regu-
larity of natural phenomena. And this mode ol payment
tends in its turn {o maintain lhe ancient form of produc-
lion,"t Rl

Marx repeats this view in the third volume of n‘_,u;u{af.
“The direct producer ... is to be found here in possession
of his own means of production. ITe conduets his agri-
cultural activity and the rural Imllu- industrics connected
with it 1*.@{_1)\.n(1e11t1y. ... Under such conditions the
surplus-labour for the nominal owner of the land can only
be extorted from them by other than economic pressure,
whatever the form assumed may be. ... Should the direct
producers not be confronted by a privale landowner, but
rather, as in Asia, under direct subordination lo a slale
which stands over them as their landlord and simullaneous-
ly as sovereign., then rent and taxes coincide, or rather,
there exists no tax which differs from this form of ground-
rent. ... The state is then the supreme lord. Sovereignty
here consists in the ownership of land concentrated on a
national scale. But, on the other hand, no privale owner-
ship of land exists, although there is both private and
common possession and use of land.”™

He makes a detailed study of conditions in Asia analys-
ing labour rent and laying special emphasis on non-econom-
ic coercion in India.

This gives a clear picture of the specifics of Lhe Asiatic
mode of production.

In their writings, both Marx and IEngels repeatedly

1 }\;;ri Marx, Capital, Vol. 1, pp. 140-41
1., Vol. III, pp. 790-91.
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touch on the Asiatic mode of production. Engels writes in
\nli-Dithring: “However great the number of despot
isms which rose and fell in Persia and India, each was fully
aware that above all it was the entrepreneur responsible
for the colleclive maintenance of irrigation throughout the
river valleys, without which no agriculture was possible
there.”!

Engels calegorically denies lhe existence of the feudal
mode of production in ancient Asia: “It was the Turks who
first introduced a sort of feudal ownership....”* To sub-
stantiate his view he cites the [ollowing fact: “In Lhe whole
of the Orient, where the village community or the slate
owns the land, Lhe very term landlord is not {o be found in
the various languages, a poinl on which Ierr Dihring can
consult the English jurists, whose efforts in India lo solve
the question: who is the owner of the land?—were. ..
2715 U AL

There is no need Lo quote any more extracts from Marx’s
and Engels's wrilings: their correspondence right up to
Marx’s death shows how interested they were in the ques-
tion of various pre-capitalist forms of development and
modes ol production. Nowhere do we find an indication
thalt they doubled lhe cxistence of a special Asiatic mode
of produclion.’

Did Lenin ever refule the term Asiatic mode of produe-
lion? No, he did nol. Nowhere in his writings do we find
anything to thal effect. On the contrary, he recognised lhe
Asialic mode of produclion.

In one of his first works—What the “Friends of the
People” Are and How They Fight the Social-Democrats-

I Engels, Anti-Dithring, p. 248.
4 Ibid., p. 244

4 Ihbid., pp. 243-44. Academician N. N. Konrad, a great authority on
oriental languages lold me that he endorsed Engels’s statement.

4 One opponent of the view thal in the past there had been a special
Asiatic mode of produclion, declared that Marx and Engels had
revised their point of view because the lerm is used only in the Preface
to A Conlribution to the Critique of Pelitical Economy. This is pure
pedantry. Marx often used different terms for the same phenomenon

depending on the aspect he wanted to stress. In Capital we meel
the terms “capilalist mode of production”™, “capitalism™, “capitalist
sociely™, “capitalist social system”, ete., all of which mean the same
thing.
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he quotes the above excerpt from Marx’s Preface lo 4
Contribution te the Critigue of Political Economy in full

and expresses his agreement with it. The same applies 1o
a later article entitled “Karl Marx™. Moreover, Lenin did not
even exclude the possibility of the Asiatic mode of produc-
tion having also existed in Russia. In his polemics with
Plekhanov. who considered the nationalisalion of land
regressive because it had existed in Muscopy, Lenin wrote:
“Insofar as (or if) the land was nalionalised in Muscovy,
the economic basis of this nalionalisation was the Asiatic
maode of production. But it is the capitalist mode of ,r'fmr!nr‘-l
tion that became established in Russia in the second ball
of Lhe nineteenth century, and is absolulely predominant
in the twentieth century.... He confused nalionalisalion
based on the Asiatic mode of production with nalionalisa-
lion based on the ecapitalist mode of production.... l‘hvl
logical deduction from his premises is the resloration ol
Muscovy, i.e., the restoralion of the Asialic mode ol pro-
duction—which is a sheer absurdity in the epoch of capital-
ism."!

Opponents of the Asiatic mode of production nllci'l'i;:rl.“d
to interpret these words of Lenin as a refulal of Marx’s
thesis. This is wrong. Lenin does not deny the existence
of the Asialic mode of production per se: he only doubts
that this mode of production exisled in Muscovy (and he
is right in so doing, since one of the main elements wide-
scale irrigalion organised by the state—was absent

Finally we have Lenin's noles on the margin of his
n-u-u[iyi published conspectus of the correspondence
between Marx and Engels. One of these remarks reads:
““The key’ to Oriental customs is the absence of private
ownership of land.” “All land is the properly of the head
of state.=

“Asiatic villages are self-contained, self-sufficient (natural
economy), constitute the basis of Asiatic customs +public
works of the central government.”

® % W
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! V. I. Lenin, Collected Works, Vol. 10, p. 332

2V, 1. Lenin, Conspectus of Correspondence of K. Marx and
F. Engels, 18441883, Russ. ed., Gospolitizdal, 1959, p. 260.

) Ibid., p. 263.
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At the discussions held in Thilisi and L eningrad in 1930
a1, the existence ol the Asiatic mode of production was
denied and it was transformed inlo an “Asiatic variety of
feudalism”. The editors’ note to the Thilisi USSIONS
reads: “The development of the Asian countries has,
throughout history, been highly individualistic. In a certain
sense this ;::um.mf_\ has created a special structure of
feudalism which may be called the Asiatic mode of produc-
tion.”!

An identical lormulation can be found in M. Godes's
concluding remarks at the Leningrad discussion: “We
prefer to speak of a peculiar feudalism in the Orient, and
not of an Asiatic mode of production.”?

The extensive and lively discussion did nothing to furlh-
er science, II' it were only a question of whether we
should call a definile mode of production *Asiatic mode
of produclion” or “Asialic variety of feudalism™ this would
mean Lhat from a scientific point of view the discussion
was nothing but a storm in a teacup. What's in a name?

We shall try (o throw light on the maze of ideas ex-
pressed during these discussions. But first lel us once morc
emphasise that true Marxists, no matter how highly they
estcem Marx, never regarded his works as set dogma. If
new f[acts demanded that changes be made in Marx’s prop
osilions, this would be in full keeping with the spirit of
Marxism. The only qualification is that such changes be
well-founded. -

[s the denial of Lhe exislence of an Asiatic mode of pro
duction as an independent mode. differing from all other
modes of production, well-founded? In our opinion it is

not.

A denial of the Asiatic mode of produclion would be
Justified a) from a theoretical point of view: if the features
peculiar lo sociely in a number of Oriental countries, on
the basis of which Marx singled out the Asiatic mode as
one independent of and differing from all other pre-capilal

' Ob aziatskom sposobe proizvedstva  (On the Asiatic Mode of
Production), Russ. ed., Zakkniga Publishers, 1930, p. I-I,

2 Obshchestvo marksislov vestokevedou. Diskussiya ob aziatskom
sposobe proizvodstva (Society of Marxist Orientologists, Discussion
About the Asialic Mode of Production), Moscow-Leningrad, Russ. ed.,
Sotsckgiz, 1931, p. 170
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ist modes of produatnm including feudalism, were insuf-
ficient, and hence such a singling out would be unjustified;

b) jrem a concreie-historical point of view: if it were
proved that in the hi:to;_' of human society no people lived
in the conditions Marx characterised as the Asiatic mode of
production.

The assertion, or even the implication, that Marx (and
Engels) in saying one thing meant another, that Marx and
Engels themselves did not understand their own teachings
sulfic iently well, as was often implied at the discussion, is
obviously intolerable.

In our opinion the participants in the discussion, a narrow
circle ol Orientologists, sinologists and historians, were not
competent to solve this theoretical problem. Not a single
well-known and competent Marxist philosopher or Marxist
cconomist attended. We cannot say for certain whether the
Orientologists there were sufficiently competent to solve
this conerete historical question, but we doubt it.!

In our opinion, the main reason for the confusion was
thal many of the participants, although frequently quoting
Marx, did not undersiand his dialectical method,

Let us glance at the book wrilten by G. Dubrovsky.? one
of the main opponents of the Asiatic mode of production.

Dubrovsky is a very “bold” person. He radically revises
Marx’s teaching on modes of production. Of the modes of
production Marx described as “progressive epochs in the
cconomic formation of society”, he leaves only two: the
ancient (slave-owning) and the capitalist. He completely
denies the Asiatic mode of production, splils the feudal
into two modes of production: the feudal and “serfdom”
introduces “the economy of small commodity producers”
as a special mode of production and discerns three spe-
cific modes of production within socialism: “the economy
of the transition period—the epoch of the dictatorship of

! The discussion centred mainly on the question whether an Asiatic
mode of production existed in China or not, and, if so, whal aspects
of it had been preserved or had disappeared. Yet many of the principal
opponents of the Asiatic mode of produclion did not understand the
G lum se language and were unable to read Chinese characters.

* See G. Dubrovsky, K voprosu o sushchnosti “aziatskogo™ sposoba
proizvodstva, ete. (Concerning the Essence of the “Asialic” Mode of
Productlion, etc.), Russ. ed., Moscow, 1929.
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the proletarial”, “socialist economy” and “the economy of
the epoch of world communism”™! In all, he enumerates
ten types of economy and modes of production. Having
wrongly understood or inlerpreted Lenin’s remarks, he
declares that Marx understood capitalist, but not pre-
capitalist modes of production.

All this nonsense has been rightly refuted by our histor
ians. Anyone who has an inkling of history knows thal
feudalism and “serfdom” in Europe were closely inter-
linked and often alternated.

Marx writes: “To whatever exteni rent in kind is the
prevailing and dominant form of ground-rent, it is further-
more always more or less accompanied by survivals of the
earlier form, i.e., of rent paid direclly in labour, corvée-
labour, no matter whether the landlord be a privale person
or the state.”=

As regards the “economy of small commodity producers”,
Dubrovsky quotes Marx, and the guote itsell proves that it
can be found in the most widely differing epochs of world
history. Thus, if it can be found Loth in the ancient epoch
and under capitalism, i.e., within various modes of produc-
tion, it follows that il cannct be a special mode of produc-
tion.

Dubrovsky's tenets were refuted but the actual [ounda
tions on which his faulty concepl rests have never been
criticised. It is based on a complete ignorance ol dialectics.
To him A is always A, and B is always B. He cannot under
stand that a phenomenon seen from one angle may be A,
but becomes B when seen from another. Lenin’s famous
example with a glass by which he attempted to explain
dialectics to Bukharin does not seem to have convinced
Dubrovsky. Or to take another example. Gold is always
gold. But in the mining industry gold is an ore, in metal-
Jurgy—a metal, in chemistry—an element, to a goldsmith

-a raw material, to a Shylock—the embodiment of wealth,
to a commodily producing economy—a measure of value,
under capitalism—world money, to an emission bank—the
backing of the banknotes issued. In each case il is the same
gold and yet it is far from being the same thing.

! G. Dubrovsky, op. cit., pp. 17-19.
2 Karl Marx, Capital, Vol. III, p, 794.
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Dubrovsky’s mistake is rooted in a false, undialectic
understanding of the famous place in the Preface to A Con-
tribution to the Critique of Political Economy, where Marx
says: “At a certain stage of their development, the material
productive forces of society come in conflict with the exist-
ing relations of production, or—what is but a legal expres-
sion for the same thing—with the property relations within
which they have been at work hitherto.”!

Any Marxist realises that production and property rela-
lions are one and the same thing even when regarded from
differenl viewpoints.

This remark by Marx is inlerpreted by Dubrovsky and
also by E. Iolk and some other opponents of the Asiatic
mode of production without any regard for the principles
of dialectics. The “legal” is parlk of the ideological super-
structure: for this reason, they say, property relalions are
not a component part of the economic basis and have
nothing in common with production relalions. "It is quite
obvious.” Dubrovsky declares, “that property relations, and
land relations, in particular, are not a basic but a super-
structural phenomenon. . . "

Ile repeats this over and over again in his book. Being
unable to understand that two different things can create
an enlity, that property relations and production relations
are one and the same thing, he wriles: “The quoted excerpts
do not change Marx’s and Engels’s basic proposition that
it is not the forms of properly that determine the mode of
production, but vice versa—that they arc delermined by the
mode of production and production relations.”® Moreover
he says: “It would not enter a Marxist’s head to explain
the mode of production by property forms. .. "

It would be difficult to make a more serious blunder,
First he splits up an entity, then declares that the two
resulting parts have nothing in common.

Marx writes: “It is always the direct relationship of the
owners of the conditions of production to the direct pro-
ducers—a relation always naturally corresponding to a

1 Marx and Engels, Selected Works, Vol. 1, p. 368,

2 . Dubrovsky, op. cit., p. 27.

3 Thid., p. 142.
4 Ibid., p. 143.
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definite stage in the development of the methods of labour
and thereby its social productivity—which reveals the
innermost secrel, the hidden basis of the entire social

structure. . ..

This means that the development of the productive forces
determines the mode of production and the property rela-
tion, forming an entity with the former. In pre-capitalist
social formations property relations determined the rela-
tions of lordship and servitude.

Marx also wrote: “In all forms in which the direct
labourer remains the ‘possessor’ of the means of produc-
tion and labour condilions necessary for Lhe production of
his own means of subsistence, the property relationship
must simultaneously appear as a direct relation of lordship
and servilude.”?

This shows that Marx unites the preductive forces,
property relations and relation of lordship and servilude
into the mode of production.

Let us attempl lo explain this in the simplest way pos-
sible. Every normally thinking person will rcalise that:

if the land and waler were nol state property but be-
longed to the direct producer of malerial wealth, there
could not have been an Asiatic mode of production.,

If, in addition to the means of production, the producers
of material wealth had not been the property of the slave
owners, there could have been no ancient mode ol produc-
tion,

If the land had not been the property of the feudal lord
but had been owned directly by the producer of material
wealth, the peasant would not have been dependent on
him (serfs) and there could have been no feudal mode of
production.

If the means of production were not the property of the

capitalist, and the workers were not deprived of them,

there could not be a capitalist mode of production.

The mistake of Dubrovsky, Iolk and many others is all
the more remarkable since they themselves witnessed the
birth of the socialist mode of production. They should
have seen that it was insufficient merely te overthrow the

! Karl Marx, Capital, Vol, III, p. 791,

4 Ibid., p. 790.
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political power of the bourgeoisie, that it was also neces-
sary to confiscate their property in the form of means of
production, to ftransform them from private to public
ownership in order to lay the foundation for a socialist
mode of production. To assert that the property form has
nothing in common with the mode of production is sheer
stupidity.

For the sake of clarity we should like to elucidate some
of the principal propositions explaining the category “mode
of production”.

1) The expression “mode of production” is a scienfific
abstraction, a singling out and summing up of the decisive
properties of social production. It never existed in a pure
form. “We are only concerned here with striking and gen-
eral characteristics; for epochs in the hislory of society are
no more separated rom each other by hard and fast lincs
of demarcalion, than are geological epochs.”

2) Modes of production are not immutable. They are in
a state of constant change. The main reason for this is the
development of the productlive forces which, at a certain
historical slage, undermines the existing mode of produc-
tion and creates? the shoots of the new mode of production.
It is precisely to these constant changes that Marx coun-
terpoised the permanency—naturally not absolute—of the
Asiatic, and particularly the Indian, form of economy.

In addition to the development of the productive forces,
several other faclors play an important role in changing
the mode of produciion, one of the most important being
that of force. The invasion of the Roman Empire by the
Germanic iribes accelerated the transition from a slave-
owning to a feudal mode of production; in America, Euro-
pean colonialists created a new capitalist economy based
on slave labour; the conquest of India by Britain destroyed
or at least accelerated the downfall of India’s economic
system, etc.

In connection with the division of society into the
owners of money and commodities on the one hand, and

I Karl Marx, Capital, Vol. 1, p. 871,

2 The socialist mode of production is an exception: only the pre-
requisites for the transition to socialist relations mature under capital-
ism: there can be no socialist production within the capilalist frame-
work.
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workers on the other, a condition typical of the capitalist
system, Marx wrote: “It is clearly the result of a past
historical development, the product of many economic rev-
olutions. of the exlinction of a whole series of older forms
of social production.”

But this chain of historical changes is dialectically inter-
linked with historical unity, for it is only logical that every
new mode of production, once it has become dominant,
must begin with the productive forces it inherits from ils
precursor.

In the final analysis, it is not only on a world scale, but
also on a national scale that remnants of the past and
shoots of the future mode of produclion live side by side,

Marx declares: “Bourgeois society 1s the mosl developed
and most diversified historical organisation of production.
The calegories expressing ils relations, and understanding
of its organisation, enable also us to penelrate into Lhe
organisation and production relations of all the extincl
social forms, of the bils and elements of which it is built,
partly dragging along remnanls not yet overcome, parlly
developing to the full what formerly was no more than an
indication.”?

This is also true of lhe present epoch of monopoly
capitalism. After the liberation of a large number of the
peoples in Central Africa from colonial dependence, it was
found that in a number of cases the ancient fribal system
had been preserved almost unchanged. In South Germany,
Austria and Swilzerland there still are remnants of the
former Germanic communal property of land in the form
ol communal pastures and forests, which are used joinlly
by the local peasants. Almost open slavery continues to
exist in the Portuguese colonies, where the state forcibly
“enlists” workers for work in the Rhodesian mines, etc. In
Saudi Arabia slavery was officially abolished only on
November 6, 1962; in practice it continues to exist to this
day. In Eastern Turkey there exists an almost classical
feudalism, and some landlords own up to b00 villages.
Strong remnants of feudalism have also been preserved in

(arl Marx, Capital, Vol. I, p. 169 ({italics mine.—¥. V.).
{. Marx, Grundrisse der Kritik der Politischen Okeonomie (Rohent-
wurf). 1857-1858, S, 25-26.
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the south of Italy, while, at the same time, monopoly capital
has fully developed in the north—this in spite of the fact
that Italy is a comparatively small country.

There is not and never were ‘“‘pure” modes of produc-
tion; they all undergo constant changes. In addition to the
dominating one there are always survivals of past and
shoots of future modes of production (socialism being the
sole exceplion).

3) All class-anfagonistic societies, irrespective of their
mode of production, are based on the exploitation of the
direct producer of malerial weallh. Marx says thal wher-
ever a part of society has a monopoly over the means of
production, the direcl toiler must volunlarily or inveolun-
tarily produce means of subsistence for the owners of the
means of production.

This refers also to the Asialic mode ol production,
although in that instance the stale was the owner of the
land, the decisive means of production. “We must not
forget,” Marx said, “that these idyllic village communilies,
inoffensive though they may appear, had always been the
solid foundation of Orienlal despolism.... We must nol
forget that these little communities were contaminaled by
distinclions of casle and by slavery....”!

4) In all class- onistic societies there is a conslant

class struggle.
5) All pre-capitalist modes of production are based on
(a) the production by the dircet producer for his own
needs and (b) the needs of the exploiler, the owner of the
means of production; only a small share of the output
assumes a commodity form. In addition to the generally
low level of development of the produclive forces a vital
role was played in this respect by the absence of transport
facilities capable of conveying bulk cargoes over land.
Draught animals were the only means of transportation.
Bulk cargoes could be shipped only by water, but here too
the volume of shipments was limited by the small capacity
of the vessels and the absence of mechanical movers. Ves-
sels had to be hauled upstream by men or animals.

In summing up we can say the following: historical
modes of production never existed in a pure form, they are

dallte

I Marx and Engels, On Britain, p. 397.
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variable and constantly changing—the dominant mode of
production lives side by side with remnants of the former

and shoots of the coming mode of production; different
modes of production have some features in common. For
example, every class-antagonistic society is based on exploi
tation and is the scene of constant class struggle; all pre-
capitalist modes of production are based on production for
the salisfaction of personal needs; at present the Asiatic
mode of produection is not dominant anywhere in the world.
It was on lhese points that Orientologists based their
assertion that the Asiatic mode of production is a lype of
feudalism. In our opinion this is both an unnecessary and
unwarranted correction of Marx’s original concept.

If we were lo examine lhe Asiatic (Oriental) mode of
produclion as it was depicted by Marx, and classical feu-
dalism as it existed in Western Europe, as scienlifie
abstractions, and then compared the two, it would become
quite clear that we are dealing with fwo entirely different
nodes of productlion, having different superstructures.

Under the Asiatic mode of production the land—ithe most
important means of produclion—was stale property. Under
classical feudalism it was the property of the feudal lords.
“Nulle terre sans seigneur” says the law of feudalism. The
land was inherited en masse by the eldest son (thal the
land was considered a fiel {rom the king, which he put at
the disposal of the feudal lord, and which, in the absence
of heirs, was supposed to return to the royal house, was of
little practical significance).

According to Marx the Asiatic mode of production existed
in desert areas, where rainfall was scarce and the popula-
tion concentrated on small irrigated strips of land. There
was no shortage of labour. Irrigated land was very expen-
sive. Typical in this respect is that the measure for land
in China, the mu, is iz of a hectare. For this reason land
censuses were made even in ancient times and the owner-
ship of cultivated land was registered.

Under classical feudalism there was plenty of land but
nol enough labour to work it.

For this reason feudal lords attacked neighbouring
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regions, captured peasants and cattle and moved them to
their own lands.

Documents from the Middle Ages clearly show the dif-
ference in value attached to land and to labour force. When
feudal possessions passed to a new owner, boundaries were
only roughly delineated: from such and such a river
to such and such a mountain, from the highway to the
forest, etc.

In contrast, any transfer of labour force was described
in detail; not only was its number shown but also its par-
ticular skills, e.g., two blacksmiths, two carriage makers,
three coopers, ele. In Russia, right up to the first hall of
the 19th century not only the dessiatins of land but also
the number of serfs was mentioned.

Under the Asiatic mode of production the slate is Lhe
only primary owner of the surplus product created by the
direct producer—of the ground rent in the form of taxes.
All the exploiting layers receive their uncarned incomes
through the state.

Under feudalism the landowner is the direct exploiler,
appropriating both the Iabour rent and the rent in kind.
The state has nothing, or very little, to do with it.

Under the Asiatic mede of production the stale fullils a
function vitally important for the population: it builds and
controls irrigation systems. They can be built only on large
areas and wilhout them there can be no agricultural pro-
duction in these arid regions (they also serve as protection
against {loods). This gives rise lo a strong cenltralisation ol
slale power which ofien assumes the form of an “Asiatic
tyranny”, in which officials are appointed for definite
periods. The state takes measures to see that food reserves
are laid in against possible bad harvests. The well-known
biblical story, according to which Joseph advised the
Pharaoh to lay in stocks of grain during seven fertile years
to provide for the succeeding seven years of draught,
reflects the existence in Egypt of the Asiatic mode of pro-
duclion at the lime the Bible was written.

Under classical feudalism the feudal lord himself fulfilled
most state functions, and the state had no economic role
to play. The feudal lord was the concentrated embodiment
of all forms of exploitation: he ruled the peasants with the
help of his armed soldiers, presided over them in court,
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could fine them, imprison them, condemn them to death
and execuie them. Every feudal lord was supreme master
of his possessions. The king was the primus unter pares.
In some countries, such as Germany, Poland, Hungary, the

king or emperor (during some periods) was elected by the

feudal lords. His power extended only to his own posses-
sions, and no further. If a powerful feudal lord became king,
he sometimes subjected the weaker lords to his power. But
this was the exception rather than the rule.!

The feudal state—if il can be considered a single state
at all—did not have any cconomic, administrative or legis-
lalive functions. These were fulfilled by individual feudal
lords. Even the waging of wars was essenlially their
domain. The state troops were actually the sum total of the
troops of the feudal lords, and fought under their own
banners, The king could declare war but the feudals could
refuse to send their troops. If they arrived, the war began,
if nol, there was no war.

The above shows that the nature of the Asiatic mode of
production differs fundamentally from that of the [eudal
]

.'_JI

moce

production and that there is no reason to reject
Marx’s classilication and to characterise the Asiatic mode
as a variety of leudalism.

There is no nee

for detailed historical studies to decide
whether an Asiatic mode of production really existed or
not; it was never a question of whether such a mode histor-
ically existed, but whether it should be regarded as an
independent mode of production or as an Asialic varicty
ol feudalism.

Yet, to convince those who may still doubt its existence
we shall poinl cul to two important facts.
a) In bolh African and A

) an deserts; towns have been
found buried by sand; indeed archaeologists are constantly

discovering more. HHow could towns with large temples,

I It was only when feudalism was disintegrating, when the “third

estate” thalt gave birth to the bourgeoisie had already emerged, when
the infantry began to take the upper hand in battles with the cavalry

of the feudal lords, that “absolute monarchies” based on these forces
could emerge.
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pyramids, etc., grow up in the middle of the desert? Consid-
ering the low level of development of the productive forces,
how could the large population inhabiting those towns live
without irrigation systems, i.e., without a strong central
power building and controlling the water system; or, in
other words, without an Asiatic mode of production?

b) In Oriental languages, as we nolted above, there is no
word for “landowner”. Language is a product of history.
How can we explain the absence of this word in the
Orient, if there was no Asiatic mode of production bul
feudalism and landownership?

It is far more difficult to find documentary cvidence to
prove the existence of the Asiatic mode ol ;I:nullul-iiun. The
lack of sources relating to these ancienl times is respon-
sible for vacillations in the views of scholars. We shall quote
Academician V. Struve. .

In 1928 he denied the existence ol an Asiatic mode of
produclion. ' '

In 1931 he declared that the Asialic mode of production
had existed in ancient Egypt: “Afler studying all
facts, I...have come to the conclusion thalt there really
was in Egypl some sort of a special formation which cannot

be called feudal.... Work on irrigation systems preserved

this primeval communily . . . even aller the exploiting ruling

clique had separated from it.... Only by preserving this
community could the public works necessary to irrigale the

land be carried out. . .. Typical of the Asiatic mode ol pro-
duction was that owing to the institution of public works
for irrigation the community did nol disintegrate, was arti-
ficially preserved. It is also noteworthy that it continued
to exist until comparatively recent times, right up to the
Ptolomean epoch.”t : L
Speaking of the vital importance of water in Egypt he
said: “The Egyptian peasant ...in many cases owned land
but did not own the water, and was only granted the use
of it. To show that he is subordinated (o someone, tl.l(.?]
Egyplian says: 1 am on his water, or, ]. am on ]]I.‘ﬁl ('{-.llla!."“
“Academician Struve gives his conclusion in the following

1 Diskussiya ob aziatskom sposobe proizvedsiva (Discussion on the
Asiatic Mode of Production), p. 96.
2 Ibid., p. 97.
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sentence: If I should be asked how long the Asiatic mode
of production existed in Egypt, I should say that it existed
up to the Roman epoch, when Roman rule introduced a
different formation.”!

Later Struve again declared that there was no Asiatic
mode of production in Egypt, that it was a slave-owning
sociely. '

An identical state of affairs is said to have obtained in
China. I shall abstain from offering an opinion on the then
widely discussed question of whether or not there really
existed an Asiatic mode of production in China, since I,
like the majority of the parlicipants in the discussion, do
not possess sufficient qualificalions to give an expert
')1.‘1]1[(}[].

China is a very large country; it was inhabiled nol only
by the Chinese but also by olher peoples who were at a
lower stage of development. Her history is many thousands
ol years old, and has witnessed class battles, coup d’¢tals,
foreign invasions, ete. It is therefore even more difficull
to study the constantly changing, distintegraling and inter-
twining modes of production in China.

Another major difficulty lies in inlerpreting Chinese
writings dating back four thousand years, since the charac-
ters then used were far more complicated than those used
at present. Among Chinese scholars there are wide dil-
ferences of opinion on how these ancient characters should
be deciphered.

The differences in the interpretation of a single charac
ter could give rise to differences of opinion as to whether
somewhere, at some period or other there existed a feudal
or some other social system in China.

We mainlain that the Asiatic and feudal modes of pro
duction are two different modes and that the former also
existed.

# #* #

Today, thirty years after the discussion on whether the
Asiatic mode of production was a variation of feudalism.
it is difficult to see why the existence of this mode of pro-

| Diskussiya ob aziatskom sposobe proizvodstva, p. 99 (italics mine—
¥, V). .
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duction was denied with such stubbornness and why Marx’s
proposilion was misinterpreted. This is all the more sur-
prising if we remember that the Comintern Programme
accepted by all Communist Parties three years before the
discussion, spoke of countries in which there were still
remnants of that mode of production.’

This problem was of both scientific, political and sirategic
interest to China. The opponents of the Asiatic mode of
production declared that everybody (including the author
of this book) who did not recognise the social order in
China of lhe twenties as ordinary feudalism was a political
enemy. Such an attitude barred the way lo a solution of
these important questions.

1t would be a waste of time to go into a detailed analysis
of the arguments advanced by the opponenis of the Asialic
mode ol production. Since they did not understand Marx’s
dialectical method, did not heed his repeated warnings that
every gencralisation must be based on a detailed study and
analysis of concrete facts, their arguments, based on quota-
tions taken out of context and misinterpreted, boil
down to a statcment that Marx was a bad Marxist, and did
not understand Marxism!

Iolk, one of the participants, declared that “the theory
of the ‘Asiatic’ mode of production” contradicts. . .the basi
principles of the Marxist-Leninist teaching on society. .
this in spite of the fact thal in his Preface to A Contribu-
tion to the Critique of Political Economy Marx attaches
equal significance to the Asiatic, ancient, feudal and capital-
ist modes of production as epochs in the historical develop-
ment of humanity.

This was not just a statement made in the heat of the
discussion. He repeats his view in the magazine Pod zname-
nem marksizma (Under the Banner of Marxism). ™. . . The
conception of a special ‘Asiatic’ mode of production is es-

el < |

1 The most rabid opponents of the existence of the Asiatic mode
of production tried to juslify their stand by saying that in the Pro-
gramme the term “Asiatic mode of production” was given in inverted
commas. In their opinion this should be interpreted as a denial of that
mode. But why should the Programme mention the Asiatic mode of
production at all if it was of absolutely no importance? The inverted
commas were a concession to the doublful.

2 Diskussiya ob aziatskom sposobe proizvodstva, p. 68.
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