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Economics and Economic Policy in the
First Quarter of 1929.

(Concluded down to 15th April, 1929.)

By E. Varga.

The World’s Economy in 192S8.

We shall attempt in the following to include the economic
telopment of the year 1928 in the analysis furnished by the
World Congress of the Comintern in regard to the world
lation, with the contents of which analysis we presume our
{ders to be familiar. We shall therefore get down to facts
aight away.

The Formation of Production.

We publish below a comparative table of the development
world production, in so far as reliable figures in this regard
¢ available. Two things must be specially remarked in con-
ction with the data in question.

a) Total figures regarding production are only available
r raw materials, seeing that the different quantities of finished
ods (with few exceptions. such as shipbuilding or automobiie
nstruction) do not allow of their comprehension in aggregate
wres. It is to be presumed, however, that in general the
tiput of finished goods will be parallel to that of raw ma-
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terials, since afier accumulating certain stocks raw-material
production must adapt itseli to demands. It may, furthermore,
be supposed that, as a result of the technical progress in the
direction of standardisation, the same quantity of fuel, raw
and accessory materials now yields a relatively larger quantity
of commodities than was the case before the war Finally, it
must be pointed out that the emormously rapid development ol
the chemical industry since pre-war times could not be taken
into consideration in this table for want ol the necessary
comprehensive data.

b) The accuracy of these returns, especially those referring
to agricultural products, is not great. At the same time,. it
may be remarked that, in consequence of the sameness of the
sources of error, the deviations from reality from year to
year afiord a certain dynamic uniformity,

The Most Important Output-Returns of Inter-
national Economy.
In millions

1009—13 1925 1926 1927 1923a
Foed
Wheat b) . . .. . . output tons 82,2 90,2 91,8 5,0 100,8
Ryeb) ... ........ " . 26,1 256 20,4 22,4 23,4
Barfey b) . . .. ... .. - . 287 30,9 2,5 309 35,8
Oatsb) . .. ... .... " s 92,1 58,2 53,8 52,6 7.6
Maize . .. ... ... .. " . 1029 1136 107,0 1078 14,0
Rice . . . . . .. .. ... - ” 77,5 83,3 81,6 85,4 —
Potatoes b) . . . .. .. . ., 1286 1436 1209 1469 141
Beet Sugar b) . output Double centaes 69,7 73,2 69,1 76,2 77,2
Cane Sugar . N - " 9,9 1650 1592 1573 166,0
Textile Raw Materials
Cotton. . . .. .... Production tons 4,84 6,0 5,99 1.8
Cotton. . .. ... Consumption bales 23,3c) 23,2d) 24,7¢) 26,4 253
Wool . . . .. .. + . . Produktion kg. 1463,0 13200 1405,0 — -
Sitk. . ...« ... » » 202 458 47,2 49,0 —
Artificiat Silk. . . . . . ” 14,1f) 87,0 Q5 1300 138,0
Caoutchouc . . . .. " 114,0f) 504,0 6120 6140 6200
Fuel
Hard Coal. . . .. .. . tons 1098,0 1187,0 1177,0 1230 12350
Mineral Oil ., . . .. Barrel 383,0 1065,0 10830 12400 12740
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1009—-13 1925 1626 1927 1928a) come of the endeavours of individual enterprises to ir:. 4
Metals their sales through a reduction of prime costs thus refiec:
Iron . ... ... ... Production Tons €83 769 715 €67 8,  entire contradiction between production and the possibili
Steel. . ... ..... . . 652 008 91,6 1020 1072  sale in the capitalist world.
Copper . . ...... » kg 1030,01) 1443,0 1491,0 15100 1602,0 L .
Lead. ... ...... . o 1194,00) 15240 1587,0 1643,0 1620,0 Rationalisation and Unemployment.
.f.'i?]k o " * ?;g’gg 1::;,(()) _.12;3,'(()) lisgtg l?gé'g Besides putting out of operation a great part of tr: |
Alumigivg o o : : 63:0f) ,79:0 2110 2130 ! ductional apparatus, rationalisation also entails
God. . .. . ... . , 1000 , 7680f) 5030 600,0 6000 606,0 release of broad masses of workers irom the actual proc-
Silver . . ... .. .. . 1000 , 696401) 75140 74540 74540 , —  Production. L _
s Apart from seasonal and other business influence:
Shipbuilding v absolute number of unemployed increases from year to ycr
Tonnage Launched 1000 gross tons . . .3333,0e) 2193,0 16750 2286,0 +2699,0 The numnber of workérs employed by industrial capjui‘
Automobiles : engaged directlﬁ in producing surplus value is relauve:
millions . . . . — 49 50 41 53 clining, while the number of such workers as are empk:

a) Preliminary tigutes. b) Without the Soviet Union.
d) 1924 to 1925. e) 1925 to 1926, f) 1913.

A closer investigation of the above table of world pro-
duction will show that throughout the year 1928 the increase
of output over the preceding years confinued to obtain. Apart
from grain, however, in which regard the outcome of the
harvest owing to weather conditions is mainly decisive, the
rate of progress was far slower in its percentage proportion
than in the preceding years. In the case of a number of
important commodities, such as coal, iron and lead, there was
even a slight recession. The general rate of development was
therefore far slower than in 1927 and 1926,

If we compare the data for the last few years with those
of pre-war times, we shall remark a considerable progress. In
this connection, however, there are certaf points to be taken
into account, -

a) The increase in output is relatively far smaller in the
case of such materials as figure in the Marxian scheme as
“raw materials of the second division” (output of means of
consumption) as in that of the “raw materials of the first
division” (output of means of roduction). If we take into
consideration the increase in the population over pre-war
times — amounting to about 10 per cent, between the average
of 1909—1913 and the close of 1928 — it is obvious that the
standard of tood and clothing ©f the population of the world
cati be only very slightly belter now than it was before the
war. On the other hand, the vigorous increase in the output
of metals points to a rapid extension of the apparatus of pro-
duction.

b) Although the progress in the output of raw materials
of the first division in the last four years was very considerable,
its rate does not exceed that of good business cycles in pre-war
times. As regards iron and steel, for instance, their output
before the war increased on an average by about 70 per cent.
every ten years. In Germany in particular there were instances
in which the iron and steel output increased in ten years by
as much as 100 per cent.

On the other hand it must not be forgotten that prior to
the war the new construction of railroads and ships absorbed
far greater quantities of iron and steel than have been required
for such purposes of late years. In comparison with pre-war
times the construction of railroads is now insignificant, while
shipbuilding is also far smaller than it then was. This means
that for the expansion of the productional apparatus in the
narrower seunse of the word, i. e. without the construction of
means of transport, a still greater quantity of metals is em-
ployed than appears from the above figures.

The augmentation of the apparatus of production is pro-
ceeding at a greater rate than the increase in production on the
whole, which means that there is a great accumulation.

From this situation there results a growing coniradiction
between the respective conditions of output and sale, between
the productive capacily and the consumptive power of society
under the given conditions of income.

The difficully of disposing of his goods are attributed by
the individual capitalist producer, who is embarrassed by com-
petition. to the high costs of output of his own goods. If he
were able 1o prcduce more cheaply, he could dispose of more
goods at the cest of his competitors. Hence the efforts in the
direction of a reduction of prime costs, which are the main
characteristic of rationalisation. But the reduction of initial
costs by means of rationalisation is only possible by increasing
the productive capacity of the works in question. The out-

¢) 1912 to 1913

the i

connection with circulation and consumption is relatii:

creaging.

&ﬁn the period between 1919 and 1925, there was :
Ullited States (according to the census returns), with
ception of the building trade, an absolute decline in the n:
of workers employed by industrial capital (agriculture, in:. 4
mining, railways). v

We shail here illustrate this development with the 4
of the British returns. Since 1023, the British Ministry i~
bour has every July made a census of the insured e .
and unemployed workers. both according to professions. |
eliminate such as obviously do not come under the h::
industrial capital, such as workers employed in comr
banking and financing, State and local administratior.
entertainment, grouping these together and comparing
with the sum total of the other occupations, we get the
wing movement in the number of

those actually em:
(unemployed excluded).
July
1923 1924 1925 1926 1627
Sum Total of Employed in all
Occupations 100 100 100 102 1®

Thereof in Service of l.ndl.xst.riai

Capital . . . . . . . 776 79.1 753 74.2 74t
Thereof not in Service of Indust.
Capital , ., , , 224 209 247 258 o34

Expressed in absolute figures the development stands as ic/:
culled from the Ministry of Labour Gazette™)

Number of Employed
in July, in Thousands

In Service of Not in Serice

Toget:t:

Ind. Capital of Ind. Capital
1923 7,897 2,281 10.153
1024 8.206 2,167 10.373
1925 7,952 2,613 10507
1926 7645 2.658 103
1027 8,214 2,803 11110
1928 1,705 2,799 10.354

Thus in Great Britain, too, there is a tendency, albsi: =
pronounced than in the United States, towards a diminutic
the absolute number ol workers employed by industrial ca:

Similarly to the case in the United States, the dimini.
since 1924, the year of industrial censuses, in the numbe
workers employed by industrial capital has been accomp.r:
by a stable, or possible even slightly increased, produ: :
Thus the 1

Oulput Index of the “London and Cambrid:{
Economic Service”

shows the following figures (on the basis of 100 to repres

1913):
1928
91.0

1024
90.9

1925
87.1

1926
67.0

1927
96.2

The daia of the “Economist”, which are not collected "
any total index, even point to an increased production. v !
the basis of 10G for 1924, they figure as follows for 1928:

Imports
Raw Materials Coloured Metals
101 113
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Consumption
Iron & Steel Cotton Rubber Coal Electric Energy
88 100 212 9 110

i As we see, there has been a positive decrease in Great
Jain since 1924 in the number of workers employed by in-
ial capital. in the face of a more or less stable volume of
uction. The year 1927, with its vigorous rise in the number
sorkers employed and in the volume of products, merely
e up for the great deficiency of the preceding year of the
t strike.

%)a the United States there are no new census returns in
‘ard to the number of employed workers. However, the
‘mthly statistics of the Federal Reserve Board and the Bureau
abour in regard to typical leading industrial concerns
loying together about three million workers, prove that
fitendency evinced by the census figures for the period from
rD to 1925 has still continued during the last few years. The
fiber of workers employed continues to decline in the face of
Itimul!aneous vigorous rise in the volume of output. The

} Index of the Federal Reserve Board
il . -
ziws the following comparative figures:

q 1924 1925 1926 1927 1928
ex of Production . [/ 95 104 108 106 111
95 95 96 92 8938

Jex of Workers

r+ We shall shortly attempt to establish similar figures for
rmany to those given above in regard to Great Britain.
would appear, however. that in Germany this development
ty started a few years ago, in which connection, moreover,
: influence of the exceptional business development cannot be
ogether eliminated.
The decisive fact, however, remains that the absolute num-
r of unemployed in Great Britain and in Germany, as also
certain smaller countries of Europe, was greater throughout
28 than in 1927. On the basis of the above Federal Reserve
sard returns, we can assume the same to have been the case
roughout the year in the United States too. There therefore
mains the very important fact that it is just in the most
«hly developed countries that capital is least able to supply
lequate employment for the workers. The old thesis of bour-
:0is economy, according to which the capitalist system of
‘oduction aflords every one willing to work the opportunity
earning his living. has definitely and obviously suffered
iipwreck. The collections now being made in. Great Britain
nder the patronage of the Prince of Wales for the support
i the starving unemployed miners are the most flagrant proof
i the general crisis of capitalism.

The Price Formation and the Fight for Markets.

If it is true that the fight for markets is particularly ap-
wrent at the present stage of capitalism, it would stand to
‘ason that the price level should show a downward trend.
‘e here reproduce the

Formatior of the Price Indices in Certain
Countries with Stable Currencies

(On the Basis of 100 to Represent 1913)

i - T
- -
o i=1 = g -

& ] = ) & S =)
23 L. 1609 1418 155 161 161.6 1603 1483
200 . . . 1494 1344 145 149 1445 1502 1433
27 . . . 1437 1376 148 146 1422 1516 1367
¥ . . . 1409 1400 149 148 1446 1504 140
n. 1928 1415 1387 133 148 1447 1513 138
ec. 1928 . 1365 1399 148 145 1452 1486 1385

1) “Economist”.
*) Statistisches Reichsamt.
) Bureau of Labour.

If we examine this table, we note that there was an all-
round reduction in the price level only between 1925 and 1926.
On the other hand, the last three years show a progressive
reduction of the price level, such as might theoretically be
expected, solely in the instance of Great Britain. In the great
majority of countries, therefore, the undeniably acute price
compelition existing on the world market has not been re-
flected of late years, the main exceptions being Great Britain
and Canada. This, of course, refers to the countries with stable
currencies, the indices of such states as have only recently
stabilised their currencies not being comparable in this sense,
since their process of adaptation is not yet completed. In the
course of 1928, however, most of the countries show a greater
or smaller sinking of the price-level,

The question thus arises how it is that the price indices
do not reflect the accentuated competitive struggle in a cor-
responding falling off in the price level. This is explained by
the fact that, with the exception of Great Britain, all the coun-
tries indicated have high protective tariffs. The price indices
reflect the price movements on the home markets which are
greatly proteciec against the price-depressing effect of inter-
national competition by high customs-duties and internal mo-
nopoly systems. It must. furthermore, be remembered that these
indices contain the average of the price formation of all goods
under consideration, including agricultural produce the prices
of which greatly depend on the outcome of the harvests. It is
a well-known fact that in the countries with protective-tariifs
the export-pricec of the self-same goods are far below their
home prices, and that the finished goods, in regard to which
competition on the world market is greatest, are little suited to
figure in the price indices in view of their varied and fluc-
tuating quality. We know that a number of good., such as coal,
rubber, oil, and artificial silk, have greatly fallen in price
during the last few years. We also know that the world market
prices of the products of the inetal-working industries, viz.
ships. rolling-stcck, machinery, etc., have been greatly depressed
in price. All this is reflected very slightly, if at all, in the
price indices indicative of the internal price level. It is only the
pricz2 index of a still predominantly free-trading country like
Great Britain that shows the theoretically natural development.
The price indices of the protective-tarilf countries are quite
unsuitable for the purpose of estimating the price formation
on the world market; there would have to be a special price
index of world-market prices to enable us to record in figures
the effects of the increased fight for international markets.

The struggle waged by the bourgeoisie for the control of
the world market has led to no noteworthy increase in the
volunie of foreign trade. The returns of international foreign
trade are only to hand for the first three quarters of the year.
According to “Wirtschaft & Statistik” (1929, No. 1) they figure
as follows:

Foreign Trade Turnover of 33 Countries
(Expressed in Millions of Pounds Sterling)

1027 1st Quarter 2,735
2nd Quarter 2,750
3rd Quarter 2,725
4th Quarter 3.005
1028 1st Quarier 2.880
2nd Quarter 2,760
3rd Quarter 2,780

The foreien trade of these 33 countries constitutes 83 per
cent. of that of the whole world.

Unreliable as the statistics regarding world output and §

world trade undoubtedly are, it is obvious that the increa<e
in output in 1928, especially in view of the good harvest, was
greater than the increase in foreign trade. It follows that the
foreign trade of last year contributed nothing to the solution

of the general disparity between output and market possibilities.;

If the above figures are divided into exports and imporis;
and if Europe is compared with the extra-European countriesy
the survey lor the last quarters will figure as follows:

L Te—r

-



Foreign Trade of Important Countries?)
(Expressed in Millions of Pounds Sterling)

Imports Exports
3 g
N :é‘r o §:~

es G = 2t &g -

k2 2 0§ g3 EE 3

[]8] wo = mo mo =
2nd Quarter 1927 . 930 540 1,470 710 570 1,280
3nd " 1927 . 895 325 1,420 755 550 1,305
1st » 1928 . 970 550 1,520 735 625 1,360
2nd ” 1926 . 940 520 1,460 725 575 1,300
3rd ” 1928 . 925 515 1,440 11 565 1,335

The increase of imports and exports is pretty much the
same both in the European and in the non-European countries.
1t is obvious that the import figures should be higher than the
export figures; this is a natural result of the fact that the same
goods are valued higher in importation than in exportation,
the difference being accounted for by the costs of oversea
transport, intermediate profit, loss on inferest, costs of in-
surance, efc.

Gold Movements, the Capital Market, and the
Stock Exchanges.

The past year was characterised by a fight among the cen-
tral banks (the bourgeoisie) of the individual countries for the
increase of their gold holdings. It has turned out that a
transition from an actual gold currency, with an internal gold
circulation to a gold-standard currency without any circulation
of gold within the country but a use of gold for international
traftic, has by ro means had the effect predicted by bourgeois
economists such as Cassel and Keynes of a diminished require-
ment of gold on the part of the central banks. On the con-
trary, the table subjoined indicates for the last few years a
perceptible increase in the monetary gold holdings of Europe
and a diminution of the amount of gold in the United States,
which is nevertheless still very great.

The Monetary Gold Holdings of the Warld
at the Close of the Year?)

(Expressed in Thousands of Pounds Sterliny)

1925 1026 1927 1028

Europe .o 681,030 755,950 795.250 948.600
thereof France . 149,200 149,200 167,800 263.000
Gt. Britain 147,700 154.330 155,650 157,400

Germany . 63,700 94.850 96.550 139,750

United States . 923,450 942,900 918.600 809.600
Other Countries 551,800 530,400 571,000 583,200
Whole World 2,156,300 2,249,200 2,284,850 2,401,400

The parcentage share of the great imperialist Powers in the
gold holdings of the world may be seen from the following table
(from the same sourse as the above):

Share of the Four Leading Imperialist Powers
in the Monetary Gold Holdings of the World.
(in Thousands of £)

1013 1026 1928
Gold Holdings of the World . 2,003,350 2.228,250 2,402,550
(Shares in Per Cent.)
U. S AL 19.2 423 36.2
IF'rance . 14.3 6.7 11.0
Cireat Britain 11.8 8.0 7.0
Germany 10.1 4.2 5.8

%) From “Wirtschalt & Statistik”.

») 21 countries,

%) 12 countries.

7y From “Wirtschaif & Statistik”, 1029, No. 1.

With the stabilisation of the currencies and the .
towards a maintenance and increase of the gold holding:
Kre-war inter-dependence between gold holdings and bankr

as been restored. At the present moment a British bad
of 5!/, per cent. compares with a German bank-rate of 4 1
cent, a proportion such as was customary before the
This does not mean that for the German industrialis:
merchant loan-capital requires practically the same amau
interest as in England. As a matter of fact, the discountrat
Germany is in general considerably higher than the bani-
while in Great Britain it is in general lower.

Formation of Discount Rates on the Ma: ‘w
Money Markets. i

(“Federal Reserve Bulletin” of February 1929, and *Econor :
Close of the Year.

e £ .

g 3 N 2

e Ex 58

P Sa £a é

New York 1027 . 3, 4 3.31 30
1023, 5 3t 4.61 v
London 1027 . 4/, 41516 431 G
1428 | 4ty 5 4,37 3.

Paris 1027 . 5 2.95 t

jas | 3, 3.41 3
Berlin 1027 . 7 9.10°) 6.87 T
1928 . 7 8.77 6.31 T

An outstanding feature of the past economic year i
tremendous increase in stock-exchange speculation and ir 1
significance of the stock exchange in general. The chief fear
are as follows.

1. A great increase in share-turnovers,
2. A great increase in share-rates,
3. A great increase in stock-exchange credits on secun:

The advances in regard to the dividend-bearing secu:’
reflect various factors, viz. the relatively low rate ol ines
on securities with a fixed interest-rate,. the hope of b:
business and hence of bigger dividends, and finally in sp=
cases the fight of various financial groups for the major: .
the stock and the control of the enterprise. The grea:: 7
crease is recorded in rates in France, where a low ra: -
interest coincides with an improving business position, wi:
as in Germany, where relatively high rates of interest -
chronise with a declining business position, the advance
been very slight. The rate-indices can naturally mot wet
compared with one another.

Obviously, the rates of the various shares furmish no x+
of distribution of profits. The formation of profits is conce:
by the most varied and complicated financing operations. «.
as bonus shares, new shares at low prices, or a reciprocs =
change of shares. By the emission ol various kinds of de.
tures, preferred and deferred stock, the proceeds are so .-
tributed that the small capitalists only receive a share ¢
mensurate to a return on loaned capital, in the case o
dependent small-capitalist enterprises even still less, while " -
difference between the rate of interest and the rate of p- -
of the monopolised concerns falls fo the share of the .
capitalists in various forms, such as founders’ shares, deier:
profits, investment in the concern, and the like.

Finally, the speculative operations on the stock exchan -
serve the same purpose. ‘The periodically recurring ri-
successively expropriate a number of small capitalists opera’ .
on the stock exchange in favour ol the big capitalists who
in a position to foresee the wain fluctuations if they do :
indeed. purposely bring them about. The expropriation of i
small capitalists in favour of the financial capitalists, the m:
outcome ol the inflation period in Continental Europe, is &
— especially in the Anglo-Saxon countries — taking the :+:
of an expropriation by means of stock-exchange speculatios

BT e

®) Advance on securities,
”) Monthly advances.
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Europe and the United States.

uring the world war the point of gravitation of world

 already obvious in view of pre-war developments. For
ne it seemed as though the relative preponderance of the
d States in relation to Europe was destined to grow

fz Producion of some Important
1

pmy shifted to the United States. This was an event which

greater and greater and that — as Trotzky put it — “the capital
of the United States was to place the capitalists of Europe
on a war-ration footing”. We here subjoin a table showing
the development in the output of certain important commodities
during the last four years in the United States and in Europe
and proving the inaccuracy of the above theory.

Goods in the United States and Europe

(In Millions of Units)

Europe United States
1925 1926 1927 1928%) 1925 1926 1927 1928'%)
Foodstuffs''):
Wheat  Yield i. Tons . 378 330 344 368 184 227 237 246
Rye w ow ow . 238 190 203 219 1.2 1.0 15 1.1
Barley »oomoow 151 150 149 16.0 4.7 4.2 5.8 7.6
Oats w o o» 260 278 268 273 21.6 182 173 211
Maize . e 159 169 124 9.5 740 672 708 735
Potatoes ,, ,, , . . . 1204 1044 129.6 117.0 8.8 97 109 126
Beet-Sugar,, ,, Dble. Cntls. 642 592 649 68.1 8.9 9.3 109 8.8
Textile Raw Materials:
Cotton Cons. in Bales 9.81%) 10.2%) 104 11.1 6.1 6.4 7.1 6.8
F A:t. Silk Prod. in Kilogr. 369 633 93.0 110.0 235 200 341 —
uel:
Hard-Coal Prod. i. Tons 545.0 463.0 610.0 585.0 3820 601.0 5448 4929
QOil - » Barrels 76.0 930 1040 114.6 7040 771.0 901.0 890.0
Metals:
Iron Prod. i. Tons 37.0 351 456 442 373 400 372 380
Steel oo . 108 405 524 510 46.1 49.1 457 51.2
Copper w s Kilograms. 100.0 1250 135.0 139.0 859.0 893.0 8372 8247
Lead w " , 371.0 3450 3860 — 696.0 725.0 7460 —
Zinc v oow “ . 5140 528.0 6180 — 520.0 561.0 5375 —
Aluminium ., " 1040 103.0 1080 — 680 750 7.0 —
Shipbuilding:
Launched Tonunage (Thou. o.
Gr. Reg. Tons) 2030.0 1428.0 2030.4 2331.0 79.0 1150 1250 0610
Automobiles™):
(in Thousands) {03 526 574 631 4266 4200 3394 4400

With all the reservations necessary in view of the in-
Pleteness and restricted reliability of the productional re-
t5 and with a due consideration of the influence of the
‘ous business movements, this table yet shows that the
id rise of capitalism in the United States has slowed down
ng the last few years and that the misproportion between
“ale of development in Europe and America, respectively,
decreased. The preponderance of the United States 1n
tion to European capitalism has proportionately decreased
¢er than increased.

Contrary to the opinion generally held, the exports of the
il States have advanced over those of pre-war times only
e a little, if at all, more than those of Great Britain, the
ective figures having something like doubled in both cases.
increase in exports in the case of France and Germany
tr smaller.

Ii we regard only the figures for the finished-goods exports,
espect ol which there is the keenest competition on the
‘national market. we shall remark a certain advance of the
ied States in the course ol last year. thouvh this is pro-
y attributable to the smaller degree of competition in the
half year. The figures to date cannot be taken as indicating
pronouneed effort to oust rivals from the world market.
Though the quota of finished goods in America's exports
vs bigger and bigger, more than 50 per cent. of the United
:s export still consist of foodstufis and raw materials.
character of the United States as an exporter of finished
Is is far less pronounced than in the case of the other
crialist Powers,

let us next regard the proporfion between the United
:s and Europe from the standpoint of capital exportation.

") Provisional figures.

"y Without Soviet Union.

) 1924/25,

") 192526,

) Production in Great Britain. France, Germany, Ifaly,
.um, Czechoslovakia and Austria,

f!cw Investments of the United States

In this connection it is in the first place important that the
visible capital exports of the United States should have receded
considerably in the course of 1928. According to the “Com-
mercial Chronicle”, the foreign capital emissions of the United
States figured as follows in millions of dollars:

1025 1036
1026 1145
1927 1004
1928 1319

In view of the great tcnsion prevailinzy on the American
money market it is probable that in the current year the loreciun
emissions of Europe will approach very close to those of the
United States total.

The sum total of the foreign emissions, however, is by no
means synonymous with the actual capital exports. The mutual
purchase and sale of securities and the passing to and fro of
short-termed loans very considerably modify the result of the
foreign emissions. As a case in point we may cite the balance
of pavments of the United States, which figured as fcllows
for 1927:

Main Items of Capital Exportation
(In Millions of Dollars')

Abroad . . e e e e 1648 —1648
Return to U. S. A. of Former U.S. In-
vestments Abroad . R (1 + 707
New Investment of Foreign Capital in
U. S. A, coe o . .. 919 + 019
Return of Former Foreign Investments
from U. S. A. to Foreign Countries 709 — 709
— 671

%) “The Balance of International Payments of the United
States in 1927”, United States Department of Commerce, P. V.
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From the above it appears that a foreign emission of
1604 million dollars corresponds to an actual balance of capital
exportation of no more than 671 millions. and this only on
the assumption that the debts of banks in the United States
to foreigners remained unchanged in the course of the year.
Balance-of-payments returns for 1928 have not yet been publi-
shed. The capital exportation of the United States in 1928 may
be estimated at between 1100 and 1200 million dollars. At the
close of 1928, and yet more so at the commencement of 1929,
the capital exportation of the United States came to a standstill.
By following the newspaper reports it is possible to see that
owing to the high rates of interest at the United States stock
exchanges and to the fact that the bank-rate is higher in New
York than in London or Paris, very much short-termed money
was reiracted by the United States, while much European short-
termed capital was invested in America.

We therefore see that the preponderance of the United
States cannot be considered constant either in regard to out-
put nor in respect of foreign trade, foreign emissions, and the
actual capital exportation. On the contrary, the relative gravity
of Europe would appear to be constan{ in all these connections.
There can be no doubt that the capitalism of Europe is at
present less dependent on the United States than was the case
some years ago.

The Main Features of Economic Policy.
The economic policy of the bourgeois states has been di-

rected — if we refrain from considering the constant class
aims within the countries — mainly towards the support of

their own bourgeoisie in its fight for the world market. The
most important events in this connection were as follows:

a)The attempt at a new regulation of the Reparations
question. Of this we intend to treat at greater length elsewhere
in this report. The new regulation is intended, inter alia, to
serve the purpose of mitigating and repressing the urgent
necessity felt by the German bourgeoisie of abolishing the
transier clause and procuring the foreign values it requires
i(ir thje payment of Reparations by means of a forced sale
abroad.

b) The stabilisation of the currency likewise serves the
purpose of equalising the competitive conditions on the world
market. In the course of 1928 it made further progress, France,
Poland, Bulgaria, and Greece having stabilised their currencies.
In the case of France this was a purely juridical fransaction,
but in that of Poland, Roumania, Bulgaria, and Greece it was
connected with the raising of a foreign loan and the accordance
of a far-reaching control of State finances and the banking
policy on the part of the creditors. This almost completes cur-
rency stabilisation in Europe; now there is only the Spanish
currency that still evinces greater fluctuations than are com-
patible with a stabilised condition,

Particular importance attaches to the attempts at a stabilisa-
tion of the Chinese currency, seeing that with its 400 million
inhabitants and hitherto insigmticant foreign trade China is the
object of the greatest hopes on the part ol the bourgeoisie of
the imperialist countries with a view to the possibility of a
considerable expansion of the capitalist market. One of the
presumptions for such a development would consist in cur-
rency stabilisation.

¢) Higher instead of lower customs duties. Thz movement
towards a reduction of the customs duties, decided on with
so much set out on the occasion of the International Economic
Congress in the spring ol 1927, bore no fruits in the course
of 1923, This was not surprising in view of the great signi-
ficance of a control of the internal market for the trust-bour-
veoisie of the highly capitalist states and in
anxiety of the bourgeoisie of the capitalistically less advanced
countries to protect themselves by customs-duties against
foreign competition,

Not only has there been no reduction of tariffs, but the
tenderncy towards further tariff increases is more and more
apparent in the most important countries,

d) In Germany, rationalisation has attained a certain, alheit
tetuporary, completion; in the United States it continues in full
swiny, while in Great Britain all economic measures are di-
rected towards a preparation for rationalisation.

The events following the VI, World Congress show the
correcmess of the analysis made on that occasion. For years

appeared as though stabilisation must be considered “shaky,

view of the:

partial, and temporary” for the reason that the bourgeois:
general had not succeeded in raising output, exchange oi s
and accumulation, above the pre-war level and in view «
possibility and probability of a relapse into the conditir
the immediate post-war years and of the recurrence
acutely revolutionary situation on the same economic ba:
at that time. The VI. World Congress confirmed the ¢f:
of the existence of a general economic crisis of capiu:
though not on the basis of an insufficient output, accums:
etc., but on that of the general increase of the internal c:
dictions of capitalism, which must necessarily lead to a
centuation of the class struggle and seek a solution ir «
and civil wars, in which connection a new period of a.
revolutionary situations will set in.

II. General NSection.
The General Aspect of World Economy.

The following are the most outstanding of the g
features of the world’s economic development in the las
months: .

a) An improvement in the business position of th
capitalist countries (United States, Canada, Great b
France, Italy — Germany still uncertain), with at the -
fime a worse position in important outlying territories ii":
China, Japan, Australia, parts ol South America).

b) In spite of the better business position. increase!
employment by reason ol the concurrence of an increas
organic unemployment with the standstill throughoutr L. ¢
of all outdoor work in view of the exceptional cold. !

¢) A very great tension on the international money mr
(with the exception of France and Switzerland). which h:
to an increase in the bank-rate in almost all couni:
credit restriction, and to a keen struggle for gold on the + §
market, The stringency of money, however. has not y«!
1o any serious interruptions of the favourable business po:

d) Great fluctuations on the goods markets: over-pro. ™
and price-slump in oil and sugar, rise of price ol -
improvement in the world’s coal market and in the pm
rubber.

Altogether, very great differences and tensions. furihe
hanced by the lengthy Reparations negotiations, the elec
in Great Britain, the new civil war in China, and other & *

In regard to the economic position of the principal cour
we can swin up the position as follows:

United States. Improvement in position, mainly in
of the great automobile production, whereas building ac
falls far short of last year's volume. Record returns for -
and steel production. Threatening over-production oi ot -
automobiles. Tremendous stock-exchange speculation. no: *
to be curbed by the Federal Reserve Bank system. Specu:
in securities has grown to such dimensions, that a liquid
appears impossible without a serious financial crisis. M
while leading banks are acting contrary to the will ot~
central banking system in supporting the speculators and !
tecting them against a crisis. A further increase in i<:
rates not excluded. Monetary stringency has an impeding v %
on the building activity and may become the starting-point *
new depression, if not indeed of a crisis.

Great Britain. In the first few months of the ve:r
trend of business in Great Britain showed a cermin imp-
ment. The extraordinary cold had entailed a lively deman'!
coal both at home and and abroad. For many years this i:
first occasion that the number of employed miners incre -
from week to week. In the week ending March 23rd. @3-
miners were employed in raising the record amount of 3.02
tons of coal in one week. The great demand, however, app”
already to have abated. In the iron and steel industries .
various indusiries engaged in the working-up of meial
business position seems to have improved. On the other n:
the bad position of the textile industry continues unchan..
indeed. the crisis has even spread to the fine spinming -
workine up Fgyptian cotton, which have for the first i
introduced organised short-time wotk. The raising of the b=
rate to 3.5 per cent. — a very high rate for England — like«
hampers the progress of business.

The economic position of France continues to be .
aood, although foreign trade has been developing unfavoir:
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late. The low bank-rate of 3.5 per cent.,, the great liquidity
money, the exportation of capital now setting in quite openly,
e well-ordered State household, and the great revenue from
:parations and from tourist traffic, all give French economy
Ilvantages such as few other capitalist countries enjoy at the
‘esent time.

In the lands to the east of France the tension on the
cney market is keenly felt in economy. In Germany the de-
‘essron has increased; the unusually long duration of the frost,
hich brought all building activity to a standstill, the effect

the international tension on the capital market which obliged
e mnote-bank greatly to realise some of its securities and
part with some ol its gold, the unsolved crisis of the agri-
iltural undertakings to the east of the Elbe, the unsolved
2parations problem, the difficult position of the State household
1d the lengthy Government crisis, all these factors contributed
- deteriorate the business position. However, there are already
yme symploms of an overcoming of the crisis, such as a
-esumably greater building activity, a growing output on the
art of the heavy industries, a record sale ol artiticial fer-
lisers, and a rapid increase in goods traific in March. It
ill above all depend on the trend of the international capital
arket, whether the business position in Germany will improve
seether with that in the other leading capitalist countries or
mtinue to decline with that in the poorer capitalist countries.

Italy and the East European countries (PPoland. Balkan
tates) have to suffer much from the international tension on
1@ money market. In Italy the bank-rate was raised twice
nd to-day figures at 7 per cent.; in Poland it is 8 per cent.,
1 Bulgaria and Greece 9 per cent. In Poland there is a great
tarcity of money, which has an adverse influence on the entire
usiness life,

As regards the big oversea countries, the business posi-
ion in Canada is extremely good, while in most of the South
\merican countries it is not bad either. Mexico is ravaged by
ivil war, and Cuba is sulfering under the eliects of the inter-
1ational sugar crisis.

The big countries of Asia are in a far worse position, since
Umost each of them is suffering under its own particular crisis.

The economic state of Japan is very bad indeed. There is
10 end to the crisis which has prevailed there for years. The
promised repeal of the export-prohibition on gold and therewith
the return to a gold standard could not yet be effected. On the
tontrary, the Japanese currency has been sinking in value for
months past and is now 10 or 11 per cent. below par'®). Nor

- 15 there any prospect of a speedy improvement, The balance
© ol trade is unfavourable, exports to a value of 1912 million
ens being faced in 1928 by imports valued at 2196 millions.
or is this difference made up lor by the slight surplus on the
so-called “invisible” exports. Things are not likely to improve
this year either, The Japanese balance of trade depends on the
one hand on the exportation of silk and other textiles and on
the other hand on the prices of the textile raw materials. The
exports of 1928, to a total amount of 1900 millions, comprised:

Cotton yarns and stuffs

X 410 million yens
Silk and silk materials . . . .

857 million yens

The cotton imports in the first quarter of 1920 were estima-
ted at a value of 390 million yens as against 287 millions in
the preceding year, while silk "exports remained unchangedt?).
I we also take into consideration the civil war in China and
the military expenditure it entails, an improvement can hardly
be hoped for for a long time to come.

Japanese economy is more and more assuming the cha-
facter of an economy of inflation. The foreign assets have
dmndlgd down to 100 million yens. The requirements of eco-
nomy in the way of foreign means of pavment are no longer
fully satisfied. The banks pay more than 1.5 per cent. for

€posits, while the note-bank attempts 1o curb inflation by
Means of a reduction in the fiduciary circulation. The weakness
of dpanese capitalism is more and more apparent now that
¢ fight for markets daily increases.
\

“) In New York the yen was quoted as follows:
Parity . .. 40.85 cents
April 3rd, 1928 47.82 cents
April 3rd, 1929 445 cents

100()") “Bulletin Economique et Financiere Japonais”, March
=% dupplement of the “Bulletin Quotidien”.

A kind of census of Japanese industry, compiled in the

middle of 1928, shows the following figures (representing
thousands):
Nr. of Workers in Concerns
Employing
8 8 s
s s B2
& & & £
Total . . . . . . . . .. 8340 447 767 2053
Thereof Textile Industry .. 324 255 432 1001
Thereof Metal-Working Industry . 121 68 194 383

More than half the workers are employed in the textile
industry and only one sixth of the total in the metal-working
industries.

In spite of this state of affairs, the profits of industry are
still very great: according to the balance-sheets for the first
half of 1928, 300 industrial enterprises realised a rate ol prolit
of 135 per cent.

In China, the new year brought a revival of the generals’
war, which is part and parcel of the struggle among the United
States, Great Britain and Japan for the hegemony on ihe
Chinese market. For the time being the policy of the United
States appears to be the recognition of the full independence
of a umted bourgeois China under the actual protectorate of
the United States. Chang-Kai-Shek, the personal representative
oi this pro-American policy, succeeded without much ditiiculty
in dislodging the Kwangsi clique from their position on the
middle reaches of the Yangtse, arresting their leader Li-Chi-Sun.
and taking Canton by means of a rising. Great Britain has
atforded the Kwangsi clique no active support. Japan has
finally determined 1o evacuate Shantung, so as to put an end
to the boycott of Japanese goods. A certain strengthening ol
the central Nanking Government has undoubtedly ensued; it has
received several small loans and the revenue from the inrceased
customs is regularly collected.

On the other hand, the country is still divided into nu-
merous sections which are hostile {o one another. In northern
China. according to American reports, about a dozen million
inhabitants are suffering from starvation. The resolved dis-
armament of the armies, in so far as it could be carried out,
has mwerely tended to increase the number of bandits. In short,
in spite of the political successes of the Nanking Government,
which is backed by the United States, and of certain progress
of an economic nature, China continues to be in a chronic

-state of crisis,

India, the third great Asiatic realm, is likewise expercien-
cing a serious crisis, The social antagonisms have become
extracrdinately marked. Last year the total number ol strike-
days was more than 31 millions, as against 1,400,000 in Great
Britain. Practically the entire great-industrial working class
was involved in the strike movement. The antagonisin betwecn
the Indian and British bourgeoisie has also been accentuated.
The banking question and the settlement of the currency
question in a sense adverse to the interests of the Indian bonr-
geoisie have now led to a bank-rate of 8§ per cent., which re-
presents a great encumbrance to native business circles. Added
to this, there are racial and religious conilicts which are stirred
up by the British, and failures of the crops over large areas,
which are bound to lead to starvation for {urther millions.

The improvement in the economic position in the hichly
developed capitalist states is counter-balanced by a deteriora-
tion and by critical conditions in the large overseas ferritories
as yet devoid of a hichly developed capitalist system. The
improvement in the leading capitalist countries, meanwhile, is
of a highly Muctnating nature, for on all hands there are weak
points and pronounced contradictions, which can at any moment
lead to renewed depression or to a crisis,

The hope that a regulation of the currency question might
lead to some stability on the international money and capital
market has proved vain. The bankers of the United States, who
have come forward during the present Reparations negotiations
with the ambitious plan of an international giant bank for the
settlement of the monetary affairs of the whole world, mnst
now admit that their own note-bank (as the “Financial Chro-
nicle™ of March 9th put it) has “lost control of the home money
market”, that (as Warburg says) there is in America “an in-
flation of quite a new character”, The pursuit of gold is now



546

International Press Correspondence

No. 5

just as keen as it was before the war, seeing that, in spite
of all talk of an *“international organisation”, of a “collabora-
tion of the note-banks”, and of “super-imperialism”, gold in its
natural form remains the sole generally valid tender in the
anarchistic economic system of capitalism.

UNEMPLOYMENT.

In most European countries, unemployment has again
reached record dimensions in the last three months. The con-
stant increase of organic work, the deterioration in the business
position, and seasonal influences such as the recent abnormal
trost, have all contributed to this end. In Germany, the number
of unemployed in receipt of relief amounted to 2,600,000. li
we follow the example of the Insitute for Business Research in
adding 10 per cent to represent such as receive no relief, besides
200,000 in receipt of emergency relief, we get a total of more
than three million fully unemployed, added to which there are
the short-time workers. In February, about one third of the
total number of workers were wholly or partly unemployed,
making together with their families a total of some 10 millions.
Similar conditions obtain in Great Britain, where the number
of unemployed, including those not in receipt of benefit, the
short-time workers and the paupers totals from three to four
millions. Chronic wholesale unemployment is becoming a more
and more inevitable problem of the highly developed capitalist
countries, as the election campaign in Great Britain shows.

We give here the table of unemployment in its percentage
proportion.

Unemployed
among Workers organised in Trade Unions.
= 14 é
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1028
January 107 22 161 303 142 112 35 879
November 122 06 62 177 109 94 7.1 916
December 112 1.2 130 2350 172 167 7.0 813
1970
January 23 — . — 276 — 194 82 —
February 122 — — — — 223 85 —

New Returns of Organic Unemployment in the United States.

Some time ago we set up the thesis that in the United
States, the most highly developed capitalist country, there has
been in post-war times a tendency towards an absolute decline
in the number of workers employed by industrial capital in
the Marxian sense. The provisional returns of the industrial
centre for 1927 (now published in the “Annalist” of March 1st,
1020, p. 430) again confirm this thesis.

Since the end of the war, there has been the following
Number of Wage-Earners Engaged in Industry')

1919 . 8.000),000
1921 | 6,914.315
1023 | 8,770.016
1025 . 8.381.511
1927 . 8,351,257

The decline in the last two years has been very small
viz. 30.000. It is of importance, however, representing as it
does a continuation of the tendency noticeable ever since 1010,
1t we refrain from considering 1921, a particularly critical year.

The following point must also be taken into consideration.
Industrial capital does not cover merely industry but also agri-
culture, mining, and transports. It has, moreover, always been
a characteristic of capitalism that agriculture releases workers,
who are then absorbed in industry. Depopulation of the rural
districts and mig¢ration to the towns has at all times been
characteristic of capitalism. I, thereiore, industry in the narrower
sen<e of the word engaged no new workers between 1925 and

™) Insured workers only. :

) These returns comprise all enterprises with a yearly
tnrnover of $ 5tKN); enterprizes below this limit (16 dollars per
_working day) are really of no importance. (In 1919 the workers
Iin such enterprises totalled 137,000.)

1927 but on the contrary decreased the number of its operatie
the number of workers employed by all industrial capital
necessarily have decreased yet far more,

A certain criterion for the release of workers in agriculwn
in the United States in 1926 and 1927 is to be derived firu
the following official data of the Department of Agriculn:
(published in the “Amnnalist” of March 15th):

Number Migrating Number Migrating Loss 10

from Farms to Farms Farms

1926 2,155,000 1,135,000 1,020.(¢5
1927 1,978,000 1,374,000 604,00
4,133,000 2,509,000 1,624,00¢

If we take into consideration that it is in general the ol.:
and less capable who return to the land, while young a3
capable workers quit it in favour of the towns, we may sa!-:
assume that of the new loss of 1,624,000 at least halt were -
an age capable of working and therefore presumably in seir:
of employment. The development of organic unemploymen: §
thus far greater than is indicated by the loss of 30,000 worke:
to industry. o

If we desire to calculate the number of unemployed in
United tSates altogether, we must take the following figure
(culled from the “Statistical Abstract” of 1928) into account:

Roughly 1,800,000 persons in the United States attain
age rendering them capable of work. In keeping with the pr#
sent quota of the workers in the entire population (.i e. roug-
22 per cent.) there are thus annually 400,000 new workers zn!
in two years 800,000.

The number of legal immigrants (deducting those returz.-
home) was as follows:

1926 203,940
1927 252,023
Together 535,963

Added to this there are the illegal immigrants via Carn:.
and Mexico. The great majority of the immigrants are worke-
so that we can salely assume a net increase of at least 430.1
persons in quest of employment.

On the other hand, there are annually 1,000,000 death: =
persons of more than five years of age. We can reckon the gu-
ol workers in this total roughly at 200,000 and thus ob:
the following interesting calculation for the years 1020 :-.
1927:

Natural Accretion in Number of Workers . LIS
Less Mortality . Ce e 400, 1
Net Increase . 400,
Immigrants . . . . 5 AN
Released by Industry . \3{')‘ ’
Transler from Agriculture SGILr g
increase of Applicants for Work 1080 !

All our estimates and calculations have purposely been pu
very low; in reality the number of additional work-seek:r
probably exceeds 2,000,000

What has become of these prospective workers? An ew!
answer can only be furnished by next year’s official cenmsus
Part of them were absorbed by the apparatus of circulation
and consumption, trade and service of automobiles, hoteis.
restauranis, boarding houses, sport service, retail trade, pac
arain by the building trade; some are engaged in bootleggir::
some, linally, have gone to swell the army of unemployed
which already in 1925 was fairly large in 1925 and is now
very large owing to short-time work, (amounting to as mur
as three working days a week per worker if the works are
employed to iull capacity).

Goods Markets and Monopoly Formation.

It is not only the international money market that ha
been characterised by great tension during the last few month::
the same applics to the most important goods markets. despie
the international formation of monopolies, It is naturally i
possible for us to deal with all the happenings in this sphere:
we shall merely point out the most essential.
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The League of Nations, or rather the economic committee
ppointed by the International Economic .Conference, has made
te attempt to act as mediator among the contending bour-
eoisies, by convoking first a coal conference and later an
iternational sugar conference. In regard to both these com-
wdities there is fierce and bitter international competition.
he position in regard to coal has somewhat improved in view
" the usually severe winter, but this improvement is not likely
» prove more than transient. The discussions of the League
i Nations, meanwhile, have not yet led to any result.

Nor was the sugar conference of the League of Nations
stined to lead to any improvement. There is a great over-
-oduction of sugar, and prices sank in March to the lowest
vel recorded for the last 15 years®).

The price of “96 per cent. pol.” sugar, c. i. f. England,
jured as follows (in shillings per hundredweight)

April 4th, 1928
13/6d.

June 3rd, 1914
10/3d.

April 4th, 1929
9/1%/,d,

The price is thus 33 per cent. lower than last year and -

) per cent. lower than before the war. The reasons of the drop
. price are the the overproduction of cane-sugar on Cuba and
wva and the growing output of beet-sugar on the European
ontinent. The attempts to create an international agreement
+ the restriction of output have hitherto failed; the individual
uropean states are now frying to raise the sugar prices on the
»me market by increased tariffs and export facilities.

In the case of certain other goods it has been found pos-
ble by means of international monopolies to restrict output
ud force prices up. This is the case in particular in regard
) copper. True, the international copper cartel has been in
tistence for two years, but the price increase was not really
waterial until the current year.

" The London quotations for electrolytic copper were as
llows: .
(From the “Statist”. — £ per Ton.)

une 30th, 1914 August 4th, 1928 January 3rd, 1929

62/10 64/12 78/10
‘tbruary 7th, 1929 March 7th, 1929 April 4th, 1920
83/5 91/5 106/-

We may see that since the beginning of the year the price
1as risen from month to month, if not indeed from day to day,
he difference on three months being almost 50 per cent. The
urious part of it is that the price-rise is not based on a
esfriction in output or sales but on an increased demand,
wcompanied by a constantly increasing output. This growth of
he demand, however, is quite out of proportion to the pro-
luction of the chief copper-employing industries. In the electro-
echnical industry there is a satisfactory trend of business, but
n engineering there is not. The extremely big demand for
‘opper, therefore, can only be explained by th~ fact that certain
Governments are anxious to lay in stocks of copper for war
purposes,

Those who profit most by the boom in copper are the
Americans, who control about 80 per cent. ‘of the output, 10 per
cent. falling-to the share of Europe and about 7 per cent. to
that of Africa (Katanga, Rhodesia). American mefal statistics

estimate the world’s copper production in the last few years
as follows: .

(Millions of Short Tons)
1927 1926 1925
1.69 1.65 1.59

1928
1.92

1924
1.53

During the last few months Americans attempted to buy
un the shares of the very promising Rhodesian copper mines;
they did not succeed. however, in obtaining a majority. This
1S a fresh sphere of rivalry between Great Britain and the
United States. On October 6th, the “Times” wrote as follows:

“America is by far the greatest copper producer and
practica’ly governs the copper market. It was therefore

——

¥) “New York Times” of March 6th, 1929

obvious that the American copper interests should be
desirous of attaining a parlicipation in a region of such
potential significance as Rhodesia. On the other hand, it
would have been very surprising if the leading British
interests, having recognised the significance of these ori-
ginally Swedish discoveries, had not  made every efiort to
regain control of these very promising deposits.”

The victims of the copper boom, meanwhile, are mainly
such countries as have great electricity and engineering plants,
viz. Great Britain, France, and Germany. Germany at pre-
sents imports about 300,000 tons of copper per annum. The
price increase of £40 a ton therefore means for that country
an extra expenditure of 12 million pounds annually, a swn
equal to the tenth part of the Reparations payments.

To a greater or lesser degree, the boom in copper has also
affected the other coloured metals, some of which (e. g., nickel
and aluminium) may serve as subsiitutes for copper. The fact
that of all these metals lead has registered the greatest advance
in price, also points to war preparations.

The Continental steel cartel, which according to agreement
expires in October next, is likely to be renewed with an im-
proved quota for Germany. At the quarterly session in March
Germany was accorded an increase of 5 per cent. in its export
quota for the coming quarfer. The entry of Poland and Great
Britain 1nto the cartel has not yet ensued. The international
rail cartel was extended to include the United States, as was
also the international tube cartel, the German-Duich tube-works
of de Maas, hitherto outside the cartel, being bought up at
an advaniageous price. The profits derived by the members
of this cartel are illustrated by the fact that, although the ™
capacity of the German works is not even exploited to 50 per
cent.,, Krupps are about to construct extensive new tube-works.

As regards the other goods markets, the happenings in
the oil industry deserve special attention. The agreement bet-
ween the Russian oil industry and the great world concerns
with regard to the British market are well-known to our
readers; the result was the cessation of hostilities and the
raising of the price, with the guarantee of a certain market for
the . Russian products, The struggle thus ended with a defeat
of Deterding which it was difficult to conceal.

This was, however, the presumption for a more far-
reaching agreement on the international oil market. The crude-
oil production of the United States and of Venezuela threatened
in the last half-year to turn into a very serious over-produc-
tion. The American Oil Institution, an organisation of the oil
interests, therefore appointed a committee, consisting of 80 heads
of the chief oil companies, to study the question of a control
of oil production. This commitiee came to the conclusion that
a restriction of production could only be effective if undertaken
in collaboration with the Royal Dufch. Teagle, head of the
Standard Oil of New Jersey, remarked in this connection:

“The problem is not restricted to California, Texas,
or Oklahoma, nor yet to all of them together, but to all
of them and also to Venezuela, Peru, Colombia. Persia, and

Iraq. There is a world-wide over-production. The time has

come to act.”

Therefore it appeared necessary to invite the leaders of
the Royal Dutsch and the Anglo-Persian to a conference.

At the end of March the historic interview actually came
to pass at Houston in the United States, being in a certain
sense the continuation of the discussions last summer in Scot-
land between Deterding, Cadmman, and Teagle. According to
newspaper reports. the outcome of this talk is the resolution
that as from April 1st the oil output throughout the western
hemisphere shall be so far restricted as not to exceed that of
last year. Deterding is said to have fully agreed to this. (The
Royal Dutch also carries on production on a large scale both
in the United States and in Venezuela, Mexico, and other Latin-
American countries.) Though on the basis of the old anti-
trust laws the authorities of the United States appear to be
placing difficulties in the way of the restriction of output, it
will undoubtedly be realised.

The international oil agreement has called forth great
dissatisfaction in such imperialist countries as have no oil
output of their own, e. g. France, Italy and Spain. The dispute
hetween Great Britain and France in regard to the question
whether the pipe-line from Mosul to the Mediterranean is to
end on French or on British territory, has thus been consi-
derably aggravated.
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Thus, in spite of the national and international formation
ol monopolies, there is a considerable tension on the main
commodity markets, with simultaneous rapid price rises and
sharp price drops. The price formation is anarchic and there
is a wide field open to speculators. But, in spite of the great
price fluctuations in.regard to certain goods, there is a fun-
damental tendency towards over-production and falling prices.
An over-production is threatening or is already present in auto-
mobiles, rubber, coal, oil, nitrogen, cotton?!), silk, artificial silk,
sugar, frozen meat, etc. The next general economic crisis is
likely to entail a sharp drop in the general price level, the
height of which is in no proportion to the greatly enhanced
productivity of labour.

IIL. Special Section.

Germany.

During the last three months the economic position in
Germany has continued to decline. In this connection much
was due fo the extraordinary cold, which impeded building
and made practically all outdoor work an impossibility. The
unusual tension on the London and the New York money
market has diminished the influx of foreign capital. Thus the
depression lasts indefinitely, without, however, leading to any
particularly critical breakdowns, a fact which is not surprising
in view of the advanced development of monopolies, which
makes it possible to maintain the price level within the country.

The falling-off of good business conditions commenced at
the close of 1927; in the second half of 1928 we could already
speak of a depression, which has greatly increased of late
months.

The low-water mark of 1926, however, is far from being
reached In the second quarter of that year the productional
index sank to 91.4, whereas in December 1928 it was still at
115.2, the further decline in January and February being partly
attributable to seasonal influences,

| lThe output of the heavy industries is still on a fairly high
evel,

Qutput of Heavy Industries and Employment
of Rolling-Stock.
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million tons 1000 tons (in thousands)
Monthly Average 1923 126 139 984 1210 — 150.2
January 1028 134 142 1180 1469 — 136.2
December 1028 118 141 883 1091 -— 1434
January 1920 134 143 1098 1470 — 1203
february 1020 120 132 982 1323 — 128.0
March 1920 135 147 1061 — — 147.7%

It is characteristic of the position in the iron industry that
Krupps are planning the construction of new tube rolling works
at an investment of from 15 to 20 million marks.

Engineering is still fairly” well occupied (to about 68 per
cent. of capacity), although there is a slow decline in this
branch of idustry too. In the electrical and chemical indu-
stries the trend of business is still good.

#) During the last two years there has been a declining
tendency in the consumption of cotton, which is yiven as fol-
lews by the statistics of the Master-Cotton-Spinners’ Federation.

Cotton Consumption of the World
(Expressed in Millions of Bales)

Europe Asia America Total

Half-Year ending July 31st. 1027 544 367 418 1341
w  Jar 3lst, 1028 552 324 408 12.99
w  July 3ist, 1023 543 335 303 1255
. Jan. 31st. 1029 545 326 386 1277
" “larch 10th to 16th, 1020,

The business development in the textile industry is not
favourable, though the decline has come to a standstill. The
situation of the footwear industry remains bad.

“The number of orders received in the building indu-
stry”, says the “Frankfurter Zeitung” of March 17th, “ha:
increased materially during the last few weeks, the lea-
ding firms of the German building trade having now 2
very satisfactory volume of orders at their disposal.”

Price Formation.

The last few months have for the first time witnessed a
slight fall in the prices of finished articles, whereas the price
index of the raw materials rose somewhat between October
and January.

Price Index Figures
(On the Basis of 100 for the Level of 1913)

= 2 o = ©
1928 1928 1928 1929 19¥
Perishable Goods 1409 1350 1295 130.3 —
Total of Fin. Goods 156.1 159.6 160.0 158.8 1332
Means of Production 1344 1376 1386 137.7 1374
Articles of consumption 1725 1761 176.1 1747 1739

The difference between the “free” prices and those regu-
lated by associations has remained unchanged. This is a que
stion we treated in greater detail in our last report. So far the
monopolised organisations have suceeded in preventing a re
cession of the prices of native raw materials and semi-finished
goods, whereas the prices of foreign raw materials have greatiy
receded in the course of the last twelvemonth.

Index Figures of Industrial Raw Materials
Semi-Finished Goods

(On the Basis of 100 to Represent the level of 19253)

Prices Determined Prices Determined

in Germany Abroad
January 1926 97.4 91.3
January 1927 97.2 81.7
January 1928 99.1 90.2
October 1928 100.9 85.8
January 1929 101.2 86.1

The Formation of Foreign Trade.

The decline in the business position is also reflected in
the recession of imports, while on the other hand there is no
further increase in exports.

Foreign Trade (in Millions of Marks)
\

B 2w Sa
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Monthly Average 1928 1166 970 196 604 708
January 1928 1357 862 495 662 632
February 1928 1247 942 305 695 6%
January 1929 1319 1036 283 688 761
February 1929 1017 921 96 546 690
March 1929 1022 931 91 563 691

“The imports of the month of February”, says fie
“Berliner Tageblatt’ of March 2ist, 1929, “are the lowe:!
recorded for more than two years. This great regressici
can only be partly explained by the fact that the figures

*) Without Reparations.

[
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of the preceding month included storage costs and by the
fact that February is the shortest of months. To some
extent, too, the severe frost may be taken into account,
as having greatly impeded the transport of goods, all the
more so as the regression in imports is very pronounced

. in certain categories of goods. An important reason, ho-
wever, is to be sought in the decreased industrial activity
in the country and the consequently smaller demand for
raw materials from abroad.”

~ Itis a fact worthy of mention that in the first three months
of 1929 the deficit of the balance of trade was 537 million marks
smaller than in the corresponding period of the preceding year.

Unemployment.

The number of unemployed (including those not in receipt
of benefit and calculating short-time work in terms of unem-
ployment) may be put on March Ist at four millions, Apart
from the last inflation and first stabilisation months, Germany
never before experienced such a degree of unemployment, as
is 0 be seen even from the oflicial unemployment returns.

Maximum of Unemployed from 1926 oi 1929
(In Thousands)

February 15th, 1926 . 2059
January 15th, 1927 . 1972
January 15th, 1928 . 1599
March 1st, 1920 . 2620
March 15th, 1029 | 2323
April 1Ist, 1028 ... 1200
April 1st, 1929 about 1900

The peak figure in 1929 is more than one million in advance
of last year. Even if we assume that in consequence of the ex-
traordinarily severe cold the seasonal unemploment this year
amounts to 1.1 million and that the general unemploment will
no! increase in the course of the next few months, we must
reckon with the probability of 1'/» million unemployed during
the summer.

While in former years unemployment started to recede in
the middle of January, or at the latest in the middle of Fe-
f{{uary. it continued this year to rise until the beginning of
March.

About 25 per cent. of the trade-union members were out
of work in February: even among workers in industries less
Irfuenced by seasonal fluctuations unemployment amounted to
1.4 per cent. and short-time work to 10 per cent.

The unusual degree of unemployment has undermined the
financial position of the National Institution for Unemployment
Insurance. which had to have recourse to Governmental loans

enable it to continue to pay out benefit. This fact has been
made use of by the bourgeoisie in order to advocate the cut-
finy down of unemployment relief.

Agriculture,

% There can be no question of a general crisis of German
agriculture. The situation varies according to regions, the na-
fre of the enterprises concerned, their indebtedness and in-
ferest encumbrance. Abortive investments appear to play a
dwcisive part in the crisis of the agricultural enterprises.

{  The first steps have already been taken towards the orga-
Jisation of the agricultural co-operatives. After sustaining los-
se: of 56 million marks the Raiifeisen Bank is being liquidated,
while a uniform association of rural co-oneratives is being
formed under the supervision of the Preussenkasse. This change

12 of very great political significance, since it represents a vic-
tory of the indusirial bourgeoisie over the big landowners, an
advance against the strongholds of the German National Party,
.and an increased struggle for the leadership of the neasantry,
a stfiggle in which the Social Democrats are also deterinined
ic take a full share.

The Cabinet of the Reich will shortly have to seitle the
problem of price stabilkisation and of the reconstruction of
* the big agricultural enterprisez to the East of the Elbe. A hill
haz alr%ady been drafted in recard to the relief for East Prus-
sia. In Yhe interest of price stabilisation, the agricultural asso-

4

ciations demand a general increase of the agrarian duties and
a monopolist system for regulating the importation of agrarian
products. It appears probable that the Government of the Reich
wil! not prove wholly averse to these directives. The Minister
of Food has declared that a “price-stabilisation [ee” has been
envisaged in regard to wheat.

The German bourgeoisie is in a highly anomalous posi-
tion. Encumbered as it is by the Reparations and the high rate
of interest on loan capital, it has an uphill fight for the sale
of finished products on the international market. At home, the
bourgeoisie has to wage a fight on two fronts for the purpose
of maintaining its competitive capacity on the world market.
It must fight against the proletariat for the diminution of the
share of wages in the product-value, and against the landow-
ners for the diminution of the share of ground-rent in the pro-
duct-value.

This fight the German bourgeoisie cannot altogether ac-
complish. The deterioration of the working conditions of the
proletariat tends to weaken the reformists and strengthen the
Communists. For the protection of the bourgeois order of so-
ciety, on the other hand, the bourgeoisie requires the support
nct only of the reformists but also of the landowners, so that
it cannot consistently wage its figcht against ground-rents. An
economic diminution of the share of the proletariat and of the
landowners in the product-value means a restriction of the
absorptive capacity of the home market and consequently a
diminished competitive capacity abroad. These internal con-
tradictions engender the vacillating policy of the German bour-
geoisie which is reflected in the chronic Government crisis.

The Money and Capital Market.

Owing to the decline in the business
bank, on the 12th January, reduced the
7 to 6'/. per cent. Up to the time of the

position the Reichs-
discount rate from
raising of the bank

rate in London a considerable fluidity of money prevailed in
Germany. The raising of the bank ratein London and the po-
licy of strict restriction of credit in the United States resulted
in the withdrawal from Germany of capital invested on short
term. For this reason the Reichsbank was compelled, between
the beginning of the year aud the end of April, to part with
about 1,000 million marks in foreign bills and gold. (The
Reichsbank thereupon decided to raise the discount rate by one
per cent.)

In spite of an increasing deterioration of the business po-
sition, therefore. there is a stillening of the money market to
be observed, which is further enhanced by the creditary needs
of the Reich. The coffers of the Reich are empty and the Go-
vernment has been obliged first to negotiate Treasury bills and
bonds to an extent of 230 million marks and then to raise a
current account of 150 million marks with the leading banks.
Forcign capital continues to gravitate to Germany.

German Emissions Abroad
(Millions of Marks)

Monthly Average 1028 . . . . . . . I
January 1928 e e 88
February 1928 115
December 1028 05
January 1920 34
February 1020 141
March 1029 3

It is highly probable that {he return abroad of short-
termed foreiun investmenis at present exceeds the importation
of capital. Thus there is in our opinion no actual capital im-
portation into Germany at the present moment.

On the other hand, it appears that an immediate invest-
ment of foreign capital is coming to take the place of short-
termed foreign loans. The most striking example of such an
investment is the purchase of the Opel Works by General
Motors. The Opel Works are the only automobile works in
Germany with an up-to-date equipment and working at a pro-
fit. The enterprise has {fo reckon in the first place with a very
keen American competition. while on the other hand the offer
made bv General Motors of some 60 million marks was so
splendid that it overruled all “patrictic misgivings™ as to
alienation.
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Capital Formation and Economic Policy.
The tension on the money market has also diminished the
emission activity of the last few months. The following were the
Emissions of the First Quarter

(in Millions of Marks)
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1028 . . . 589 130 531 164 18 1,432
1929 e . 192 116 326 203 60 903

The new emission of capital was thus 500 millions less
than last year.

For a long time to come. Germany will continue to be
dependent on capital importation, though certainly not to the
extent of former years. According to the “Frankfurter Zeitung”
ol May 15th, Hilterding spoke as follows in his budget speech:

“Germany's requirements of capital (amounting fo 10
or 12 thousand million marks per annum) cannot nearly
be satisfied by the internal German capital formation. The
requirements for industrial. road. and dwelling construction
swallow up the greater part of the newly formed capital,

so that far too little remains over for all the needs ol

industry, agriculture, ftraffic, and trade, and nothing at

all for the Reich and its component countries.”

In its business report, the Diskonto Gesellschait also com-
plains of the deficiency of capital formation.

“lf we exclude all foreign credits and take the mone-
tary depreciation into account, capital formation will be
seen still to fall far short of its pre-war extent, On the
other hand we have requirements in excess of pre-war
times, resulting from the necessity of making up for ten
years of working at a loss, rendering production more
profitable. increasing exportation, decreasing importation,
and, last but not least, providing for the Reparations pay-
ments. Thus all German economy is under the shadow
of a ceaseless fight with the problem of capital. which it
has not yet succeeded in mastering in spite of the most
strenuous efforts.”

We are convinced that the coniplaints as to the unsatisfac-
tory formation of capital are greatly exaggerated. On the otier
kand, it 13 a fact that the requirements of capital are far greater
tihan they were before the war and that the German bourgeoisie
is anxious to cover these increased requirements by means of
a ureater exploitation of the working class, for which reason
bourgeois circles complain of an insufficient capital formation.
This question is in the very focus ol the economic policy of
the German capitalists. The demands of the bourgeoisie have
been not accurately summed up in the business report of the
Darmstddter & National Bank (“Danat-Bank"). the main de-
mands being tax reductions for the capitalists®®), resiriction of

#) That a far greater part of the annual product-value is
now collected in the form of taxes than was the case before
the war, cannot be doubted. This results from a comparison
of the total budget fivure. Since owing to the pronounced pro-
cess of concentration the small bourceoisie and the small ren-
tiers have forfeited their significance as taxpayers, the tax onus
both on the proletariat and on the big enterprises has propor-
tionately grown.

In an analvsis ol the balunce-sheets of the leading banks
for 1023 (“Wirtschaftsdienst” of March 20th, 1929) we find the
following lizures:

Million of Marks

v S £53 7 2

2 8 2 %

&= ¢~ [ 2
Deutzche Bank 128.1 82.1 13.7 15.0
T)re\'dner Bank 78.3 53.0) 75 10.0
Diskonto Gesellschaft 5.0 59.3 10.8 135
Darmstidter & National Bank 30.3 50.2 10.0 7.2
Commerz & Privat Bank 64.4 J0.5 79 0.6
199 323

social relief, and withdrawal from economic activity on the pa-t
of public corporations,

A similar train of thought may be detected in the busines.
report of the Diskonto Gesellschait, which is still more vehe
ment in its protests against the wage-policy of the State.

“Nor must we omit to mention it as an instance c
particular folly that at a time of the greatest unmemplos-f
ment the renewal of every tariffi agreement is connecte:
with higher wage demands.”

The wage-policy of the State, i. e, the system of arbitratior. g
was already reformed by the Leipzig award by which the
Ruhr verdict was annulled.

“The considerations and suggestions”, writes tn
“Kolnische Zeitung” of February 9th, “which dealt with ite
subject of arbitration refiorm between the conflict in ti:
iron industry and the verdict of the Central Labour Cour.
now appear to be superseded by the Leipzig finding. The
system of arbitration has been reformed overnight by the
highest judicial authorities.

“The question arises as to whether the reform, u:
brought about by the Leipzig finding, is adequate ::
whether it will have to be upset and efiected afresh.

“We consider this reform f[ully adequate and worth:
of a trial. An attempt should at any rate be made to mak:
do with it.”

Armed with the Leipzig award, the bourgeoisie is pre-
paring for the the coming struggle.

Not a penny more wages without a fight — such is i
attitude of the employers. The serious unemployment and the
entire economic policy of the bourgeoisie must entail a mark:d
accentuation of class antagonisms. That is why the big bou:r-
geoisie allows the Social Democrats to “govern”, so that
may be sure of their assistance against the proletariat.

France.

Among the highly capitalist countries, France may be said
at present to occupy a particularly favourable position. 1h-
chiel factors in this connection are as follows:

1. The Bank of France possesses gold holdings of 33.: ¢
million francs (or almost 250 million pounds). this being almo:< .
as much as the Bank of England and the German Reichsbar:
possess between them. Besides this, it has great claims o
foreign countries, amounting, it is said., to 1,000 million dollar-
I'tough the Bank of France has of late months had to part wir-
a great part of its holdings of foreign currencies, its positicr
is incomparably better than that of its European competitors.
Therefore the French bourgeoisie enjoys a bank-rate of 3*., per
ent. as against 5 per cent. in New York, 5!/» per cent. ir
London, and 7'': per cent. in Berlin, This gives the indus:ri;.
capitalists a great advantage over their competitors in other
countries. The entire subsequent developments, indeed. most
drastically confirm the opinion we saw fit to express when.
in the summer of 1026, the franc crisis was at its worst, viz.
that the stabilisation of the franc was economically ensure:
once a government favourable to big-capitalist interests carie
into power. ’

2. The constant rise in the price level and the grad.c:!
adaption of the internal price level to international prices pro-
visionally enable the French bourgeoisie quietly to produc<z
for the future and to reap extra profits by reason of the move-
ment in prices.

3. The great liquidity of capital and the, albeit slowi-
progressive entwinement of industrial and baunking capital (a-
seen in the advance of the Banques d'Affaires) enable the Frenicis
industrialists to support their exports by credits and by c<a-
pital exportation more easily than it is possible for the Ge--
man., and at the moment even for the British, industriali=si-
to do.

Such are the foundations of the invariably good busin z::
development of the few years, which has also continued durii -
the three months under review.

The satisfactory trend of business is characterised by <1<
following index figures of the Statistique Générale:

el e sa

The taxation and dividend totals are practically equal. \\ .
are aware that the dividends form part of the actual profi--:
Nevertheless, the proportion between taxes and dividends Wi .,
shifted in comparison with pre-war times.

e —————R
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Index Figures of Production.
(On the Basis of 100 to Represent the Level of 1913.)

! Jan. Oct. Nov. Dec. Jan. Feb.
1928 1928 1928 1928 1929 1929

Engineering .. 121 143 143 149 154 —
Aufomobile lndustry . . — 562 599 657 692 657

] Metallurgy 118 125 13@ 133 132 —
J Textile lndustry 100 9% 100 99 97 —
1 Mining . . B 120 122 119 — -—
Building s e e o o .19 110 98 96 96 97

| Rubber <. . .. — 620 637 618 618 726
General Index . 116 131 132 134 137 136

The increasing profitability of the French enterprises may

* be seen by the marked rise in the rates of shares. According to

the “Statistique Générale’ ’and on the basis of 100 to repre-
sent 1913, the respective indices were as follows:

French Values ForeignValues

(Fixed Rate} (Dividend (Dividend Bearing)
Bearing)
Average 1026 37 239 6n3
, 1927 72 287 536
- 1028 83 416 642
January 1020 86 544 711

The same impression may be gleaned from the statistics
rerarding
Capital Emissions.

(From “Le Temps” of March 18th, 1020))

Shares Debentures Together

Monthly Average 1013 123 97 220
- " 1925 221 87 303

" 1026 210 160 400

" 1927 338 2381 610

“ . 1028 557 333 890
Tanuary 1029 581 189 770
February 1929 757 335 1092

Though the extent of the pre-war emissions has not yet
been regained in actual values, the progress is constant and

rapid.
. The business development of the individual branches of
industry has been somewhat as follows:

The heavy industries show an upward trend of their output
figures:

Production of Iron, Steel, and Coal

(In Thousands of Tons.)

Coal Iron  Steel

Monthly Average 1926 4285 783 703
’ " 1927 4315 775 600

“ " 1028 4280 841 733
December 1928 4039 882 823
January . 1029 4523 905 37
February. 1029 4183 781 733

The further prospects of the iron and steel industry are
at the present moment satisiactory,

The French iron and steel industry has of late been making
efforts to become more independent of foreign coke. Though
the home output of coke has greatly increased (from 3 million
tons in 1913 to 3.8 million tons in 1926, 4 million tons in 1027,
and 4.4 million tons in 1928), the importation of coke yet fi-
gurleé! Sat 5.6 million tons in 1926 and at 5.4 million tons
n 1928,

The position of the textile industries is likewise improving.

The situation of the chemical and electro-technical indu-
stries is favourable, as it is all th2 world over. It is only in
agriculture that a depression still prevails.

e .

The Trend of Prices.

Prices, as already pointed out, are slowly but steadily -
rising.
Price Index Figures of the “Statistique
Générale”.
At the Close of the Respective Months.
Febr. Dec. Jan. Febr. March
1028 1928 1929 1929 1929
Total Index 622 637 644 6352 653
Native Products 601 631 639 648 647
Imported Goods 060 646 651 658 665
Foodstuifs Total . 565 589 309 611 610
Vegetable Foodstufis 508 590 616 629 641
Animal Foodstuffs . 527 579 580 590 579
Cotfee, Sugar, Cocoa . 639 607 605 617 611
Industrial Raw Materials 673 679 683 687 691
Minerals and Metals . 375 609 610 627 600
Textiles 730 762 775 7714 165
Miscellaneous 688 673 672 672 639

The French price index affords no details as to the price
development of finished goods, though the prices in this regard
may safely be assumed to have risen too. In Paris, the refail
prices rose by 15 per cent. in the course a single year. The
retail price index for February 1928 was 502 and that of a
year later 602,

Foreign Trade.

The great changes in France's foreign trade in comparison
with pre-war times may best be seen by an indication of
quantities.

Foreign Trade according to Main Groups.

Weight in Millions of Tons

Imports Exports
1013 1028 1913 1923
Foodstuffs 5.5 5.8 1.5 1.7
Raw Materials 37.2 41.8 18.3 34.1
Finished Goods 15 15 23 53
Total: 44.2 40,1 "" .1 41.1

‘The increase of raw material exports is greatly attributable
to the exportation of iron ore from Lorraine. which in 1923
ficured at 17 million tons. The most important chanve, how-
ever, lies in the augmentation of finished-goods exports. The
followiny is the development in the case of the most important
finished goods:

Exportation of Industrial Goods
(In Thousands of Tons)

1613 1027 1923
Chemical Products 1274 3068 3081
Machinery and Parts . . . . 82 210 213
Tools and other Hardware . 149 837 RY
Automobiles . . . . . L. 26 93 85
Yarns and Tissues . A 240 226
Wearing Apparel . . e 16 16 18
Art and Luxury ObJeCls coe 17 18 13
Rubber Goods . . . 7 34 31
Paper and Qlahonery e 65 89 97

In 1028 there was a recession in some of the more impor-
tant groups of exports, while in other cases there was an ad-
vance. The net result amounts to stagnation. Last vear French
foreign trade again showed a deficit of 2,100 million francs
( a sum exactly equal to the absolute surplus importation of

wine in the said year). In comparison with pre-war deficits, .
this

e. g. 10,600 million francs in present-day values in 1013,
amount is not inordinafely great. The deficit. however, is on *
the increase: in the first fwo months of 1029 it figured

2500 millions.

——————————————mvuvmri o4 L
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.Imports Exports
in Millions of Francs
Monthly Average 1928 4454 4279
December 1928 . . 5213 4733
January 1929 . 5273 3702
February 1929 5162 4118

The substantial deficit of the balance of trade is connected
with the good business position in general and is attributabie
in the first place to the increased imporiation of industrial raw
materials and also to the recession in the exportation of finished
goods and industrial raw materials.

Within the total of foreign trade, traific between the mother
country and the colonies is coming fo play a more and more
important role, the increase in the course of last year being

especially great. The “Wirtschaitsdienst” of March 22nd
(P. 301) publishes the following survey of
France's Trade with its Colonies.

Percentage Share of Total Trade

Exports Imports
Aver. 1909/13 12.8 11.1
1024 e . 12.4 10.1
1025 14.2 10.4
1926 15.4 10.4
1027 14.1 11.4
1923 16.2 12.6

The greater part of the colonial trade is directed towards
Northern Alrica, the role of the other French colonies being
still relatively small. .

The Capital Market.

The French capital market is in a state of transition; lhe
place of the short-termed loans is being gradually taken by
credits for longer periods. though the short-termed loans still
play a very important role.

“At present”, writes the “Information Financitre” of
January 22nd, “a sound enterprise can place securities
at a vield of 5', to 6 per cent. Touether with the fiscal
onus incurred, the costs of a loan amount to almost § per
cent. It is therefore more favourable to make use of bank
credits which do not cost more than 4 or 5 per cent. and
which are less encumbered with special taxation than the
securities are.

There follows a comparison between the figures of
1928 and those of the 1907—13 period.

Average Year Increase or
1007—13 1028 Decrease
in Millions of Francs
FEmission of Securities . 15.000 9,300 — 6.200
Bank Deposits 28,000 34.300 5,700
Total . 41,100 43,600

“The total amount of the credits at the disposal of
enferprises is thus not far different from what it was be-
fore the war, though its composition is not the same.
Whereas the emission of securities shows a recession of
abou! 6.000 million francs. the bank deposits show an in-
crease of practically the same amount. The financing of
economy is therefore at present secured by some 12,000
millions of short-termed capilal in place of the long-termed
capital employed before the war. This undoubtedly repre-
senfs a danger to the French enterprises, which are far
less prepared for the eventuality of a fimancial crisis and
could thus offer far less resistance to the storm than before
the war.”

The rates of interest for long-termed loans have greatly
receded.

France will undoubtedly again become an exporter of ca-
pital on a large scale in the near future. A beginning has al-
ready been made with long-termed capital exports, a [Polish
mortuage-loan of 50 million francs having recently been nego-
tisted in Paris. There followed France's liberal “participation

(to the amount of 12 million dollars) in the Roumanian stabi-
lisation loan. The first loans are thus directed towards the
politically most important countries. Others will doubtlessly
soon follow.

The Position of the Working Class.

The position of the French working class differs from
that of the working classes of the United States, Great Britain,
and Germany mainly in the fact that there is no mass-unemploy-
ment. In the total absence of any accretion to the populaticn
and in view of the relatively slow rate of rationalisation there
has as yet not been any pronounced release of workers. On
the contrary, the capitalists complain of a dearth of labour, 2
circumstance which is expected to hinder the expansion of
output.

It might be expected that under such circumstances the
standard-of-living of the proletariat would improve. But this
is not the case. Prices are constantly on the rise, while wages
fail o keep pace with the price advance, The result is seen in
considerable wage movements.

The bourgeoisie is anxious to find ways and means for
ensuring industrial peace by the mediation of the reformist
trade unions. In addition to the general method of courts of
arbitration, Loucheur, the present Minister of Labour and ihe
friend of Jouhaux, sugyests the cession to the trade unions of
shares in the enterprises.

The French bourgeoisie is thus experimenting with quite
new methods of corruption in dealing with the reformist trade
unions. The trade unions as shareholders would represent a
new form of the American system of shareholding by workers
and emplovees of industrial enterprises. We have still much
to experience in the direction ol reformists’ betrayal of the
workers’ interests,

Great Britain.

The main factors characterising the business position in
Great Britain during the last few months are as follows:

1. The organisational preparations for rationalisation oz
a large scale are already in progress. The obstacles which the
“vested interests” (i. e. loan capital safeguarded by special
mortagages) oppose to the realisation of rationalisation are
being rapidly overcome by the prassure of the leading banks,
the Bank of England, and “public opinion”,

2. Business has been rather better during the last few
months. Whether this is already the commencement of the ra-
tionalisation boom and will be of long duration or whether
there will again be a falling-off as there has been repeatedly
of late years, remains fo be seen.

3. The raising of the bank-rate to 5'/» per cent. acts against
an improvement in the business position and represents a
heavv handicap for British industrial capital. The attempt of
the leading financial circles to keep the bank-rate at a lower
level than that prevailing in New York, ended in a complete
fiasco. The balance of pavments. which was already adverse
in relation to the United States owing to the heavy autumn
purchases of raw materials and foodstulfs, coincided with an
extensive transfer of short-termed capital from London to New
York: the weak exchange rate of sterling and the heavy losses
of gold thereupnn forced the Bank of England to raise the
rate bv a full per cent.

4. The improvement in the business position has led to
no diminution of unemployment. In Great Britain, as in all
highly capitalist countries, the development of an organic un-
emplovment has put a stop to the immediate coincidence of
the course of unemployment with the trend of business. The
latler muv experience a far-reaching improvement without any
diminution of unemplovment.

The Progress of Output.

There has undoubtedly been a slow upward movement in
the last few months but there can be no question of the de-
pression having been overcome. An improvement in the posi-
tion was already noticeable in the last quarter of 1928.

e e e S
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Productional Index of the “London and Cam-
bridge Economic Service”.

(On the Basis of 100 to Represent the Level of 1924:3)

1927 1928
1st Quarter . 109.0 103.8
2nd Quarter . 106.6 101.5
3rd Quarter . 104.6 93.3
4th Quarter . 106.3 102.8

The index figures of the “Economist” are as foliows:

Index Figures of Business
(On the Basis of 100 to Represent 1924)

Febr. Dec. Jan.**) Febr.®)
1928 1928 © 1929 1929
Net Imports of Raw Materials 107 111 131 123
Coloured Metals . . . . 125 110 121 123
Consumption of Iron and Steel 106 76 72 06
Cotton . . . . . . . . 107 109 117 111
Rubber . . . . . . . . 175 310 315 263
Coal . . . . . . .. . 119 103 110 114
Electricity . . . . . . . 124 122 126 128
Railway Freight Traffic . . . 94 96 — —
Export of British Manufac- :
tured Goods ... 103 111 113 109

Coal Output
Millions of Tons

Monthly Average 1928 20.1
December 1928 . . . 19.8
January 1929 . 22.8
February 1929 21.4
March 1929 21.9

The situation of the iron and steel industry is promising.

Shipbuilding and engineering likewise enjoy a better out-
look, so that there may be said to be an all-round improvement
in the heavy industries. On the other hand, the cotton industry
13 still ir a very critical position. The majority (over 85 per
cent.) of the members of the Bolton Master Spinners Associa-
lion, the organization of spinners engaged in working up
Egyptian cotton, have decided to work short time for two
months. The spread of the crisis to enterprises employing
Esyvptian cotton is a new feature of the situation, since these
toncerns were hitherto fairly well occupied.

The Master Cotton Spinners Federation, representing the
crncerns engaged in working up American cotton, again put
the question to the vote as to the desirability of a complete
suspension of production during every Saturday and Monday
i April (which would mean a reduction of the weekly wor-
king hours from 48 to 35). It was not possible. however, to
procure a majority in favour of short time.

The Commencement of Organisational Rationalisation.

. The process in progress in Great Britain at the present
time is an organised diminution of the share of loan-capital in
profits, i. e. an organised realisation of what in Continental
countries resulted anarchically by means of inflation. This ap-
rears most clearly from the conditions accompaying the foun-
dation of the “Lancashire Cotton Corporation”.

The individual {extile factories are bought up by the cor-
poration, the value of each factory being paid in the form of
shares, Meanwhile, the bank and the other “vested interests”
receive no new debentures, but 3'/, per cent. convertible in-
come debenture stock, on which interest is only due if an ade-
quate return has been realised.

. The formation of monopolies as a preliminary stage of
rationalisation is also progressing in other industries.

The elaboration of the British coal cartel is proceeding.
The most influential of the British coal combines, the “Central
Collieries Commercial Association”, recently worked out a plan

*) In our last report, the index was based on 100 to re-

present 1913; hence the difference in figures.
*) Provisional Figures.

which supplements the regulation of output hitherto in force
by a regulation of prices.

The re-organisation of the heavy industries likewise makes
progress. The English Steel Corporation founded some months
ago is likely soon to absorb a number of other big enterprises.
The reconstruction of the great firm of Armstrong, Whitworth
& Co., which is at present in financial difficulties, is under way.

Foreign Trade.

Foreign trade has been looking up of late. Nevertheless,
the volume of British exports in 1928 did not exceed 80 per
cent. of the total of 1913, The following table shows in what
measure the leading industries of the country have been af-
fected by this recession,

Export Volume of Typical British Export
Goods in 1913 and 1928,
Category of Goods 1913 1928°%7)
Coal (Millions of Tons) 1 48
Iron and Steel (Thousands of Tons) » 4935 4261
Machinery (Thousands of Tons) 700 560
Railway Material (Thousands of Tons) 47 4t
Cotton Years (Millions of Pounds) 210 169
Cotton-Fabric Goods (Mill. o. Sq.
Yards) 7075 3367
Woolen and Worsted Goods (M. o.
Sq. Yards) 168 170
Silk Geods 104 66
Exports showed a more favourable develop-
ment in 1928 than in 1927,
Imports Exports Imports Surplus
(In Millions of Sterling)
1027 1005 709 386
1928 1076 723 353

The deficit of the balance of trade was 33 million pounds
smaller in 1928 than in 1927, the increase in exporis figuring
at 14 millions (that jn finished-goods exports alone at 14.7
millions). The increase in the exportation of finished goods was
mainly due to larger exporis of ships, machinery, and
chemicals.

The <low advance of exports continued in the current year;
in the first two months the increase in the value of exports
over the corresponding period of last year was 55 million
pounds. As regards finished goods alone, there was an increase
of 4.4 million pounds.

The British bourgeoisie is more and more exposed to the
competition of Germany on the world market. For this reason
there was great opposition to the German-South African com-
mercial treaty, though without avail.

Capital Exportation.

In connection with the recession in the deficit of the ba-
lance of trade, there has been an increase of capital exportation.

British Balance of Payments in 1928
(Expressed in Miliions of Pounds)

1026 1027 1928
Surplus of Imports of Goods and Precious
Metals R ¥ T (1) I 1t
Surplus of Outside Government Revenue . . 4 1 13
Surplus from Navigation . . . . . . . . 120 140 130
Surplus from Foreign Investments . . . . 285 285 2585
Surplus from Interest on Short-Termed In-
vestments and from Commission . . . . 60 63 65
Other Sources of Revenue . . . . . . . 15 15 15
Total Revenue . . . 433 504 508
Available for Cap. Exportation . . . o 114 149

*) Without Irish Free Siate.
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British capital exports in 1928 were still not above 60 per
cent. of the average capital exports of the five pre-war years
1909-—13.

In connection with the exportation of capital we must con-
sider the struggle between the bourgeoisie of Great Britain
and that of the United States for the control of certain im-
portant economic positions. The Americans desire to secure a
decisive influence in various British enterprises; this the Bri-
tish resent. Thus there is a struggle for the copper production
of Rhodesia and for the control of the electrical industry.
60 per cent. of the shares of the British General Electric Com-
pany are already in American hands. It was only at the last
moment that the Marconi Company managed to prevent the
majority of its shares passing into American hands. Both these
companies have denied the right of voting to foreigners, an
example which the Burmah Company, which owns lead and
zinc works in India, is now about to follow,

The General Electric Company (not to be confounded with
the American company of the same name) has involved itself
in a serious conflict with_its American shareholders. It is
issuing new shares to a value of 1.6 million pounds, which
will be purchasable by British holders only, and that on very
favourable terms.

Seeing that the Americans are in a position to adopt re-
taliatory measures and that there are still very considerable
British investments in the United States, the General Electric
Company will presumably have to give in. In the meantime
the emission of the new shares has been suspended and nego-
tiations are in progress with the representatives of the Ame-
rican shareholders in London. Such incidents are at the same
time characteristic of the strained relations betwee the United
States and Great Britain,

Unemployment and Industrial Peace.

. The productional index fo the Board of Trade shows an
increase of the volume of output by 9 per cent. over 1924
(without relerence to mining), but the number of workers

emploved in industry has remained practically unchanged, i. e.:

6.2 millions in 1924 and 6.3 millions in 1928 In the meantiine,
the number of unemployed is on the advance from year to
year in keeping with the growth of the population.

Number of Unemployed among Insured
Workers.

At the Close of 1927 1028 1929
the Month of: in Thousands

Increase over
Preceding Year

September 1075 1384 — 300
December 1363 1565 — 107
January — 1199 1434 235
February — 1109 1391 282

At the end of January unemploymeni comprised 12.3 per
cent. of the insured workers, at the end of February 12.2 per
cent.; apart from the time of the mining lock-out unemployment
was never so great since 1923, By the end of March, the per-
centage of unemployed had receded {o 10.1.

At the same time the number of unemployed not in receipt
of benefit grows greater and greater and their need more and
more unbearable.

The great chronic unemployment of the masses has enabled
the frade-union leaders to reduce the economic struggles to a
minimum. In the course of the last 35 years there were never
so few strikes as during the last two years.

Duration of
Strikes

in Millions of
Working Days

P articipants in
LabourConflicts
in Thousands

123 ., . . 405 10.7
13 . . .. 613 8.4
1025, . . . 44 8.0
1026 . 2734 162.2
1y . .. 108 1.2
1028 . L0 124 1.4

This is the basis on which the trade unions were able to
develop their policy of industrial peace. which led to a com-
plete capitulation to the bourgeoisie. In the middle of February,
after the lapse of seven months. the great organisations of
British capitalists (the Confederation of Employers’ Organisa-

ticns and the Federation of British Industries) turned down the
suggestions of the Mond-Turner Conference, a step which was
severely condemned even by the “Times”. Nothing was said 23
to the reasons of this refusal, but they are fairly obvious.
The said organisations of employers do not wish to recoy-
nise the trade unions attached to the T. U. C. as the only re-
presentatives of the workers, relusing to abandon the yellow
trade unions existing in the shipping and coal-mining trades.
The employers absolutely refuse to allow any interference oi
the trade unions in the organisation and conduct of the con-
cerns, for which reason they are also not willing to negotiate
in regard to the National Industrial Council.

The employers might well turn down the suggestions oi
the Mond-Turner Conference without endangering industrial
peace. knowing as they do that the General Council is absol:-
tely determined to avoid economic friction which might ha.e
an adverse influence on the election chances of the Labu:-
Party and would be unbearable {0 a possible Labour Govern-
ment. As a matler of fact, the General Council has, despite
the rejection of the Mond-Turner proposals, accepted a further
invitation on the part of the official organisations of Britih
capital above named.

As may be seen, however. from the events in the Scotch
mining trade unions the British working class is not incline
indefinitely to put up with the treachery of the trade-union
leaders. The distress of the paupers and the {nemployed
amounting with their dependents to at least seven million per-
sons, must sooner or later lead to a tremendous social upheaval.
Hence the endeavours of all British politicians to find wa:
and means of reducing unemployment,

The United States.

With Hoover's entrance into office. the economic life ¢f
the United States has experienced a certain re-animation.
Whereas Coolidge was only a passive executive organ of th
will of the big bourgeoisie of the United States, Hoover is 2
living organisational force standing for the development ¢
American imperialism.

In the address with which Hoover convoked the interim
session of the Senate for the middle of April, he spoke in favo:
of a higher customs tariff, Since, as a result of the industrial-
sation of the South, the Democratic Party has also abandon:!
its resislance to high industrial duties, there can be no doul!
but that a fresh material rise in the customs ftariffs is imw-
nent. In view of the predominance of the monopolies in e
nomic life everv per cent. by which the tariffs are increa:d
spells a corresponding increase in the profits of the big mon:-
poly organisations. It is characteristic that the American Fe-
deration of Labour should be among the advocates of higher
tariffs, Woll, vice-chairman of the Federation, recommend:
not only an increase in the tariffs but also the application
the “American valuation” in the assessment of duties.

The proposed invigoration of the fight against spiri-
smuggling is likewise in the interest of the industrial capitali-<.
as is also the envisaged creation of a fund of 3,000 millicn
dollars for the purpose of carrying out public works in the
eveniuality of a recession in the trend of business.

Hoover’s foreign policy. too. is completely directed towards
supporting the expansion of United States capitalism. It is sic
nificant that Hoover has chosen as his Secretary of S
Stimson, formerly Governor of the Philippines and an expat
on matters connected with Asia: also that immediately upon
his appointment and prior to his departure for the State:,
Stimson should have paid a visit to Shanghai, where he hid
an interview with the Chinese Foreign Minister. (“New York
Times” of February 28th, 1929.)

Similar significance attaches to the decisive atiitude of the
Unifed States Government in favour of the present Government
of Mexico, the furnishing of arms to the Mexican Government
troons, and the permission for these troops fo cross Americas
territorv in the course of the civil war. These two facts. the
visit of {he State Secretary to China and the support of th
Mexican Government, symptomatically point the direction of th
future policy of expansion of the United States. (According !
the “Frankiurter Zeitung” of March 26th, the Shanghai elec-
fricity works, which are among ihe largest in the world. ar¢
to be sold for 10 million pounds to the American and Foreic:
Power Company.)
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The extremely capitalist character of the Hoover Govern-
ment is clearly apparent from the composition of the Cabinet.
Not only has Mellon, a typical representative of the financial
capital of the United States (personally connected with the alu-
minium trust, with coal-mining interests and the like), retained
his post of Secretary of the Treasury; the new Secretaries are
all recruited from the ranks of the leading capitalists. Lamont,
Hoover's successor as Secretary of Trade, is on the boards
oi a dozen big enterprises. including Armour & Company,
Dodge Brothers, and the International Harvester Company.
The commencement of Hoover's administration was the signal
" for a fresh vigorous boom on the stock market and for a series

of gigantic amalgamations and capital augmentations.

|

The Business Development.

The business position has materially improved during the
last few months, as will be seen by the following index figu-
res. In this connection the rcader should be warned not to
draw any particular economic inferences from such index figu-
res as appear in the daily papers. The index figures of the
United States are frequently changed and are published in va-
rious forms. Thus the Federal Reserve Board has published
an index of national production on the basis of 100 to repre-
<ent the level of 1923 and more recently again an index based
on the leval of the average of the three years from 1023 to
1925 Furthermore, the said indices are published without any
adaptation to seasonal differences. The daily papers, mean-

while, are wont to mix the various indices, so that they must
be read with the utmost reserve,

Returns of the Federal Reserve Board.
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Monthly Average . 1027 106 92 — 128
Monthly Average . 1028 110 89 103 135
January 1028 105 88 100 133
November 1028 112 91,6 103 126
December 1028 113 91 103 116
January 1929 117 91 104 128

In January the index of industrial production was thus
twelve points higher than a twelvemonth earlier, while the in-
dex of occupied workers had advanced by no more than 3 per
cent. This means tihat the relative diminution in the number
of workers in proportion to the volume of output continues to
progress.

The following table, published in the “Annalist” is cha-
racteristic of the trend of production in individual industries
during the last few months.

Business Index Figures of the “Annalist”

S =

& =
Iron Output 103.7 100.6
Steel Output . 106.9 103.0
Loaded Trucks . Coe . 101.3 0§ 2
Output of LElectr. Energy . 1023 103.1
Ccal Output . . . 103.6 93.7
Automobile Output 1457 145.7
Cotton Consumplion . 107.7 111.2
Wool Consumption . 1017 107.3
Output of Footwear . . . . - 102.0
Zinc Qutput . §0.0 85.1
Combined Index 105.7**) 1010
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1059 1008 105.9 101.6 80.3
106.0 1063 112.6 113.4 87.8
074 098.7 05.4 05.0 94.0
00,1 101.0 102.8 100.9 100.6
03 04.6 929 308 02.6
09,1 97.0 100.8 103.9 06.4
102.6 107.3 106.0 04.2 101.2
102.2 102.6 100.1 08.2 101.2
91.2 8.2 103.1 105.6 103.0
91.6 06,2 01.9 0953 878
99,1 101.5 101.0 08.8 97.2

The table shows that the production of automobiles is the
main factor in the business boom. From this industry the boom
spreads to the iron and steel output, which in February was
irom 15 to 20 per cent. higher than a year ago. while in March
it showed absolutely record figures. The iron and steel indu-
stry in particular is supplied with orders for a long
time ahead. The output figures at 95 per cent. of capacity and
more. At the end of March the terms of delivery for steel plates
were twelve weeks.

In March the output of pig iron was 3.7 million tons,
which represents the peak figure of the last nine years.

Weak Points of the Business Position.

In spite of the great optimism of the United States capita-
lits, it 1s obvious that there are a number of weak points in
the American business position. '

One weak point lies in the automobile industry. For the
past three years the sales of the automobile industry have been
much on fhe same level, figuring at rather more than four
million cars per annum, Now that Ford has recommenced pro-
ducing to full capacity, while a number of other producers
have also greatly extended their capacity of output for compe-
titive purposes, there is the imminent danger of an over-pro-

13) Seasonal Differences Considered.
») Provisional figure.

duction of automobiles. The industry, it is true, is making the
utmost endeavours to get rid of part of the surplus output by
a penetration of forcign markets. In the year 1928, 368.000 pas-
senger automobiles and 139,000 lorries were exported. to a total
value (with spare parts) of 522 million dollars. In January 1020
the export figure was 25,000 for passenger cars and 13.000 for
lorries, representing. together with parts, a value of 48 million
dollars. But, substantial as these figures are and seriously as
they affect the European automobile industry. they are vet not
adequate to banish the danger of an over-production on the
United States market.

Another weak point in the realm of production is the re-
gression of the building activity, which in January fell short
of the extent of January 1928 by as much as 11 per cent.
Nor is the proportion likely to have improved since then.
If we consider that in 1028 the value of newly constructed
buildings amounted to 8,000 million dollars, the significance of
such a recession for the entire economy is apparent.

The third weak point lies in the over-production of crude
oil. At the beginning of March the daily output ficured at
2.7 million barrels, or 350,000 more than a year ago. The stocks
of oil amount to 373 million barrels, wellnigh equalling the
output of half a year. By reason of an agreement among the
big oil concerns, 1t is true, a restriction of output has been at-
tained not only in the United States but also in Venezuela, but
it is doubtful whether this agreement will be maintained.
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Finally, the critical position of agriculture continues un-
changed. True, in his address fo the Senate Hoover promised
that the extraordinary session of the Senate should be devoted,
inter alia, to working out a Bill in favour of agriculture, but
it is economically inconceivable that the ruling financial capital
which Hoover represents should afford any serious assistance
to the unorganised small agricultural capitalists, whose exploi-
tation constitutes one of the foundations for the profits of
monopolised capital. The envisaged increase in the duties on
agricultural products can merely have the effect of enhancin,
the prices of certain goods in certain limited regions. For al
such goods as are primarily dependent on exportation, such as
wheat, cotton, tobacco, and cattle products, an increase in the
tarifis can be of no advantage,

The Difficulties on the Money Market.

The most serious difficulties are those which have been
brought about on the money market by the tremendous specu-
lation on the stock exchange. The situation may be summed
up by saying that the Federal Reserve system has lost control
of the money market. As a matter of fact, it has not been
found possible, in spite of the higher bank-rate, to curb stock-
exchange speculation and the rise of the loans invested in this
direction. Things have gone so far that various economists are
speaking of a new inflation of quite a special nature in the
United States. '

Added to this we have the increase in the bank-shares
and in the shares of the investment trusts. The significance of
this tremendous apparent increase in fortunes and incomes be-
comes apparent when it'is borne in mind that the value of the
wheat, maize, and cotton crops together is roughly 4,000 mil-
lion dollars a year. In the opinion of numerous economists in
the United States, an artificial inflation of incomes has been
brought about. This leads to an enormous increase of luxury
consumption. in all directions.

All warnings issued in regard to speculation have hitherto
proved useless. On March 20th, the loans employed in stock-
exchange speculation reached the record height of 5,793 mil-
lion dollars. Owing to the policy of restriction and to the
pressure of the Federal Reserve Banks thefe was- wellnigh a
panic on the stock exchange on March 27th. ‘The rate of in-
terest for call money rose to 20 per cent. and a serious fall
of the rates set in.

Meanwhile the leading banks refused to accede to the
credit policy ol the Federal Reserve Board. The National City
Bank placed big sums at the disposal of the stock exchange so
as to prevent a collapse, Miichel, the chairman of the said
bank, declared it to be the duty of the banks to avert a
serious crisis on the stock exchange. This duty must take pre-
cedence of attention to the warnings of the Federal Reserve
Board. For this reason, he said, the National City Bank had
placed big sums at the disposal of the stock exchange as soon
as the danger of a collapse of the rates became acute,

This incident also shows that the Federal Reserve Bank
system has lost control of the money market and the stock ex-
change. Inevitably, sooner or later, as soon as the leading
banks are prepared and disposed to take the risk, there is
bcund to be a great stock-exchange crash, which may well be-
come the starting point of a serious crisis.

Foreign Trade.

As we already pointed out in the first section of our re-
port, the exports of the United States increased in the course
ol last year, though the increase was no greater than that of
the entire volume of output. A point of particular importance
for international frade was the increase in the exportation of

finished products by the United States. The increase in thi
connection over 1927 amounted to more than 50 million pound
If we bear in mind that the entire foreign trade of the worl
in regard to finished goods represented a value of irom 2"
to 2,500 million pounds, the significance of this increase wi
be apparent. The increase, moreover, appears to be continuin
in the current year.

Foreign Trade
(In Millions of Dollars)

Imports Exports Finished-Goo.
Exports
Monthly Average 1927 . 349 397 163
Monthly Average 1928 . 341 419 188
November 1928 326 538 206
December 1928 339 466 183
January 1929 369 487 —
Fcbruary 1929 371 444 —

The exports of the first two months of the curreat yer
were almost 150 million dollors greater than those of the co-
responding period of 1928. The surplus of the balance of pa -
ments in the said two months was almost 200 million dollai -
Such substantial export figures have mot been recorded sin¢
1921, It must be remembered, however, that some very impo -
tant American export goods, such as cotton and in particul r
copper, are priced much higher now than they were a year ag.

In keeping with the very favourable commercial balan.:
with the tension on the money market, and with the decreas: !
capital exportation, the importation of gold to the United Sta: :

!

has set in in earnest, amounting in the first iwo months @

1920 to 23 million dollars. It is probable that the current ye -
will see a further increase of the export surplus and of ii:
importation of gold.

The Position of the Working Class,

In view of the altogether insufficient social statistics in ti:
United States, it is diflicnlt {o make any definite statement -
to the position of the American working class. Now that {:
elections are over, very little is heard in the bourgeois pr::

in respect ol unemployment. That in spite of the improved b - .
siness position there is still a very considerable degree ! .

unemployment, cannot be doubted. This matter we have de:!
with in the General Section.

As regards wages, or rather earnings, there are likewi: -
no comprehensive statistics. In certain industries, such as co:- |

mining and the textile trade, wages have been reduced, whi:
in other cases, e. g. in the copper industry and on sever!
railroads, they have been slightly raised.

The index figures of the Federal Reserve Board, which 2:

based on the returns of the Bureau of Labour and compri:
more than three million factory workers, afford the followir:
survey, on the basis of 100 to represent the level of 1919:

Year Year Year Year Jan. Feb

1925 1926 1927 1928 1920 19X
Number of Operativess . 95 06 92 90 91 93
Wage Amount 107 109 105 104 103 110

[

These figures show the well-known tendency of a dimin -

tion in the number of operatives and of the amount paid ot

~as wawes, the earnings per worker having remained more ¢’

less the same or, if anything, having slightly receded.
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