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By E. Varga.

I. The Hague Conference, the
disarmament Manoeuvres and the
Aggravation of Imperialist
Antagonisms.

The last few months have been characterised by the frantic
orts of the imperialists to camouflage the constantly increasing
flerences between them by means of pacifist phrases and the
wmpous  announcenlent of an agreement between the United
ates and QGreat Britain as to the limitation of naval armaments.
his fact is established not only by us Communists. but also by
e “Economist” (of September 2ist), one of ‘the most reputed
‘wans ci the British Liberal bourgeoisie,

“To make out that this provisional agreement is an
essential step towards the diminution of naval armaments.
is sheer mystification.

“The agreement between Great Britain and the United
States ‘is hardly more than a concerted programme of naval
construction within limits which possibly represent that
minimum which is acceptable in either country to the ad-
vocales of a big navy.”

Thus writes this leading bourgeois organ in regard to the
naval disarmament agreement” which has already been agreed
lpon in its general outlines between Great Britain and the
-nited States. It is no agreement for disarmament, but a con-
erted programme of naval construction.

The aggravation of imperialist diticrences and the war pre-
jarations against the Soviet Union naturally do not permit of
wmy actual disarmament, but they oblige the imperialist Powers
' hide their war preparations behind a pacilist smoke-screen,
% as to lull the suspicions of the proletariat. In this object, they
are actively supported by the reformists. The nearer the danger

of war approaches, the more eagerly is this pacilist mystification

carried on.

These strenuously pursued war preparations naturally do
"ot exclude temporary agreements in certain directions. Such an
iereement of a sectional nature was also concluded on the
O)CCqSlon of the Hague Conference, where the arrangements of the
aris commission of experts were accepted in their essential
Jetails, But it is just the course of the Hague Conference that
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shows how entangled and indissoluble the imperialist differences
ol the third period actually are.

Last year, especially after the conclusion of the Franco-
British naval agreement, two great rival camps appeared to be
outlined, viz. the British Empire. France (with its colonies and
its European vassals) and Japan on the one hand. and America.
Germany, and China on the other. This was the main constel-
lation in all imperialist differences, based on the rivalry between
the United States and the British Empire. In view of the decisive
preponderance of these two world powers it was to be foreseen
that all imperialist differences of a secondary nature would in
one way or anotier adapt themselves to this main difference.



all smaller imperialist Slates arraying themselves behind the one
cr the other ol these two great rivals.

The outward aspect of the Hague Conierence, however,
appeared to be in pronounced contradiction to this constellation.
The struggle for the realisation of the Young Plan ensued
almost entirely within the British bloc, whereas the United
States were merely represented by an “observer”, of whose acti-
vity no actual conception can be gained from the press. China
was not represeuted and Germany was the only debtor con-
fronting the numerous Reparations creditors.

But for a long while the struggle at the Hague did not turn
upon the extent and manner of the Reparations payments due by
Germany, but referred merely 1o the distribution of the Repa-
rations payments. Of the six Powers concerned, France, Italy,
Belgium, Japan, and Germany unreservedly spoke in favour of
the Young Plan, while Great Britain was in favour of the
German obligations established by that plan, though with a
reservation regarding ihe distribution of the German indemnity
among the Entente Powers, Germany was therefore in a po-
sition to watch the fight with relative equanimity up to the time
when, towards the end of the Conference, there was a turn of
affairs which led to a solution of the diiliculty of distribution
partly at the expense of Germany. The main fight was waged
for a long time within the Franco-English bloc, where the folio-
wing cunious situation resulied,

In the matter of a distribution of the German Reparations
payments, Great Britain was_isolated .in its opposition to the
other Reparations: creditors, France, Italy, Belgium, and Japan.
Nor did the British attempt to gain over the smaller Reparations
creditors, Rumania, Yugoslavia, and the like, meet with any
lasting success.

As regards the evacuation of the occupied territory, France
was isolated in opposition to the bloc of Great Britain, Ger-
many, and Belgium. Italy and Japan are not greatly interested
in this question.

THE SPA AGREEMENT, THE BALFOUR NOTE, AND THE
YOUNG PLAN.

For the distribution of the German Reparations payments,
there are three different bases, furnished respectively by the Spa
Agreement, the Balfour Note, and the Young Plan. The Spa
Agreement provided for a perceniage distribution of all German,,
Reparations payments among the Reparations creditors. The key
of distribution — prior and subsequently to the lapse of the
privilege granted to Belgium for several years, would have fi-
vured as lollows:

Original Key Upon Lapse of Bel-
gian Parity
(Paris Agreement of

1925)
France . . . . . . . . . 52 53
Great Britain . . . . . . . 22 23
Ialy . . . . . . ... .10 10
Belgium . . . . . . . . . 8 5
Small Creditors together . , . 8 8

The Balfour Note eslablished that, in view of the obvious
impossibility of an all-round cancellation of the inter-Allied
debts, Great Britain must receive as much from Germany and
the other Allies as it was itself bound {o pay to the United
States.

The Young Plan ignored both the Spa Agreement and the
Baliour Note, reducing the Britain share in the German pay-
menis to 19'/, per cent. and allowing Great Britain no share in
the immediately mobilisable annuities devoid of “transfer” pro-
tection.

This called forth vehement protest on the part of the entire
British press. and the declaration by Churchill in Parliament
that Great Britain would conseint to no reduction of its quota
extablished at Spa, Although the British delegates joined in
siening the Youing Plan, Snowden’s attitude at the Hague was
hardly surprising after the previous announcements on the part
ol Churchill.

Snowden set up the following claims:

@) In keeping with the key of distribution established at
Spa, Great Britain's share was to be increased by 48 miillion
murks annually, not by an increased burden upon Germany nor
s1 the cost ol the smaller creditors, but at the cost of Italy.
France, and Belgium. which countries were according tc the

. parations Bank. which under American influence would

Young Plan to receive more of the German pavmess x o
Britain's expense than was due to them under the Spa 7=
ment,

At the extremely complicated Paris expert pegotiabom:. --
procedure had been such that each interested Power regsi=:|
and defended its own claims, irrespective of the Spa Agreem)
On the basis of the Young Plan there resulted the fokc.:
average annuities between 1920 and 1965:

France . . . . . . . . . 10465
Great Britain . . . . . . . 4090
Baly . . . . . . . . . . 2137
Belgium . . . . . . . . . 1155
Rumania . . . . . . . . 20.1
Yugostavia . . . . . . . . 84.0
Others . . . . . . . . . 1000

1988.8

Compared with the Spa Agreement, this distribution e ..
for Great Britain a reduction of 48.3 million marks per a—
for Italy an addition of . . . 36.8 million marks per a=-
for France an addition of . . . 1.7 million marks per 2=
for Belgium an addition of . . 12.2 million marks per z:z-

(According to calculations by the “Wirtschaftsdienst” .
August 29th.)

b) Great Britain was fo receive such a proporuon ~ -
payments not protected by transiers as had been esta>]
under the Spa Agreement.

c) The deliveries in kind were to be abolished with ¢~
despatch.

These dentands were put forward by Snowden wi-
altogether undiplomatic brusqueness and rudeness. so 1.
the “Times” rightly observed, the Hague Conference wa: -
state of critical excitement from its very inception. The &
delegation, whose attitude — after an abortive attempt - -
part of the French press to play off the pacifist MacD.-.
against Snowden, who was “endeavouring the final liqui:-
of the war” — was supported by a widely published le«
MacDonald’s and by the entire public opinion of Great B-:
refused all offers made by the “Four-Power Bloc” (}:-
Italy, Belgium, and Japan) on the grounds that it was x-
up no new claims but was merely defending those whicn
already been sanctioned by the Spa Agreement. The fac
according to the Young Plan the sums due to Great br -
would for the future cover the British payments to the L -
States but not such amounts as had already been pax
Great Britain to America (roughly 4,000 million maras -
that the principle set up by the Balfour Note. that Gres -
tain should receive just as much as it stood to pay. app-
not to be observed. gave the British demands a further :
fication and an increased popularity among the British pi-

THE SIGNIFICANCE OF GREAT BRITAIN'S POLICY
THE HAGUE.

a) The British Labour Government desired to show
British bourgeoisie that it was defending the capitalist 17
ests of Great Britain in the matter of Reparations, and espec
in relation to France, more decidedly and successfully thas -
Conservative Government had done by the Francophile p
of Chamberlain.

Both for the Labour Party itself and for the British ™
geoisie, this step was of moral rather than material impor -
Gieat Briiain's budget amounts to 750 or 800 million p.-
per annumi; the 1.8 million pounds which the British Go:-
ment has succeeded in securing out of Reparations there
constitute only (.25 per cent. of the entire British budge' -
relatively insignificant amount, Nor is Great Britain's pir =
pation in the non-protected payments of any jmmediatels -
tical value.

b) The Brilish bourgeoisie was from the first rather
verse to the Young Plan, particularly so in regard to tie ¥

iiable to menace the importance of London as a monew
cenire. Any pronounced hostility to the Young Plan would b
placed Great Britain in opposition {o all the other imperizi
Powers and would have incurred for it the stigma of ac:r.
as an obstacle to peace. It was in the interest of the mew Bri -
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icy. however, 10 render the position oi the Conference cri-
I by an obstinate adherence to the original British ciaims,
ereby a modification of the Young Plan might be eilected..
c) The British bourgeoisie was, in point of fact, opposing
hegemony of the United States in international politics,
1ough there was naturally no mention of any such intention
the Hague negotiations. This would appear to be in contra-
tiori to the outward aspect of the Conference, to the simul-
€OLS ostentatious preparations for naval disarmament on the
't ol Qreat Britain and the United States, and to the effusive
nonstrations of friendship exchanged between MacDonald
I Dawes. The contradiction, however, is only on the surface.
At the Paris Conference; the experts of the United States
Kk both Italy and Germany under their protection. (This ap-
*s to Germany only in so far as its oppression by the other
wers is concerned, for all German attempts to play the role
an acitve imperialist Power. o regain some of ifs lost co-
ies, and the like, were rigorously opposed by the United
tes in full agreement with France and Great Britain.) At the
2ue Conlerence, on the other hand, Great Britain at first
sed as the friend of Germany, for several weeks refusing to
ir of any fresh encumbrance of Germany beyond the limits
the Young Plan for the satisfaction of the British claims,
i at the same time announcing its intention of starting the
icuation of the Rhineland on September 15th independently
France and of the issue of the Hague negotiations. Great
itain, moreover, emphatically demanded certain sacrifices on
pari of ltaly. Finallv, however, it turned out, as has so
¢n been the case of late years, that an agreement was to be
whed at ihe expense of the weakest party, i. e. Germany.

The entire attitude of Great Britain at the Hague, however,
- demonstrative show of strength and obduracy, was intended
serve as a warning to the United States, to the efiect that
eat Britain was not prepared without very serious resistance
comnly with the American wishes in regard to a reduction
its naval forces. On the other hand. the prospect of being
€ by means of a naval agreement with the United States to
ninish. at least temporarily, the menace to Great Britain of a
litary preponderance of France on the European Continent.
s undoubtedly one of the factors which encouraged the Bri-
h bourgeoisie. through the mouths of thejr present official
‘resentatives. MacDonald and Snowden, to make such a firm
nd against the French aspirations at the Hague.

It is obwious, however, that the efiusive demonstrations of
endship between MacDonald and Dawes or even a possible
reement in regard to naval disarmament, cannot change the
t that the fundamental antagonism between Great Britain
4 America must continue 1o be the main factor in infer-
iperialist differences altogether and that this difference
eds increase under the pressure of economic conditions. We
iV observe that the industry of the United States, entrenched
hind ever-higher protective tariff walls, seeks to increase its
ports from year to year, that American capital exportation is
isimg that of Great Britain from South America, Canada, and
ustralia, that the United States capitalists are systematically
thting and seeking to render inefiective the British raw-ma-
rial monopolies, and that, relying on .its tremendous gold
sldings, America is employing ifs credit policy for the coercion

i Great Britair.. which s experiencing difficulty in staying the
‘Minuous outflux of gold.

On the other hand, we may remark that Great Britain is
9t altogether vnsuccessiul in defending its position, The com.-
erial mission sent to South America under the lead of Lord
YAbernon, formerly British Ambassador 1o Berlin, was emi-
emly  successful in Argentina. A confract was concluded,
nder which the Argentine railways will in the course of the
€\t lew years derive railway material from Great Britain to a
alue of 20 million pounds. while British importers will ex-
21d the same sum in purchasing foodstulfs in Argentina, The
nclusion of this contract is at the same time a political

"¢ of mo small importance against the United States’ exploi-
Won of South America.

This economic struggle between the two most powerful
Terialist States will undoubtedly be enhanced after the immi.
"0 economiic crisis in the United States and must sooner
" later lead to open war. This state of affairs was summed
‘F’_l‘ (-'1: (I:OU'OWS in a resolution passed by the X. Plenum of the
RSN ORI I3 s »

International Press Correspondence

1417

“No mauner of negoliations., or even trausient agree-
ments. on the part oi the MacDonald Government with the
United Siates, can eliminate the inevitability of an armed
conilict between America and Great Britain; on the con-
trary, they will merely form a stage in the developmen
of such a conflict, just as the attempts at an understanding
among the imperialist Powers on the eve of the late war
nerely served to pave the, way for the hostilities of
1014/18.”

d) The ineviiable aggravation of the antagonism between
Great Britain and the United States renders it necessary tha
Great Britain should not pursue an. anti-French policy for any
length of time. However vehemently Snowden may have spoken
against the claims of France at the Hague and however bad
the personal relations between the French and British dele-
gations at the Conference may have been. the material claims
of Great Britain were finally satisfied not at the expense of
France but at that of other Powers. particularly Germany,
though it must admitted that the British resolve to start with
the evacuation of the Rhineland on September 15th, consiituted
a severe pressure on France to the benefit of Germany.

Nevertheless, we cannot agree with the opinion expressed
by part of the German and French press, to the effect thar the
“Entente Cordiale” is now definitely a thing of the past. i
it is a fact that the difierences between Great Britain and the
United States are making for war, Great Britain must needs
remain on good terms with France, for a simultaneous war
against France and the United States would entail the possi-
bility nay, probability, of g destruction of British power.
whereas a war between Great Britain and the United States
without the support of the latter by any European Power in the
vicinity of England, might mean a-severe struggle on the Ocean
and in the colonies and greatly impair Great Britain’s position
as a worid Power, but could hardly involve the possibility of
any actual invasion of the British Isles.

More generally speaking. those fechnical developments
which have deprived Great Britain of the advaniages of an
insular position in relation fo France in the case of war. force
Greai Britain to pursue a policy tending to eliminate the
possibility of war with France umtil the greatest problems of
Great Britain’s infernational relations, viz. the differences bet-
ween the British Empire and the Soviet Union or the Uniied

States, respectively, have been settled by the arbitrament of
the sword. '

Finally, it is not fo be expected that the differences bet-
ween Great Britain and the United States could lead t0 a war
prior to the assault of the imperialist world under the lead of
Great Britain on the Soviet Union. And such an assault una-
voidably calls for co-operation on the part of Great Britain and
France, with the inclusion of the latter’s European vassals,

We are therefore oi opinion that the significance of Bri-
tish policy under the Labour Governiment does not lie in ihe
attempted substitution of an Anglo-American for

‘ an  Anglo-
French alliance, but rather in the endeavour to regain the
lead in European politics and to play the leading. instead of

the secondary. réle in the Anglo-French Entente. So as to
weaken France’s position in Europe, Great Britain supports
Germany in the question of evacuation: in place of the ahsolute
military predominance of France it seeks fo establish a more
equal division of forces, quite in keeping with the {ime-ho.
noured {raditions of British foreign policy. In thig way, the
British bourgeoisie and their Labour Government seek io re-
store the hegemony of Great Britain in its old réle of a me-
diator on the European Continent, on which basis it can more
successfully confront the United States,

"At the same time, however, Great Britain can naturally
not support the economic and imperialist development of Ger-
many to more than quite a moderate exfent. At the present
time, Germanv's industry is already second to that of the
United States as 1 competitor of Great Britain on the world
market, Therefore there can be no question of an Anglo-Gerinan
Enfente in place of the Anglo-French altiance. In a political
and milifary sense, Germany is far less daugerous to Great
Britain than France is. hut economicallv it is far more wo.
What induces Great Britain to adopt a friendly attitude (o
wards Germanv at the nresent juncture, is in the first place
the important ‘role which, thanks to ifs ceniral position in
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Europe, Germany would be called upon to play in the event
ol an attack on the Soviet Union.

THE OUTCOME OF THE HAGUE CONFERENCE.

The material outcome of the Franco-British duel s before
ali an alteration of the Young Plan to the disadvamtage of
Germany. The following are the changes which have been
made in this regard:

a) Within the limits of the Young Plan, that section of
the German payments which is not under the tramsfers pro-
tection has been raised from 660 to 700 million marks per
annum.

b) Outside the Young Plan, the alterations are as under:

1. The 300 million marks which, between the months of
April and August. Germany has paid on the basis of the
Dawes Plan in excess of what it should have paid under the
Young Plan, will not be refunded to Germany, the employmant
of this sum being left ot the common decision of the Allies.

2. Germany incurs the obligation to pay a sum of 30
million marks for the cost of occupation from September 1st,
1929, until the evacuation has been completed. According to
the Young Plan. this question was also to have been decided
by agreement among the Allied Governments.

3. Germany waives all claim to indemnity for damages
caused by occupation.

Meanwhile, though these new sacrifices naturally repre-
sent a considerable sum, they cannot be said materially to
impair those advantages which Germany derives from the
Young Plan as compared with the Dawes Plan, viz. abolition
ot the “welfare index”, considerable reduction of the yearly
payments, especiallv in the first ten years, and abolition of the
railway and industrial obligations, the control of the Reichs-
bank, and the like. It is symptomatic that the news of the
latest changes, disadvantageous as they are, was answered on
ihe German stock-exchanges by a vigorous upward movemesnt
of the rates.

The greatest advantages at the Hague Conierence were
secured by Great Britain. Snowden put through his claims to
the extent of 80 per cent. The sum accorded him over and
above the limits ol the Young Plan was 40 million marks
vearly, whereas he had claimed 48 millions. The sum of 10
millions is made up as follows: Out of the surplus of German
payments rendered on the basis of the Dawes Plan between
April and Augnst over and above the extent of the Young
I’lan, 100 million marks are paid out immediately to Great
Britain, which correzponds to an annuity of 7.2 millions. Ano-
ther 23.8 milligns are guaranteed by the other Reparations cre-
ditors, Italv contributing 9 millions (v. “Times” of August
29th). Great Britain stands to receive only 36 million marks
imore, but since the Reparations payments are made monthly.
while Great Britain’s pavments to the United States are ren-
dered quarterly. the interest of two months at a time increase
the total from 36 to 40 million marks as between America
and QGreat Britain.

Of the transier-protected payments of Germany, Great Bri-
tain receives, counting the above 48 millions, roughly 100 mil-
lions per annum. whereas in keeping with the Spa percentaues
Snowden had demanded 120 millions. Finally, as regards the
deliveries in kind. Italv has engaged to purchase annually, for
a period of three vears. one million tons of British coal for
its railways.

France made no material sacrifices at the Hague, having
received its tull share of the German payments, both according
to the Young Plan and as regards the transfer-protected sums.

Sacrilices had to be made not only by Germany but also
w ltaly and the smaller Reparations creditors. ltaly sacrificed
he above-mentioncd seven million marks per annum. The smal-
er States had to waive their claim to a share in the transter-
protected paymenis in favour of Great Britain and are to be
indemnified in various ways in connection with inter-Allied
iwdebtedness.,

‘HE DISPUTE REGARDING THE CHARACTER OF THE
REPARATIONS BANK.

One of the most interesting *“results” of the Hacvue Con-
sreree is the fact that the appointment of an “organisational
‘nmittee of the Bank Yor internatiynal Payvments”, provided

for in .ae Young Plan, has not been efiected. The vozmp; i
thereiore, is really being put into practice, without e
rations Bank, which formed its culminating wtem s
ously coming into being. This is not because the negoic.-
regarding the distribution of Reparations payments aui -
evacuation of the Rheinland have been so greatly prozac.
on the contrary, the British have obviously — apart from =

reasons — delayed these negotiations so long as w0 p=:
the simultaneous foundation of the Reparations Bask T:

undoubtedly a provisional success of British bankiny o

in relation to that of the United $tates.

It is obvious that the interested Powers are of w:d:i .
ferent opinions regarding the character and the functiom =
Reparations Bank. And since that conception o! the Reper:
Bank which is embodied in the Young Plan, essentially r::
the views of the American international bankers Morga :
Lamont, who have found an individual ally in the ;o
of the British delegate, Josiah Stamp, there naturally ensw:
most serious differences in regard to the character of the i
and the place where it is to be established, since the p»:
representatives of the various Powers would not submit :: -
American plans. In this sruggle the most important pa:- -
that of British-financial capital, which was mnost ser.
affected.

It was that part of the prospective Bank’s programme «
surpasses the functions of a mere Reparations Bank tha 1
cularly roused the representaiives of British capital to resis~
the latter imterpreting the entire plan as an attempt on the -
of the United States to create an instrument under an i-
national flag for the purpose of attacking Londoas positc
an international financial centre. The resistance of the b
capitalists was already partially successful during the }
Conference. seeing that the share capital of 300 million ¢
originally provided by the Americans was reduced to 1% -
lions, only 25 millions of which are to be paid up at pr=-

Since then the propaganda of the British against the b
has been successfully coutinued. It is pointed outr with ~
ticular emphasis that the United States Governmenmt doe -
share the opinion of the bankers. In the United States -
there are opinions which are very sceptical as regards the -~
national tasks of the Reparations Bank, especially with ref: -
to the possibility of financing undeveloped ocountries in th: -
terest of the German deliveries in kind.

In France, too, there are misgivings regarding the %=
rations Bank.

Even in Germany. in the interest of which country th: -
parations Bank is allegedly to act as an international instin -
opinions as to its practical feasibility are growing more -
more sceptical.

In keeping with the Young Plan, the United States bar-.
desire to give the Reparations Bank as wide a scope as *
sible. The greater the activity developed by the Bank, the ur=
will be its dependence oa the capital of the United States, s .
(hat its own means would be absolutely inadequate for s.:
range of business. [t must therefore become more and more :
ool of American banking. British bankers, on the other rx
and British industry in general, would wish to see the scom
activity of the Bank narrowed as far as possible, so thx
should be nothing more than a clearing-house for the rx
tiation of the Reparations and inter-Allied debt payment:.

At the same time there are on either side also other opini-~
In the United States it is mainly the industrial capitalists »
cppose the extravagant plans of the bankers; in view of -
present high rate of interest for loans the industrialis:
America are not at all interested in an employment of Am:.
credit abroad. In Great Britain there are likewise certain cir:
that favour the idea of an international “super-bank™ with 1.
great awtliority; Siamp, a member of the Dawes and of -
Young Commission, is an enthusiastic champion of the R¢-
rations Bank. lle may, however, be looked upon a: .
exception.

As regards GQGermanv, the German capitalists hope
without cherishing any exaggerated expectations in this o
rection — that the Reparations Bank will help to finance Gz
man export trade, especially through the investment of the n:
transferable German payments in Germany itself (an organ:-
pro-iorma transter); whereas the “undeveloped” countries &
pendent on capital importation do not desire their i,
requirements to be financed by the Reparations Bank I’
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gueness prevailing in regard to the Bank is so great, that
the League of Nations session Poland, Denmark, and Norway
»ved that the Bank be attached to the League, which was
clined by Loucheur in the name of the chief Powers inter-
ed in Reparations. )

The outcome of these contradictory interests, o which must
added the struggle regarding the place of establishment, lies
the fact that, although the Young Plan has virtually, albeit

t officially, been in force since September 1st, the organi-
ion of the Reparations Bank is still in its infancy. After long
icussions in regard to the question of how the Commission is
be convoked and where it is to take place, the members were
ally appointed at the end of September and early in October
: gommission began to sit at Baden-Baden. As regards the
sulis of its deliberations. all thal has as yet franspired is that
: share capital was established at 100 million dollars, as pro-
led for in the Young Plan. The United States Government, it
1 be remembered, has forbidden the Federal Reserve Bank to
‘e any official part in the Reparations Bank, for which reason

Regnold, Chairman of the *“First National Bank of New
rk” and at the same time a manager of the New York Fe-
-al Reserve Bank, was appointed by the managers of the
ropean central banks and upon the recommendation of
srgan and Young to figure on the organisational commission.

The most difficult question is. where the new Bank is to
ve its headquarters. In this regard the “Kolnische Zeitung”
September 16th reports that at Geneva a compromise has
xn arrived at with the British, who wanted to have the Re-
-ations Bank in London. and that the seat of the Bank will
in Switzerland, while the goverior of the Bank will be the
W known British banker Niemayer. Whether this is in keeping
th facts or merely represents an attempt at mediation on the
rt of Germany, is at present siill unceriain,

In some form or other the Bank will presumably come into
ng. It is obvious. however, that the ambitious plans of the
ited States bankers will have to be greatly diminished and
.t the fight of the imperialists will continue within the Bank,
that all action on a truly large scale will be impeded.

IE AGGRAVATION OF IMPERIALIST DIFFERENCES
AND THE DISARMAMENT SWINDLE.

The outcome of the Hague Conference is that the Young
in will in future replace the Dawes Plan in determining the
bute due by Germany to the Entente Powers. We shall attempt
iefly to outline the way in which this change influences im-
rial);st difierences and the formation of blocs among the im-
rialists. We are obliged first to enumerate these differences
rarately, though in reality they are indissolubly interwoven
d interconnected. .

1. The fundamental antagonism existing between the
pitalist world and the Soviet Union, is enhanced by the ac-
ptance of the Young Plan, and the attempt at a violent solu-
m of this diiference by means of war is accelerated. In the
iited front of the capitalist countries against the Soviet Union,
xrmany forms the weakest link. The German bourgeoisie,
nquished in the war and seriously hindered in their new
perialist development by the loss of their colonies, foreign
pital investments, and fleet, by the tribute imposed upon them,
e foreign control of their economically commanding positions,
eir disarmament and the military occupation of important re-
‘ons, attempted temporarily to find support in the Soviet Union.
) as not to be altogether at the mercy of the Entente brigands.

In the same measure, however, in which the capitalist recon-
ruction of Germany progresses, the difference between capital-
t Germany and the Socialist Soviet Union becomes increasingly
ronounced. The policy of manoeuvring between an “Easfern”
1d a “Western” orientation has given way to more and more
elinite tining up in the anti-Soviet front. It is a question no
mger of principle but of price. The compromise arrived at
IH_he Hague in the Reparations question — the evacuation of the
thincland” and the termination ol the open control of the eco-
Smic key-positions in Germany — makes it easier for the
jtrman bourgeoisie to join in a common fight with the Wes!

-Uropean Powers, Germany's former enemies, against the Soviet
nion, .

Y The internal imperialist antagonism recedes into the back-
‘round in face of the antagonisms of the social systems (on the

Me side the capitalist orler of society with the rulz of the
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bourgeoisie and oa the othier the rule of the proletariat). T'he
acceptance of the Young Plan constitutes an acceleration in the
incorporation of Germany in the anti-Soviet front and therefore
an increased menace of war to the Soviet Union,

How energetically the war preparations are being carried
on by part of the éerman bourgeoisie, may be seen by the
revelations regarding the activity .of the German Reichstag de-
puty Klonne, who has repeatedly had discussions in regard
to a military agreement with French generals and and with the
French deputy Reynold, considered more and more to be a
leader of the Right'). Of thnesze discussions, Klénne even in-
formed the German Foreign Office. A similar impression is
créated by the assertion of Rechberg that the increasing re-
lations between French and German capital is bound to have
corresponding political consequences.

Less well known, though no less characteristic, is a sug-
gestion of the British linancier Strakosch for the organisation
of financial support by the League of Nations for States which
are unprovokedly attacked).

There can be no doubt that the entire plan is directed
against the Soviet Union, though the latter is not so much as
mentioned. The main idea is that attacked States are to be
accorded a League of Nations credit, which is to be ‘secured
by a triple guarantee, viz. on the part of the State benafited.
on that of some States *‘of undoubted financial stability” (which
obviously ineans the leading imperialist Powers), and on that
of all the signatories to the convention, The entire mechanism
is to be prepared in peace times and to come into force im-
mediately in case of war. The reasons advanced are naturally
pacifist, it being pointed out that in this way the nations will be
spared the necessity of great armaments in times of peace. That
the entire plan is directed solely against the Soviet Union, may
be seen by the following stipulation:

“The Convention is to come info force in favour ol
any member of the League of Nations which has joined the
Convention and which is unanimously (by the Council of
the League of Nations) recognised to be menaced by. or the
victim of, an attack®).

H is obvious that the League of Nations, in which capitalist
Powers with the most,antagonistic interests are represented, can-
not be expected ever to arrive at a unanimous decision as to
who is the aggressor unless it is a question brandmarking the
Soviet Union as the aggressor. It is therefore quite obviously a
matter of securing to countries bordering on the Soviet Union
the guarantee in advance of financial support on the part of the
League of Nations, so that they may more readily commence
an attack on the country of the workers.

K. in addition, we take into account the uninterrupted pro-
vocation carried on during the last few months on the Man-
churian irontier by the Chinese Government, which cannot for
a moment be supposed to be acting without the express ap-
proval of the leading imperialist Powers, we mav see how
systematically the war against the Soviet Union is being pre-
pared on all sides. '

2. The antagonism between the bloc of European debtor
countries, including Germany on the one hand and the United
States on the other, is organically established in the Young Plan.
The entire construction of this plan; the division of the annuity
into a sum (the larger portion, protected by the {ransier agree-
ment) which accrues to the United States, and another (the
simaller part, not so protected) which ialls io the share of the
actual Reparations receivers. the limitation of the latter part to
37 annuities, whereas the annuities for the United States must
still be paid for another 22 vyears; the stipulation that two
thirds of any possible rebate allowed the Allies by the United
States must in furn be accorded to Germany: the immediaie
combination of the German obiigations with those of the Alljes
to America - all this means an atlempt to co-ordinate Ger-
many with the European debtors confronting the United States.
a simplification and organised comprehension of the European

'} “Frankiurter Zeitung™ of September 23rd.
_ ) Sir Henry Strakosch. “A Financial Plan for the Preven-
tion of War”, London, 1929. See also “League of Nations Fco-
nomic and Financial Publication”, 1929, IL.. 14.
) v Strakesch, A Fiuancial Plan for the Preveniion of
War”™ p. o).
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debtor countries in their dealings with the stubborn American
creditor, and thus also an aggravation of the European-American
antagonism.

A continuation of this policy is to be found in the attempt
ol Briand to propagate the creation of the United States of
Europe, an attempt obviously directed against both the United
States and Soviet Russia. Thts propaganda has so far met with
no tangible success. Great Britain, in particular, has proved
adverse to the idea, it being pointed out, inter alia, that it is
the object of Great Britain’s policy to render the British Empire
a fully separate economic unit, stronger than either the United
States of America or the United States of Europe.

The United States of America consider the Pan-European
idea with indifference and reserve. Julius Klein, Under-Secre-
tary of State for Trade, declared on September 18th that “Ame-
rica has nothing to fear from the European economic union”,
the less so seeing that the economic rivalry of the individual
States makes their economic union without a political fusion
extremely improbable.

3. The antagonism between Great Britain and the United
States, the predominant imperialist antagonism of the present
time, was apparent at the Hague negotiations in various ways.
as we have indicated above. The problem of Reparations and
inter-Allied debts, however, is a single, albeit important, factor
in the entire complex of world-wide antagonisms between Great
Britain and the United States.

While the Powers were quarelling at the Hague regarding
the “final liquidation of the resulis of the war”, MacDonald was
carrying on “amicable” discussions with Dawes regarding a
restriction of naval armaments and the avoidance of future wars.
In relation to the United States, however, the role played by
Great Britain is widely different from that acted in relation to
;I;e representatives of Continenfal Europe assembled at the

ague.

At the Hague. Great Britain was attacking. Since all the
participants desired the acceptance of the Young Plan, Snowden
was in a position to act the part of the strong man and to
emphasise the position of Great Britain as a world Power.

In relation 1o the United States, Great Britain is the
menaced party. All the world over, the United States are
successfully attacking the economic hegemony of the British
Fmpire. America’s exports are expanding at the expense of
those of England. Great Britain’s raw material monopolies
are faced with the monopolised purchasing organisations of the
United States. In regard to capital exportation. England is

being ousted from one market after another. Relving on a

fremendous home market, protected by high fariffs. with a
canacity of absorption several times exceeding that of the Bri-
tish., American imnerialism is constantly ¢aining ¢round at
the expense of British imperialism. This pressure is all the
oreater. seeing that the capitalism of the United Stales is
“over-rine” and capital investments abroad are becoming more
advantageous than the develonment of productive forces within
the country. The economic fight must culminate in a passage
of arms,

The nectiations regarding a restriction of naval armaments
are nart of the premarations for war. The United States. eco-
nomicallv and financialy the stroncer of the two Powers. have
lready forced Gireat Britain to give un the traditional “Two-
Power Standard” in revard to great battle-ships in favour of
naritv with America: they now demand the same narity as
recards cruisers: Great Britain has the choice of nermitting the
United States to attain such ecauality bv tremendous new con-
striictions or of “voluntarily” awreeing tn establish eauality by
o restriction of its own armaments. The second wayv is the
cheaner and affords the nossibilitv of camouilaving the real
nqture of the concession bv means of pacifist phrases. Tt is
therefnore unlikely that MacDonald’s visit to the United Stafes
will lead to any “success” in recard to the restriction of
armoured-cruiser construction. The “success” will consist in
‘he Yact that throueh narity in cruisers it will he easier for the
United States to choose the moment for the outbreak of a war.

An agreement in tegard io cruisers is rendered easier by
the change in naval technics. which are making even the large
anisers an anticuated naval arm. Siall and verv last uniis.
submarines. aeronlane: with their parent ships, and anships are
the craft which borh Powers will continue to comoper2 in con-
structing once the United States have attained parity in regard
fo the crutsers,

With reference to the persomal discussions between M.
Donald and Hoover in the United States, the tollowix o
munique has been published:

“There is unanimity on the following points:

“1. That the present discussions are the outcome ani .-
continuation of the agreement on the renunciation 3
(Kellogg Agreement);

“2. That the principle of parity of fleets is accepwe
all types of vessel not covered by the Washington Agrem
and that this parity shal be attained by December 3ist -
On this point the British Government has conferred w:t -
Governments of the British Dominions, and the debnix
parity is to cover all naval forces of the British Empire.

-+3, That it is desirable to raise the question of a res -
of the period of service for battle-ships, so as to avo:
execution of the entire supplementary prcgramme pre.
for by the Washington Agreement of 1922.

“4, That both Governments are of opinion that subn -
should be completely abolished, but that this step canr>
efiected without the agreement thereto of all Powers imvic:.

On the basis of this agreement, an invitation wa: .-:
to a conference of the five great naval Powers in L
early in January 1930.

This agreement for the purpose of restricting naval »
ments meets with no inconsiderable amount of opposit=
England. A typical letter, written to the “Times™ (of Oc -
8th) by a leading member of the Navy League, declare:
“it cannot be too emphatically stated that in this spher: "
time has not yet come to cut the English coat accord:
the American cloth, seeing that the dangers which rende .
armaments necessary, do not threaten America at all.”

The other side of the medal in the United States
Shearer scandal. In 1927, the great shipbuilders paid th:
venturer some tens of thousands of dollars to go to C
and render abortive the naval conference; he now clair
additional 225,000 dollars seeing that his activity at Gr
procured for the interested shipbuilding enterprises ord:-
warships to the value of 600 million dollars.

On the other hand, the mention of the “freedom :
sea” by Borah at the time of MacDonald’s presence in A7 -
shows that the Americans are not wholly satisfied wi® -
agreement either.

The agreement, however, is only to come into fo:
the other three naval Powers, Japan, France, and Italy. =
to it and adapt their naval constructions to the rate 1 :
upon, There is obviously not much prospect of this ben.
case, nor would a failure of the conference be particular.:
agreeable to the imitiators of the agreement, Great Bri:
America, since then they could continue their armamen:
lay the blame upon the others, thus saving their faces
eyes of the pacifists. France is also anxious to sabotau:
agreement, suggesting that the naval question be seit:!
means of a ‘“disarmament conference”.

This represents a sabotage, not of disarmament. of
there can be no question, but of the intended restriction &
rate of armaments, seeing that the disarmament conferenc

- the League of Nations are in reality means against disarms”

Great Britain and the United States, the stronges: -
Powers, suggest the abolition of submarines, while Fr
Japan, and ltaly are quite unwilling to remounce this we:
so useful in a fight against an enemy stronger in cruiser:
battleships.

ltaly demands to have the same strength in all smaller -
gories as France, a suggestion to which the latter will als.
agree.

There is, moreover, another point deserving consider:

By reason of its antagonism with the Soviet Union,
Britain is forced to play the defensive réle in regard
United States. Since the Soviet Union is the natural focu:
only of the workers’ movement but also of the revoluti
emancipation movement of the oppressed colonial peoples.
1s Great Britain is the country which is most immaii
threatened by colonial revolutions. Great Brifain is at n7~
the leader in the strugele against the Soviet Union. Later
this lead will pass to the United States. But if it is to be
19 start a war against the Soviet Union. Great Britain
first temporarily avoid a war with the United States and -~
“v oain the “benevolent neutrality” ol that country.




lo. 67

International Press Correspondence 1421

The conversation between Hoover and MacDonald appa-
tlv also referred to their attitude towards the Soviet Union.
ngthened by their success at the Hague, the British bour-
1sie intend to conclude a temporary agreement, so as to
centrate all their forces on encircling the Soviet Union. The
anption of diplomatic relations with the Soviet Union,
cted under pressure on the part of the workers, is by no
s contradictory to this political line.

4. The Franco-British antagonism, which was cloaked over
by no means eliminated by the Francophile policy of Cham-
lain, has again come sharply to the jorefront. Nevertheless,
we have already pointed out, there can be no question of
ermination of the Entente in such a sense that the relations
ween the two countries could be expected to be completely
erent from what they were under the Conservative regime.
view of present-day military technics and of the present
itical position (war preparations against the Soviet Union
1 a constant aggravation, of differences with America) Great
tain is compelled to entertatin a “iriendly” relationship with
ince; it must at any rate be certain of a “benevolent neutra-
' on the part of that country, if it is to have a free hand
proceed against the Soviet Union and the United States.

5. The British-German antagonism was particularly noti-
ble at the Hague in the question of deliveries in kind. Great
nain succeeded in attaining certain advantages at the expense
Germany, e. g. the coal agreement with I%aly.

Great Britain’s relations with Germany are of a dual cha-
‘ter. On the world market, Germany is competing more and
wre actively with Great Britain. In coal-mining, engineering,
pbuilding, the electric industry, and the artificial silk industry,
rimany is Great Britain’s most dangerous rival.

On the other hand. Great Britain is politically dependent

Germany in three different respects. In the struggle against
* Soviet Union, Germany is of the greatest importance as
» hinterland of Poland, as a powerful industrial region for
» manufacture of war material, and as a corridor for the
ssage of troops and ammunition. In the struggle against the
iited States, Germany is invaluable as a component of the
wropean bloc of debtor nations conironting America. In re-
ion to France, Germany serves to prevent France (with its
ropean Vassal States) from acquiring an absolute hegemony

the Furopean Continent, thus standing for the preservation of
balarice of power to the advantage of Great Britain.

The sharpening economic struggle, however, canniot but
1d to a more pronounced political hostility, The hope cherished
~ the German Social-Democrats and Left bourgeois parties
the effect that the Franco-British Entente may now be replaced

an Entente between Great Britain and Germany, is based
t an absolute misinterpretation of fundamental economic facts.

6. The antagonism between Germany and all the other
iperialist Powers was shown up very forcibly in Paris and
the Hague. The internal economic development of Germany,
e development by leaps and bounds of its monopolised capita-
sm — despite the Reparations onus — uruently calls for the
onopolised control of regions for the sale of its industrial
roducts and the supply ol its raw materials, The economic
13ls is in too great a contradiction to the political super-
ructure, the disarmament of the country, and the lack of
dlonial regions of exploitation. 1In foreign politics, this is
flected in the desire of the German bourgeoisie to attain a Iresh
istribution of the world, a desire which entails hostility to all
dlonial Powers. especially Great Britain and France which are
1 possession of the former German colonies.

This fundamental antagonism between the German bour-
eoiste and the colonial Powers has in no way been mitigated
¥ the Hague Conference,

Tie Youny Plan, which was sanctioned at the Hague with
nly slight alterations, is a temporary compromise which
awrally does not remove the diiterences on the Reparations
‘ont but merely subjects the Reparations question to a new
Tternational settlement. seemingly better suited to present
olincal conditions than the Dawes Plan was. This solution.
90. 13 merely provisional; no one takes these stipulations,
stablished for six years, seriously. Thus Lord Melchett writes
5‘ 11_15 pamphlet on “luternational Industry and the Young
lan™ (p. 10):

“It is impossible for any comumission to iry to solve a
preblem which obviously surpasszes the limits of human

understanding, to try to predict for 60 years the outcome
of international business in an economic world the most
essential conditions of which are changing before our
very eyes.”

Lloyd George puts it more simply and emghatically:

“Here no one really believes that Germany will be
able for nearly two generations to pay .its creditors
100 millions pounds a year in foreign money.” (‘“Neue
Freie Presse” of August 3ist)

As soon as political conditions change, which they are
bound to very speedily, a yet more vehemnent struggle will ensue
for a new regulation; indeed. this struggle has already been
commenced on the German side.

The most important of the immediate consequences of the
compromise attained in Paris and at the Hague in regard to
Reparations is undoubtedly the possibility afiorded the inter-
national bourgeoisie to take up the fight against the Soviet
Union more decisively. The main outcome of the Hague Con-
ference is thus an increased danger of war against the Soviet
Union.

11. Problems of ll'[onopolisation and
. the Doctrine of “Organised
Capitalism*®.

If we compare national and international cartels from the
standpoint of their stability and durability, we can see that
the national monopolies, covering the territory of a single State,
are much more durable than are the international monopoly
organisations, The reason is mainly that in view of the
intimaie association between mounopoly capital and State
authority, the State is able to work in the interests of the
monopoly within national limits, whereas the conflicting
interests of the individual national bourgeoisies generally force
the respective State Governments to observe a more hostile
attitude towards .international monopolies.

The chief instrument of economic policy, making for a
stabilisation of national cartels, i not, indeed, representing the
presumption for their formation, is that of protective tariifs.
These enable the home producer — even in the case of free
competition within the customs boundaries — to sell his goods
at the world market price plus the import duty or part of it,
provided the output of tarifi protected goods within the customs
boundaries does not satisfy the demand. } the output surpasses
home consumption, the price-apprecialing eflect of the tariff
can be felt only if the producers combine to form a trust, with
a view to keeping production below cousumption or else dis-
posing of the surplus of their production outside the customs
area. At a certain stage ol development, the existence of a
protective tarifi becomes the most powerful incentive to the
formation of monopolies.

A national monopoly and a protective tariff naturally lead
to dumping, i, e. to sales outside the customs boundary at a
price which is lower than the monopoly price at home (C+ pm),
in almost all cases also below the price ol production (C- p),
and sometimes even below cost price (C). It is a necessary pre-
sumption ifor a sale at the monopoly price within the country,
that no output surplus should ever be placed on the home
market. Since sales at home are almost invariably several times
as great as sales abrod, the foreign sale price may if necessary
be put very low. If the average result of all sales at home and
abroad is to be C+p. which would mean at any rate a realisa-
tion of the average rate of profit, the price abroad. on the
basis of a small percentage of foreign sales. can be reduced
quite considerably below cost price.

It is obvious that if equally strong national monopolies fac2
one another --- equally strong in the sense that their cost price,
the protective tariff, and the absorbing capacity of the home
market are equal. or else, if these items are unequal, but the
respective differences balance so as to produce an equal profit
to the monopolies on a full exploitation of the customs protection
—- mutual dumping will destroy customs protection an:d the
monopoly profit as well. It follows:

a) That the industrialisation of the amall States with narrow
home markets must prove difficult. seeing that even high pro-
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tective duties affort no sufficient protection against the dumping
of the big industrial countries,

b) That there is-a tendency -towards a conmtinual increase
in industrial protective duties. :

¢) That there is a tendency towards the formation of
international monopolies (cartels, trusts, rings, etc.)

INTERNATIONAL MONOPOLY FORMATION AND ITS

LIMITATIONS.

The monopoly profit hoped for on the national market under
the protection of tarifis is endangered by mutual dumping. The
logical continuation of the monopoly formation would naturally
lie in the creation of international monopoly organisations. As
a matter of fact, there were even before the war a number of
international cartels; after the war their formation made further
progress, without, however, attaining to such speedy develop-
ment or such stability as experienced in the formation of national
monopolies.

The main causes of the failure of international monopolies
lie in the unequal development which, in keeping with the
changing importance of the raw materials and with the changes
in technics, brings first one and then another branch of industry
to the fore, causing first one country and then another to make
a spring forward in its development. This unequal develop-
ment changes the proportion of strength on which the inter-
national cartels have been based, the resull being that either the
agreement must be revised or else the cartel must be dissolved.
(Even for a national monopoly organisation there is no greater
danger of dissolution than that emanating from unequal develop-
ment.) An unequal development sets narrow limits to the stabi-
lity and expansion of international cartel formation.

These limits are somewhat less narrow in regard to inter-
national trust formation in all its variations. Reduction in the
cost of output in the case of one enterprise, one branch of
industry, or one couniry below the social average forms the
economic basis of unequal development. If therefore, generally
in consequence of a new technical process, the costs of pro-
duction of an enterprise forming part of an international cartel
or those of all enterprises of a country, forming a national
monopoly, drop below the average, affording the possibility
of still greater profits in the way of §ree competition, the inter-
national cartel is destroyed, If it was a price cartel, it is
destroyed because some enterprise or group of enterprises finds
it more profitable to sell greater quantities at a lower price level,
#f it was a quota cartel, its destruction will serve the purpose
of breaking the bonds of sale limitation.

International .trust organisations, however, in which the
amalgamation of capital has reached the degree of a more or
less uniform distribution of the aggregate profits in keeping
with the size of the capital contributed, are less seriously
affected by an unequal development among their participants,
since the independence of the latter is small and their secession
from the trust a matter of some difficulty. Therefore the
formation of international monopolies is coming more and more
to favour the trust, as opposed to the cartel form.

An international trust formation, however, meets with
considerable opposition on the part of the bourgeoisies of the
individual nations. In international trusts it is obvious that
the economically strongest party will soon get the upper hand,
which means a partial subordination of the economy of the
weaker country to that of the stronger, a development which
the bourgeoisie of the menaced country is naturally anxicus
to prevent,

Thus we see that, although there is undoubtedly a tendency
towards the formation of monopoly organisations both on a
national and on an international scale, this tendency by no
means leads uniformly upwards to a “general cartel” and to
a form of super-imperialism, being constantly set back. economi-
callv. by reason of unequal development and politicallly by the
rivalrv of the imperialist countries, In this way the anomalies
oi capitalisin are enhanced and acutely revolutionary situations
result,

THE THEORY OF “ORGANISED CAPITALISM”.

) Fhe theory of “organised capitalism™ has of late found
trequent discussion within the Communist Party of the Soviet
Union. This theory is indeed of great political significance.
" inrms the basis of the enfire philosophy of the present-dav
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‘reformists. The theory of a peaceful tramsition 10 >x¥-~-

assumedly already in progress, the theory that the
the present day is no longer a class-Sfate of the bourges.
the theory of super-imperialism — all these are based o -
theory “organised capitalism”.

This problem has gained actual political importance 11:. .
the activity of Comrade Bukharin. True, it was loag ir.
that Comrade Bukharin differed from Lenin in his esur:
of the imperialist phase of capitalism. His deviation, how:
first acquired political importance when it became apparex
it was no isolated fact but an element of the systematic -
deviation of Comrade Bukharin. In view of this fact it o
all the more necessary to treat the matter in detail.

What is Really Meant by “Organised Capitalism?”

In the first place it must be pointed out that th
of “organised capitalism” is not omly no Marxian ice :
that it contains an internal contradiction if we conside
development of society implied by this idea as ended
matter of fact, we understand capitalism to mean a comm:
sproducing society the mechanism of which is controlled t
law of value, which in its turn presupposes a market -
development. In a perfected state of “orgamised capitalis-
a worldwide “general cartel”, there could only be one em: -

i

© it e

one proprietor of all goods, There would be no mark= °

merely a distribution; there would be no commodities, n:
of value, no competition, no mnecessity of accumulatior. .
can imagine such universal capitalism in the form of a -
society, supposing a larger number of owners of the me¢:r
production covered by the “general cartel” to be di.. .
the surplus product of the workers; it would, however. t -
means represent a form of capitalist society as understcx
Marx. Therefore the idea of ‘““organised capitalism” cor
an internal contradiction as soon as we come to imay-
in a completed form.

Let us see how the adherents of “organised capitalism
present the matter.

In his report at the Kiel Party Congress of the S. .
Germany Hilferding gives the following definition:

“The era of iree competition, durinp which cap:i:
was governed by the action of blind market laws.
an end. We now come to a capitalist organisation o -

nomy, i. e. from an economy of the free play of i -

to an organised state of economy.

“Organised capitalism means the substitution o -

Socialist principle of systematic production for the cap-:
principle of iree competition.”
What is right and what is wrong in this definition”

It is right that the era of free competition is at an =
This fact is one of the fundamental elements in Lenin’s defix"
of imperialism.

“The feature that is economically essential in -
process (the transformation of capitalism into mmperia::
is the substitution of capitalist monopolies for capitalis- -
competition. Free competition is the fundamental q.
of capitalism, and of commodity production generally '
nopoly is exactly the opposite of free competition :
we have this latter beginning to be transformed into -
nopoly beneath our very eyes, creating big industry
eliminating small. replacing big industry by still b:.
industry, finally leading fo such a concentration o' -
duction and capital that monopoly has been and i:

result: cartels, combines, and trusts, and, fusing with no

the power ol a dozen or so banks, manipulating thou::
of millions.”” (“Imperialism, the Last Stage of Capiti-
page 102, C. P. G, B. edition.)

And he gives the well known “short definition”:
“Imperialism is the monopolist stage of capitalism.”

The establishment of the fact that “the era of free cor
tition is at an end” is the only right and truthful thing Jf
Hilferding’s definition of “organised capitalism”. The conce;
that competition is completely eliminated as a result of m
polisation or that in the era of monopolies capitalist ecor
is governed by the “Socialist principle of systematic product
a3 Hillerding afiirms, is totally wrong. éompetition will o

:
i
k
|
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to exist in sgite of monopoly formation, while of a “syste-
> economy there can be no question, - ‘

X'e shall attempt to give a closer definition of the various
5 of competition in monopolised capitalism, o

n this connaction we must distinguish between two forms
>mpetition, such as prevails among. the mon-monopolised
:nts of capitalism still existing within monopolised capita-
and between these and the monopolies, and competition
1ig the monopolized formations. o

1) The jormer variety comprises all non-capifalist producers,
s Marx calls them, mdependent producers, viz. farmers and
ans. ‘

>) The latter variety covers competition between outsiders
the -monopolies. Full, 100-pér cent. monopolies are as yet
re occurrencs. | S st T T
3ut even il we assume the monopoly formation in a State fo
1y developed, this does not put a stop to competition. There
he following main forms of competition within and among
nonopolies: ’ s '

1) 1f the formation of ‘monopolies has not yet attained the
: of complete fusion, i. e, the destruction of the independence
e individual enterprises in regard to. profit distribution,
: 1S @ coostant struggle within the carteis, a fight for the
as, the development of output. capacity without regard to
tor the purpose of an increase of the quota and of better
setitive conditions in the eventuality of a dissoiution of the
1. Since, ;){ reason ‘of the dilterences between the aggregate
geoisies the individual countries, there is hardly ever a
dlete fusion on an. international scale on the part of the
‘prises -united in an international cartel, this form of com-
ion - wiihin an internauonal, horizonial momnopoly is of.
ter importance.. . . . o . .

b) If the formation of monopolies has reached the stage of
plete fusion, the international competition is eliminated, as
ten the case im regard ‘1o national ‘monopolies; this, however,
10" means implies the end of competition altogether. New
1s of competition then arise. ' S :

1) Various cdmmcdiiies can serva the ‘consurmer’s purpose
ly well. One may use coal, oil, wood, or peat as fuel,
1 with steel, bricks, cement, or tiniber, travel by rail, motor-
or aeroplaite, The existence of a 'complete ‘monopoly in:
ird to one special sort of goods therefore by no maans con-,
tes the possibility of an arbitrary dictation of prices, nor
the elimination of competition, since the producers of goods
ing simiiar purposes may . still compete even if there is a
monepoly in regard to each- of these articles. -
2) Seeing that in a capitalist order of society the power of
sumption -is always smaller than that- of production, there
iid still be competition on the market between the different
s of goods, even if all varieties of goods were produced and
| by monopolised enterprises. This *fight for the consumer”
' be seen in its highest development in the United States,
re the formation of monopolies is most advanced.: The
erican automobile manufacturers announce that every Ameri-
must possess his own car, while the constructional industry
eavours to draw attention to better living conditions and the
t-growers exhort the public to eat more fruit. Naturally, not
y advertisements but also price reductions are brought to
r upon the public. There is thus a continuation of competi-
1 in spite of the monopolies. .

3) Even though the creation of competitive enterprises. to
interact the monopo'ics is rendered difficult by the amalgama-
1 of banking capital and industrial capifal 10 form financial
Mtal, since in many branches of industry it is extremely dif-
it to raise the necessary funds for the foundation of new
noetitive enterprises without recourse to the banks, we may
serve that monopoly organisations at times establish com.
liive enterprises in the lines worked by other mononolies.
us we have the liquifaction of coal and.the production of
rogen now carried on by the German iron industry, the in-
sion of the “1. G.” dyestuff industry into the realm of metal-
Y. and the like. Only an international general trust, such as
* adherents of the theorv of organised capitalism may picture
themselves — i. e. a fusion of alt capitalist enterprises of
;‘TI\ kind — would entail the absolute elimination of com-
Mion, 0 - . - . - '
. however, we logically follow up this fantastic perspec-
¢ we come to the following conclusions:

. a) There would still be an exploiting class of society, but
no longer any actual capitalism, since the circulation of commn-
dities would be ‘replaced by a mere distribution of goods anl
working forces,” -

- 'b) Such a state of society would entail an aggravation of
class differences which in its very development would bring
about the ruin of society, as Lenin pointed ouf in contradistinc-
tion to Bukharin. R
. ¢) Even if we assumed — an altogether fantastic assumption
— that competition could be completely ‘eliminated within the
boundaries of one country, there would still be competition on
the world market in the form of mutual undercutting on the part
of the national monopolies, . - : . .

‘§nternational monopolies so far form an exception. It is
generally known that the cartel duties and in general the in-
tiuence: exercised on the economic policy of the individual coun-
tries- by the national monopoly organisations, afiord the pos-
sibility of realising super-profits at home, part of which is sacri-
ficed for the sake of capturing a greater share of the world
market. Goods are sold abroad below the production price anl
sometimes even below cost price for the sake of a better ex-
ploitation of productive capacity and fo avoid the accumulation
of surplus commtodities on the home. market.

We may thus see that in spite of the high degree of mwono-
poly formation which present-day capitalism has attained, there
can be no-question of an elimination of competition. Even if all
kinds’of’groduciion were .governed by monopolised organisa-
tions, such monopolies would sometimes be engaged in ccm-
petition in the endeavour to see a certain want satisiied by their
own -particular product instead- of the product of some other
monopoly and a relativel‘); greater share of the national income
spent on their goods rather than on ¢thers.

We must therefore recognise- how right Lenin was — here
again in opposition to Bukharin — in pointing out that mono-
polies by no means rcmove conipetition. On page 102 of “Imipe-
rialism” he writes as follows: Ce

“At the same time monopoly, which has sprung from
free competition, does. not drive the latter out of existence.
~ but co-exists over it and with it, thus giving rise to a num-

-ber of-very.acute and very great contradictions, antagonisms

and conflicts.” - o -

Monopoly Formation and"‘Systématic Economy.

_ As we have seen, the Social Democrats look to the develop-
ment of organised capital to overcome the anarchy of production
and to replace the capitalist principle of free competition by the
Socialist principle of systematic production. Since in the case of
monopolies. production is united in one hand, they infer that
there is a possibility of adapting it to actual requirements. This
possibility in -itself, however, does not constitute a systematic
economy, but only a one-sided adapiation of output to an an-
archistic demand, whereas a systemalic economy would consist
in a mutual adaptation of supply and demand, production and
consumption.” - . :

This means that in a state of organised capitalism, i. e. a
state of capitalism' governed o a great degree by monopolies,
crises could rot be altogether eliminated. This was most em-
phatically pointed out-by Lenin. ’

" *“The  statement that combines do away with crises is

‘only a tale for the marines... On the contrary, when mono-

'pol! appears in certain branches of industry, it increascs

ani tnfensifies the chaos proper to capitalist production as

a whole.” (“lmperialism” page 27.)

. Crises ¢an be modified in their character in so far as an
existence of monopolies and of the immediate connection bet-
ween producers and ultimate consumers by as great as possidle
an elimination ol commercial capital prevents the accumulation
in the sphere of circulation of the commodities produced by such
monopolies production being more spe2dily adapted to con-
sumption. Hence there is no necessity of liquidating the surplus
of commodities produced beyond the requirements of society by
mcoans of 2 sharp price drop reducing the total pric2 of comno:
dities to the socially necessary amount of prices. as in the crises
of classic capitalism, There are therefore fewer bankruptries arl
no breakdcwn of gigantic concerns.

This does not mean, however, that a systematic economy
would thus be established and all crises eliminated. If we under-
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stand a crisis to mean a compulsion, caused by unsalabiliti'l‘of
commodities, to eflect a far-reaching restruction of output, which
is needs connected with,a wholesale discharge of workers, it is
obvious that there can be no question of any ‘‘organised capita-
lism’ in the sense of a prevention of crises by means of mono-
polies. We need but to glance at the curve of production of the
entire industry of the United States or that of some fully mono-
polised indusiry of post-war times, to see that there can be no
question of a systematic course of production or an elimination
of crises in the above sense.

Nor would a far-reaching monopolisation of capitalist eco-
nomy lead to a systematic state of economy devoid of crises.
Such a monopolisalion, in connection with a far-reaching elabo-
ration of statistics, might eliminate the lack of proportion among
the individual branches of production as a cause of crisis, but
it could by no means remove the anomaly of the restricted con-
sumptive capacity of society in antagonistic circumstances of
distribution. ‘

Organised Capitalism and State Capitalism.

The idea of organised capialism is closely allied to that
of State capitalism. The economic significance of the State
grows larger and larger. The foundation of this development
is ihe tendency, innate in capitalism, towards socialising pro-
duction. On Pages 22 and 23 of “Imperialism”, Lenin writes a§
fouows: : .

Capitalism, m its imperialist phase, arrives at the
threshoid of tne complete socialisation of production. To
some extent it causes the capitalists, whether they like it
or no, to enter a new social order, which marks the tran-
sition from free competition to the socialisation of produc-
iion. Production becomes social, but appropniation re-
mains private. The social means of production remain the
private property of a few.

The essence of state capitalism is the endeavour to find a
means of overcoming the contradiction between an increasingly
socialised production and a private appropriation, while at the
same time safeguarding the class interests of the bourgeoisie
or of their most essential sections as against the private interests

of individual capitalists (monopolists) who are simply hunting.

for the highest possible profits.

The more pronouncedly the fundamental contradictions
of capitalism appear, and the less the internal mechanism of
capitalism is abje to get the better of them from time to time,
the more the policy and ideology of “laissez faire’ tends to
disappear, giving place to the State as a regulater of economy.
(Alongside the State, provincial, municipal, and local administra-
tions come to the fore in a similar capacity; hence the German
expression of “Gemeinwirtschaft’). Therefore the regulatory
activity of the State was most pronounced during the period of
so-called “war Socialism” in Germany.

The regulatory activity of the State changes with the cha-
racter of the bourgeoisie controlling the State apparatus, -For a
long time, as long as the influence of the unorganised bour-
geoisie was stronger than that of the newly-arising monopolies,
the State attempted to impede the process of monepoly forma-
ticn by means of anti-trust legislation. At present there are only
weak idzological echoes of this policy; in fact the State is
already con.rolled by the monopolies, at whose dictate its out-
ward economic policy — customs, commercial treaties, colonial
policy, wars — is conducted.

If the interests of different monopolies come into conflict
in the economic policy of the State, the strongest monopoly
carrics clf the viciory. It is a well-known fact that the Franco-
German commercial treaty could never have been concluded if
the French and German iron and steel cartels had not pre-
viously come to an agreement; also that the German-Japanese
trade treaty embodies a private agreement between the Japanszse
Government and the “lI. G.”. The State itself, which plays a
great part as the proprietor of capitalistically conducted enter-
prises, joins the respec.ive cartels together with these concerns
8} in t;n case of the German potash cartel, the Anglo-Persian

il, etc.).

~In internal politics the State is often forced, in the interest
ol the hegemony of the bourgeoisie as a class, to oppose the
profiteering efforts of individual capitalists. This is felt all the

* protectingly before the capitalists, so as to prevent the w=-¥§

- pitalists to the aggregate interests of the bourgeoisie, whic:

more seriously by the capitalists in question, the side ~
bourgeoisie feels 'in 'its class predominance. Hemcz tr £
fold atitude of the bourgeoisie in relation to State capi:-

Organised Capﬁtalism, the Social State, and Economic Demomy

The idea of organised capitalism is closely allizd 4~
idea of the “Social State” and to that of economic demx=f
The reformists aver that the present-day State is not an g’
ment of bourgeois dictatorship but a social State. In hx -
nection they point in the first place to the social-political a=:=1
ments of the bourgeois State,

In representing the social-political activity of the S g -
being solicitude for the working masses on the par :f.
State “superior to the classes”, the reformists are merc: §-
ceiving the masses. As a ma:ter of fact, all social welfare¢..
serve the interests of the bourgeoisie, and this in no less -
four different respects:

(a) They seek to prevent any such unbounded exploit2=::
the working class by the individual capitalist as would I:1
a premature consumption of working forces, to the degen: -
and dying out of the working class, the indispensabl: -
for the utilisation of capital in its entirety. (Prohibit:
child labour and of night-work on the part of women, resi-:.
of working hours, etc) -

{b) They seek to mitigate the revolt of the paup:r
and exploited masses against the capitalist order of s
by means of doles (unemployment and sick funds ¢
this way social welfare policies serve the interess
bourgeois class rule. It is no mere matter of chaox §.
in countries and periods in which the bourgeoisie wert §.
able to employ a sufficient amount of their super-prof: :
the corruption of wide circles of the “labour arristc—
with an eye to ensuring their class hegemony, there wz: /]
unemployment and other insurances schemes, just as i
case in the United States down to the present day.

©) What appears in the guise of “social welfare mez. +
is in many cases (e. g. obligatory arbitration) a policy
nouncedly hostile to the workers. The State stands as i

from enforcing their demands by the weapon of strikes. 14
is an element of Fascism.

d) Finally, the giving of well-paid positions throughsu
social-political apparatus to reformists serves the purpos§.
a personal corruption of the reformist cadres; it is tants
to a coalescence of the State apparatus with the refa:
leaders and is an important means of combatting the rc:
tionary movement,

The realm of State capitalism also comprises what is k-
as “economic democracy”.

“Economic democracy”, Hilferding said at Kiel, i
subordination of private economic interests to social intert]

State capiftalism, as we have seen, also in part repr=-
the subordination of the economic interests of individu:

designated as “social” interests. The deception practised b
reformists lies in the fact that they profess to believ:
capitalism admits of other, more general, interests tha- 1
aggregate class interests of the bourgeoisie. The most fas:
ideas are mooted as means of realising economic demo::
e. g., participation in the management of the monopoly o:.:
isations by the appointment of State councils consistin:
capitalists, workers, and consumers (Otto Bauer); an infi::
on the economic policy of the State by participation o -
Socialist parties in the Government; economic democrac
means of the trade unions and factory councils; particip:
of the workers in the groﬁts of the capitalists in the -
of profit-sharing, workers’ shares, efc.; ousting of the capit:
by the accumulation of workers’ savings in co-operatives ¢

It is obvious that as long as the rule of the bourge -
continues there can be no question of the workers exerci::
any influence upon economy. The theories of am “ecoic’
democracy” — just like the theories of Brandler and his
herents as to a ‘control of production” in not acutely re:-
fionary situations — merely serves the purpose of raising
stacles in the path of the revolutionary struggle of the work:~
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“Organised Capitalism” and Super-Imperialism.

The character of present-day caEigalism, which Lenin de-
ates as “monopolistic’ and the bourgeois and Social De-
rats as “organised” capitalism, is viewed from three dif-
1t standpoints by Lenin, Bukharin, and the reformists.
Lenin’s thesis is, briefly expressed, that the monopolies do
eliminate competition, do not introduce system into eco-
1y, and do not obviate crises. They aggravate internal and
rnal differences and lead to the downfall of the bourgeoisie,
1 or without external wars, long before the final object of
rorkd-wide union of the separate national financial capitals
be realised. Monopolistic capitalism contains visible ele-
ts of decay and is by no means a “superior” form of
italism, as the reformists declare “organised” capitalism to
It is, however, the “highest” form of capitalism in the
;¢ that in it the preconditions to its downfall reach full
urity and make the proletarian revolution -a historically
1inent task.
Bukharin’s thesis is as follows: Monopolies destroy com-
tion within the limits of each State economic fterritory and
oduce system in internal economy. They mitigate the eco-
1ic contradictions of capitalism within each State economic
itory. but greaily aggravate the outer differences, the struggle
markets and for colonies, necessarily leading to new wars.
ch. by their conversion into civil wars. entail the downfall
capitalism. (“State capitalism in its ultimate form means the
ippearance of comvetition among the capitalist States.” —
tharin, “Pravda” of May 26th, 1929.)
The reformists maintain that organised capitalism destroys
wetition, brings about a systematic development of economy.
tends to eliminate crises, Organised capitalism constitutes
ewer amnd better form of canitalism, a form still destined to
erience a prolonged upward development. Internal and ex-
1al antagonisms decrease. The State becomes a social State.
means of democracy the working class, through the medium
its political parties, gains influence on the State (the re-
nists alone or else in coalition with the bourgeois parties),
ile by means of economic democracy it gains influence on
nomic administration and the distribution of surplus values.
the last-named connection. one of the chief means lies in
rational investment of workers’ savings by co-operatives,
our banks, trade-unions, and the like. Consequent on an ex-
ure by the Berlin “Rote Fahne”, the leaders of a German
yrmist trade union of chemical workers were recently com-
led to admit having invested three million marks of the
on’s funds in shares of the “I. Q. Farben”.) The international
srweavino of canital by means of cartels and trusts tends to
icate differences among the States and creates the economic
iis of suner-imperialism, the official organ of which is the
1igue of Nations.

It Is sufficiently aonarent from what has been said that

mrade Bubharin’s standnoint is wrong and that his con-
tion betravs certain elements in common with the theory
the reformists.

The standnoint of Comrade Butharin in recard to a diminu-
n of internal economic antagonisms in the canitalism of the
fividual countries is wrono. since the farmation . of mono-
lies. while raducing the numher of eomnetino canitalist enter-
ises (i, e. effecting a redvnction in the numher of commetitive
onomic elements). will tend to enhance the differences hetween
e mnnonolist enterprises. realising a mononolist nrofit rate.
id the great mass of small unnreanicad camitalists. whase
ofit is denressed hy the mononolies below the average. they
emselves being suhnrdinated to the mononolies The contra-
clion. moreover, between the consnmino canacity of society
'l the nroducine canacity of the rationalised manonolist en‘er-
ises. the contradiction hetween the mnassibilities of prodvcing
d selling. resnectively. between socialised production and nri-
ite annronriation. must needs ircrease: so must. conseauently.
*® anfagonism between the working class in its entirety and
12 mononolist bourgeoisie. leading, even without external wars,
) acutelv revolutionary situations and to the overthrow of the
oureeoisie,

. Uron the theory of organised canitalism the reformists erect
teir theory of sumer-imnerialism. The international intercon-
tctions of capifalism. thev aver, denrive war among the ca-
italist States of all justification. Only States which elect to
tmain outside the reach of organised canitalism, States which
- like the Soviet Union in the opinion of Kautsky — represent

a bad and inferior order of capitalism, can be a danger to

eace. Therefore, there must be a superior organ like the
eague of Nations, for the purpose of ensuring peace,

It is not worth our while seriously to set about refuting
this mendacious theory. The inequality of developmant upsets
every aftempt at a super-State organisation of capitalism. 1t is
only a thoroughly rotten capitalism, without the possibility of
accumulation or technical progress, a capitalism at a standstill
in its economic development and vegetating in a process of
simple reproduction, that could submit to a super-State organ-
isation. But as long as there is technical progress, as long as
with the technical progress new raw materials acquire decisive
importance and new industrial centres replace older ones, eco-
nomic development will continue to proceed unequally. An- on
an uneaually developing economic basis there is no possihility
of building up a permanent international super-State organisa-
tion save by the forcible subjection of the weaker imnerialist
Power by the stronger, which would be in flat contradiction to
the theory of super-imperialism. .

This brings us to the question of the future development
of capitalism, The main problem is whether it is conceivable
for the monopoly formation to progress as far as the creation
of an international general trust. Lenin gives Bukharin. who
admits this possibility, the following answer in his little known
preface to Bukharin’s book on “World Economy and Im-
perialism”:

“In an abstract theoretical estimate we can but come
to the conclusion that the time is no longer distant for
these magnates of capital to unite to form one worldwide
association, a uniform international trust, turning com-
petition and the struggle of the financial capitals of in-
divi.glulal States into an internationally combined financial
capital.

“There can be no doubt but that there is a progressive
development in this direction, in the direction of a single
worldwide trust. comprising all enterprises without ex-
ception and all States without exception. But the develop-
ment in this direction proceeds under such conditions, with
so many contradictions, conflicts, and concussions, not only
of an economic but also of a political and national nature,
that it anpears inevitab'e that, before it comes to an ultra-
imperialist, world-embracing association of the national
finance capitals, imperialism itself must explode and ca-
pitalism must be turned into its opposite.”

This criticism of Lenin’s in regard to the opinion that there
is a-possibility of a uniform, non-competitive capitalism inside
a country (Bukharin) or else in the world in general (Social
Democrats), is at the same time a criticism of the entire re-
formist theorv of organised capitalism and its development into
super-imperialism; we have no need to add anything to it.

IXX. General Section.
THE GENERAL ASPECT OF WORLD ECONOMY.

The general aspect of international economy. viewed from
the standpoint of business oonortunities. shows but slight
changes in the third avarter of the year. In this connec'ion it
must be remembered that the third quarter of each calendar
year is regularly characterised by a seasonal falling off in
economic activity, In general it mav be established that the
elements of progress perceivable in the first two auarters have
exnerienced no continuation in their develonment, thouch on the
other hand those elements of crisis to which we have drawn
attention have likewise failed to evolve into an acutelv critical
situation. The final outcome is a maintenance of the basis for-
merly attained with the prospect of an imminent deterioration.

The formation of economy was meanwhile greatly influenced
by the following factors:

a) The Credit Crisis,

The monetary shortage prevailing throughout the year
was aggravated by the fact that at the beginning of August
the New York Federal Reserve Bank raised its discount rate
to 6 per cent. After more than one monih’s hesitation, the
Bank of England followed suit at the end of September, as did
also a number of smaller European note banks, But while in
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Amenca in view of certain circumstdnces which will firid
fuller discussion further. on, the raising of the bank rate led
lo no parlicular deterioration in the ‘busiriess posmon, the
higher rates in Europe exercised a.very depressmg mﬂuence
on business, especially as regards buitding . activity, m the
less capitalised countries in. parucular L

b) The Outcome of - the Harvest. :

The bharvest turn=d out sahsfactory in Europe but very
peor in the oversea countries, Canada in parhcular This failure
ci the crops in the most important gram-exEm‘ung cquntries
entailed a sharp rise in_the grain price on the world market,
which caused the agrarian crisis, so acutely apparent during
ihe second quarter of the year, to assume a more. latént cha-
racter, We shall still have occasion to speak of this. deve,lél
ment in defail. Suffice it to point out at present that t
satisfactory harvest in Europe greatli diminished "the’ necnssﬂ§
of importing grain, a fact which is bound to influence the de-
ve'coment of foreign trade and the conditions of currency ex-
chanve favourable in the current economnc year.”

c) The Accepmnce of the Young Pian. o

One of 'the results of the great tension on the l’nonéy
market was a crisis in stock-exchange speculation, While in
the United States — in spite of the higher bank rate and
although the rate of interest for stock- -exchange advances rose
to 12 per cent. and more — the upward movemeat of stock-
exchange quotations continued, albeit with interruptions, until
quite recently, a serious setback ensued in Europe., In the
course of the month of September, the rates in Germany (in-
fluenced in part by the failure of the Frankfurter Aligemeine
and by the speculation in artificial silk) dropped so con-
siderably that the leading banks were forced to initiate a relief
action on the stock-exchange on- September 23rd. This syn-
chronised with the breakdown of the Hatry .concern in Lendon
and the arrest of that large-scale speculator, an event which
entailed great reductions of rates on the London stock-exchange
too. with the suspension of the quotation of shares of enter-
prises belonging to the Hatry concern. The breakdown of the
Frankfurter Allgemeine Versicherungs. A. G. and the.enforced
merger of the Vienna Boden-Credit-Anstalt-likewise come under
the head of stock-exchange speculatlon. :

In the stock-exchange movements of the last few years,
the shares of the big artificial silk enterprises have played quite
a remarkable part. The drop in artificial stlk values durino the
year 1929 was mainly due to the dissolution of the artificial
silk convention and the consequent fierce price . -struggle on
the artificial silk market, By .this instance- we may again see
that the formation of international monopolies- is. by mo means
a straightforward process, but subject again. and again to sharp
sethacks. If we consider the most important events in the
realm of international monopoly formation during the last few
months. we cannot- but ‘recognise a. vigorous -advance on the
nart of United States capital in the ‘new International monopoly
formations. Let us review the mam facts in this connectlon

* The Allgemeine Elektrmtats Gesellschaft and the G»ner’rl
Flectric Company combined: to co-onerate on a worldwide
scale in the beginning of Auqust. The friendly relations already
formerly existing in a technical sense were financially developed,
the General Electric Company taking over 30 million ordinary
shares of the A, E. G. at a rate of 200 per cent, Owen Yonng,
the fsmous chairman ‘of the Paris Renarations netrotmhons
and President of the General Electric Company. will join the
board of the A. E. G. tovether with four other Americans.
Yeung is known to be backed by the Morgan trust. In- this
way the canital of the United States has acquired infhrence
on the German elecfricity industry and it mav bé said that
there is nn longer any really imnortant’ electricity enterprise
in the world that is not connected with American capital.

The largest mononoly organisation that -has come into
beine during the last few months with - the aid of American
canital, is that emarating from the fusion between Lever
Brothers. the giant Britich enterprise .for the manufacture of
<oan and marcvarine. and the Dutch Margarine-Uni, which in
itz tnrn is controlled hv the American soan trust and thus by
the Moragan concern. The tremendous dimensions of this new
monanoly mav be seen bv' the fact that the capital of the
British firm figures at 36 million pounds and that of the Dutch

firm at about 19 millions, 'making together roughir 75 -

pounds., The activity ol the two eanterprises togedix wmy-
-the manufacture of soap and margarine with au acessary |
ducts, extending as far as the production of the raw mi:

— with epormous plantations in Airica — the tra::'r' ;
distribution of the products in quesiion right dowa i
sale. The part played by American capital in this xo. |
mot to be established on the strength of newspaper re
but there is doubtless a considerable American panxcm_..

Anmherican capital — Rockefeller and Guggenhein —
controls the interpational copper cartel, on whose great ©
appreciating campaign in the early months of the cumes
we have aiready had occasion to report. 90 per cem. o
world's copper output is produced by two concerns, in:
conda belonging to the Guggenheim family and the Ar-.
Smelfing and Refining -Company oi Reckefeller. Accord.n; ':
“Wirtschaftskurve”, the initial expenses in the biggest r-
the Guggenheim concern figured at the close of 1923 at 51
per pound, while in the Anacomla mine they were 67
In the first few- months of the current year, thereiz:
concern attained a profit. of something betweea 300 .
per -cent. of the sale price of copper. Even at the preser -
levels;, the protit amounts to more than half the gross pri-.
The total profit -of the two American concerns figures at 2.
25 million pounds a year.

Thougk the formation” of monopolies on an inter
scale’ is "progressing, this does not mean the eliminar
competition on the world market. In spite of individua! -
national monopolies the competitive struggle om the wor.i -
ket is- keener than ever. Thus the German steel cartef e
effected . a further -considerable reduction for native it
ploying industries in keeping with the quantities of il’L'-
sieel exported. -In the case.of rod-iron, e. g., the increase .
rebate was from 10.5 marks to 27 marks per ton. What : .
difference exists between the home and the foreign pric: '}
be seen by the fact that band-irom, e. g.,.is sold at h::

120 marks per ton and abroad at 78 marks.

Interest also attaches to the crisis on the sugar ~:
caused by the tremendousincrease in. the oufpu
of Java, where the best sorts of sugar<cane were ¢
and where production realised a:gigantic profit. (“Th:
duction’ of sugar has bécomé the foundation of the co
prospérity; the producers are simply coining money”.
Marcel Ray in the “Bulletin Quotidien” of September léth i
Therefore' the producers of Java will not hear ol a carea
sell at prices which represent a' loss to European sugar-~
cers. The change .of attitude towards the monopelies i: -
racterised by the following dictum of the same- anthor: '~
trade’ without ' organisation spells the dnsorgamsahon [
nomy ”

" We shall now briefly sketch the devetopment of the bi-
position in the most important individual regions. °

" United States, Although during the iast few monthe -
has been a slight seasonal decline, production remains up:-
whole on a very high level. In the months of August an®
tember there was a slight decrease in output, a smaller -

of orders, a smaller reserve of orders in the case of th: -

trust, etc., making it appear probable that the end of thet

ness bgom is in sight. A remarkable fact is the vigorou:

velopment of the export trade in industrial products Iz~
in conjunction with the high rates of interest, to a -
importation of gold. Until auite recently, stock-exchange -
culation continued unchaneed. the total of brokers’ Inans rez:
the tremendous ficure of 8.000 million dollars. The lates
gmse however, shows that the end of the boom cannot b:
xstant

Great Britain. In the last few months the economic po:
has changed very litlle. In certain. branches of industry.
as coal and iron, the business trend is better. in the
industry it is unsatisfactory. According to offictal star:
unemployment has somewhat decreased. :

Germany. There has been no great change in the econ
position. The output of coal, ifon. and steel continwes on 2
high level, while the business development in the finishin:
dustries is less satisfactory. This points to a diminished a
city of consumption on the part of the hoine market, whic
however., counter-ba'anced by increased exvorts. In August. G
many had an export surplus of 117 million 'wharks, the i~

f on the - |

}
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tonthly surplus registered for a long while. This surplus was
rought about to a small extent by a diminution of imports.
eing mainly attributable to the greater exportaion of finished
oods. The pronounced lack of capital and the high rate of
iterest for loans hinder investment activity, especially as
:eards the construction of dwellings.

Among the other European countries we can distinguish
vo groups, a western one comprising France, Belgium, Holland,
witzerland, and the Scandinavian countries, in which the
usiness development still shows an upward curve, and an
istern group, Poland, Rumania, Yugoslavia, etc., in which
iere is a considerable depression. In Italy and Czechoslovakia
1e tendency appears to be favourable.

As regards the great overseas countries, the poor harvest
+ Canada does not appear to have entailed any setback in the
wourable business position. This is to be explained by the
ose economic connection with the United States. In the coun-
‘ies of Latin America, with the exception of Mexico and Brazil,
‘tiere there is a depression, the business position is improving.
aipan is still suffering from a depression, though with certain
ight indications of an improvement. The economic develop-
wnt of Australia is dependent on the coming harvest.

UNEMPLOYMENT.

During the last few months there has been no marked change
1 relation to unemployment, As is usually the case in the
wmmer, the harvest work absorbed a certain part of the un-
mployed workers. But already in September there were reports
‘om Germany and elsewhere in regard to renewed discharges,
artly for seasonal reasons and partly in view of the eifects of
ationalisation, which is still proceeding, although at a slower
ace.

In countries with a great amount of unemployment and an
nemployment relief system organised by the State, such as
revails in Great Britain and Germany, great efforts are being
1ade to cut down expenditure for unemployment reliel. The
ssults of this tendency are partly administrative (the workers
eing deprived of benefit on all sorts of pretexts) and parily
‘gislative (in the form of changes in the unemployment-insurance
ws, as is noticeable in Germany). In consequence of these
leasures the number of unemployed in the relative statistics
i diminished, which is by no means tantamount to a real
iminution in unemployment.  In spite of these reservations,
owever, it appears to be a fact that both in the West European
»untries, including Great Britain, and in the United States ihe
tal of unemployed is smaller than was the case a year ago as a
mult of the development of production. ’ ‘

ercentage of Unemployed in Trade Unions

(or among the Insured).

- = P

: % = = 3 £

= 2 £ a 3 3

une 1928 . 10.3 0.6 17 13.7 7.6 6.2
uly 1028 | 11.7 0.7 5.3 13.06 7.4 6.3
wigust 1928 11.7 0.5 5.3 13.1 7.1 6.5
une 1929 | 08 04 2.6 10.3 74 8.5
uly 1920 | 9.3 0.6 3.1 9.8 6.5 8.6
GFgust 1929 10.1 3.3 03 0.3 8.9
eptember 1020 . 10.1 0.6

PRICE FORMATION.

The price indices of the last few months show a certain
eneral upward trend. N, however, we pass from the con-
Mplation of the general index to that of indices rewarding in-
ividual groups of industrial production, it will be apparent that
¢ price appreciation is solely aitributaktie to the rise in the
Tice of agricultural products, particularly grain. Both the price
:e-\'_ of industrial raw materials and that of finished goods
ined practically unchanged in all leading capitalist coun-
fles right down to September.

,\\'e‘subjoin a table showing the development of the total
Mices in the principal countrie.:

l

35 3E =
s x 8 S 3
=0 58 £ H
« < o
August 1928 | 151 139.4 1415 029
January 1929 147 136.1 138.9 630
May 1929 143 1315 1355 023
June 1929 145 1317 135.1 oll
July 1929 149 134.6 137.8 613
August 1929 148.5 1345 138.1 596
September 1929 — 131.9 138.1 397

The World Harvest and the Formation of Grain Prices.

In our last survey we pointed out that the long latent agrar-
ian crisis again assumed an acute form at the close of the last
grain year, when there was a serious price drop on the inter-
national grain market. It will be remembered that at the close
of May the price of wheat at the Chicago grain exchange drop-
ped below the pre-war level.

With the new harvest there was a sudden change in the price
formation of wheat. as is reflected in the followiny figures:

Ta o =

232 za

. < X £y -~ c
Time S % g 3 2 23 <
= e = e = ]
g S o T ew < g-
T R z8a 5¢Z
May 13th . 219 8.70 118.50 104.50
June 3rd 207 8.30 114.87 103.37
June 17th . 212 8.40 117.62 105.62
July 1st . 223,50 9.25 127.50 115.43
July 15th . . . 243 11.10 152.37 141,50
Aug. Ist (Max.) 205 11.45 155.30 147.43
Aug. 10th 250 10.80 140.87 138.50
Sept. 2nd . 238 10.95 138.75 133.87
Sept. 16th. . 23350 10.40 134.25 130.03
Sept. 17th. 1928 200 9.45 120.02 109.12

Prices have rapidly recovered from their lowest ebb at the
end of May and by the end of July recorded a peak. In the
following two months there was a slow crumbling-off process.
the rate around the middle of September still figuring at an
average of 10 per cent. higher than in September 1928.

The main reasons of this vigorous rise in grain prices
are as follows:

a) The considerably poorer outcome of the harvest in the
most important grain-exporting country, Canada. This countrv.
which generally supplies more than one third of the wheat placed
upon the international market, had a very poor crop this vear
by reason of an unprecedented drought. While in the year 1023
479 million bushels were raised. this year's estimates fluctuate
between 200 and 350 million bushels; the last official estimate
in Seplember was 204 million bushels. The Eastern-European
wheat-exporting countries, too, viz. Rumania, Hungary. and
Yugoslavia, had a far poorer harvest than last year. Thus we
have the following estimates published by the Roman Auri-
cultural Institutes for two of the countries in question:

1020 1028

Millions of Double Centals
. Hungary . 19.2 27.40
Rumania . 258 31.4

In regard to the other oversea couniries exporting wheat
the crops in both Australia and Argentina are reported to be
unsatisiactory, as in those countries, too. ihere was yreat
drought. '

b) It is obvious that the prices on the world market have
been forced up by various artificial means, e. g.. the systematic
spread of unsatisfactory rumours of harvest catastrophes in
Canada, the United States, and at present also Aryentina,

c) The Canadian grain pool naturally profited by the oc-
casion of a poor harvest for the purpose of withholding grain
from the market and thus forcing prices up. Therelore. Canadian
prices were for several months hizher than woull have b

J
1427 -

-t



c
oy

1428 International Press Correspondence N

justified by the world market prices and by parity with the assume a more virulent form under normal world har.=

I.Inited States*). conditions or as soon as the Soviet Union reappears, as r v
d) The Federal Farm Board undoubtedly has a price- soon will, upon the world market as an exporter of gram

raising tendency. At the beginning of August, the Board warned

the Western farmers not to flood the market with wheat, seeing THE INTERNATIONAL CREDIT CRISIE.

that there was some prospect of a rise of price in view of the : oney ma eady notce:r
considerable reduction of the supply of wheat on the world sinceT ?gegggint:?:éolfo?hem;eﬁ (:oeyntinuredketu:l rincrzase ;:“ .

- ; : ; :
market®). The outcome of this warning was great reserve on the the months here under review, leading to a raising of the

part of grain exporters in America. : ; ; .
Provided the harvest in the southern hemisphere turns out :;?ltfer fg‘slt-o;;a;\l ec:;ltr\ggﬂéae:d at t{l’?risalasr?d ‘ll:l SLwoFt(zigrnla::.j:z

anything like normal, the high price of grain cannot be justified oo e everywhere as high as they are ordinarily won:

at all by the relation of supply and demand on an international immediately prior to a general economic crisis

scale. The world’s requirements of grain are amply covered The following table shows the level of the bank rie .

by the tremendous stocks remaining over from last year®). . < Sinee Lie
How greatly speculative factors have contributed to the :Egyceiereognsfeg:em ber 1929, together with the dates since .-

raising of grain prices, may be seen by the all-round over-

stocking of granaries in the grain exporting countries. The : pes ﬁ\'“
visible stocks in the United States constantlygincrease; the ele- g;y{&?n i?tﬁ';b?ftwh :g?;g 5
vators and storehouses are filled to their maximum capacity; Bulgaria julg 2nd > 1920 10
early in September the Rumanian railway authorities had to an- Czegchoslovakia Ma};'ch 8th 1927 5
nounce a transport ban to the seaboard towns, seeing that the Denmark . September 27th 1929 5.
elevators could not accommodate any further grain. Danzi April 30th 1020
A special characteristic of the harvest in Europe is the fact Eﬂthofia September ond 1928 f
that it was most satisfactory in the West-European counries, Finland Ngvember 16th 1928 —
which generally import grain. The wheat crop im France is France January 19th 1928 ¥.
87 million double centals as compared with 77 millions last German April 2ybth 1920 7.
year, that of Italy 67 millions as against 62 millions. Spain, Great Biitain September %th 1920
too, has a most satisfactory crop of 40 million double centals. Greece jaguar 5th 1920 3
Seeing that these countries otherwise import grain and have Holland Marchy251h 1929 3
an import duty on grain (so that the price within the country Hungar April 24th 1920 &
is generally higher by the amount of the duty than the price Ja a%l y Oc?tobe-r 9th 1027 34
on the world market), whereas in the current year they even Im;)ia June 6th 1920 5
have a small exportable surplus, it follows that in spite of the Ital March 14th 1920 7
undoubtedly poor outcome of the world’s harvest, the price level Latzia Avpril 4th 1928 o
in these countries must be relatively very low, since the import Lithuania Fe%ruar 8th 1925 1
duties do not take effect. Norwa Sepfernb);r 27th 1920 o
_In summing up, we may say that the price appreciation of i’o]andy April 18th 1920 u
grain at the close of the last grain year and the present high Portugal jurl, 2%th 1926 =
price level by no means indicate that the latent agrarian crisis Rumaﬁia May 14th 1929 0.
has been overcome or that there is no probability of its re- Spain Decy;mber 19th 1928 30
appearance in an acute form for a long space ol time. The Ss)vaeden September 27th 1920 3
present high prices are in part an outcome of artificial price Switzerland October 22nd 1925 )
formation, rendered possible by the poor result of the crops, United States August Oth 1920 o
which in its turn is not the result of economic reasons but Yugoslavia i June 23rd 1922 7

merely attributable to a natural phenomenon. the great drotught
of last summer. France and Switzerland thus form a little island in an x-
The economic causes of the latent agrarian crisis may be of high bank rates, which, rising higher and higher in &~
enumerated as follows: The greater yields and increased output  direction around France, reach their peak in Bulgarii :
of the capitalist enterprises in consequence of the new tech- level of 10 per cent. )
nics of agricultural production; the tendency towards a smaller If we investigate the causes of the higher bank rates 1=
consumption of bread per head of the population in the highly {wo leading money markets, New York and London, we <
capitalised countries; the incapacity of the poor peasantry to immediately recognise that they are widely different in the -
produce at the same low figure as recorded by the big capifalist cases. Bank-technical or currency reasoms, such as a si--
enterprises, while land rents develop parallel with the profits of the currency rate below the gold point, an outflux of .
of the capitalist undertakings in agriculture. All these factors or an inadequate cover of the note circulation in gold. p:
contribute to the latent agricultural crisis, which is bound fo no part in New York. On the contrary, the maising of the =
—_——— rate took place at a time when there was a very high gold ¢~
") The disparity between wheat prices in Chicago and and large gold imports. On_the other hand, the increase oi
Winnipeg, respectively, has led to the curious fact that the in London ensued for “classical” reasons; for months the six -
farmers of the Western Stafes are exporting their wheat to Ca- T3¢ had again and again been dropping below the gold--
nada, although obliged to pay 12 cents a bushel import duty POift. in three months the note bank had lost 30 million po.
upon it. This is the first time in history that such exports have worth of gold and the ratio of-cover had greatly deterioss:
becn effected, this development being immediately attributable W& May quote some figures is illustration of this fact.
to the price-regulating activity of the Canadian wheat-pool. The raising of the bank rate of the New York Feder:

(“Times” of August 21st, 1020.) serve Bank from 5 to 6 per cent. was eifected on Augus
%) “Times” of August 5th. 1929, :‘She;or]?gwgfiems of the status of the Federal Reserve Svster =
") According to the Iatest publications of the Roman - Millions of Dollar:
Ayvrarian Institute, the world’s harvest is estimated as follows: Gold Holdings . . . . . . . . . . 2030
_ o ) Thereof Cover for Fed. Reserve
Worlds Harvest (Millions ol Double Centals): Notes . . . . . . . . . 1557
) ) ) 1920 1028 by Reserve . . . . . . . . . . T46percz
Wheat: Europe (19 countries) . . . . . 3603 308 Total Resources . . . . . . . . . . 3231
North America (3 countries) . . . 207 304 Total Circulation of F. R. Notes . . . . 1811
Asia (4 countries) . . . . . . 102 92 Cover of Note Circulation and Deposits
_ North Africa (3 countries) . . . 16 18 by Reserve . 74.6 per ce7
W heat Total (29 countries) . . . . . . 778 872 —
‘!""'\-'-' S e e 220 230 ") New York Federal Reserve Bank. Other Federal Re:r
ity o0 L L L L L 270 286 banks. 5 per cent.

(B3 . (¢ 10 155 *) “Annalist” of Aucust Oth, 1029,
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The note circulation’ was thus covered to the extent of more
in 80 .per cant, by that portion of the gold reserves which
>  especially allocated to this purpose. ‘Lhe. entire gold re-
-ves. figured at 160 per cent.” of the note , circulation
334 milion dollars’ worth of  gold certiﬁcates, i. e. notes
vered to 100 per cend, by’ gold, were still in circulation). As
zards the currency crisis, it was favourable alinost ‘exclusively
- New. York, as is proved by the great importation of gold
—ouo~hout the year

p““‘ ‘}°id‘ I'M)Or'srmto ‘the iln:ted States
' “Millions’ of "Dollars - : .

nuary Fepruary -March Apml May June July Aug Szp
47 - 25 .. 25 23 24 30.2 35;193 176

Neither from the standpomt oi the currency rates therefore,
yr irom that.of the goid -cover, was there. any reason to
ise the bank rate. That these factors did not play any role

conmnection with: the measure in quesuon m proved by lh\.
llowing. circumstances:

a) Only the. rate’ of the New York cheral Reserve Bank
as raised, while all ather Federa& Resen/e .banks hnve mam-
imed the rate of 5 per cent..- * , -

b) Perhaps. also.an attempt -to exemse pressure on Great
wte for the purchase of bllls on the open market was reduced
‘om 53 to 5'.s per camt...cois Vo

These facts show 1hat the raising of the New York rate
wnnot be regarded as a ‘normal case but rnust -be attributed
> special circumstances, viz,

a) An attempt to stem the conﬁmual mcrease of credit for
tock-exchange purposes, and )

b) Perhaps also an anempt to exercise preasure on .Qreat
iritain at the Hague negotxatxons and particularly in con-
ection with disarmament.

As’ we have often pointed out, the sum total of brokers’
oans has for several years been uninterruptedly on the increase.

- Within- the two and a‘half years from the beginnming of
927 down to the present day, the loans advanced upon securities
\ave increased by no less than,5000 million dollars, which
neans that they have been trebled.

It is obvious that the possibility of obtammg such enor-
nous sums for speculative purposes ‘(albeit at rates: ranging as
ligh as 20 per cent.), -has in itself greatly contributed to
naintaining the high rates on the Stock Exchange. The increase
f the rate of interest. of the Federal Reserve Bank of New
(ork served the purpose of.preventing the further increase of
tock-exchange credits without harming commercial credit. As
vas to be foreseen, this object was not attained. Speculation
‘annot be separated érom “legitimate trade”. The great mono-
olist organisations, -which .use. emly: part “of their profit as
nterest lor loan capltal and for tge payment of dividends,
while a ‘gréat- part 'is emp‘oyed for thie exfersion of - their
operations and. for “self.financing” purposes, have at all times
great funds at their disposal. which they loan on the stock-
exchange ‘at anything’ from 10 to 20 per cent. rather than de-
posit it.- at a bank at-a rate of 4 or 5 per cent.

As regards the preéssure on QGreat Britain, it is dlﬁlcult
fo see’ guite clearly. It will- be remembered that in July
Montagu Norman, Governor. ofr the Bank of England, visited
New-York for the purpose, not publicly admitted, of arranging
for some action or other in support of the sterling rate, which
is invariably lowest in the autumn, at the time of th2 great
purchases of foodstuffs and raw materials, The raising of the
New York rate of discount ensued 4mrhediately after the return
of Norman to England. Simultaneously with this step, rumours
were’ spread abroad to the eflect that a big loan had bezn
negotidted in America for the purpose of bolstermg up the
sterling rate. [t will be remembered that jn J925, when Great
Britain returned to the gold standard, a credit was negotiasd
in the United States (i. e. 200 millien .dollars with the New
.York Federal Reserve Bank, and 100 milliors. with the Morgan
“group). This,, however, was never made use of.’

Almost all the big newspaners pf the Contment publlshm
ﬁﬂ\}?ﬂs somewhat :to- the iollowmg effect on or around August
3 “The .Bank - of \Ennland has conc‘uded a Jloan of
50 million dollars in New " York:: which can be put inte
elfect. 4t any moment- subject to, te}egraphnc instructions 1o

the New York Federal Reserve Bank. This credit has not E
been._accorded by the Federal Reserve Bank itself but by §
the Federal Reserve Bank in representation of a group

. .ol American bankers, who remain unnamed but are to
hold certain sums at the disposal of the Bank of England.
the latter having full power to employ these loans for
. ¢he immediate purpose of propping the sterling rate or
else for increasing its gold reserves.” (“Kolnische Zeitung”
of August 16th, 1929.)

This report was degied.both by the British and by the
American Governments; many reputable journals, however, did
not take the report serxously recognising that it was merely
intended to prevent the reputation of the Bank of England
from suffering harm, Since after the raising of the New York
-‘bank rate the Governor of the Bank of England declared that
a -similar measure would not be necessary for London, since
‘British bills were actually being purchased in great numbers
by the American Reserve Bank, and since on various days

-the dollar rate in London would have rendered profitable an

exportation of gold to America, but no such exports were
actually made — allegediy at the desire of the Federal Reserve
‘Board — the general opinion was that, in spite of the official
denial, some agreement or other had been arrived at between
the note banks. -

Meanwhile, the development of monetary conditions clearly
shows that, even if an agreement had been concluded. the
American help by no means sufficed to balance the effects of the
higher discount rate. Not only were short-termed loans trans-
ferred from London to New York. on account of the difference
of interest,-but even British capital participated in the New
Yark stock- exchange spaculations, The status of the Bank of
England was continually deteriorating, the outllux of gold being
particularly great in the last few days before the raising of
the discount rate,

The great gold losses of the Bank of England are all the
more serious, seeing that normally the bulk of the gold newly
produced in South Africa flows into the coffers of the Bank of
England, so that its loss was not really 30, but 60, million
pounds. The contrast is all the more strlkmv, if we compare
the development of. the gold holdings of the four bxg note

banks.
Gold Holdings

Beginning End of End of
- . of May August September
Federal Reserve: Banks of the Uni- .

. ted States (Millions of Dollars) . 2,841 2,962 2,983
Bank of England (Millionsof Pounds) 161 138 130
Bank of France (Millions of Francs) 35738 38,930 39,411
German Rerchsbank (Ml"lOﬂ of

Marks) - .o . 1766 2,183 2212

‘Under such circumstances the Bank of England had to
decide, after much hesitation, to raise the bank rate a full
per cent. This decision .was forced upon it by the big bour-
geoisie, seeing that uncertainty as to the future development
of the rate of interest acted as' a hindrance to business activity.
The higher bank rate was welcomed by most of the bourveois
newspapers, the only criticism being that this measure had been
adopted so late.

" One of the few adverse opinions was that voiced by the
“Daily Herald”, the organ of the Labour Party. which de-
cidedly opposed the raising of the bank rate, declaring it to
be in opnosition to the interests of the working class and the
Labour Government. In response to this allegation, Snowden
made a big speech in defence of the measure at the Congress
of the Labour Party and thus pacified the malcontents.

" In spite of the higher bank rate. however, the outflux of
gold did not come to a standstill by the end of September.

~+ In post-war times, we had a bank rate in England of
7 ver cent, during the crisis of 1920. i. e. from April 15th 1020
till April 28th, 1921, after which there was a rate of 6!, per
cent. right down to the end of june 1929, It is therefore more
than eight years that Great Brltam has had such a high
bank rate.

There can be no doubt but that the raising of the bank
rate in Great Britain. entailing as it has done. similar measures
on the part of the note banks of most of the other Euronean
countries. is a serious blow to the business develonment of
Europe. In this connection we see *he pronounced dependence
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of Europe on the United States in gemeral and on the policy
of the Federal Reserve Banks in particular. It is probable that

the tension on the money market and the very high rates of
interest in Eurcpe will continue until the compliete break down
of stock-exchange speculation in the United States, which will
be the precursor of an approaching economic crisis in America.
Only when the acute phase of this no longer distant American
crisis is over, can a period of lower interest rates ensue,

IV. Special Section.

GERMANY.

The elements of -improvement in the business position,
which have been noticeable since the beginning of the year in
German economy, did not develop into anything like business
Eros-perity in the threee months here under review. In the
irst place, a speedy improvement was prevented by the inter-
ruption in the influx of foreign capital, caused by the inter-
national credit crisis and the Reparations nego‘iations. On the
other hand, the absorbing capacity of the internal market
appears for several reasons to have suffered a cerfain
restriction.

Diminished home sales were partly made up for by in-
creased sales abroad. The geographical advantages of German
industry, the decrease in the cost of production thanks to
rationalisation, and in particular the lower wage level com-
rared with other highly-capitalised countries, exercise a slow
but steady influence on the world market. German export trade,
especially in regard to finished industrial goods, is constantly
on the increase, apart from certain small setbacks. In August,
Germany had an export surplus of 117 million marks.

The Reparations onus, the dearth of capital, and the high
rates of interest on the one hand, and geographie advantages,
rationalisation, and a low wage level on the other — such are
the main elements contributing to make the development of
German economy such as it is, an upward curve in the face
of difficulties and with a growing subordination to foreign
capital. This state of affairs makes the German business position
sensitive dn relation to occurrences on the world market in
general and the foreign canital market in particular. It is just
for this reason that the undoubtedly existing fact of an upward
tendency could not find expression within the last few months.

As regards individual branches of industry, it may be stated
in general that the business position of such industries as are
engaged in producing means of production is better than that
of industries engaged ir. manufacturing articles of consumption.
Thus the output of the heavy industries maintains a high level.

Output of the Heavy Industries

Millions of Tons Thousands of Tons

Hard Coal Brown Coal Iron Steel

1928 1920 1928 1920 1928 1929 1928 1920
Apnril . 1.7 134 123 142 1048 1112 1161 1416
May 119 128 130 137 1041 1151 1250 1421
June 118 132 132 138 1021 1164 1207 1431
July . 125 144 135 149 1036 1204 1315 1466
August 130 145 143 159 1031 1168 1332 1401
Sept. . 122 135 136 142 985 1109 1190 1231

The home consumption of coal appears to be keeping
pace with the production, pithead stock being smaller than one
year ago. On the other hand, the consumption of iron and steel
is smaller than a year ago and production can only be main-
tained by means of forcing foreign sales. Seeing that the world
market for iron is weak, export prices have had to be re-
dnced. The difference between home and foreign prices is
33 per cent. in the case of malleable iron and band iron. But
even at such greatly reduced prices, exportation meets with
growing difficulties and there have been individual reports
ol discharges of workers.

A relatively good business position exists in engineering
and the electric industry as a result of vigorous exportation.
in both these branches of industry exports have developed most
satisfactorily. Engineering heads the export list. A comparison
of the value of exports in August with those in August 1928
figures as follows: :

" which the above index was compiled.

1928 19%

Millions of Marks

Textile Machinery 14.8 209
Machine Tools. . . . . . 123 197
Other Machinery . . . . 380 .
Electro-technical Goods .- 365 21
) 101.6 1424

So far, building activity shows a considerable fals; -
from last year’s figures only in the case of industrial
structions; the construction of dwelling-houses is praiy ri:
on last year’s level. . .

As regards the most important articles of consumy:.
there was a very slight improvement in the summer, asd -
yielded in September fo a renewed relapse.

The position of agricuiture is fairly complicated. The ¢
have turned out rather worse than last year, but in spite oi -
great increase in duties the prices are considerably lower -
they were a year ago, especially with reference to rye ™
low rye prices mainly affect the large landowners in the
and ‘the big peasant farmers in the North. There can, how::
be no question of a general crisis of agriculture. Neverth::
the agrarians have succeeded in mobilising large number -
the peasantry in favour of the increase of agrarian dutis

Price Development,

The price index of such goods as react to the gm::-
business position has greatly fallen, in contradistinction x -
Eeneral business trend; otherwise thé prices of industrial g=

ave changed but liftie, as may be seen by the following &
of the Institute for Business Research: '

Price Index Figures ,
(On the Basis of 100 to Represent the Level of 1913)

July January April .

1928 1929 1920 O
QGoods liable to react 1o the Bu-
siness Position . . . . . . 135 130 127 I
Finished Goods in general 160 159 158 15
Means of Production 1376 137.7 1376 1%
Articles of Consumption 176.1 1747 1730 17

The divergence between “free’ and “regulated” raw-ma:e
prices has continued to grow. The free prices have reced:.
while the regulated prices have remained almost unchangei

Index Figures of “Free” and “Regulated”
Raw-Material Prices

(On the Basis of 100 to Represent the Level of 1926)
Free Prices Regulated Price:

July 1928 . 108.4 103.1
January 1929 . | . 101.9 104.6
April 1920 . . . . | 99.7 104 8
July 1928 . 96.9 1049

Naturally it is questionable whether the cartel sales
always effected at the official price rates on the strength -

Foreign Trade.

Foreign trade has continued to develop satisfactorily. Lx
ports are still on the advance; imports, after rising
siderably in July. fell again in the same proportion in Augu:
Together with the Reparations deliveries, the exports of =
month of August figure at a surplus of 117 million marks
A comparison between August 1929 and August 1928 shoi:
that the total of exports increased by 100 million marks, whi:
imports remained fairly unchanged. In place of the immpor
surplus of 58 millions, there is thus afn export surplus >
50 million Marks — without Reparation deliveries. With Rep>
rations. the surplus amounts to 117 millions.

Foreign trade is endeavouring to adapt itself to the i .
crease of exports necessitated by Reparations payments; in th:
month of August the exportation of finished goods reached i
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:ak since the end of the war and amounted — ocomputed in
‘e-wiar marks by means of the wholesale index — to just as
uch as the average monthly exports of 1913, in spite of the
duced fterritory of the country and of the fact that 1913 was
panticularly favourable year in regard to expontation. At the
ame  time there can naturally be no question of covering Re-
irations and the interest on foreign capital owt of the sur-
us of expontation. :

Capital Market and Stock-Exchange.

The great tension on the money market, which led in the
rring to the raising of the rate of interest of the Reichsbank,
aterially eased up during the summer, so that there was al-
‘ady some falk of a possible reduction of the bank rate, a
>pe which was dashed by the higher rates adopted in New
ork and London. But while the status of the Reichsbank ex-
erienced some relaxation during the summer, the data of
ile capital market indicate that the formation of capital in
ermany, though advancing pretty rapidly, still falls far short
t requirements. This is particularly the case in regard to
mg-termed loans. On October 1st, the actual rate of interest
1 securities with a fixed ra‘e, reckomed according to stock-
<change rates, was 8.5 per cent. for rentes and 104 per cent.
r short-termed bonds®), :

In spite of this very high rate of interest, the ossibility of
tising loans or emitting shares on the home marﬁet has been
ery resfricted during the last few months. At the same time,
te influx of foreign loans was almost completely at a standstill.
1 the months of August and September together, less than five
iillion marks worth of foreign loans were raised; those in
eptember being exclusively Dutch ecclesiastical loans.

The influx of short-terened foreign capital, meanwhile, not
nly appears to have come to a standstill, but a certain amount
f foreign capital has even been removed from Germany to
lew York, attracted by the high rate of interest and the possi-
ility of speculative profits.

Since, however, German industry absolutely requires capital,
: has to a great extent resorted to an alienation t3“industry by
le organised sale of whole batches of shares to foreign ca-
italists, especially Americans. This development is frequently
ttacked on “national” grounds, However, a further alienation
n the narrower sense of the word appears inevitable,

The dearth of capital in the country, the heavy losses of
[uotations — espeecially in the case of the I. G. Farben and the
stificial-silk industry — and the return of German shares from
tbroad by reason of the tension on the stock-exchanges of New
fork and London, made a serious stock-exchange crisis in
Jermany seem imiminent towards the end of September. To
revent this eventuality, subsidiary measures were initiated on
september 23rd by the four “D-Banks” with the inclusion of a
lumber of other leading banking firms. This action was success-
ul, inasmuch as the crish was averted, another indication of
the tremendous economic power of the great German banks.

This power has been yet enhanced by the subsequent con-
centration. On September 26th, the German public was surprised
by the announcement that two of the four D banks, the Deutsche
Bank and the Discontogesellschaft, had resolved to effect a com-
Plete fusion. This concentration has resulted in a giant concern
which is unsurpassed save by the Big Five in London and by
two or three great New York banks. All other banking associa-
lxon.s"d on the European Continent have been- absolutely left

ind, .

_ The objeot of the fusion was in the first place that of
facilitating the importation of capital from abroad, as also of
effecting a wholesale rationalisation by the closing down of
branches in all cases of overlapping, a measure entailing the
discharge of several thousands of employees. Finally, the fusion
will necessarily represent a further incentive to monopoly-forma-
“Ons‘m industry in the form of amalgamations among such in-
dustrial concerns as are dependent on the two banks in question
and have hitherto been competing with one another. In parti-

rar, great amalgamations are to be looked for in the elec-
fricity industry and probably also in navigation, seeing that the
H rg-America Line and the North German Lloyd were
\—%

¥ “Frankfurter Zeitung” of Septermber 20th, 1929,

financed, respectively, by the Deutsche Bank and the Disconto-
gesellschaft. )
We are thus faced with a period of intensified monopolisa-
tion, all the more so sceing that the other two D-banks, the
Darmstidter- Bank and the Dresdner Bank, will obviously do all
in their power to reduce the distance between themselves and
the mew giant concern by an absorption of numerous smaller
banking enterprises awith which they have connections.

v' The Position of the Workers.

In gpite of the improved business position, the percentage
of unemployed in the trade unions has throughout the year been
greater than was the case last year. The number of unemployed
in receipt of benefit on August tst, when it had reached its
lowest ebb, was 236.000 above that a twelvemonth earlier. In
consequence of the deterioration of unemployment relief un:>r
the latest enactments, the number of workers in receipt of relief
will in future be an even less reliable index of the actual extent oi
unemployment than hitherto.Therefore, we can only be guided
by the development of the percentage of unemployed in the
trade unions, ‘ ’

These figures show that the increase of unemployment has
been more radical this year than it was last year. There can
be no doubt but that atound the turn of the year the total
of unemployment will again have exceeded the two-million limit.

The development of the wages of industrial workers is
depressed not only by the immediate pressure of the capitalists
and of their Social-Democratic’ henchmen, but also by the great
migration of agricultural workers from the agrarian regions in
the East of Germany. The increased use of machinery on the
one hand and the failure of numerous big agricultural enter-
prises on the other, drive tens of thousands of agricultural
workers into the cities and industrial districts,

In such circumstances it is no wonder that the German
Fascists have apparently been able to increase their influence
of late among the unenlightened rural workers.

FRANCE.

Among all the imperialist Powers, France has experienced
the quietest development of its economy in the last few years,
i. e, since the stabilisation of the franc. The general aspect of
business is very similar fo what it was before the war, with a
slow advance of production, no unemployment, low rates of
imterest with an abundance of loan capital, a well-ordered state
budget, and a good tax revenue especially as regards indirect
taxation. The development of the trade balance, too, is coming
more and more to resemble that of pre-war fimes. ’

The outward similarity, however, does not mean that there
have been no changes in ‘the internal structure of French eco-
nomy. As a ‘matter of fact, things have changed considerably,
though in view of the inadequate economic reports published
in France it is not easy to say anything definite on the subject.
We are under the impression, however, that rationalisation is
making constant progress in French industry, as may be in-
ferred from the satisfactory development of electrification.

In this regard there is sfill room for great expansion. There
is a Ngofm]ed on foot in connection with the Rhone, the
gradient which river is to be divided into 16 power-stages
and thus fully exploited for the production of electric energy.
Individual railway-lines, especially those from Paris to Orleans
and from Paris via Lyons to Marseilles, are now in process of
electric economy exceed 1000 million francs per annum,
eleytric economy exced 1000 miliion francs per annum,

The elaboration of electric economy — together with the
&airly material reduction in the export ol finished goods this
year in particular — points to the fact thal the competitive
capacity of French industry is no longer secured by the thorou=h
renovation of its productive apparatus in war and early post-
war times. So as to maintain its ability to compete on the
world market, French industry will be obliged to effect a
further rationalisation. In this respect it has an advantage over
British and German industry, inasmuch as it has at i's disposal
an abundance of cheap loan capital, We therefore believe that
in France, as in England, we are likely soon to experience a
fresh wave of rationalisation,

During the last three months,

the business position im-
proved at a somewhat speedier rate

than in the spring. “The
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trend of business”, says the “Manchester Guardian Commercial” vested abroad, parficularly in New York, .in the form of -
of September 12th, “indicates renewed expansion; many d<ferred  termed money. Retiable, as’ these figures are, it yet apper:
projects are now being carried out. Big contracts are in pre- on a deficit of 10,000, niillion francs on the balance ¥ v
paration, which will especially benefit the iron and steel there can be no question of any, capital exportation o 1 !
industry and all branches of engineering. A considerable revival scalz, even if there is, no further “increase in the gok :x
is noticeable in the building trade; in Paris in. particular foreign-bill hoklings of the note bank: . =~ .= =~
some very substantial orders have been placed for steel con-  For- the time..being, however, there is plenty o ;.
structions. The electricity works throughout the country are foreign bills, and loan capiial in France. The bank rate i :.
placing orders for material. The railway orders lor rolling-stock yet been infienced by the increase in the British raw :-
are so numerous that the faclories are finding it difficult to  {oes the status of the Bank of France afford any indicavo: =.
procure sufficient numbers of skilled and unskilled workers.” an increase of .the-rate lwil prove necessary.-in fhe near .-
It is obvious that in such circumstances business in th:  The currency rates, too, give no cayse to look for an incresc:
heavy industries must be very javourable. On the other hand, pank Tate; ‘dhey” are all in favour of France, a-fact’ w:
?ujmessTr tthet'lllgh't dmdt'UStT}& ap‘pea{s to beubgart lt&ssthsags- renders possible the constant importation of goid. -
aciory. The textile industry in particular is subject to the de- g . C e tarice of 45
pression prevailing in this branch of industry leost all the fate%eﬁﬁ;?e\ﬁfﬁef:c{eﬂ;mﬁh gegﬁag":;;l{g? t;;rﬁnoi_;}f
world over. The orders in the hands of French epiuners and 1. appears 10 be a>greafpadvaf'.‘.;g"e for ihie Ereoch bu. -
weagﬁ;s l11n July were far smaller than those in Jume. =~ . . Loy A T ne Game fime, as the “Times” poined ou 07 °
turned eou:f“;;t’ t:e[?lr&qu pointed °“}tl.'ﬂ the General ?‘ecnon, occasion of the increase of .the rate, French businzss mx -
1 y IS year, in WhiC oon'ne_cuon the em- ;) qustrialists do not acually obfain credit .any cheaper taz
ployment of better methods of cultivation certainly played a ‘hiat < snd The : < .
5 < . can be obtained in England. The French banks reckon e
e L BoasoPs were far larger than béfore “the ot oy the bank rate but .al the miorigagé. rate of ihe B
war. As in Great Britain, there appears to be a tendency to- - which is at Dreseat 5!/ bet cent. to whi =
wards diminishing the area under cultivation and concenlr};ting thr:'mf&dwlhghﬁ7 aﬂrp;ee‘sl;znt 5'/s, per ‘cent., to, which ihe b
on particularly suitable soil. Since in view oi the favourable n o Thapereent. o oa e an
outcome of the harvest there is soms danger of the grain dutizs, Nevertheless, there is a great dlﬁ&{'e,lil,‘e,-j.r.hﬂle Posiig 3
established in the spring at 50 francs per ton, not being effective, the money market in France in comparison with countris ..
the introduction of an export-voucher system has been resolved Oreat Brifain or Germany. Even -though the French 3'3_7'
on, so that at all events — even in the case of an export surplus  ignore the low bank rate and. charge their clienfts pract..
— the price can be maintained by the amount of the duty above 25 much interest as the British banks do, they are easily
the world market level, , to satisfy the needs of industry and comimerce, wherea: .

: : o bae g i stant dearth o capifat in QGermany, and in G
During the last few months, foreign trade has continued to o3 c?'n : ; s - . : 3 ‘-
decline. The adverse trade balance continues, mainly as an Britain there is now likely to bz 2 fairly lengthy period c* -

outcome of the diminished exportation of finished goods. The }rg%n?e'a At?) i;‘raegse:ddmf‘a‘f;ot,}::rhq:;ﬁ&% o?nth;rm\ey“f:;:f-
trade-balance ~ deficit of the first eight months amounts o ¢ (i easy to explain is the reasyon why, ydespi‘e the sbuz:r
7000 million francs, as against no more than 1000 milion of fres capital and the low rate of’ intérest, there. shou'i

francs in the corresponding period of 1928. be a greater exportation of gapital to foreign countries.
. y Wholesale prices fell considerably in the wmonth of Aug
The Balance of Payments and the Capital Market. mainly by reasont of the satisfaclory harvest. This. mpplies <.

No official balance of payments is published in France. particularly to vegetable foodstuffs. - - ,
The following figures represcnt the estimates of Meynal in the ) S ’ : . :
“Revue d Economie Politique”; they are rough estimates, posses- Price Index Figures of the Statistigue

sing the limited reliability \falvhich characterises all balance-of- Générale o
payments returns. By these figures we can see that — suppo- ' : ' ; e »
sing trade with the colonies to be reckoned as home trade — : ‘ . -At lie Close of the Monh i
the deficit of the trade balance was 330 ;\nillion francs in 1927 B c August July- June May X
but as much as 4480 millions in 1928, According to the data : : S - ' s
to hand for 1929, there would result for the entire year a . . 1929 1929 . 1929 1929
deficit of about 10,000 million francs. } Total.lndex,.,. .. . . 600 - . 626 -:623 636 - t?_‘
On the other hand, there were in 1928 the following itzms Native Products ... 616 . 639 . 635 649 o.

~ | et Imported Goods .. -. 595 - 603 . 604 + 614 b
of income for the country apart from goods traffic: Foodstufis (iotal) , . .. 559 ggg . 22 . ﬁs Cow
MG Veg. Foodstufls .. . i 520: . <L I577 2 »
M‘“‘;'l‘;;’a"“ "-Anim. Foodstuffs . . 586 603 606 - 584 >

4 Cofiee, Sugar, Cocoa . 583 - 604 . 589 581 -

Freights
7,500 . Industrial Materials . . 653.: 653 . 652 662 O

Expenditure of Tourists . . .

zield (t)f Cﬂplt‘al Investments Abroad PR g,:—;g(; Min‘erals, Metals _— 623 o 622 R 621 ) 622 ?4,
eparations . s e » Textiles . . . . .,673 - 690 - 696 - 722 i
19,330 Miscellaneous . . . . 639 : 649 644 - 650 o

The cost-of-living index fiéure. which in France is reckor-
merely for every quarter, shows -ng change f{or the i~
quarter of the year,, I )

The expenditure of foreign tourists has, as we pointed out
in our last survey, rather a falling tendency, seeing that since the
stabilisation of the franc there is no longer the possibility for

tourists to live cheaply in France. The revenue from Reparations 9]- . . .

will likewise decrease now that the Young Plan has come inte 2nd Quarter :gig ;2’ ;tl; Q“i?’":e' :ggg :;'
operation. A debit item outside foreign trade, are the payments Ist Quarter RGNt Q“f" €r, 27290 950,

1o the United States and Great Britain and the remittances madé : : 3rd Quarter 1929: 556.. .

by immigrants, representing together 4410 million francs, Apart ‘ : S Y . ‘
from smaller items, the account was balanced in 1928 by the According to the official index, too, the cost of ‘living "+

tollowing fizures: risen by 5 per cent. since the end of 1928 and by 10 per e
. Million Francs since the end of 1927 It appears that the increase in more
wages has not kept pace with this rise in the cost of living.

Movement of Precious Metals . . . . . 6.140 . B .
Foreign-Bill Purchases of the Note Bank . 7,140 The foundations of France’s State finances, which wet
—  established by Poincaré in his capacity as Minister of Finan-
13,280 have proved completely satislactory, Of late months, the

) ) o o revenue has surpassed the estimate By more than 500 mill:
_ Finally, there is a visible and invisible expor'ation of ca-" francs and also shows a great increase over last year.
pital to a ftotal of roughly 3000 million francs, probably in- . . .

I




L) Q’:—l—
Toial Tax  Excess over Lxcess over
Revenue 1928 Estimates
May 3204 9 547
June 4003 509 635
July . 5488 1288 739
August 3581 388 567
The institution of the Amortisation Department has also
wed wholly satisfactory. This year 3000 million francs’ worth

bonds will be redeemed and 12,000 million francs’ worth of
tional Defence Bonds and rentes converted, which will mean
budgetary economy of several hundred million francs per
ium. This office has at present deposited 7000 million francs
‘h the Bank of France, io be employed in the coming months
purposes of amortisation and conversion, which will entail
corresponding increase in the note circulation and in the
uidity of money!).

There are constant complaints on the part of French capi-
ists as to the shortage of labour. It is stated that the possi-
ities of production cannot be fully exploited for lack ,of
lled workers. Labour is being constantly recruited from the
stern European countries, Austria, Hungary, the Balkan States,
d Poland, in which connection the services of the C. G. T.
d of the reformist trade unions of the said countries are
iployed, on the one hand to keep away politically unreliable
ments and on the other hand to strengthen the influence of
» reformist trade unions through their participation in organi-
1g emigration to France.

The great influx of foreign labour may also be the reason
1y, in spite of the alleged lack of workers and the increasing
st of living, labour struggles have not attained the extent that
ght well be expected in such circumstances.

ITALY.

It appears that Italian ecomomy has participated in the
rrent year in the general improvement of business more than
first seemed to be the case. Almost all the data hitherto

iblished Eoint in this direction. We here reproduce the moat
iportant figures.
1928 1029
Import of Fuel (Thou.Tons')
First 5 Months:
Mineral oil of all Kinds . . 375 150
Coal e e e e e e 34606 4448
onsumption of Etlectric Current
(Mill. Kilowatt-Hours'?)
First Half Year . . . . . . . . . 4.10 4.50
Output of Iron (Thou. Tons'?)
First 5 Months . . . . . . . . . 173.3 234.9
Jutputof Steel (Thou. Tons?) . . 722.8 023.6
Trafficat Ports (Mill. Tons')
First 7 Months . TR 21.9
mportof Raw Materials (Thou. Tons™)
First 6 Months:
Cotton 123 133.5
Jute . 308 35.5
Wool . 327 36.3
Pig-Iron 56 0385
Cellulose 85.3 935.5

In the last few months, in regard to which there are not
fet any comprehensive data to hand, the improvement continued.
The output of the heavy industries has remained at the same
lgh level. Even the cotton, silk, and artificial silk industries
ire contented with the business development.

The data now published regarding the year 1028 show
that, thanks to the support afiorded them by the Fascist regime,
the capitalist enterprises have made quile handsome profits
tven in that bad business year. 1504 joint stock companies with

%) “Statist” of September 2Sth, p. 450.

“i “Wirtschaftsdienst” of August 9th, 1929,

1) Bacchi, “Wirtschaftsdienst” of August 16th, 1020,
) “Frankfurter Zeitung” of August 27th, 1929,

") “Economist” of September 14th, 1029
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at least one million lire of capital each and 24,260 millions in
the aggregate have — after allowing for the losses incurred
by 393 enterprises — made a total profit of 2160 million lire.
or an average of 8.9 per cent. The dividends distributed agyre-
gated 1829 million lire or 7.52 per cent.’s),

The Fascist economic policy aims at promoting the union
of similar enterprises so as to open the way for a greater
rationalisation. Thus the “Frankiurter Zeitung” of September
10th writes as follows in regard to the concentration in the heav)
industries:

“Under the auspices of the Government, a consortium
of heavy indusiries has been brought about, to which all
Halian enterprises belong. So far, all such attempts had onl
met with partial success, because the Ferriere Lombardo of
Milan refused to co-operate. The aim of the consortium lies
in rationalisation with the elimination of works and dwarl
enterprises, the concentration of production on specialities.
and the regulation of the market.”

A similar process is in progress in the cotton indusury.

More inferest attaches to the suggestion of the former
Finance Minister de Stefani, to the effect that import trade should
be promoied by being controlled by industrial svndicates. lai\
now buys grain and potatoes to the value of 3(XI0 million lire.
cotton to the value of 2000 millions, coal for 1500 millions. and
oil for 1000 millions. Why should not syndicates establish the
total requirements and appear on the market as buyers for the
whole of ltaly?

The idea is that of an import monopoly on a private eco-
nomic basis, a capitalist distortion of the foreign trade monopol
of the Soviet Union. .

Certain achievements have also been made in the ‘“grain
struggle”, though the result attained may also be due to favour-
able weather conditions. The wheat harvest of the year 1020 is
said according to an announcement by the chairman of the per-
manent “Wheat Committee” to amount to 7 million tons, as
against 6.2 millions in the year 1928, an average of 6.1 miilions
between 1926 and 1029, and an average of 5.05 millions between
1911 and 1914,

A still greater increase is recorded per hectare:

Wheat Yield per Hectare (in Tons)

1011 to 1914 . 1.00
1926 to 1920 . 1.25
1929 1.4

Far greater yields than this are recorded in Lombardy.
where a competition was organised between the provinces ot
Brescia and Cremona, leading to an average yield of 4.3 fons per
hectare. In the province of Milan attempts are being made to
gain a rice and a wheat crop from the same soil in the course
of a year; in 1928 a double crop was already raised on 154
hectares, How much of all this is mere Fascist propaganda.
cannot be ascertained.

After the heavy deficit of the early months of the vear.
foreign trade improved during the summer.

Foreign Trade of the First Half Year
(I'xpressed in Millions of Lire)

Imports Exports Import Surplus
1020 1.7 73 14
1923 1.1 7.0 4.1
1027 1.3 3.0 3.3
1026 143 3.5 5.8

The months of June and July show a decreased import sur-
plus; the good harvest naturally reduces the need of importing
grain, so that the commercial balance is likely to prove more
favourable in the next few months.

The deficit of the commercial balance is covered by the ex-
penditure of tourists, the remittances of emigrants, "and the
rzising of foreign loans. At any rate. the Bank of laly was thu:
enabled to regain part of the gold forfeited last year.

As regards the position of the working class, no changes
have occurred of late. Unemployment, which according to Buceir’

1) “Bulletin Quotidien” of August 22nd. 1020,
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himself is “only approximately covered by statistics”, figures as  lermed obligations oi Poland to foreign countries now hr-
follows in the official returnst®): lollows?®"): N 7

Millions o1 /0 o
Unemployment at the Close of the Month Total 133
(Expressed in Thousands) Thereoi State Debts . . . 3800
1928 1929 Cities and Districts . . 340
January . . . . . 439 462 Industry . . . . . . . 660
February . . . . 413 489
March -~ . . . . . 412 293 Besides this, there is a short-termed indebtedness oi r5.
April . . . . . . 357 258 750 million zlotys.
May .. ... 307 : 228 In comparison with the potential possibilities of the co:-
June ..o ."47 173 this indebtedness is by no means exorbitantly great. by
Juy oo 24 200 so in relation to the country’s own formation of capital. k-

. . . . the pronounced dependence of the country on foreign capiai-i
It must be taken into comsideration that according to the the very high rates of interest. It is well known that the sz}

latest census there are no more than 3,213,006 industrial workers . ib dition
i ltaly*”). The above official figures — which are certainly ;:)c;gi(l,?]a"cozftrtoh]e gfeat%el o:gtew %:,&rl.’y hfro SSII);:,C(;'“ f}?: ,d: :
materially smaller than the actual fotals — therefore show a appo?nted by the United States, is no less powerful thir |
proportion of unemployment of something between 6 and 14 per Parker Gilbert at the time of the Dawes Plan in Germi

cent. for the current year. In the current year the influx of foreign capital was pr=.

greatly restricted by the international credit crisis; the -

POLAND. was a yreat stringency of credit accompanied by extremeh .

Q N . 1, 3 3 -

Among the great European States, Poland is practically the ;:;t:l: c?e’ijci?‘rdz;?gwt:r*a;wiexly fh;egorrit;‘ th;agr x3ce epr alge n[torrr?;'.'-

only one that did not take part in the general improvement of Lt/ < Lode 5t was a1/, Der cen[: ltgis obviogs that in v

the business position in the year 1929, The structural formation this exorbitant share of io];n capifal in the profits, the s
of economy in Poland is not at all easy to understand. The most ment of industrial capital is greatly impeded.

important facts in this regard are as follows: 7
a) The country, composed of economically and culturally “ea)] zr: EOYS;;);tg(; g’e tcl?eu nut:"y rzndrttil;eu;le(l)w hij(:,rl;n ‘?O_
widely difierent regions, does not yet form a uniform area. The thg zovernme%fgal su rstr{ncture apcogﬁ militaxyismbven .
highly industrial region of Upper Silesia is severed from its expenses for the inteli'flal apparatus forsy ressing the oz -
economic basis in Germany, as is also the agriculturally highly lil{)es and the workin clesF; together ‘:?& the %o:xs 0} .
developed country of Posnan. The individual parts, Congress sromotion of industrg and subsidies to the agrarians. 4
Poland. Galicia, and the portion separated from Germany, have éem ol the national );wome estimated at 350 gmi)lion”p*"
their own railway systems, the structure of which is adapted passes to the State in the form of taxes, railway freight.
i?hil?}f te;\:gsneor?e,gi::g ks)t:;t:s;c g:l‘ll:ll::{]"e"ts of the countries to revenue from State monopolies and State enterprises®).

As a matter of fact, the number of protested bills £,

b) The economy of Congress-Poland was based on a connec- . ) ¥ A
tion with the Russian market; the relations with the Soviet " ‘M€ burTlmer.months. a.t a-l‘mos: 6 per cent. of all bll._'»
Union is still a serious problem for all the Border States, In spite of the difficulties above mentioned, Polan< -
succeeded of late years in improving its agriculture and inc-:

¢) This dependence on the East is closely conpected with the not inconsiderably.

fact that Poland's role in the economy of the world is still
altogether vague. The powers that be in Poland urge a speedy The Tollowing index figures show the
industrialisation of the country, particularly for military reasons. '

Some success has certainly been attained in this direction. Bul Devyvelo pment of Industrial Production i
the development is impeded by the relatively small absorptivs Last Few Years.

capacity ol the home market, the keen competition on the inter-

national market and the lack of native capital. Since 1925, when  (“Quarterly Report on Business Research”. vol. No. 4 ==

the regulation enforced by the peace treaty came to an end, the No. 2)

endeavour to develop industry led to a customs war with Cien:- On thz Basis of 100 to Represent the Average between i-

many and to a cartain neglect ot the interests of capitalist agri- and 1927.

culture (policy of export duties on grain, etc.). = - :

d) A particularly important factor is the poverty of the o~ o o o2 ‘E

country™), which is tantamount to the poor receptive capacity of 3 o CET- z3

the home market and leads. together with industrialisation. to S =L 55 22 s

a pronounced foreign indebtedness and alienation, Before the ) " N
! = N Monthly Average 1920 018 881 88.1 8.0 N-

war the savings deposits in the territory of present day Poland
amounted to 8000 million gold irancs; now they are roughly
2300 millions. or as much as the deposits of the Dresdner Bank
in Germany"). Hence the recourse to foreign capital. The long-

Monthly Average 1027 114, 117:4 1180 1257 &
Monthly Average 1928 1201 1459 1247 1310 Ul
First 6 Months 1920  130.7 1470 1224 1241 15!

The development of Poland’s heavy industries in the -
five years may be seen by the following table (“Neue F=

1y “Wirtschaitsdienst” of August 16th, 1020, Presse”, special Polish number).

) v. “Bulletin Quotidien™ of August 3ist, 1020, How
buckward Halian industry still is. in spite of its vigorous deve-

lopment in Northern Italy during the last few vears. is proved ) ibid.
by the fact that for 3.200,000 industrial workers there are no 1} o0l per cent. of the oil industry. 45 per cent, of the ¢-
fewer than 1.825.630 proprietors of enterprises, which means that  tricity production. and 35 per cent. of the electric industn =
there are less than two workers per proprietor. immediately in foreign hands (ibid).
™) Poland’s natioral income is estimated at 350 million ) v Times™. of May 14th, 1929.
pounds (* Lines™ ol May [4th, 1620). This would m2an the eigth “3) Arithmetic mean from indices of various branche:
or nith part of the national income ol Germany, which, it is  mining and industry.
‘ hae W'o onrulatic P 2], " . i oy g -
rue. has double the pepulation of Poland. 2} Iron ore, iron and steel, stones and earths, building -
"y Deita culled Trom Wiemiows<ki in the »Bulletin Quotidien”,  Wi¢tals and machinery, chemicals.

Palizh ay

vemen: 1o number 730, ) Textiles. outfitting, leather, foodstuffs, salt, pi-



No. 67

International P’ress Correspondence

1439

Output in Thousands oi Tons.

Yeur g f 5 'GE
I < .= o2 —_
™ ITE = =
i SES H 3
1024 333 678 472
1925 315 179 587 29,081
1926 327 788 562 35,747
1927 618 1244 918 38,084
1925 684 1437 1045 40,618

Polish agriculture, too — partly as the result of low fodder
ices — has been through a process of iutensification of' no
iall importance. While the yield per hectare has increased but
significantly, the number of cattle and the sugar output have
own considerably.

The “Statist” of July 22nd. 1929, puts the number of
estock, in millions, at the following figures:

Cattle Horses Pigs Sheep
w23 . .. . .. 79 3.2 5.1 3.1
19288 . . . . . . 86 4.1 6.3 1.9

The decrease in the number of sheep also points to a more
tense agricultural cultivation. A great part of the products of
itle-breeding is exported in view of the poverty ol the popu-
ion; these exports have grown from year to year.

Export of Products of Cattle-Breeding®).
(Expressed in Millions Zlotys)

10925 1926 1927 1923

Meat . . . . 515 60.2 63.6 32.2
Milk Products . 5.5 28.0 432 809
Eggs . . 513 132.0 160.4 184.6
Ham . 74.2 799 168.0 2407
Poultry 8.7 11.9 10.9 144
Total 1902 3120 555.2 020.7

The last few years have witnessed a great development on
e part of the sugar output, which now exceeds that of pre-war
mes?*7),

Number ot Sugar Area Sugar Output in

Refineries in under Beet in  Terms of White

Operation Hectares Sugar (100 Tons)
L1 B 87 176 544
921722 . . . 08 32 151
@y ... 73 166 442
7/28 . . . 72 108 504
RALTE. I 71 230 672

The prozress made by Polish industry was attained in keen
ompetition with the industries of the highly-capitalised coun-
ries. The most important branches of industry in Poland are
hose in regard to which there has of late years been an acute
r latent crisis throughout the world, viz. coal, oil, iron. sugar.
ind steel. It was only by the exertion of all governmental means
n support of these industries and by exportation on the strength
# systematically depressed wages. that such an achievement was
Yossible.

~In its coal exportation Poland was successful in competition
with Great Britain and Germany. Its competitive capacity, how-
ever, apart from the far lower level ol wages, is based on the
hidden subvention afiorded the industry by the State by means
of very low railway freights, representing a loss to the manage-

) »Statist™ of August 3rd, 1029,

*) “Neue Freie Presse”, special Polish unumber.
2 ) In 1928, the coal exports of Great Britain receded by
- per cemt., those ol (Germany by 7.6 per cent.; the exports
from Poland. meanwhile. rose by 17.6 per ceni. Poland’s ex-
ports to Scandinavia and the Border States increazed by a
million tons, while Cierman exports thither receded by 600.000
fons. (Report of the German Coal Board.)
b

|

ment®®). In its iron and steel industry, Poland comes up against
the very keen competition of the Continental Steel Cartel, which
is able to sell very oheaply abroad in view of the high proiits
it reaps within its wide customs barriers. In the output ol
naphtha, there is a latent over-production and keen compe-
tition, In regard to sugar, there is an international crisis, as
there is also in regard to the textile industry, which is of
such vital importance to Poland. Here the home market is
restricted by the poverty of the country and foreign trade is
rendered difficult by the existence of a rival industry in almost
every country of the world.

During the last few months there has been a slight impro-
vement in the business position, which is reflected in the higher
output figures and in the trade balance™). The latter showed
an export surplus in July and August, but this was mainly due
to a diminution of raw-material imports. But with the advent
of a crisis in the United States, now no longer far distant, these
signs of an incipient improvement will speedily disappear. In
view ol the dire poverly of the country®), and the waste of
a great part of the product value for the maintenance of the
relatively far too extensive State apparatus, there 1s no seeiny
in what way Polish capitalism is to stabilise its economic and
political position,

GREAT BRITAIN.

The economic position of Great Britan during the last few
months has been characterised by a growing tension on the
money market and by the long expected and finally realised
raising of the bank rate.

Among industrialists, however, the raising of the bank
rate very naturally led to some opposition, which is in a
certain sense the continuation of the opposition offered hy the
selisame circles some years ago to the return to the gold
standard. The higher bank rate means that a greater share ol
the profits of industrial capital will pass to the banks, a fact
which the industrial circles consider as diminishing their own
prolit and weakening their competitive capacity on the world
market.

There is a unanimous opinion to the effect that the raising
of the bank rate will prove a setback 1o the slowly progressing
improvement of business this year. This senliment was voiced
by Wise, a member of the Labour Party, and far more vehe-
mently by Bevin at the Trade Union Congress, finally also by
the “Daily Herald” itself in a leading article on Sepiember 28th,
in which the Bank of England is reproached with increasing
unemployment with a view to placing difficulties in the way
of the Labour Government.

“Unemploynient”, it has been said, “put this Government
in. Unless it is overcome, unemployment will put this Govern-
ment out.”

It is therefore demanded that a commiitee of investigation
be appointed — a demand already advanced at an earlier date
by the Mond-Turner Conference and now supported by Lord
Melchett, MacKenna, and Keynes. In answer to Bevin’s attack
at the 7Trade Union Congress, Snowden was obliged to deliver a
long speech in defence of the Bank of England, so as to pre-
vent the adoption ol a resolution directed against the policy
of the Bank. In this speech he repeatedly pointed out that the
Treasury had no influencee on the fixine of the bank rate
and was also in no way responsible therefor. He reminded his
hearers that since the raising of the bank rate in Februarv
unemployment had continually declined until the end of August
(seasonal influences!)., so that there was no obvious connection
between a higher bank rate and increased unemplovment.

) OF late, Toreiyn trade developed as follows:

Value of Foreign Trade in Millions of ZIntvs

Impor's Exports
First 8 Months 1020 203.0 213.0
Monthly Average 1026 129.1 187.8
Monthly Average 1927 2410 200.0
Monthly Average 1028 280.1 200.0

"y A Government Conmunission recently established thot in
Warsaw more than half the total number of familias inhabited
a single apartment (room or kitchen). (Manchester Guardian™
of July Sth, 1029),
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It may be supposed in this connection that it would have
been possible to avoid an increase in the rate by establishing
an equilibrium in the balance of payments by means of an
overt or covert prohibition of long-termed capital exportation,
as was the case immediately affer the return to the gold
standard. In his speech at the Trade Union Congress, Smowden
declared that three months ago he had expressly advised a
meeting of bankers to avoid capital exportation especially to
countries whose currencies were at an agio in relation to
sterling. Such a licy would be in the interests of such
industries as wor{:o for the home market. but it would be
contrary to the interests not only of banking circles but also
of those industries which work tor exportation, since in view
of the present very acute competition on the world market
commercial exportation is very greatly dependent upon the ex-
portation of capital®!),

i, therefore, there are critical opinions in regard to the
policy of the Bank of England, the raising of the bank rate was
i any case a better solution for the authoritative circles of
the British bourgeoisie than a prohibition of capital exporta-
tion would have been. The scarcity of capital would, more-
over, itself have had the effect of restricting such exportation
as will appear from the following figures, culled from the
“Siotist™?):

Capital Exportation
(Expressed in Millions of Pounds)

Total United Empire Foreign

Emission Kingdom Overseas Countries

1028 1929 1928 1929 1928 1929 1928 1920

May 441 227 201 119 103 87 46 2.1

hune 370 281 244 141 79 6.0 47 19

July $15 223 211 147 140 45 6.4 3.0

August S6 47 75 38 05 03 06 053

Septeniber 177 20 51 07 32 11 94 02

October . 37 170 257 3.1 36 41 145 97
First

10 Months . 322.1 2419 1884 1349 710 575 626 49.6

The tension on the money market and the raising of the
bank rate led to the breakdown ol the Hatry concern and to
the arrest of its chairman and his coniederates. This matter is
worthy ol special mention since it shows how callously spe-
culators deal with the money of the small capitalists even in
such a “serious” seat of business as London. For this was the
second occasion on which the understakings of the same specu-
lator, Hatry. collapsed.

The Development of the Business Position.

The slow jmprovement in the business position lasted until
the raising of the bank rate. In spite of the great tension on the
money market, the usual seasonal relapse failed to occur this
summer. The position of the heavy indusiries, the electric in-
dustry, shipbwmlding, and the conséructional industry is fairly
lavourable; in the last-named instance, however, credit dii-
ficulties are beginning to make themselves felt. The general trend
of business may be seen by the following index figures:

Index of the Board of Trade
(On the Basis of 100 to Represemt the Level of 1024)

Produciional

2nd Quarter  Ist Quarter 2nd Quarter
ju2y 1028 1028 1620 1029
100 8 105.5 103.6 110.73 111.4

The level of production in the third quarter of 1929 difiers
very dittle from that of the second quarter,

") the sepiember bulletin of the Midland Bank asserts

i the owtllex of gold was by no means caused by too great
Ctenportthion of capital.
1) tSreastt of November 9th, 1020, p. 34u,

Index Figures of Business Developmen:
(From the “Economist”. 100 to Represent the Level of17: |

August June  July Augustlep-
Net Imports ol 1928 1929 1920 1426 ¢
Raw Materials 88 105 96 ” @
Coloured Metals 113 135 132 123 41
Consumption of ‘
Iron and Steel 83 106 105 IS EREIE
Cotton 98 103 - 98 s
Rubber 143 265 278 20 ¢
Coal . . 88 93 94 % 1
Electricity . . . . . 905 .108 104 102 ¢
Railway I!vreigh't Traftic 90 94 94 - -
Exports of
Brit. Manuf’ed Goods 109 106 11 109 1

As regards the individual branches of industry, the x-
of coal on the world market have constantly improved thre.
out the last few months. In South America and Canada in p-
cular, United States competition was successfully met; the sir
may be said of other parts of the British Empire. On the oz
hand, British coal had still to cope with keen competio: -
Europe on the part of German and Polish coal. Nor do b
prices appear to have been profitable, since in spite of -
improved foreign sales coal-mining confinues to record 1 *
ficit. :

A particularly good degree of occupation is reported o
iron and steel industry; the output in August was the best ::.
the end of the war.

Iron and Steel Production
(in Thousands of Tons)

Iron Steel
. Monthly Average 1913 . 869 649
Monthly Average 1927 . 617 770
Monthly Average 1928 . 560 722
First 8 Months 1929 . 627 818
June 1929 | .. 668 844
July 1929 | 672 804
August 1929 . . . . . . . . 682 753
September 1929 . . . . . . . 664 848

The position of the railways, which was long very ;-
carious, especially in view of the competition of automs
traffic, has likewise improved of late.

On the other hand, the position of the textile industr -
general and of the cotton industry in particular has, if anyi:.
deteriorated rather than improved. In the artificial silk indus-
too, there has been a relapse. Upon the whole, however,
entire situation of British industry has improved somewhat i
in the last three months.

FOREIGN TRADE.

The improvement of the economic position in Great 8-
tain is obviously based on the home market, since foreign -
has only improved in a very slight degree.

Imports and Exports
(in Millions of Pounds)

Imports Exporis
Monthly Average 1913 . 54.9 43.8
Monthly Average 1927 , 014 59.1
Monthly Average 1928 . 89.7 60.3
First 8 Months 1029 | 90.1 61.0

1929 1028 1929 1928
May 93.0 87.6 67.4 38.0
June . 81.9 87.9 499 395
July 85.6 87.0 66.5 60.9
August 92.0 80.0 63.0 022
September . 91.6 80.8 55.1 36.0

Exports in the first eight months of the year were thus
an average not quite one million pounds greater than in 19
— a rise of 0.5 per cent,, which can on no accoumt be taken :
a basis for the nuprovement in the business position.

*) The August figures are partly provisional.
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If we examine the export figures of the principal staple
vares, we can observe an incréased exportation of products of
he heavy industries and a stagnation or decrease in regard
5 the exportation of textiles.

Exports January to August

1929 1928 1927
soal (Millions of Tons) . . . . . 389 330 348
ron and Steel (Millions of Tons) . 3.0 2.8 2.7
:otton Yarn (Millions of Pounds) . 116.0 1142 1374
‘otton fabrics (Millions of Sq. Yards) . 26108 20125 27737
Voollen fabrics (Milliots of Sq. Yards) . 1108 1203 1120
Voollen Yarn (Millions of Pounds) 36.6 39.8 383

Apart from these staple goods, the exportation of ships,
utomobiles, and machinery has increased during the last few
1onths.

The “Statist” (of August 31st) points out that deposits with
1 Post Office Savings Bank have increased from 187 million
‘ost Ofiice Savings Bank have increased from 187 million
ounds before the war to 285 millions at the present time. and
eposits with the smaller savings banks from 54 to 81 million
ounds, while the National Savings Certificates, which were
on-existent before the war. are now in circulation to a value
[ 485 million pounds, half of which sum may be estimated
» belong to small savers. Thrift has therefore by no means
Creased.

Monopoly Formation and Rationalisation.

In our last report we pointed out that the bourgeoisie of
reat Britain looks to the Labour Government for vigorous
ipport in the direction of mononoly formation and rationali-
‘tion. The Labour Government has come up to these expec-
tions. In his maiden speech, Graham, President of the Board

Trade, announced that the Government intended to bring
out the formation of a syndicate in coal-mining by coercive
eans if the mine-owners failed by the middle of September to
bmit a definite plan for the formation of a coal cartel. This
Inouncement had an accelerating influence on the long-pro-
acted cartel negotiations among the mine-owners. Two days
ter the Minister’s announcement of July 23rd, a meeting
tended by 400 mine-owners resolved on the discussion of a
ymbination of the district cartels already in existence. The
overnment announced that it expected a national cartel to
me into operation by January 1st. 1930, The negotiations
‘@ 50 far advanced that the coal-owners are now engaged in
msidering the following scheme:

A National Commitiee is to be formed which will a) regu-
te the coal output of the whole country, b) allocate a quota to
ich district, ¢) control the district price-lists, d) appoint arbiters
| cases of disagreement between two districts or between the
istricts and the central committee, and €) impose penalties on
district for the transgression ol regulations. For each separate
istrict a commission is to be appointed for the purpose of
istributing  the quota of the district amony the individual

Werprises. regulaiing the price of coal, come to price
sreements  with other district-commissions, and punish  the
ansgressions committed by individual enterprises. The na-

onal cartel will thus regulate output and distribute quotas
mong the districts, while the establishment of prices is left
) the individual district and the cartel will merely 'control
dherence to the price thus established,

This plan will probably meet acceptance, The possibility is
s given of founding an international cartel between ~the
ritish, German, and Polish-coal-mines, a step hitherto rendered

Mpossible by the unorganised siate of alfairs in Great Britain.

A similar movemeirt is also in progress in the iron and
teel industry.

A gigantic motiopoly, again, has been established by the
ma)gamalnqn of the soap and margarine concern of Lever
brothers with the Dutch Margarine Unie,

Thus we see that British industry js being impelled by the
oree of circumnstances gradually to abandon its old individualist
itude and not only to form national monopolies but even fo
oI international monopoly Yormations,

_neutrality”. The trade union

The Labour Government and the Working Class.

In our last survey we pointed out that great labour con-
flicts were to be looKed for in Great Britain and a general
aggravation of the relations between capital and labour, seeing
cthat the British working class was bound to call upon the
Labour Government 1o fulfil its election promises and in general
to demand an improvement of its economic position. As a go-
vernment of the bourgeoisie, however, the Labour Governmont
would neither wish to nor indeed be able tc fulfil these
demands.

To-day, after four months of Labour Government, we can
establish that the position of the British working class ha:
deteriorated, that the Government of the Labour Party has
fulfilled none of its election promises, and that it has never-
theless so far succeeded in avoiding serious friction or else, 33
in the case of the colton industry, in speedily settling matters
to the full satisfaction of the capitalists.

The deterioration of the position of the working class in
the last few months is in the first place to be ascribed to the
rapid rise in the cost of living, which (on the basis of 100 10
represent 1924) developed as follows:

’

Cost of Living.

Beginaing of June July August September
160 161 163 164

In the last four months, therefore, the cost of living has
risen by 2!y per cent. On the other hand, there has been a
great reduction of wages in the case of the textile workers.

It will be remembered that the cotton employers locked out their
workers on July 20th. The Labour Goveriment observed “strict
leaders had determined in advance
to agree to a cut in wages, but the mmood of the workers was
such as to make it impossible for the leaders to give in without
a ﬁkght. Therefore the lockout had to remain in for several
weeks,

On August 5th the representatives of the local trade unions
of the strikers turned down the suggestion of the trade-union
leaders of negotiations with the employers with a view to a
wage reduction. When the strikers had grown slightly less re-
solute, MacDonald appoinfed a reactionary judge to arbitrate
between them and the employers; the result was that the wage
cut demanded by the capialists was simply halved. the wages
being reduced by 6/, per cent,

A similar process is now noliceable
The employers ask for a wage cut of
workers
and will
industry.

in the wool industry.
10 per cent. 160.0K)0
are involved. Arbitration broceedings are in progress
probably end as they did in the case of the cotton

The railwaymen who claimed a wage increase of 21, per
cent. by reason of the increased cost of living, were induced bv
the Government to shelve this demand indelinitely.

Thus all along the line we see the increase in the cost o
living synchronising with a reduction in wages, while the
Labour ‘Government successfully defends the interests of the
capitalists against the workers,

The position of the Labour Government is most difiicult in
regard to the problem of a reduction of working hours mn coal-
mining In this respect the Labour Party at the election made
clear and definite promises, which it will not find easy to wget
out of. After lengthy secret deliberations, the Miners’ Congyress
arrived at the following resolution on July 20th:

“We demand an immediate repeal of the Eight-Hour
Act and_ nstruct the Executive Committee to take such
steps as it considers necessary to ensure this repeal.”

Cook, Secretary of the Miners' Federation and formerly ihe
representative of the extreme Lejt, openly sides with the Go-
vernment in this matter. In his lates speech, in which he made
no mention at all of the restoration of the seven-hour day. he
said, inter alia: ’

“The public knows now that the officials and representa-
tives of the miners are not clumsy and tyrannical people who
want to harm industry and bring about conllicts. The miners
and their representatives want peace, but they are detor-
mined not to return to the district agreements, for now
the tim2 has come for a national tarilf agreement.”
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Besides the increase in the cost of living and the reduction
of wages, the scourge of unemployment continues unchanged.
In the summer months there was, as usual, a certain diminution
in the extent of unemployment, but in September the total rose
again and is now only 120,000 smaller than a year ago.

NumberofUnemployed
(in Thousands)

At the Close of

March 1204
April 1181
May . 177
June 1164
July . . 1178
August . 1150
September 1160

The percentage of unemployed among insured workers has
remained almost unchanged for the last six months, It fluctuates
between 9.8 and 10.1 per cent. The promises of the Labour Party to
deal successfuly with the question of unemployment aiter their
coming into oftice, have so far not been fullilled. Certain public
works have been acceclerated and a Bill is to be introduced
providing six million pounds for public works. J. H. Thomas
has been negotiating with the railway companies so as to induce
them to accelerate their orders and extensions. But all these are
oniy sham measures which in no way alter the present state
ol unemployment.

UNITED STATES OF AMERICA.

Although production continued during the last three months
on a very high level, there are increasing indications that the
business boom has passed its peak and that the deterioration
of business in August and September is not merely seasonal
but the beginning of a transition from boom to crisis. The
most important indications of a downward trend (prior to the
stock-exchange crash not yet covered by this report) were the
allround decrease in the volume of output in August, the con-
stant diminution of the volume of orders received by the steel
trust, the smaller degree of occupation, recorded in August for
the first time since last November, and the repeated minor
relanses on the stock exchange.

As is always the case at the en:d ol a boom, the bourgeoisie
is unwilling to believe that the period of prosperity is drawing
to a close. The majority of bank reports and other critics of the
situation are still full of optimism.

On the other hand, reports from circles of a more scientific
character are far more cautious in their tone, Thus the well-
known business-research expert Babson draws attention to the
fact that sooner or later a general restriction of credit will lead
to an economic crisis™),

The fact remains that there was a decided restriction of
output in August.

Index Figures of the Federal

R

i—‘_f z i

SEg
Monthly Av. 1927 123
Monthly Av. 1928 135
July 1928 130
Tanuvary 1029 100
April 1026 | 150
May 1020 111 130
Jine 1020 103 122
July 1029 103 136

The deterioration of the economic position is drastically
~hown by the business index of the “Annalist”, which eliininates
~vasonal intluences and thus presents more reliable business
mdications, in so far as this is possible at all.

*) »tinancial Chronicle™ of September 15th, 1024,

E g

Business Index Figures of the “Annausr
Sept. August July June Mav ju:

1929 1929 1929 1929 % -

Iron Output 118.7 1203 127.4 123.1 1105 ¥+
Steel Output . . . 7.1 1202 1308 1316 1217 °
Laden Freight Wgs. . 101.7 1018 1021 1019 128 ©.
Output of El. Energy —  103.5 1039 1017 162 i
Coat Output . .. 90 0920 947 0935 6o ot
Automobile Outpui 1289 136.8)146.8 1505 1434 12
Cotton Consumption . 103.6 1004 1049 1043 1135 ¢
Wool Consumption . . -— 1179 117.1 1056 1053 ¥
Output of Footwear . — 1110 1102 1112 1143 w»
Zinc Output . 103.7 1056 1025 100.2 93 =«
Combined Index 106.0)106.5 1085 107.5 1083

Among the already known elements of the **Annaist” »
for August, only the production of zinc shows a rise s
in all other respects there is a recession, in automobile =~ |
duction and cotton consumption a pretty conliderable ot ~
judging of the trend of business, the dynamics oi produ
and not its actual extent is of importance. The volume oi %~
was still very great in August, as a comparison with io—
years will show.

“Annalist” Index of Production in Aug.:s

1929 19238 1927 1920 1925
103.7 101.3 101.9 100.5 100.7

Business aciivity in August was thus relatively highe ..
in the last four years. But while in the last three year: -
was a considerable increase between July and Augusi =
was this time a substantial falling off.

That this was no transient phenomenon may be e
the development noticeable in the last few months in the

Volume of Orders of the Steel Trus:
(Evpressed in Millions of Tons)

(In F'ércentage Proportion to Ca~

Orders Orders Orde

Received Executed n He
Apl . . . . 101 96 43
May e 107 99 43
June .o 108 104 13
July . . . .. 95 108 4.3
August . . . . 74 104 36

The dynamics of economy are fully apparent from '~
returns; in July and August the volume of orders simks -
rapidly below the productive capacity of the trust; in Ag.
the orders in hand greatly decrease, showing that in the -
few months there must necessarily be a further restricio
output.

In regard tc the month of September there are not ¢
comprehensive returns to hand, but in the middle of the m:
the “Iron Age” reported that the volume of orders showe
further decline and that the output of steel had sunk to & -
cent. of capacity.

One of the weakest points in the American business :
sition is- the automobile industry. In the first eight mon:t-
the current year. 4223414 cars were placed on the marke
against 3054905 cars in the first eight months of last ':
Ou the other hand. the monthly output figures show a ..
stant decline since April.

Output of Automobiles.

April 612,330
Mav 604.071
June 545,375
July 500.393
August 499,620
September 415,332

) Provisional Figures,

) “Annalist” of September 20th, 1929. The original fic-"*
have been revised for the purpose of eliminating seasonal -
riations with the exception of those in the volume of orc:
to haud. While we are writing we are informed that the vo..x
ol orders rose again by the end of September.
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In spite of the very great increase in the exportation of
omobiles and auntomobile parts, the question ol a glut on
home market recurringly arises in the last few months.

So as to increase the sale of cars. new models are con-
nily being put on the market. Particular interest attaches to
creation of quite a small two-seater, which is being turned

in great numbers. This litlle car is priced at $200 and
1 be sent through the post, as it weighs no more than
) lbs. It is intended to supply it with a watertight cover.
ich when streiched on a frame can serve as a miniature
rage for the car. This car is said to do 50 miles an hour®).
wiously an attempt is here being made to extend the use
motor-cars to vet poorer sections of the population, skilled
wrkers and small clerks who seek cheap dwellings outside

big cities.

A very serious setback has also been experienced in the
ilding industry. The contracts concluded in August for the
nstruction of dwelling houses are at their lowest figure
ice September 1923*). Though a single month is not of de-
ive significance, this also points {o the fact that there is
ely to be a further deterioration in the next few months,
riicularly in the production of building material.

It should also be pointed out that the “Annalist” index
- August shows a diminution in the degree of occupation for
: first time in almost a twelvemonth®), The development of
cupation and earnings in the last few months is to be seen

the following index of the ‘“Annalist”:

Degree of Occupation Wages Paid

April 97.9 1.7
May 08.9 1000
June 99.3 107.1
July . 100.9 106.5
August 100.4 107.4
September w5 107.0

The returns as to the volume of ouiput, the number of
ders received. and the degree of employment of the workers
arly show that in August there was a sharp setback in
siness and make it appear probable that the boom phase
business is approaching a rapid liquidation. If we add the
1ish on the stock-exchange to this decline in production, it
11 not appear improbable that the present relapse should
eedily turn into a regular crisis.

Money Market and Stock Exchange. -

The last few weeks have furnished additional proof that the
tempt of the Federal Reserve Boards to restrict stock-exchange
edits with a simultaneous extension of credit for commercial
irposes has failed. Since the raising of the New York bank rate.
e brokers’ loans have increased irom week to week, roughly
' about 100 million dollars weekly, and have now again
ached a record height, their total (for New York, other Ame-
can. and foreign firms together) having surpassed the eight
indred million bimit,

At the same time, however, there have been sharp drops
1 the New York stock exchange, first immediately after the
lok rate had been raised and subsequently in early October,
hen 110 values were at their lowest quotation during the vear.
uch drops on the stock exchange are known generally to be the
recursors of an economic crisis.

It is universally recognised that the rates of American
lares had been artificially appreciated®), The average yield of

) “Times” of August 5th, 1929,

™) “Annalist” of September 13th, p. 494.
. ™) The index of the Department of Labour shows a slicht
1se in August.

') The share index of the “Wall Street Journal” shows the
oliowing development:

Average Share Quotations in Percentage Proportion to the
Vominal Value: )

\9‘5‘2 19231024 1025 1026 1027 1028 1020 (7 months)
205 10 134 103 175 2% 305

h In this connection it has not been taken into consideration
Mat during this time many companies distributed shares gratis
Or far below the official rate amony their shareholders.

the leading shares (last year’s dividend calculated at the stock-
exchange rate) figures at hardly more than three per cent. Fyven
if the dividend prospects of next year are belter than in the
current year — in which, nevertheless, some very handsome
profits were attained — the extraordinarily high quotations
are by no means justified by this prospect of dividends, The
uninterrupted concentration of industrial enterprises and the
prospect of yet further monopolisation are also alleged to be
reasons for the higher quotation of shares. At the same time,
the very speculative character of these quotations cannot be
denied; no more can the danger of a crash thereby involved.

By the end of September there had been repeated indi-
vidual drops. but not yet any essential general recession of rhe
rates, Babson, the well known expert. gives an interesting ana-
lysis of the situation at the commencement of September. He
points out that in the course of a year (Seplember to September)
the ‘“forty leaders” (or leading values) rose from 190 to 270,
an increase of 42 per cent. This does not apply, however, to the
other securities. The number of diflerent shares in which there
were dealings on the New York stock exchange is 1200,

Babson furthermore points out that at the present rates
the yield of the industrial shares is 4.5 per cent., whereas tha
of many public utilities is only 2.5 per cent. He attaches urent
importance to the activity of the investment irusts in forcinyg
up the rates of the shares't),

These views of Babson’s are opposed by Professor Irving
Fisher. who maintains that there may be a relapse in the share
prices but that it will not take the form of a regular crash.
The present high quotations and relatively low yield he explains
firstly by a calculation on higher dividends in the near Juture
and, secondly, by the lessened risk of the capital investor in
view of the variety of the investmenis which the investment
trusts make possible. Fisher sings the praises of increasing
prosperity and the consistently growing possibility of profit
for companies and individuals.

Naturally Babson will prove to be in the right*). Since it
is an undeniable fact that the number of workers immediately
engaged in creating value and surplus value in agriculture,
industry, and mining in the United Stales is on the decline,
it is incomprehensible whence a lasting increase of the profits
of all enterprises such as Fisher predicts, is fo be derived.
True. surplus prolits are constantly accruing to the capital of the
United States from the capital investments abroad, but this
source is insignificant compared with the surplus value ap-
propriated within the country, which has a sinking tendency in
consequence of the rapid accumulation of capital with a de-
creasing number of workers. It cannot be doubted that after
the next crisis the prolits of the majority of enterprises not
united in monopolies will continue {o diminish,

Price Formation,

It is one of the most curious characteristics of the business
boom in the United States that it should have been accompanied
by no price appreciation whatever, The following is the

Wholesale Index of the Bureau of Labour
(on the Basis of 100 to Represent the Level of 1020),

5 . K]
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Eo0Z 0, 08 . % 2
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E g Z =2 <= 3 E =
5 = 3 *5 = 3 2 5
w b= = => =TI m 0 =
August 1028 | 107 121 90.3 100.4 84.6 ‘946 047 030
Janoary 1920 1959 1i3.6 904 1036 825 066 050 070
May 1020 <1022 1068 042 1052 811 968 942 0358
June 1629 1033 108.0 933 105.1 833 064 032 064
July 1029 1076 1002 @28 105 32 90.7 032 03
August 1020 107.1 1007 031 1043 800 067 037 077
September 1920 Tin.0 1108 031 1041 SI1.1 075 030 075

) “Financial and Commercial Chronicle™ of September 7ih,
1929,
~ %) What tremendous dimensions speculation has assumed.
is to be seen by the fact that in the month of August 96 million

shares changed hands on the New York stock exchange. as
against 67 millions in August 1028,
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We can observe that in regard to the imporiant groups of
commodities it is only the prices of metals and constructional

materials that have risen by something between 2 and 4 per cent.

in the course of one year; all other groups have remainted
unchanged or else declined and the total index is 1.3 per cent.
lower than a year ago. The growing productivity of labour is
making itself lelt in spite of the formation of monopolies. The
next crisis will obviously bring prices down sharply to something
like the pre-war level,

Foreign Trade,

In keeping with the present phase of the business boom,
compared with last year exports have fallen off in relation to the
imernal output though augmenting in an absolute sense. kmports
have risen: the export surplus has remainted unchanged. The
import surplus in the month of May was an isolated occurrence.
In the first eight months, foreign trade figured as follows:

Imports Exports Export Surplus
1928 2756 3136 380
1920 3017 3408 301
In the last few months, foreign trade showed the following
development
Million of Dollars
Imports Exports Import Export
Surplus Surplus
April . o 0 L o 0 4 25 - 14
May e alt 335 13 .-
Jupe . .0 o oL 333 303 — 40
Jalv o000 00 354 403 — 39
August . . . o 0 377 332 — b)
September . . . . 338 439 — 71

Capital Exportation.

Ayain and again the question arises as to the real form
in which Europe is paying its war debts to America, seeing that
the trade balance of the United States almost invariably shows
a considerable export surplus. The balances of payments do not
sive any whoily satislactory reply to this guestion. Part of the
debt is” counter-balanced by the expenditure of United States
tourists in Europe and part by the remittances of emigrants®).
The rest is accounted for by foreign capital emissions. But
this item, too, shows a falling tendency; in August not more
than 21 miliion dollars out of a total emission of 842 millions
was destined lor foreign countries,

Fmission in the First Eight Months")
(in Millions of Dollars)
1920 1028 1027 1026 1923

Total Emission of New Capital . 7109 4802 3057 4380 4065
There of for Foreign Countries®) 500 535 893 630 395
Percentage Proportion*®) . . . 7% 12% 18% 13% 15%

If we bear in mind that very much European money has
been invested im speculation on the New York stock exchange.
it will appear probable that this year there was no visible
capital exportation irom the United States to Europe.

in what way. then, does Europe pay its war debts and the
interest on its other indebtedness to the United States?

Obviously by the sale of shares and other securities in
Europe. To cite a few instances: United States capitalists have ac-
quired the majority of the British General Eleciric Company
wid all the ordmary shares of the Greater London and Coun-
ties Trust, which in its turn controls many electricity works.
Thev have bonght up the tremendous electricity works of
Shanghai and half the shares ol “the Tatan Hvdroelectric of
lndia. 30 million marks’ worth of share in the Allgemeine klek-
irizitdats Ciesellschaft have been purchased by the General Elec-
iric. In regard to automobiles. we have the purchase of the

) This item has a sinking tendency. since the number of
emivrants who do not finally settle in America decreases from
vear to veur.

1) “Financial Chro.icle” of September 14th, p. 1633, (These
ceturns differ considerably from those of the Journal of Com-
meree™)

) Computed by us on the basis of returns published by the
“Commercial Chronicle™,

- Opel Works and the erection of mew works of fori .
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ihe General Motors in many countries. In the mos: proc:.
lines of business, therefore, the capital of the Unind Sue
taking the lead into its own hands. In the place d
Europe is paying its debts to America by the alienae:
its great enterprises. )

L

The Fight for Higher Customs Dauties.

In matters of economic policy, interest still centres oc
fight for and against higher duties. In this connection te =
important events of late have been as follows:

At the beginning of July the leaders of the Dam:
Party passed a resolution against the raising of the -
which would represent “an exploitation of the masses .
big capitalists”. The President is to be deprived of the o
to increase the tariffs at his own discretion by 50 per o=
their opposition to an exhorbitant tariff increase, the Dem:
are seconded by the “Progressive” Republicans led by Bor:

To this the high protective-tariif majority of the Fimu:
Committee of the Senate. responded by adopting more &
“lree-trade” attitude. '

“There is, however”, writes the Washington correspe:
of the *Times” (of August 5th), “hardly any Democrat o -
gressiye but is personally interested in high tarifis for -
article or other, and if the reductions are maliciously m..
these very commodities there are bound to be prowes: -
demaunds of a restoration of the higher duties. It is oo '
cynics who rejoice at present.” !

It is impossible to describe all the manoeuvres pr:
in the various. Congress and Senate commissions by the . !
pullers of the great monopolies, for which every cent. m~
less on the duties means hundreds of thousands ye:'
seems, however, that the Bill will after all not becom: .
Early in September more senators of the Progressive wz
solved to oppose the measure, so that, together with t:
mocrats, there is a numeric majority against it. The lez:
this group. aliegedly formed for the express purpose of or>-
further tarifi increases, is Senator Borah, who attacks -
from the standpoint of the farmers.

The steel industry — he says — has succeeded in =
its profits by 80 per cent. in half a year. Nevertheless. -
for and is accorded yet further customs protection. The ::—
must alone raise the big profits of industry for agric i
machinery. The import of finished goods is no more than : |
ceat. ol the native production. There is therefore already - !
effects and purposes an embargo on the importation of ‘-
voods, which embargo it is now intended to enhanc
turther.

Senators Recd and Smoot, the open representatives of
big capitalisis, advocate the customs amendment, once -
citing ihe demand formulated by the trade unions of the L.
States that the high standard of living of American workz-
guaranteed by high duties on industrial products*®).

On October 2nd the Senate passed a resolution by 47 .
against 42, depriving the President of the authority to <
customs rates at his own discretion. This is Hoover: "]
defeat in the Senate, but it by no means implies that the i
customs tariffs will also be turned down.

!
]
Ki

* .

Little is heard of the Farmers' Relief Act and the Far~
Board. though they certainly exercise - some influence oz
formation of grain prices in an appreciative sense. At the <
time,- the avrarian crisis continues in a latent form whick
become acule again as soon as the great exporting cou?
once more have normal harvests,

*) In many cases, it is true, custormns exemption serve:
interests of the capitalist magnates, Thus the Treasury perm-+
Ford to import iree of duly the Fordson tractors coustrucie
Ireland. (“Frankfurter Zeitung” of June 12th, 1929.) This m
that Ford is enabled to sell at high prices in Americ2
tractors produced in Ireland at a minimum wage level
is a drastic example of the elimination of the American wc:
In the same way, the freedom of duty in favour of many1s
ore exclusively benefits the big sieel producers.




