


Scanned / Transcribed by
The Socialist Truth In Cyprus
Web: http//www.KibristaSosyalistGercek.net
http://www.kibristasosyalistgercek.net/intro.htm
E-mail: info@KibristaSosyalistGercek.net

Kibris'ta Aylik Siyasi Gazete

5GP SISTALISY GERGEK



A
%gm(

idine A
\ I bo claikocod
| | | , ‘ | ‘Na{ﬁ;{ﬁz 7 Mfﬁ Z»J /??//[//

5 S | W

97, 'f,”wa, /e
o / N %Z;ﬁ",{,ﬁ‘&’é, e /’:Qﬁi/:;.

; . \ &dq
Iu | Bl
!




POLITICAL ECONOMY
A Beginner’s Course ’



POLITICAL ECONOMY

A BEGINNER'S COURSE

BY

A. LEONTIEY

-

MARTIN LAWRENCE LIMITED - LONDON



All Rights Reserved

N L]

CONTENTS

) CHAPTER I-——WHAT IS POLITICAT, ECONOMY AND WHAT DOES
IT TEACH?

Page

Marxism-Leninism—the doctrine of the proletariat . . . . . . 11

Class differences under capitalism . . . . . . . .. . [ . 138

What are classes? . . . ; . 1t

. ' Productive forces and pr oductlon lelatmns B S 1

The scope of study of political economy . . . . . . .. . . 19

First Published b Political economy and the building of socialism . . . . . . . 21

P i S oased by, Two worlds, two. systems . . . 23

oroperative Publishing Soclety of Foreign Workers in the USSR, The road to socmhs};n lies through the dnlctatorshlp of the pr oletauat 27

Political economy-—a militant, class science . . . . . . . . 31

GHAPTER II—HOW DID SOCIETY DEVELOP TO CAPITALISM?

Our goal—a: classless, socialist sociely . S . . . . .. .. ‘33
Have there always been ‘classes? . . . 1+ . . . . . . . . 34
Primitive clan communism . . . . . . . . . . . . . . 34
The decay of primitive society . . . . . . . . . . . . . 38
. Pre-capitalist forms of exploitation. . . . . . . . . . . ' 40
. The rise and development of exchange . . . . . . . .. . . 45
' o . The origin of capitalist produetion. . . . . . . . . . B L 48
CHAPTER IIT-—-COMMODITY PRODUCTION
| What is a commodity? .. . . . . . . . . . . . . . . . 52
| Two properties of commodities . . . . . . . . .. ., . ... 53
Value is created by labour . . . . . . . . ... . . ... . 54
Abstract and concrete labour. . .. . . . . . . . . . 57
Socially necessary labour . . . . . . . . . . . .. . . . 60
Simple and skilled labour . . . . . . . . . . . . . . . 61
The market and competition , . . .. .. 61
| The development of exchange and the wfouns of value .. . . 863
| Commodity fetishism . . . ... 67
The role of money in the system of commodlty productﬂon . . . 69
’ The functions of money . . .70
Prigted in the Union of Soviet Socialist Republics . The law of value—the law of mollon .of capltahst commodlty pl 0-

ducuon..,...h............;.75

-

]




6 CONTENTS
CHAPTER IV—THE ESSENCE OF CAPITALIST EXPLOITATION

How the workers are exploited by capital. Labour power—a com- Page

modity . . . . . . . . . . . . L .. 78
Primitive accumulation . . . B ) |
The transformation of money 1nto capltal S .
Buying and selling of labour power and its value . . . . . . . 84
What is the source of the capitalist’s profits? . . . . . . . . 86
Surplus labour and surplus value . . . . . . . . . . . . 87
‘What is capital? . . . . T ¢
Constant and variable calpltal e . . . . . . . ... . . 93
Rate of surplus value . . . . Ce .~ oo . 95
Two methods of increasing sulplus value P 1
Excess surplus value . . . O 1+
The struggle around the wmkmg ‘day B ¢ T
Intensity of labour . . . C e .. 100
Capitalism and techniocal »developmult o e e oo 0L 100
Wage slavery . . S 11 5
Slavery in the colomes O € 1151

CHAPTER V—WAGES AND THE IMPOVERISHMENT OF THE
WORKING CLASS UNDER CAPITALISM

Value of labour power and its price . . . . . . .o ’ 107
Wages a mask of capitalist exploitation . .. .. . . | . . 1108
Wages and the struggle of the working class . . . . . . 110
Forms of wages . . . . . . . . . o 119
Timework . . . . . . -~ S 11;
Piecework . . . . . . . . S 115
Bonuses and profit-sharing . . . . . | | .. o 114
The “sweating system” . . . C 114
Scientific organization of 1ab0u1 I‘he aylor and Fmd usystems L. 114
Payment in kind or in money . . . . . ., . . . . 116
Nominal and real wages . . . . . . o o 116
Wages of skilled workers . . . S 11';
The level of wages in the various capltallst countues. L 118
Growth of capitalist exploitation . . . .o o 119
Unemployment and the reserve army of laboul o o 121
Supplanting of workers by machinery . . . . | | S 122
The general law of capitalist accumulation . . . . - ) . 123
Impoverishment of the working class . . . . 1;5«

Impoverishment of the proletariat and unemployment unde1 cendl-
tlons of erists . . . |, . . . 126

CONTENTS . 7

CHAPTER VI—DIVISION OF SURPLUS VALUE AMONG -

- THE CAPITALISTS . ' Page

Tqualization of the rate of profit ... . . .© . . . . . . . 134
“Tendency towards lower rates of profit . . . . . . . . . . 138
Commercial capital and its income . . . . . . . . . . . 140
Forms of commerce, speculation . . . . . . . . . . . . 141
Loan-capital and credit . : . 142
T 144

Rate of interest
CHAPTER VII—CAPITALISM IN AGRICULTURE

‘Antithesis between city and village . . . . . . . . . . . 146

‘Ground rent .o 147
Source of ground rent . C e e 150
Purchase afid sale of fand . . . . S 1)
“Ground rent and the backwardness of ag wlcuhule oo .. 162
‘Large and small scale production in agriculture . . . 153
Distribution of land and bhe condmons of falmelb in capltahsl
countries . o 157
Differentiation of the peasantly nndel capltahsm ... 159
Impoverishment of the peasantry in capitalist countries . . . . 160
The peasantry an ally of the proletariat in the revolution. . . . 161

CHAPTER VIII—REPRODUCTION AND CRISES UNDER CAPITALISM

Means of production and means of consumption-.. . .. .. . . . 163
Wihat is reproduction? . . . S 17
Simple and extended repr oductlon T 113
Reproduction under capitalism . . . . . . . . . . . . . 165
Capitalist accumulation . . . .. .« . . . 166
Concentration and centrahzatlon »of C‘nputahsm ... . . . . 168
Historical tendency of capitalist accumulation . . . . . . . ..170
Reproduction . and sale of commodities . . . 172
Conditions of realization under simple and extcnded 1ep10duct10n 174
Contradictions of capitalist reproduction. . . . . . . . . . 177
Capitalist crises of overproduction. . . . . . . . . . . . 180
Why are crises inevitable under capitalism? . . . . . . . . . 181
Periodicity of crises . .. 185
The significance of crises . . . . . . . . . . . . .. . . 187

CHAPTER IX—IMPERIALISM-—THE EVE OF THE SOCIALIST
REVOLUTION OF THE PROLETARIAT

From industrial capitalism’ to imperialism . . . . . . . . . 191
The teaching of Lenin on imperialism . . . . . . . . . . 191
193

Five features of imperialism .



i et
L

8 , CONTENTS ‘
. ‘ Page

The domination of monopoly . . . .- ... 195
Cartels, syndicates, trusts ., . . S £ V4
Vertical combinations . . St e e e L 198
Corporations . , ., . e e o198
Monopoly and competition . . . - e L 199
Imperialism as monopoly capitalism ., . , | - e o200
Monopoly associations in the most important capitalist countries . 202
Finance capital . . . . | T e oL L 204
Export of capital . T e ey
Division of the world among unions of capitalists . . . . . . 209
Igeizur-e of the colonies and the division. of. the world . . . | | g}é POLITICAL ECONOMY

umping N T i ]
The law of uneven development under imperialism . . . . . . 914 ' _ A Beginner’s Course
The law of uneven development and the proletarian revolutien . . 217 ®
The theory of ultra-imperialism . . . e 3 ] -
The theory of organized capitalism . . . e . o . ooa 4 ' T
The parasitism and decay of capitalism . . . . e oL 227 3] ‘
Imperialism-—the epoch of the docm of capitalism .. . . ., | . 931

GHAPTER X—THE WAR AND ‘THE GENERAL CRISIS At
) OF ‘CAPITALISM :

Imperialism and the collapse of. capitalism . . - L. L9285 i‘ ‘
The imperialist Wiorld War . LTt 287
Consequences of the World War and the general crisis of capitalism 240

Three periods of the general crisis of capitalism . . < .. 244
Fascism and Social-Democracy . . . . P e .. 250 I
A
CHAPTER XI—THE CON'I‘EMPO!RAzRY,WORLD CRISIS ;
¢ ' OF .CAPITALISM :
& ‘The economic crisis amidst the général crisis of capitalism . . ., 254
' A crisis of overproduction . . . s e e o .. . . 95 . ﬂ
The most profound and protracted of all crises . . . . . . 258
The «decline in production . T i Y B i
The decline in the mational income and reduction in the national ‘
"wealth.....................263? |
Unemployment and the conditions of the working class . . . . 265 |
Interweaving of the industrial and agricultural crises . . . . | 269 /
The crisis and monopolies . . ., . . e oo 278 ' ‘
The decline in foreign trade . . S e el ... 27E
The credit crisis, inflation and the struggle for markets . . . . . o7g
"The present depression and its peculiarities . , . . . .. .. 281 -

The eve of a new round of revolutions and wars . . Coe e .. 283 4




CHAPTER I
What Is Political Economy and What Does It Teach?

In its struggle the proletariat is guided by the teachings of Marx,
Engels, Lenin and Stalin. These great teachers and lgade1's of the
) . . proletariat have forged a powerful weapon.
Marxism-Leninistt— 1. 1have created and developed the revolu-.
the doctorme of the tionary theory of the proletariat. The Marx-
proletariat ist-Leninist teaching is a guide for the work-
ing class in its struggle under capitalism. Marxism-Leninism is a
powerful weapon in the hands of the class conscious workers of all
countries who enter the struggle against capital, and after the. tri-
umph of the proletarian revolution it shows the working class the
way to conduct successfully the further struggle against all enemies
of socialism, it enables them to carry out,a correct policy ensuring
the building of a complete socialist society. ; '
In his explanation of the first draft program of the Bolshevik
Party, Lenin wrote more than thirty. years ago that Marxian theory

“ . . for the first time transformed socialism from a utopia inte
a ‘science, established a firm basis for this scierice and indicated
the road along which to proceed in developing and elaborating
this science further in all its details. It uncovered the essence of
modern capitalist economy, explaining how the hiring of l#bour,
the purchase of labour power, masks the enslavement of millions
of propertyless people by a small group of capitalists, the owners
of the land, factories, mines, ete. It showed how ithe entire devel-
opment of modern capitalism tends towards the crushing of small
enterprises by large ones, creating conditions which make pos-
sible and necessary the establishment of a socialist order of
society. It taught one to distinguish—under the veil of established
customs, political intrigue, tricky laws and tangled teachings—
the class struggle, the struggle of propertied classes of all sorts
with the propertyless masses, with the proletariat, which leads
all the propertyless masses. It made the real task of the revolu-
tionary, socialist party clear: not the concoction of plans for the
11
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reorgamization of society, not sermons to the capitalists and‘ their
henchmer} al.)out improving the conditions of the workers, not
the organization of conspiracies, but the organization of the ’class-
‘s)tz'uggl.e of the ‘proletariat and the leadership of this struggle, the
fmal.alm of which is—the capture of political power by the ,pz'o-
letariat and the organization of socialist society.” * .

Marms.m was the first to give a scientific approach to the stud
of thfa history of manlkind. Bourgeois 'sci-en‘tisté are powerless tZ
e{;plam the lE.l'WS of development of society. They represent the
}nstory of society as a continuous chain of pure accidents in which

follows definite internal laws. However, unlike the laws of nature
the 'layvs of development of human society are realized, not indepen:
dently.lof the will and acts of man, but, on the cont;ary through
the .act.lo;l of the broad human masses, Marxism dis‘covere:i that rthé
capltahsF system, by’ virtue of the contradictions inherent in it, is
unswervingly advancing towards its own destruction Marxi,sm
[:egches,_however, that the destruction of capitalism wiil not come
of 1.tself, ‘b}lt only as the result of a bitter class struggle of the prole-
t:arlat ag,?unst the bourgeoisie, The social-democratic theorypthat
smce'-somety presumably develops according to definite laws ’[he’
working class can sit down ‘wiih folded hands and wait for t’hese
I.‘:}WS t.() bring about socialism in place of capitalism is a crass
dlStF)I‘thIl of Marxism. The laws of social development do not.
realize themselves automatically. They forge their way through ih
class struggle taking place in society., ’ )
The proletariat, armed with the Marxist-Leninist teaching, carries
on .the struggle for socialism with. certainty, It knows theb’laws fl
ts}c;g;al ldkevvelop;n'eil.’c; with its struggle, its worlk, its activity, it follovgs
€ laws, which lead to the inevi ructi capitali
and the tiomnt of 22(;}2112:2. Inevitable destruction of capitalism
Ma.r?ﬂsm-'Lenini'sm teaches one to lay bare the class struggle of
the disinherited against their oppressors. Marxism-Leninism ’cbeachev

S

Lenin, Collected Works, Vol. II, “Our Program,” p. 497, ‘Russian ed
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Let us take any capitalist country. Whether-it is an advanced or
a backward country, the first thing that strikes one is class’ diffgl"-
ences. In splendid mansions on streets lined

Class differences .. lawns and trees—a few rich people live.

under _ capitalism In dirty, smoky houses, squalid tenements or
rickety shacks on joyless streets—Ilive the workers} the creiitprs of,
the tremendous incomes of the rich. B ‘

Under capitalism society is divided into {wo great enemy cqmp&,'
into fwo opposed classes—the bourgeoisie and the proletariat. The
bourgeoisie has all the wealth and all the power in its hands; it has
all the plants, factories, mines, the land, the banks, the railroads;
the bourgeoisie is the ruling class. The proletariat has all the oppres-
sion and poverty. The contrast between the bourgeoisie and the
proletariat—that is the most important distinction in a11y'capitali$t
country. The struggle between the working class and the bour-
geoisie—that is what takes precedence over everything else. The
gulf between these two classes grows ever deeper, ever wider. With
the growth of class contradictions the indignation of the masses of
the working class grows, their will to striuiggle grows, as do their
revolutionary consciousness; their faith in their own sirength and
in their final victory over capitalism.

The crisis brought untold suffering to the proletariat. Mass un-
employment, lower wages, thousands of suicides of people brought
to desperation, death from starvation, increased mortality of chil-
dren—these are the joys of capitalism for the workers. At the same
time. the bourgeoisie gets its tremendous incomes as usual.

Thus, for instance, according to German newspapers, 43 directors
of the dye trust get 145,000 marks a year each; 4 directors of the
Schubert and Salizer Firm—145,000 each; 2 directors of the Ilse
Corporation—130,000 each; 7 directors of the Mannesmann Corpor-
ation—135,000 each; 22 directors of the Alliance Insurance Co.—
80,000 each. ’ .

Millions of people go hungry so that a handful of parasites may
live in luxury and idleness. This is the picture which capitalism
presents, this is the picture of the class contradictions, sharpened to
the extreme by the unprecedented crisis. ‘

The interests of the bourgeoisie and the proletariat are opposed to
each other. The bourgeoisie tries to hold on to its rule by all the
devices of violence and deceit. The proletariat tries, in proportion
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to the growth of its class consciousness, to do away with capitalist
slavery and to substitute the socialist order for it. ,
The bourgeoisie and the proletariat are the basic classes in capi-

talist countries. Their inter-relations, their struggle—these are. what

determine the fate of capitalist society. However, in capitalist coun-
tries, together with the bourgeoisie and the proletariat, there are
other, intermediate, strata. In many countries these mtelmedlate-
strata are fairly numerous.

The intermediate strata. consist of the small and middle peasants
{farmers), artisans, and handicraftsmen. These strata we call the
petty bourgeoisie. What makes them kin to the bourgeoisie is that
they own land, instruments and tools. But at the same time they
are toilers, and this makes them kin to the proletariat. Capitalism:
inevitably leads to the pauperization of the intermediate strata. They
are being squeezed out under capitalism. Insignificant numbers
break through into the ranks of the exploiters, great masses are
impoverished and sink down into the ranks of the proletariat.
Hence, in its struggle against capitalism, the proletariat finds allies.
in the broad masses of the toiling peasants.

‘The bourgeoisie and the proletariat—these are the two main
classes in every capitalist country. The bourgeoisie rules. But the
Wh bourgeoisie cannot exist without the working

at are .1 ip o1

classes? class. The capitalist cannot prosper if hun-

dreds and thousands of workers will mot
bend their backs and be drenched in sweat at his plants and facto-
ries. The blood and sweat of the workers are converted into
jingling coin to fill the pockets of the rich. The growth and
strengthening of bourgeois rule inevitably call forth the growth
of the working class, an increase in its numbers and in its solidar-
ity. Thus the bourgeoisie prepares its own grave-digger. As the
capitalist systend develops, the forces of the new, socialist society
ripen at its core. Classes, their struggle, the contradictions of class
interests—this is what constitutes the life of capitalist society.

But what are classes? Lenin answered this question as follows:

“What is meant by classes in general? It is What permits one
part of society to appropriate the labour of another. If one part
of society appropriates all the land, we have the classes of land-
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lords and peasants. If one part of society owns the plants and
tactories, shares and capital, while the other part works for them,
we have the classes of capitalists and proletarians.” *

What is the secret, however, which renders it possible for one
part of society to appropriate the labour of another part of that
society? And what are the reasons for the appearance of whole
groups of people that “sow not, but reap”?

In order to understand this it is necessary to look into how pro-
duction is organized in society. Every worker, every toiling farmer

" knows very well what production, means. People must have food,

clothing and shelter in order to exist. Every toiler knows very well
what work it takes to build houses, cultivate land, produce bread,
do the work in plants and factories to produce the things man.
needs—because every worker, every toiling farmer, himself takes
part in this work, :

By means of labour, people change objects iound in nature, adapt
them for their use and for the satisfaction of their wants. In the
bowels of the earth people find coal, iron ore, oil. By their labour
they extract these useful objects and bring them to the surface of
the earth. Here the iron ore is smelted and, made into iron. The iron
is in turn converted into the most diverse things—from a locomo-
tive to a pocket knife or needle.

Everyone knows that people do not work smgly but fogether.
What could one man, by himself, do with a coal mine, an iron
mine, a plant or a factory? And first of all, could there be such
undertakings altogether without the united effort of thousands and
tens of thousands of people? However, it is not only on large under-
takings that individual effort is unthinkable. Even the individual
peasant working a small plot of land with the help of his old mare
could not do so if other people would not furnish him with a whole
number of necessary things. The handicraftsman and artisan who
works by himself could not get very far either without the instru-
ments and materials ‘which are the product of the labour of others.

We thus see that production proceeds in society. Production is
social, but it is organized in various ways.

In order to produce, Iand factory buildings, machinery and raw

* Ibid.,, Vol. XXV, “Speech at the Third Congress of the Russmn Young Com-
munist fLeague,” p. 391, Russuan ed. )
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material are needed. All these are called the means of production.
But the means of production are dead without human labour, with-
out live labour power. Only when labour power is applied to the

means of production does the process of production begin. The.

place and significance in human society of different classes are de-

termined by the relation of each of these ¢lasses to the means of.

production. For instance, under the feudal system the principal
means of production—the land—is owned by the Iandlord. By
means of his ownership of the land, the landlord exploits the peas-
ants. Under the capitalist system all enterprises, all the means- of
production, are iny the hands of the bourgeoisie. The working class
has mo means of production. This is the basis for the exploitation
of the proletariat by the bourgeoisie. :

Capitalism was not the creator of classes and class differences.
Classes existed before capitalism, under the feudal system-and-even

earlier. But capitalism substituted new classes for the old. Capital- -

ism created new methods of class oppression and class struggle.

“Classes are large groups of persons, differing according to
their places in the historically established system of social
production, according to ‘their relations (mosily fixed and
formulated in laws) to the means of production, according to
their roles in the social organization of labour and consequently
according to their methods of obtaining and the size of the share
of social wealth over which they dispose. Classes are groups of
persons, of which one group is able to appropriate the labour
of another, owing to a difference in ‘their respective positions
in a definite order of social economy.” * ' '

Marxism was the first to disclose the laws of development of

human society. Marx shawed thab economics lies at the basis of
social development and that the mainspring
of social development is the class struggle.
The struggle of the oppressed classes against
their oppressors—this i§ the fundamental
motive force of history. ,
We have already seen that classes differ according to the place
they occupy in a given system of social production. We have also
seen that the place occupied by any class is determined by the rela-

Productive forces
and production
relations

* Ibid, Vol. XXIV, “The Great Initiative,” p. 337, Russian ed.
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tion of this class to the means of production. In the process of
production definite relations are established between people.

We already know that social production is variously organized.
In capitalist countries there is one social system, in the Soviet Union
there is a totally different one. In capitalist countries the proletariat
is compelled to work for the capitalist, is subjected to submission
and arbitrary rule. There the plants, the factories, the railroads, the
land, the banks—all belong to the bourgeoisie. The bourgeoisie has
all the means of production in its hands. This makes it possible for
the bourgeoisie to drain the life sap out of the workers, to oppress
and enslave the working class. The relations. between the bour-
geoisie and the proletariat, between the capitalist oppressors and
the exploited workers, put a decisive stamp on the entire order of
any capitalist country. In the Soviet Union, on the contrary, the
proletariat occupies the ruling position in the plants, the factories
and in the entire state. . o : :

In the course of production, definite relations are established
between people, between entire classes. These relations we call pro-
duction relations. The relations between workers and capitalists can
serve as an example of production relations. Every social system,
every system of social production, is characterized by the produc-
tion relations dominant in it. In the Soviet Union production rela-
tions are entirely different from those in capitalist countries.

What determines production relations in society, on what do
they depend? Marx showed that production relations depend upon
the stage of development of the material productive forces of so-
ciety. At different stages of its development a society commands
different levels of productive forces. At present, production takes
place principally at large plants and factories, by means of complex
machinery. Even in agriculture, where for ages the ancient wooden
plough held sway, complex machinery is being used to an ever
greater extent. In the past, however, human labour was totally
different. Modern complex machinery was not even dreamt of then.
In very ancienttimes a stone and a‘stick were the only instruments
known to man. Many thousands of years have elapsed since then.
‘Gradually man discovered newer and newer methods of work,
learned to make mew instruments. Instruments and machinery are
the servants and helpers of man. With their aid human Iabour pow-
er produces enormous quantities of things which were undreamt of

2 Leontiev ¢
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before. Of course, with the change of the means of production, with
the introduction of new machinery, the very labour of man
changes. During the last century to century and a half, technical
progress has been particularly rapid.
: About a hundred and fifty years ago people did not yet know
anything about the steam engine; electricity came into use only-
about fifty years ago. Railroads have been developed only during
the last hundred years. Automobiles became common only during
the last few decades, tractors—-even more recently. People still re-
member very well the first appearance of aeroplanes—it was only
* a short time before the war. The radio was developed only since
the war, ‘ ~

However, it is not only man’s tools—his inanimate assistants—
that grow and develop. At the same time the living productive
forces of society develop. The greatest productive force consists
of the toiling classes themselves, man himself. The ability, the
skill and the knowledge of man increase with the development
of machines and the growth of technique. 'There could be no
aviators while there were no aeroplanes, there could be no chauf-
feurs before the appearance of automobiles. Man learns not only
to work with, the assistance of complicated machines, first of all
he also learns to create them, to construct them. '

Together with the development of the productive forces, produc-
tion' relations -change. Marx says that social production relations
change simultaneously with the change and development of the
material means of production, with the change in productive forces.

Further, the transition from one form of class dominance to
another is inseparably linked up with the development of the pro-
ductive forces of society. Thus, for example, the development of
capitalism is linked up with the spread of large-scale production
and with the appearance of machines.

We have already seen, for instance, that in primitive times the
state of development of productive forces was very low. ‘Working
tools were not yet developed. Man could only inadequately struggle
with nature. Primitive tribes could only just manage to feed them-
selves on the products of the hunt. There were no reserves whatever.
Therefore there could not be a system' of classes, where one lives
at the expense of the other. The division of society into classes
‘appears at a higher stage of development of the productive forces:

~ economy
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Up to a certain point production relations stimulate the develop-
ment of material productive forces. Thus, for instance, capitalism
radically changed the old methods of labour, evoked and developed
large-scale machine production. But at a certain point in their
development, the productive forces begin to contradict the produc-
tion relations within which they developed.

“From forms of development of productive forces these rela-
tions turn into their fetters. Then comes the period of social
revolution,” # -

At the present time we are living in such a period of social révo-
Iution. The production relations of capitalist society have turned
into chains hampering the further development of productive
forces. Overthrowing the power, of capital, the proletariat breaks
these chains. The proletarian revolution frees the productive forces

- from the chains of capitalism and opens up an unlimited scope for

their development. -

The capitalist system, resting as it does on the brutal exploita-
tion of ‘the toiling masses, will not get ¢ff the stage of its own
accord. Only the heroic revolutionary strug-
gle of the working class, relying upon its al-
liance with the basic mass of peasants and
toilers in the colonies, will bring about the
overthrow of capitalism and triumph of socialism the world over.

How is capitalism organized, how is the apparatus organized by
means of which ia handful of capitalists enslave the working
masses? It is important to know this in order to take a conscious
and active part in the great struggle which is now going on all over
the world between capitalism and socialism.

The development of capitalism leads to the victory of the prole-
larian revolution, the triumph of the new, socialist system. This was
established by Marx many years ago. Marx came to this conclu-
sion through a thorough study of the capitalist system of produc-
tion, through discovering the laws of -its development and
decline. ' ‘ -

The scope of
study of political

* Marx, Critique of Political Economy, Preface, p. 12, Charles H. Kerr & Co.,
Chicago, 1908. . : ) )

2 K
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From this it is clear what tremendous significance there is in
political economy, which, in the words of Lenin, is “the science of
the developing historical systems of social production.” This sci-
ence occupies a very important place in all the teachings of Marx
and Lenin.

In his introduction to Capital, Marx says:

(13

- it is the ultimate aim of this work to lay bare the eco-
nomic law of motion of modern society,” i.e., capitalist society.

Marx set himself the task of discovering the law of development
of capitalist society in order to guide the proletariat in its struggle
for freedom.

“The study of the production relationships in a given, histori-
cally determined society, in thew genesis, their development, and
their decay—such is the content of Marx’s economic teaching,”*
says Lenin,

The servants of the bourgeoisie try to “prove” that the capitalist
system, capitalist relations, are eternal and immutable. Their pur-
pose is perfectly evident. They would like to convince the workers
that there can be no question of the overthrow of capitalism. The
fall of capitalism, they say, is the fall of humanity. Humanity,
according to them, can only exist on the basis of the capitalist sys-
tem. Hence they 'try to represent all the basic laws of capitalism,
all the most important social relations of the capitalist system as
eternal laws, as immutable relations. Thus it has been—thus it
will be, say the hirelings of the bourgeoisie.

The political economy of Marx and Lenin does not leave a single
stone of this dream cdifice of the reaclionaries standing. The
Marxist-Leninist theory shows how capitalist relations arise from
the ruins of the previous system, how they develop, and how the
development of the ever sharpening internal contradictions of cap-
italism inevitably lead to its destruction, lead to the victory of the
soci.a.list revolution of the proletariat—the grave-digger of the bour-
geoisie, :

The history of mankind tells us that man lived on this earth for
- thousands of years knowing nothing of capitalism. This means that

* Lenin, Marz-Engels-Marxism, “Karl Marx,” p. 15, Moscow, 1934.
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the laws which political economy discloses in capitalist production
are neither eternal nor immutable. On the contrary, these laws .
only appear together with capitalism and disappear with the de-
struction of the capitalist system which gave rise to them.

It means, in addition, that political economy cannot confine
itself to the study of only the capitalist order of society, but must
also study the previous epochs in the development of society.

Marxist-Leninist political economy penetrates deeply into all the
innermost recesses of the capitalist system of coercion and exploita-
tion. It uncovers the true nature of class relations which the learned
hirelings of ‘the bourgeoisie ‘try to befog.

Marxism-Leninism studies the production relations of people in
capitalist society in their development, in motion. The productive:
forces of human society develop, as we have already shown, within:
the framework of definite production relations. The development
of capitalist society, however, reaches the point where the produc-
tive forces outgrow the limits imposed upon them by the production
relations within the framework of which they grew and developed
for:a' time. The contradictions between the productive forces of
capitalist society and its production relations then grow sharper
and deeper. These contradictions find their expression in the class.
struggle between the bourgeoisie, which defends the system of ex-:
ploitation, and the proletariat, which fights for the abolition of:
all exploitation of man by man. L
_ Marxist-Leninist political economy centres its attention on the
developing contradictions of capitalism, which lead to its destruc-
tion and to the triumph of the socialist revolution of the proletariat.
The ‘social revolution is conditioned by the contradictions between
the productive forces and the production relations under capital-
ism, ‘which find theéir expression in the class struggle. These contra-
dictions inevitably grow keener as capitalist society develops. .

Socialism comes to replace capitalism. Under socialism, produc-
tion relations in society are entirely different in structure from
those under capitalism. Must political econ--
omy study these new relations? Of course it
must. Lenin has shown that political econ-
, : omy is “the science dealing with the develop-
ing historical systems of social production.”

Political economy
and the building
of socialism =



. .
22 POLITICAL ECONOMY-—A BEGINNER’S COURSE

Eng‘els_w

g ho was Marx’s closest 3 :
companion-in-

~ed out that: : panion-i-armox

“Politi

olitica i i

T Lo 1 economy, in the widest sense, is the science of the

o rning the production and exchange of the material
ans of subsistence in human society.” # '

iSISOES:qI;enﬂz’ political economy must study not only éapital
, but also the epochs which preceded i ) ety
which is coming to replace it P ed it and the order of sociely
e Sf)esrzhls' 11][r)1elz\1rn”that for all systems of social production ‘the same
pmdu};ﬁ :Iiuh. | .ol at all. On '.the contrary, every system of social.
e eantual ta.s 1§s O;?Vll peculiar laws. The laws which prevail in
; lalist order lose :their forc ir signi
the capits eir force and their -significance -under
At . y ‘v 3 . . . ‘ - v
o th(}:l gels(;?;, :\Ifllzer;isocllallsmtl.s being triumphantly built on a sixth
g , greal practical importance. of also in
. . 'St
icofmmlc strlfcture of socialism and the transition peri duit'i y o the‘
italism to socialism is clear peviol trom e
To us theory i : ] »
o g t’;lzcc)g)ls .(1}(1>t a dogma (i.e., a dead, religious doetrine), but
e 1. Theory is of great significance to the revolu’;ion—
s bcig el. he greatest liberation movement in the world of an
pressed class, {he most revolutionary class in history, is impos-

1 t ¥ y O Y Le n Sse numerous
S]ble Wltl ou eVOlutl()“aI tlle T
‘ > 111 haS Stl e d )

‘CY )
ou kn ’ : it 1 '
irncdent Wox‘;;r that a theory, when it is a genuine theory, gives
| practieal orkers the power of orien'tation, clarity of persp,ectivé
o, 1((;11 work, confidence in the victory of our cause Ali
is, and must be, of enor i ' } '
this and , ormous importance for th
our’ socialist construction,” ** says Comrade Stalin ® eamse of
C -

nof(:)l;tll}(rza(l)fe(;%go;lyv 11)1951’ gi\fe a clear and precise understanding

capitalim. bt alawsfgovermng the development and decline of

cap »ari:ses,from ﬂio 0 .the laws gov‘erning the new socialist order

phat arises 1 e ruins .of capitalism. Marxist-Leninist political

y throws a brl_ght light on the picture of the decaying cap-

* Engels, : 1 ‘ oo
1934,

*- Stalin, Leninism, V
™ Stalin, , Vol. II, ¢ i
Union,” p. 181, Moscow, 1933. Questions

PI i oy e y N
err Eiagen Diihring’s Revolution in Science, p. 167, Moscow,
B , o

of Agrarian Policy in the .Soviét

has point- -

WHAT 18 POLITICAL ECONOMY? . 23

italist world and also on'the picture of the socialist world under

construction in the U.S.S.R. .
It is clear that attempts artificially to confine political economy

within the narrow walls of studying only the capitalist system play
into the hands of the enemies of socialist construction. Such at-
temp's prevent the theoretical comprehension of the vast experience
of the Soviet Union in economic construction, .experience of the
utmost importance for the working class of the entire world. Such
attempts lead to theory lagging behind practice, to the separation
of theory from practice, which plays into the hands of our enemies.
Such a conception of political economy, as a science dealing only
with the capitalist system, is held by many economists, on the ini-
tiative of one of the theoreticians of social-democracy, Hilferding, -
who attempts an idealist revision of Marxism. Lenin came ouf
sharply against such a conception. o

Two worlds—the world of capitalism and the world of socialism
—_this is what at present constitutes the centre of attention in

pol-ifcical ‘economy.

- Unprecedented destruction and disintegr‘ation are taking place in
capitalist countries. Beginning with the autumn of 1929 a crisis of
‘ ' unwonted depth and power has been devas-
tating these countries. This crisis has exceéed-
ed any crisis previously known to the cap-
italist world in its severity, in its protracted nature and in the dis-
tress it has caused to the toiling masses. '
The crisis brought tremendous cuin both to industry and to.agri-
culture. Because of the lack of markets, production has been cur-
tailed to an ever increasing extent, shutting down plants and
factlories and throwing millions of workers out of employment. In
the villages the areas under cultivation were reduced, and millions
of farmers ruined. Great quantities of goods were simply destrioyed:,
in Brazil coffee was dumped into the ocean, in the United States
whesat was used to fire locomotives, milk was spilled into rivers,
fish thrown back into the sea, cattle destroyed, harvests ruined—
all in order thus to reduce the quantity of foodstuffs thrown on
the market. At the present time when the lowest depths of the
«crisis have already been passed, capitalism has succeeded in some-

Two worlds, two
systems



24 POLITICAL ECONOMY—A BEGINNER'S COURSE

;Zﬁ;tf‘ ;ea;[s'ill-g t?elposition of industry. by means. of the utmost in“
thstlication-of the exploitation of th i sed i
o ‘ ‘ e workers, by mereased rob-
theé K?Szf ;}Ille farmers, by stil] further pillaging the colonies. Never-
Capital\,ist ecn(;til ctan be no talk of any serious economic recovery in
niries, since capitalism is living 1
P ' ' ) \pitz 8 through the peri
311; l:ieded]'n'e, 1}t)s disintegration. The bourgeoisie seegks a Wzli);r(l)(l);l]:
© CIlSIs Dy increasing the exploifaf: -
e ) ploitation of the ma, [
o ‘ : asses of
V‘e(zlltlicglll s, (}:y' paving the way for a new imperialist war and inter-
hon ab;ul'lst the U.S.S.R. The bourgeoisie is passing to fascisi
ﬂ, ‘s o 1.u1e to.an ever drealer extent, in an attempt to 1
,1Ie) W(.nkers In subjection by means of bloody terror P
- 1{1;%1% %elyeal‘s of this most profound crisis of worl‘.d‘ capitalism
; - Nas successfully fulfilled its Fj i of
socialist construction in four resont s cor Pla of
socia : Years. At the present time, the U S.8
l;i ic;l‘l;np%l%nﬂy carrymg: out the even greater task o,f the S.e(;o.liz
e %ag Ql};ml-’che.buﬂdmg of classless socialist society.
i 1 eal‘.s Uf . 'has .l?ud thef ;foundation of socialist economy during
dusuj‘/ s of the First Five-Year Plan, Socialist large-scale ing-}
dus .iz——Dle fund.amental base of socialism-—-has grown en
bef;lrs y. 'ozens. of new.lndustries have been created that had Ile\?flil.‘.’
. be’1 fl):ll)s(’fed 1nf ljjlussxa. In particular, heavy industry which is
‘ ne o1 the entire nations - f
ciniden fopone ! e national economy, has made great
ﬂslgurmg the. period of ‘the First Five-Year Plan, the U.S S R. has
;n i (E)IC.C(;anhSI'led. the tremendous task of l'éorganizing z;glri;:ui’rur(-sr
kho.ze(;a ;ls]t‘rjl 1?unmp(lies.I The new system of collective farms (1‘{01
, opened the door to a well-to-d i -
. K ' : : +-10-do and cultured 1 .
D:SS?:HIO?S of Peasants, has ‘trlumphed in the village Theli;fai;(in‘-
ghulncsl 9 the beasantry, the collective farmers, lblave ch;)m;
\Cr;pit‘rﬂ"l supﬁorters of the Soviet bower, and the last buIW";lk of’
: 1sm—the kulak (the p itine o eon
paptal . (the rich, exploiting farmer)—has been
Th 'king y )
iy thpe 1:;311((111]8 class has grown enormously, The living conditions
e ad masses of workers have improved. The Soviet Union’

educati i
of ;?éll?asbbeen mtroduced and the illiteracy of tens of millions
b guyyinis fen d.one away with. Millions of children and adulis
are ; o ab various schools. Tremendoy |
ity various . ous suceess ha ;
chieved in the inculeation of socialist Iabour discipline Thz elileeel?

WHAT IS POLITICAL ECONOMY? 25

gy and activity, the enthusiasm of the millions of builders of
socialism, have grown tremendously.

“As a result of the First Five-Year Plan, the possibility of-
building socialism in one country was for the first time in the
history of mankind demonstrated before hundreds of millions
of toilers of the whole world.” In the Soviet Union “the worker
and collective farmer have become fully confident of the mor-
row, and the constantly rising level of the material and cultural
living standards depend solely upon the quality and quantity of
the labour expended by them. Gone is the menace of unemploy-
ment, poverty and starvation for the toiler of the U.S.S.R. Con-
fidently and joyfully each worker and collective farmer looks
into his future, and presents constantly rising demands for

LR 3

knowledge and culture.

At the same time, in the lands of capital the masses of toilers.
suffer untold and unprecedented privations. The army of unem-
ployed grew with each year of the crisis until it reached the stu-
pendous figure of fifty million. This means that the present crisis
doomed to all the tortures of unemployment and hunger a'number
of workers who, together with their families, exceed the popula-
tion of the biggest capitalist country—the United States of America.
Now that the lowest point of the crisis has been passed not only is.
there no improvement in the conditions of the masses of workers,
but, on the contrary, ‘their conditions are continually growing
worse. The slight increase in production in capitalist industry is
taking place primarily at the expense of the inereased exploitation
of the employed workers and the greater intensity of their labour.

“Amidst the surging waves of economic shocks and military-
politieal catastrophes the U.5.S.R. stands out alone, like a rock,
continuing its work of socialist construction and its fight to pre-
serve peace. While in capitalist countries the economic crisis is
still raging, in the U.S.S.R. progress is continuing both in the
sphere of industry and in the sphere of agriculture. While in
capitalist countries feverish preparations are in progress for a
new war, for a new redistribution of the world and spheres of
influence, the U.S.S.R. is continuing its systematic and stubborn.

. * Resolutions and Decisions of the Seventeenth Congress of the C.P.S.U.,
p. 9, Moscow, 1934, :
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siruggle against the menace of war and for peace; and it cannot
be said that the efforts of the U.S.S.R. in this sphere have been
quite unsuccessful.” #

After the end of ‘the civil war in Russia, after the transition to
.economic construction, Lenin said: “Now we exert our main influ-
ence upon the international revolution by our economic policy.”
Hence the tremendous international significance of the victory of
socialism in the U.S.8.R. is evident. The workers of capitalist coun-
tries, groaning under the pressure of the crisis, under the yoke of
fascism, look upon the U.S.S.R. as the fatherland of the world
proletariat. The success of the U.S.S.R. encourages the workers of

capitalist countries to struggle. The world-historical triumphs of
ssocialism in the U.S.S.R. are a tremendous factor in the wmld 80~
«cialist revolution.

The capitalists and their lackeys are beginning to think with
anxiety about the fate of the capitalist system. The radical differ-
ence, the gulf between the furbulent socialist construction in the
Soviet Union and the deeay of capitalism, is all too striking. T'o
whom does the future belong—to communism or to capitalism—
this is the question which the foes of somahsm now put before
themselves ever more frequently.

The struggle of two systems (i.e., social orders)—capitalism and
socialism—that is the central issue of our times: Two diametrically
-opposite worlds are facing each other: the world of labour, the
world of the workers’ government, the world of socialism—in the
Soviet Union; the world of 'the bourgeoisie, the world of profit
hunting, the world of unemployment and hunger—in all other
countries, The banner of the workers of the U.S.S.R. carries the
slogan: “Those who do not work shall not eat.”” On the banner
of the bourgeoisie could be written: “The worker shall not eat.” It
is clear that the conscious workers of the entire world consider the
Soviet Union their socialist fatherland.

But the capitalist system of violence and oppression will not
vanish by itself. It will perish only as a result of the struggle of the
working class. Only the revolutionary struggle of the conscious
‘proletariat will push capitalism, which has become unbearable to
the great masses of workers, into the grave.

* J. Stalin, Report on the Work of the Central Committee of the C.P.S.U. to
the Seventeenth Congress of the C.P.S.U., p. 8, Moscow, 1934,

‘the -dictatorship of
‘the proletariat
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Capitalism or socialism? With the establishment of the Soviet
Union this question arose in its full import. Capitalism or social-
ism? This question becomes more acute with the growing successes
of the U.S:S.R. dnd the growmcr disintegration of capltahsm

In all capllahst counmes power. is in the hands of the bour-
geoisie. Whatever the form of government, it invariably covers the
dictatorship of the bourgeoisie. The purpose

‘The road to social- p e bourgeois state is to safeguard capital-

ism lies through ist exploitation, Safeguard the private own-
ership of the plants and factories by the
bourgeoisie, the private ownership ' of the

.land by 'the landlords-and rich farmers.

For. socialism to triumph, the rule of the bour6e0151e mudt be

-overthrown, the bourgeois state must be destroyed and the dictator-

ship of the proletariat must be substltuted in_its place. The iransi-
tion from capitalism to socialism is possible only by means of an
unremitting class struggle of the proletariat against the capitalists,
by means of a proletarian revolution and the establishment of a
proletarian state. Only by establishing its own state can the work-
ing class proceed with the building of socmhsm and create a
socialist society.

The Social-Democrats claim that socialism can be attalned ‘with-
out a revolutlon without " estabhshmg the dlctatorshlp of the
proletariat, that socialism can be ‘introduced” democratically,
through parliament, that by getting a majority the workers can
legislate socialism. Bui the bourgeoisie having in its hands all the
:machinery of force (the police, the army, etc.) will never allow
real representatives of labour to get to powe1 So far as the Socnl-
Democrats are concerned, they could g
they were allowed to assume power in a number of capitalist
countries—just because they have defended and defend not the
interests of the proletariat but those of the bourgeoisie. While in
power they not only passed no laws “introducing socialism” but
.did not even try in theleast to improve the conditions of the work-
«ers. Quite the contrary, they supported the bourgeoisie in attempts
to lower' wages, reduc¢ unemployment. doles, etc. . .

Despite the hypocritical assertions of the Social- Democrats, the
road to socialism does not lead through parliament nor through
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bourgeois democraey. There is only one road from capitalism to:
socialism—and that is the one pointed out by the Communists—+

the road of proletarian revolution, of the destruction of the bour-

geois state machinery, of the dictatorship of the proletariat..

“Between capitalist and communist society,” says Marx, “lies.

a period of revolutionary transformation from one to the other..

There corresponds also to this a political transition period

during which the state can be nothing else than the Ievolutzonarl;'

dlctatorsth of the proletariat.” *

It was this road, the only correct, the only possible road to so-
cialism, that the proletariat of Russia took in 1917.

In the Soviet Union the working class won political pow-ef'fOI"
itself. The October Revolution established the rule of the prole-
tariat, the dictatorship of the working class. The working class.
strives to capture state power not merely for power’s sake. State:

power in the hands of the proletariat is a means for bulldlng the:

~ new, socialist society.

“Its purpose is to create socialism, to do away with the divi-
sion of society into classes, to make all members of socwty work-
ers, to take’ away the basis for the exploitation of man by man.
This purpose cannot be realized at once, it requires a fairly long
transition period from capitalism to socialism, because the re-
organization of production is a difficult matter, because time
is required for all the radical changes in every field of life, and!
because the enormous force of petty-bourgeois and bourgeois.
habits in economic management can be overcome only by a
long, persistent struggle. That i is why Marx speaks of the entire
period of the dictatorship of the proletalmt as the period of tran-
sition from capitalism to socialism.” *¥
The transformation from capitalism to socialism cannot be ac-
complished at once. A fairly long transition period is unavoidable.
During this period state power is in the hands of the ‘working;
class, which is building socialism.

The dictatorship of the bourgeoisie means the rep1 ession of the

vast majority of the population in the interests of a handful of
* Marx, Critique of the Gotha Programme, p. 44, I
New Yoxk, oy g p- nternational Pubhshers,,

#% Lenin, Collected Works, Vol XXIV, “Greetmg o the Vlenncse Workers
p. 314, Russian ed. o
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parasites. The dictatorship of the proletariat means the repression
of a small group of exploiters in the interests of the vast majority
.of the population, in the interests of the ‘entire mass of toilers. The
- proletariat uses its dictatorship to destroy all vestiges of exploitation
of man by man. On capturing political power the proletariat be-
comes the ruling class: it manages all socialized production, cr ushes
the resistance of the exploiters, guides the intefmediate, vacillating
elements and classes. Having become the ruling class, the prole-
tariat begins the work of creating a system of society without
«classes, either ruling or subordinated, since there will be no classes
or class distinctions whatever.

Under socialism the division of society into classes is done away
‘-with, abolishing class contradictions and the class struggle, doing
.away with the division into exploiters and exploited. But the road
to classless, socialist society lies through a period of the bitterest
class struggle. ‘

Lenin has incessantly stressed the fact that the dictatorship of,

the proletariat is a period of long, persistent class struggle against
the‘exploiters, against the remnants of the former ruling class. He
wrote: - ‘

“Socialism is the abolition of classes. The dictatorship of the
proletariat has done everything possible to abolish these classes.
But it is impossible to destroy classes at once. Classes have re-
mained and will remain during the period of the dictatorship of
the proletariat. The dictatorship becomes unnecessary when
classes disappear. They will not disappear without the dictator-
ship of the proletariat. Classes have remained, but each of them
has changed its aspect under. the dictatorship of the proletariat;
also their interrelations have changed. The class struggle does
not disappear under the dictatorship of the proletariat, it only
assumes other forms.” *

Having assumed other forms, the class struggle under the dic-
tatorship of the proletariat becomes more persistent. And this is

only to be expected: the former ruling classes will do anything to

win back their lost position. The exploiters stop at nothing, are
ready to commit the worst crimes against the interests of the vast
majority of the toilers in order to prevent the end of their rule.

% Ibid., “Economics and Politics in the Epoch of the chtat01slnp of the
Ploletall‘lt ” p. 513, Russian ed. .
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“The abolition of classes is a matter of a long, difficult and
stubqu class struggle, which, after the overthrow. of the rule
of capital; after the destruction of the bourgeois state, after the
e§tablishment of the dictatorship of the proletariét,, does ot
disappear, but. only changes its form, becoming, in many.res-
pects, more bitter.” * B

. The entire history of socialist construction in the U.S.S.R. bril-
liantly illustrates the truth of this principle expressed by Lenin.
The tremendous victories of socialist construction have been.r
achieved in the process of an unremitting and most bitter struggle
against all the remnants of the old order of exploitation. TheLSO--
viet Union achieved most important and decisive viclories over all
the forces of the bourgeoisie. But their resistance grows stronger..
tI‘heir methods of struggle against socialism become more vile. Hav:
ing suffered total defeat in open battle, the kulaks, traders, all the
re.:mnants of the previous exploiting classes, try to sneak i,nto So-
viet enterprises and institutions and attempt to undermine the
powerful ,socjalist structure by means of sabotage, thievery, etec.
The most wide-awake vigilance on the part of the proletariat,; the

utmost strengthening of the proletarian dictatorship are therefore:
essential.

. “A strong and powerful dictatorship of the proletariat—that
is what we must have now in order to shatter the last remnants.
of the dying classes and to frustrate their thieving designs.”” ##

CIasslgss society cannot come of itself. It must be won. For this.
purpose it is necessary actively 4o overcome the tremendous dif-
fi.cultles on the road to socialism. It is necessary to crush the re--
smta/nce of all the relics of the old exploiting system. It is
necessary to mobilize the energy and activity of the millions of
b.uﬂders of socialism. Tt is necessary to resist any and all devia-
tions from the general line of the Party. Unfailing alertness is
necessary with respect to all attempts at distorting the Marxist-
Leninist teaching.

The dictatorship of the proletariat is that power which accom-
* Ibid., “Greeting to the Viennese Workers,” p. 315, Russian ed.

** Stalin, “Results of the Five-Y i
) y ; ‘ive-Year Plan,” in the- ium:  F, -
First to the Second Five-Year Plan, p. 54, Moscow, vgg;gmposmm. From the
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plishes the building of classless, socialist society. The dictatorship-
of the proletariat is the leading force in the society that builds.
socialism. Therefore, in studying the transition from capitalism to
socialism, in studying the structure of socialism, the dictatorship
of the proletariat is the centre of ‘attention of political economy.

" The bourgeoisie is interested in hiding the laws of the inevitable
decline of capitalism and triumph of communism. Bourgeois pro-
. fessors of economics——these “learned hench-
POh?l.cal economy— 0 of the capitalist class,” as Lenin ex-
a .mlhtant, class presses it-—serve capitalism truly and faith-
sclence fully, glossing over and embellishing - the
system of oppréssion and slavery. Bourgeois economists mask and
befog the real laws governing capitalist production. They try to
perpetuate capitalism. They depict capitalism as the only possible
order of social life. According to them the laws of capitalism are
eternal and immutable. By such falsehoods they try to save capi-
talism from its inevitable destruction. ‘ o
At the head of the revolutionary struggle of the working class
stands the Communist Party. Only firm leadership on the part of
the Communist Party ensures the victory of the proletariat. All the
enemies of communism venomously hate the Communist Party.
They strive in every way possible to split it; to destroy its unity,
and rejoice at any deviation from its general line within the ranks
of the Party.
" Political economy is a sharp weapon in the struggle against

capitalism, in the struggle for communism. Political economy, like-.

all sciences, and primarily sciences dealing with human society
and the laws of its development, is a class science.

The proletariat is surrounded by hosts of enemies. A bitter class
struggle is in progress. In this struggle all attacks upon the general
line of the Communist Party, all attempts to undermine it either
in theory or in practice bring grist to the mill of the enemy. That
is why a vigilant and unrelenting struggle must be maintained
against all deviations from the general line of the Party, a strug-
gle against open Right opportunism as well as against all kinds
of “Left” deviations.

Counter-revolutionary Trotskyism is of special service to the
bourgeoisie in its struggle against the revolution, in its preparations:
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for a new intervention against the U.S.S.R. As one of the varieties
of social-democracy, Trotskyism particularly furnishes the im-
perialist bourgeoisie with all sorts of slanderous fabrications about
the revolutionary movement in various countries and about the
Soviet Union. Trotskyism is an advance post of the counter-
revolutionary bourgeoisie.

Stalin in his letter of the autumn of 1931 to the editors of the
Russian magazine, Proletarskaya Revolyutsia,* entitled “Questions
Concerning the History of Bolshevism,” #* called the attention of
the Communist Party to the necessity of a relentless struggle
against all the attempts of an ideology hostile to Leninism to pene-
trate into the Communist Party, and particularly to the necessity
of a determined resistance to all soris of attempts “to smuggle the

disguised Trotskyist rubbish into our literature.” The representa-

tives of trends hostile to the proletariat now fry to smuggle in their
views subtly, unnoticeably. All such attempts must be vigorously
resisted. Any show of toleration towards these hostile views, any

rotten liberalism with respect to them, is a direct crime against

the working class and its struggle for socialism.

The ‘class enemies of the proletariat fry in every way to mis-
coustrue political economy and to adapt it to serve their own in-
lerests. Bourgeois and Social-Democrat economists trump up all

.sorts of concoctions in an attempt to save capitalism. They also
try to make use of political economy for their own ends in their
struggle against the Soviet Union. »

One of the most important tasks in the study of political

~economy, therefore, is to conduct a relentless struggle against all
anti-Marxian and deviationist trends.

REVIEW QUESTIONS .

1. What aim does Marxism-Leninism set before the proletariat?

2. How do the productive forces of society change?

3. In what way do the various systems of social production differ?

4. What are classes?

5. How does the abolition of classes take place?

6. What is the subject of study of political economy?

7. Of what importance is the study of revolutionary theory to the
proletariat?

8. Why is political economy a class science®

9. Of what does the Party character of political economy consist?

f Proletarian Revolution‘. .
¥ See Stalin, Leninism, Vol, IT, pp. 393-405.

CHAPTER II
How Did Society Develop to Capitalism?
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and as to what the laws of development and ‘decay of the capitalist
system are.

The menials of capitalism do their utmost to prove that the
division of society into classes is inevitable. It is important to the
.defenders of the moneybags to depict things
as if the existence of exploiters and exploited
were an eternal and necessary condition
of the existence of any society. As far back as in ancient Rome,
when the exploited rebelled against their masters, a certain de-
fender of the ruling class told a fable in Wwhich he compared society
with the organism of an individual; just as in the individual, pre-
sumably, hands exist to do the work, and the stomach to take food,
just so must society have people to do all the work and others to
take the fruit of the workers’ labour. As a matter of fact all the
later apologists of the rule of the exploiting classes, in their strug-
gle against the destruction of the system of exploitation of man by
man, have not gone very much further than this miserable fable.

In reality it has been incontrovertably proven that the human
race lived for many thousands of years without any class division,
class rule or exploitation. As is well known, man evolved from
the animal kingdom countless ages ago. Man has never lived segre-
gated, by himself, but always in groups. During the first stages of
human development these groups were small. What united the in-
dividual members of such groups? It is clear that what united them
was their common struggle for existence, their common labour in
obtaining food.

Have there always
been classes?

Man had to conduct his struggle with nature during the primi-
tive stages of development under exceedingly difficult conditions.
A stick and a stone—that was all the
weapons man -was limited to for many
thousands of years. Numerous dangers sur-
rounded him at every step. He was almost powerless against the
tremendous forces of nature, about whose laws he knew nothing
at all. . .

“Under these circumstances men lived in small communities,
clans They worked in common and used the fruit of their joint
labour in common also. There cotild be no inequality at these low
stages of human development smce people got only enough pro-

Primitive
clan communism

o — e

e
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ducts by hunting, herding cattle or very primitive agriculture for

a bare existence.
All peoples lived in such primitive clan communes durmg the

‘first periods of their development. Such primitive communes con-

tinued to exist even up to very recent times in many remote corners
of the earth which remained uninfluenced by the more developed

- countries. The -pressure of the European bourgeoisie, which

grabbed all these corners of the earth, of course worked havoc
with such organization. A thousand or fifteen hundred years ago,
however, the forefathers of some of these Europeans also lived in
such’ a primitive clan system.

Thus we see that up to the rise of class division in society, prim-
itive clan communism prevailed. !There were different forms of
this system among different tribes and peoples. But, irrespective
of these differences, the primitive stage of development of all peo-
ples shows a complete similarity in the principal features of the
social organization.

The first stages of social development, in which primitive com-
munism existed, proceeded at an exceedingly slow rate of evolu- .
tion. During hundreds, even thousands of years, conditions of life
practically did not change or changed extremely slowly. Man
took the first steps in his development with tremendous difficulty.
Generation followed generation and social conditions did not
change noticeably. Very slowly indeed man learned to perfect his
tools and his methods of work.

What were the social relations under primitive communism? The
primitive community or clan was usually small in numbers: with
the technical development existing at the time a large clan could
not hope to feed all its members. Labour in such a community
was organized more or less according to a plan. All members of
the community had definite occupations. The men, for instance,
hunted. The women stayed at home with the children and also had
to till the soil. Upon returning from the hunt the game was divided
according to established, time-honoured custom. ,

“The population was very small in numbers. It was collected
only on the territory of the tribe. Next to this territory was the
hunting ground surrounding it in a wide circle. A neutral forest
formed the line of demarcation from other tribes. The division
of labour was quite primitive. The work was simply divided be-

3*
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tween the two sexes. The men went to war, hunted, fished, pro-
vided the raw material for food and the tools necessary for these
pursuits. The women cared for the house, and prepared fgod

and clothing; they cooked, wove and sewed. Each sex was’

master of its own field of activity: the men in the forest, the
women in the house, Each sex also owned the tools made and
used by it; the men were the owners of the weapons, of the
hunting and fishing tackle, the women of the household goods
and utensils. The household was communistic, comprising sever-
al, and often many, families.* Whatever was produced and used
collectively, was regarded as common property: the house, the
garden, the long boat.” #*

Under conditions of primitive communism there could be no
place for social groups living on unearned income. There was no
exploitation of one-part of the community by another in the frame-

work of primitive communism. At that stage of human develop-

ment, the instruments of labour were very simple, so that there
could be no question of private property in tools: everyone was
able, without much labeur, to prepare for himself a spear, a stone,
a bow and arrow, ete. At the same time there was no private prop-
erty in land. The land was the common property of the entire
community, the clan. It was just this remnant of communal land
ownership that proved most enduring among the peasaniry even
ages after the development of class division in society. During
later stages of social development the peasant commune was fre-
quently maintained artificially by the exploiters and the class state
in order to facilitate the exploitation of the peasantry, collect
taxes, ete. In other cases, on the contrary, the ruling classes de-
stroyed communal life in the village in order to clear the field for
the free development of capitalism.

Communal ownership of land remained even after agriculture
had become the predominant, the principal form of labour. The
land which was given to individual peasant families to cultivate

* “Especially on the northwest coast of America; see Bancroft. Among the
Haidahs of the Queen Charlotte Islands some households gather as many as
700 members under one roof. Among the Nootkas whole tribes lived under
one roof.”—F. E,

** Engels, The Origin of the Family, pp. 192-93, Charles H. Kerr & Co.,
Chicago, 1902,

e
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was redistributed from time to time. It remained the communal
property of the village and was frequently distributed among the
various households by means of drawing lots. Communal owner-
ship of pasture land remained even longer. A common pasture for
the entire village was by no means rare even after the rule of cap-

-ital had heen established.

Thus, before the rise of class distinctions in society primitive
clan communism prevailed. In this order of society also there
were various features peculiar to the different peoples and tribes.
However, in spite of these peculiarities, the primitive stage of de-
velopment among all peoples bore the greatest similarity in the
fundamental attributes of the system of society. ’

Bourgeois scientists, afraid of communism and the abolition of
private property, try to represent things as if the existence of so-
ciety and even of man himself is inconceivable without private
property. The actual history of human society refutes this fabri-
cation of the servants of capitalism most unequivocally. As a mat-
ter of fact, private property, like the division of society into classes,
appears only at a comparatively late stage of social development.
People lived for many thousands of years without the least concep-

“tion of private property. i

Under primilive communism there was no state. The state ap-
peared later, with the rise of private property and the division of
society into classes. Lenin in his lecture on the state said the
following:

“In primitive society, when people lived in small clans, in
the lowest stage of their development, in a state near to savage-
ry, in the epoch from which modern civilized man is separated
by several thousands of years, at that time there were as yet no
signs of the existence of the state.” This “was the time when
there was no state, when social connections, society itself, dis-
cipline and the labour disiribution were maintained by the
force of custom, traditions, by the authority or respect enjoyed
by the elders of the clan or the women, who at that time not
only had equal rights with men, but sometimes eyen greater
rights, when there was no special category of specialists to rule.
History shows that the state is a special apparatus for the
coercion of people, coming into being only where and when

. there has been a division of society into classes—that is, a
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division into such groups of people of which one can constantly
appropriate the labour of others, where one exploits the other.” *

‘We thus see that the division of society into a class of exploiters
and a class of exploited is not at all an eternal and inevitable fea-
ture of each an'd every social system. On the contrary, we see that
- society existed for a very long period of time without knowing
anything of classes, or exploitation, or private property.

In primitive times man proceeded very slowly upon the road of
.development, but nevertheless there was progress. Human society
. never remained in a totally static condition.
The decay of Tools slowly but surely were perfected. Peo-
primitive society Y Surely were pertectec. =€o
ple learned to use the previously incompre-
‘hensible forces of nature. The discovery of fire played a tremen-
dous role. Then the savages learned to make a bow and arrow for
hunting purposes. Having begun with a stick and a stone, man
gradually learned to make the stick into a spear and to grind the
stone so as to make it better adapted for hunting purposes. A new
stage was reached when the art of pottery making was achieved,
when man learned o make vessels from clay. The taming of the
first domestic cattle and the cultivation of grain played a tremen-
dous part. Thus cattle-raising and agriculture began. With the
discovery of how to smelt iron from the ore, and the invention of
writing, the primitive period ends and the era of civilization be-
gins. In the Manifesto of the Communist Party, Marx and Engels
have written that beginning with this point the entire history of
human society is the history of class struggles.
- How did classes originate? The appearance of classes is most
closely connected with the entire process of social development. The
domestication of cattle leads to the separation of cattle-raising
tribes from the remaining masses of the clan groups in primitive
society. This is the first great social division of labour. From this
point on different communities have different products. The cattle-

herding tribes have the products of cattle-raising: animals, wool,.

meat, hides, etc. A basis is established for the exchange of products
-among the tribes. At first the exchange is conducted by the elders

* Lenin, Collected Works, Vol. XX1V, “On the State,” pp. 365-66, Russian ed.
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of the clan communities; cattle is the main article of barter. Barter
at first takes place at points where various tribes meet; barter takes
place, at first, between different communities and not between sep-
arate members of the communities.

At the same time, with' the growth of the population; the old
methods of work prove inadequate. The ever increasing number
of people cannot feed themselves by means of these methods. There
is a beginning of plant cultivation—the first steps in agriculture.

‘Tilling of the soil, under those circumstances, inevitably brings

about a much closer connection of some families with their part
of the cultivated land. Thus the basis for private property is lgld

“The increase of production in all branches—stock raising,
agriculture, domestic handicrafts—enabled human labour power
to produce more than was necessary for its nraintainance. It in-
creased at the same time the amount of daily work that fell to
the lot of every member of a gens, a household or a single family.
The addition of more labour power became desirable. It was
furnished by war; the captured enemies were transformed into
slaves. Under the given historical conditions, the first great social
division of social labour, by increasing’the productivity of la-
bour, adding to wealth, and enlarging the field of productive ac-
tivity, necessarily carried slavery in its wake. Out of the first
great division of social labour arose the first great division of
society into two classes—imasters and slaves, exploiters and ex-
ploited.” *

To the extent that man masters new forms and methods of la-
bour, a further development of the division of labour takes place.
People learn to make utensils, all kinds of tools, various kinds of
weapons, ele. This gradually brings about the separation of arti-
sanship from agriculture. All this greatly widens the basis for the
development of exchange,

The dissolution of primitive communism leads to the transfer of
cattle from communal to private ownership. Land and tools also
become private property. With the inception of private ownership
the basis is laid for the rise and growth of inequality.

* Encels, The Origin of the Family, p. 195.
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“The distinction between rich and poor was added to that be-
tween free men and slaves. This and the new division of labour
constitute a new division of society into classes.” * ‘

With the decay of primitive communism the division into ex-
ploiters and exploited arises in society. People appear who live
Pre-capitalist forms “PO% the labour of others. The exp%oitation

of one class by another—that is what
characterizes the different stages of develop-
ment of class society. The forms of exploitation, however, the
methods by means of which one class lives ‘at the expense of
another, change with the different stages of development.

-of exploitation

“Slavery, which reaches its highest development in civiliza-
tion, introduced the first great division of an exploited and an
exploiting class into society. This division continued during the
whole period of civilization. Slavery is the first form of exploi-
tation characteristic of the antique world. Then followed serf-
dom in the Middle Ages, and wage labour in recent times. These
are the three great forms of servitude characteristic of the three
great epochs of civilization. Their invariable mark is either open
or, in modern times, disguised slavery.” *#

We have already seen that classes differ in their positions with-
in a definite system of social production, according to their rela-
tions to the means of production. Each of the three main forms
of society based on exploitation—slavery, serfdom and capital-
ism—has, in this respect, its own individual features, Every one of
these forms of the exploiting society is distinguished by its own
structure of social production, its own type of production relations.
. The system of slavery is met with in the most diverse epochs
of the history of mankind. Slavery is the most ancient form of ex-
ploitation. It occurs upon the very threshold of the written history
of human society.

Under slavery the exploited class is the property of the exploit-

ers. The slave belongs to his owner Just as a house, land or cat-
tle. In ancient Rome, where slavery flourished, the slave was called

* Ibid., p. 198.
**Ibid,, p. 214.
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a “talking tool,” as distinguished from “mute tools” and “semi-
mute tools” (cattle). A slave was considered a chattel belonging to
his master who. did not have to answer for the murder of his
slave. The slave-owner considered the slave as part of his property,

~ and his wealth was measured by the number of slaves he owned.

The slave-owner made his slave work for him. Slave labour is
labour performed under compulsion, under threat of punishment.
Slave labour was distinguished by its low productivity. Technical
improvement was exceedingly slow under conditions of slavery.
The tremendous structures built with' slave labour were erected
by means of the muscular effort of colossal armies of slaves who
worked with the simplest kind of tools. The slave-owner had no
reason fo iry to lighten the labour of the slave.

What is the limit of exploitation under slavery? Under slavery
not only the tools and instruments of labour belong to the slave.
owner, but the labourer himself. The slave is the property of his
master. The slave-owner feeds and maintains his slaves because
the death of a slave is a loss to him, decreases his wealth. So
long as the exchange of products was undeveloped, every slave-

- owner made his*slaves produce only the things needed within his

own estate. The life of the ruling classes under slavery was char-
acterized by an insensate luxury and waste. But however great the
luxury, there were limits to slave labour, as beyond a certain def-
inite amount excess products could not be utilized. Under slavery
the growth of wealth is circumscribed within comparatively nar-
row limits. This is what caused the dearth of technical develop-
ment under the system of slavery.

Together with class dominance the state comes into being as
an apparatus of coercion, compelling the majority of society to
work for the exploiting minority. In the slave-owning society of
old the state was confined in a narrower frame than it is at the
present time. Means of communication were still little developed,
mountains and seas presented obstacles which were difficult to
surmount. Various forms of the state—the monarchy, the republic,
etc.—were already present under slavery. Nevertheless, whatever
the form of the state was, it still remained an organ of the domin-
ance of the slave-owners. Slaves in general were not regarded as
members of society.

Slave-owning society, particularly in ancient Greece and ancient
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Rome, reached a high level of scientific and artistic development.
However, it was a culture erected .on the bones of countless
.masses of slaves, o

During periods of frequent wars the number of people who were
‘made slaves often grew tremendously. The lives of the slaves were
extremely cheap and the exploiters made. their conditions of life
altogether intolerable. The history of slavery is one of bloody strug-
igle between the exploiters and the exploited. Uprisings of slaves
against their masters were suppressed with merciless cruelty.

Slave revolts shook slave-owning society to its very founda-
tions, particularly in the last period of its, existence. Having con-
quered a series of countries in the most remote corners of the
world as it was then known to the Romans, the Roman Empire
had attained to enormous power, when it began to totter more
and more under the stress of the contradictions that were rend-
ing the whole fabric of the society of that time. Especially famous
is the slave rebellion which broke out in Rome about two thou-
sand years ago under the leadership of Spartacus, who mobilized
a huge army against the regime of the slave-owners. The revolts
of the slaves could not bring victory to the exploited, could not
put an end to exploitation in general. The slaves were not in a
position fo set themselves a clearly perceived goal. They could
not create a strong organization to lead their struggle. Frequently
the slaves were mere pawns in the hands of the various factions
of the ruling class who were fighting among themselves. Never-
theless, the civil war and the slaves’ revolts dealt a severe blow
to the slave-owning order of society and prepared the soil for its
destruction. However, in place of slavery a new form of the ex-
ploitation of man by man appeared. This form, which prevailed
during the Middle Ages, was feudalism, the last stage of whose
development was serfdom. Feudalism underwent a comparatively
long process of development. Under feudalism the tremendous
mass of the peasantry,was exploited by a small group of feudal

barons. The barons took into their own hands the supreme power

over the land worked by the peasants. For the right of working
the land, the peasants had to submit to a host of feudal services
for their lords. , C

So long as natural economy prevailed, i.e., production for direct -

use and not for exchange, feudal exploitation was circumscribed by
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comparatively marrow limits. The féudal lords took a certain
amount of 'the agricultural products from the peasants for their

~own use. The greater part of these products were used up by the

lord and his armed guard, and only a small portion went in ex-
change for arms, some everseas goods, etc. The development of
exchange, however, led to a gradual inecrease in the appetites of
the feudal lords. Now they not only squeezed from the peasant the
tribute that went for the use of the lord and his menials, but the
amount of tribute exacted for purposes of exchange for other goods
continually grew. As the exchange of goods developed, the possi-
bilities for increased exploitation of the peasantry by the feudal
lord became greater. The growth of exchange destroyed the old
patriarchal relations between the feudal lord and the peasants

dependent upon hifn and led to the rise of serfdom. '

Serfdom represents a form of the severest kind of exploitation
of the peasantry by the landlords. Under serfdom the bhasic means
of production—the land—is in the hands of the landlords. The
landlords appropriate the land which has been tilled by a number
of generations of peasants. But they are not content with this.
Taking advantage of the powers of the stdate which is also in the
hands of the landlords, they turn the previously free peasants
into their serfs. The peasants are attached to the land and become
practically the property of the landlord.

Trying in every way to augment their income, the landlords
increase the exploitation of their serfs. Exchange is already fairly
well developed at the time of serfdom. Overseas trade takes on
considerable proportions. Merchants furnish the serf-owning land-
lords with all kinds of overseas goods. Money becomes more and
more important. In order to gct more money the serf-owner
squeezes more and more labour out of his peasants. He takes away
land from the peasants, limits their allotments, and, in place of
these, sets up his own fields upon which he makes these same peas-
ants work. Corvée service is introduced: the peasant must work the
lord’s field for three to four days a week and can work his own
allotment only on the other days. In other cases the serf-owning
landlords appropriate ever increasing parts of the harvest from the
peasants’ fields by the system of making the peasants pay quit-
rent. v
The exploitation of the serfs evoked the bitterest struggles of the
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peasants against their landlords. The history of every country
shows a great number of peasant rebellions. There were peasant
uprisings in many countries during the period of serfdom (in Ger-
many, France, England, Russia). Some of these uprisings lasted
for decades. For tens of years these countries were in the throes
of civil war. The uprisings were suppressed mercilessly by the
landlords and their governments. This struggle of the peasants
against the landlords was utilized by the rising bourgeoisie in order
to hasten the fall of serfdom and to substitute capitalist exploita-
tion for serf exploitation.

Here is what Stalin says about the substitution of one social
form for another:

“The revolution of the slaves liquidated slavery and abolished
the slave form of exploitation of the toilers. In its place it in-
troduced the feudal rulers and the serf form of exploitation of
the toilers. One set of exploiters took the place of another set of
exploiters. Under slavery the ‘law’ permitted the slave-owner
to kill his slaves. Under the serf system the ‘law’ permitted the
serf-owner ‘only” to sell his serfs, .

“The revolution of the serf peasants liquidated the serf-owners
and abolished the serf form of exploitation. But in place of
these it introduced the capitalists and landlords, the capitalist
and landlord form of exploitation of the toilers. One set of ex-
ploiters took the place of another set of exploiters, Under ‘the
serf system the ‘law’ permitted the sale of serfs. Under the
capitalist system the ‘law’ permits the toilers ‘only’ to be
doomed to unemployment and poverty, to ruin and death from
starvation.

“It was only our Soviet revolution, only our October Revolu-
tion that put the question, not of substituting one set of exploit-

ers for another, not of substituting one form of exploitation for

another—but of eradicating all exploitation, of eradicating all
and every kind of exploitation; all and every kind of rich man
and oppressor, old and new.” *

* Stalin, Speech at the First All-Union Congress of Collective Farm Shock ..

Brigade Workers, p. 8.
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We have already seen that exchange originated in the very an-
cient times of human history. Together with the first steps in the
division of labour in society, the foundation
was laid for the rise of exchange. At first
exchange took place only between neigh-
bouring communes; each exchanged its ex-
cess products for those of the other. However, having originated
at the border between communes, exchange soon exerted a desiruc-
tive influence upon relations within the commune. Money ap-
peared. At first those products which were the principal objecis of
exchange served as money. Thus in many cases when exchange
took place with cattle-raising clans or tribes, cattle served as
money. The wealth of a tribe—and after the appearance of private
property, the wealth of an individual-—was measured by the num-
ber of head of cattle owned.

Natural production, however, prevailed for a long time after the
rise of exchange. The production of goods not intended for
exchange is called natural production. On the other’ hand, the pro-
duction of goods for sale on the market, for exchange, is called
commodity production. ;

It is natural production which prevails during slavery and feu-
dalism. Pre-capitalist forms of exploitation arise and develop on
the basis of the prevalence of natural production. Only the gradual
development of exchange undermines the foundations of these
forms of society. ‘ »

Here is what Engels says about this stage of development:

“We all know that in the early stages of society products were
used by the producers themselves and that these producers were
organized spontaneously in more or less communistic communes;
that the exchange of surplus products with outsiders, which is
the prelude to the transformation of products into commodities,
is of later date, at first occurring only between individual com-
munes belonging to different tribes, but later coming into
effect also within the commune and materially helping to break
them up into larger or smaller family groups. But even after
this breaking up, thé heads of families conducting exchange re-
mained working peasants producing almost everything neces-
sary to satisfy all their demands within their own economy with
the help of the members of the family and only obtaining an

The rise and
development of
exchange
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insignificant part of objects of necessity from outside in
exchange for surplus products of their own. The family is
not only occupied in agriculture and cattle-raising, it also works
up the product from these into articles ready for use, in places
it still grinds flour with the hand mill, it bakes bread, spins,
dyes, weaves linen and: wool, tans leather, erects and repairs
wooden houses, makes tools and instruments of labour, often
does carpen’uy and forge work, so that the family or family
group is, in the main, self-sufficient.

“The few things such a family has to obtain by exchange or
purchase from others consisted, even as late as the beginning of
the nineteenth century in Germany, mainly of the products of
artisans, i.e., of such things as the peasant is not at all in-
capable of preparing himself but which he did not produce him-
self only because either the raw material was not accessible to
him or because the purchased article was much better or very
much cheaper 7k

Thus natural production prevails not only under slavery and
in the Middle Ages, but also under new conditions. Commodity
production is by no means prevalent at the inception of capitalism.
Only the development of capitalism strikes a mortal blow at na-
tural production. Only under capitalism does commodity produc-
tion, production for sale, become the decisive, the predomlnant
form of production, :

Within pre-capitalist society, commodity production develops to
an ever greater extent together with an increase in the division of
labour. Of particular significance is the separation of handicrafts-
manship from agriculture. Whereas the peasant agriculturist
conducts liis husbandry mainly as natural production, the same
cannot be said of the artisan. Handicraftsmanship is, from the
very beginning, clearly of a commodity-producing charaeter. The
artisan producing a pair of boots or a set of harness, a plough or
horseshoes, clay or wooden vessels, works from the very start
for the market, for sale. But unlike commodity production under
capitalism, the artisan works with instruments of labour which
are his own. As-a rule he applies only his own labour power.
Only later, with the development of cities, does the artisan begin

* Engels, Supplement (Nachtrag) to Vol. III of Capital, German ed., 1895.
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to hire apprentices and journeymen. Finally, the artisan usually
works upon local raw material and sells his commodities in the
local market. When things are produced for sale on the market
but without wage labour we have simple commodily produc-

" tion as distinguished from capitalist commodity production.

“Previous to capitalist production,” says Engels, “that is to
say, in the Middle Ages, small-scale production was general, on
the basis of the private ownership by the workers of their means
of production: the agricultural industry of the small peasant,
. freeman. or serf, and the handicraft industry of the towns. The
instruments of labour—land, agricultural implements, the work-
shop and tools—were the instruments of labour of individuals,
intended only for individual use, and therefore necessarily puny,
dwarfish, restricted.” *

Wherein lies the difference between simple commodity produc-
tion arld capitalism? The artisan, handicraftsman, small-scale
farmer own their tools, raw material and means of production.
They work by themselves, producing their goods with the aid of
these means of production. Under capitalism it is different. There
the plants and factories belong to the' capitalists’ and in them
work hired labourers who do not have their own means of pro-
duction. Simple commodity production always precedes capitalism.
The capitalist system could not arise without simple commodlty
production. The latter prepares the way for capitalism.

In its turn the development of simple commodity production
inevitably leads to capitalism. Small-scale commodity production
gives birth to capital.

One of ithe misinterpretations of Marxism is the attempt to deny
the existence of simple commodity production as the historical
precursor of capitalism. The political significance of this distortion
of Marxism is clear. The fact of the matter is that even in the
period of the prevalence of capitalism throughout the world many
remnants of the former system still remain, a great number of the
elements of simple commodity production, many millions of small
peasants, artisans and handicraftsmen. These masses of petty com-
modity producers,.independent in appearance, but in reality groan{

* Engels, Herr Eugen Diihring’s Revolution in Science, p. 301. .
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ing under the unbearable yoke of capitalism, constitute a reserve
from which the proletariat draws its allies in the struggle for the
socialist revolution. The distortion of the role and significance of
simple commodity production forms a basis for the negation of the
role of the basic mass of the peasantry as an ally of the proletarian
revolution. This distortion lies at the basis of the counter-revolu-
tionary theory of Trotskyism.

The attempt to separate simple commodity production from
capitalism by a sort of Chinese wall is a no less crude distortion of
Marxist-Leninist theory. Lenin constantly siressed the fact that
small-scale commodity production daily, hourly, gives birth to
capitalism. The negation of this principle leads, for instance, under
conditions prevailing in the U.S.S.R., to views like those held by
the Right opportunists who advocated the perpetuation of small-
scale production in the village, leads to a lack of understanding of
the necessity of the socialist transformation of the village on the
principles of large-scale social production.

Capitalism originated within the feudal-serf system. The oldest
forms of capital are commercial and usurer capital. The merchant
played an ever more important role as ex-
change developed within the old natural
economy. The merchant capitalist furnished
the serf-owning landlords with all kinds of luxuries, making much
profit thereby. Part of the tribute which the landlord squeezed
out of his serfs thus found its way into the pockets of the
merchant—the representative of commercial capital. With the
development of commerce, usury also flourished. -Great lords—
landlords, kings, governments—needed increasing sums of money.
The mad luxury and waste, the endless wars devoured tremendous
sums of money. Thus the basis arose for the activities of money-
lenders. Lending money to the feudal lords at exorbitant interest,
the usurer grabbed a large share of the tribute squeezed out of
the labour of the serfs.

Commercial and usurer capital taking firm root in the life of
feudal society unflaggingly undermined and broke down the foun-
dations of this society. With the growth of commerce the exploi-
tation of the serfs by the landlords grew continually stronger. The
excessive exploitation undermined the foundations of serfdom—

The origin of
capitalist production
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peasant economy. It was impoverished, the peasants became pau-
pers Jeading a hungry existence, incapable of giving a large in-
come to the landlord. At the same time usurer capital grasped the

. feudal estate in its tentacles, squeezing the life out of it. The decay

of serfdom prepared the way for the rise of capitalist production.

Commercial capital at first engaged only in trade. Commerce
was carried on with the products furnished by artisans and serfs
as well as with products imported from distant countries. With the
growth of commerce, however, these sources of products become
inadequate. Small-scale handicraft production could supply only
a limited mass of commodities, sufficient merely for the local
market. When commerce began to operate in more distant markets
the necessity arose for extending production.

But only capital could secure such an extension of production.
Small-scale commodity production was powerless here; its possi-
bilities were narrowly circumscribed. A transition then took place
from small-scale to capitalist production, which destroyed the pre-
capitalist forms of exploitation only to substitute for them the last
form of exploitation of man by man—capitalist exploitation.

Here is how Lenin describes this transition from small-scale
production to capitalism:. .

“Under the old conditions almost all the wealth was produced
by small-scale husbandmen who constituted the overwhelm-
ing majority of the population. The population lived settled
down in the villages, producing the greater part of their pro-
ducts either for immediate use or for the small markets of local
settlements, scarcely connected with neighbouring markets.

“These same petty husbandmen worked for the landlords,
who made them produce only the things needed for their own
immediate use. Domestic products were given to the artisans to
be worked on, and these also lived in the villages or journeyed
in the neighbourhood to take on work.

“But with the liberation of the serfs these conditions of life
of the mass of the peopl‘e' underwent a complete change: in-
stead of small-scale artisans’ shops, large factories began to ap-
pear, which grew very rapidly, pushing out the small-scale
handicraftsmen, turning them into wage labourers and com-
pelling thousands of workmen to work together, producing

4 Leontiev ¢
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tremendous quantities of commodities which were sold all over
Russia. S

“Small-scale production is replaced by large-scale production
everywhere and the masses of workmen are already simply hired
men working for wages for a capitalist who owns tremendous
capital, builds tremendous workshops, purchases masses of ma-
terials and pockets all the profits of this mass production of
the united workmen. Production has become capitalist and it
presses relentlessly and mercilessly upon the small husbandmen,
destroying their settled life in the village, compelling them to
wander over the country from end to end as simple labourers,
selling their labour to capital. Ever greater and greater portions
of the population are torn away from the villages and from
agriculture to collect in the cities, factory and industrial towns
and settlements, forming a distinct class of people having noth-
ing of their own, a class of wage labourers, proletarians living
only by the sale of their labour power.” *#

REVIEW QUESTIONS

1. How did people live before the appearance of class society?
2. How did classes originate?
3. What are the basic historical forms of class exploitation? .

4. What are the relations beiweqn..tll‘e exploiters and the exploited
under the system of slavery?

5. What are the relations between the exploiters and the exploited
under the system of serfdom?

6. What is' the distinguishing feature of capitalist exploitation? )
7. How does exchange arise and develop?
8. Wihy does small-scale commodity production give rise to capitalism?

* Lenin, Collected Works, Vol. I, “Explanation of the Program,” PD- 428-29,
Russian ed.

CHAPTER I11

Commodity Production

Capitalist production has two important distinguishing features,
First, under capitalism commodity production prevails. Secondly,
not only the product of human labour, but labour power itself
becomes a commodity. ,

Capitalism is inconceivable without commodity production. On
the other hand, commodity production existed long before the rise
and development of capitalism. However, it was only under capi-
talism that commodity production became universal.

Therefore, in order to study the capitalist method of production,
it is necessary first to study commodity production, its peculiar-
ities and laws. - o

I capitalist countries production is carried on without a plan:
All the factories and plants belong to the' capitalists. Every one
of these enterprises produces commodities for sale on the market.
But no one tells the capitalist what commodities or what quantities
of them his enterprise must produce, The owner of the plant or
factory may increase or decrease production, or altogether close

* his place, as he wishes. The capitalists do not care whether .the

population has the mecessities of life: food, clothing, etc. Every
plant or factory owner thinks about only one thing: how to get
more profit. If an undertaking seems profitable to him he regards
it with great eagerness. If there is no profit in sight he will not
trouble with it.

Such a system, where production is entirely in the hands of
capitalists who manage production with ithe sole interest of ex-
tracting as much profit for themselves as possible by exploiting
the toiling masses, exists at the present time all over the world,
except in the Soviet Union where the government is in the hands
of the working class and where there is planned economy.

Under capitalism anarchy of production prevails; there is and
can be no planned management of social production.
4+ 51
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“Capital organizes and regulates the labour within the fac-
tory for the further oppression of the worker, in order to in-
crease its own profit. But in social prvoduction as a whole, chaos
remains and grows greater, bringing on crises when the accu-
mulated wealth finds no purchasers and millions of workers
perish or go hungry, not finding work.” *

We must now try to understand the subtle mechanism which
distinguishes the anarchy of production prevailing under capital-
What is a ism. In capitalist society commodity produc-
commodity? tion prevails. Suppose a factory belonging
‘{0 a capitalist produces castor oil. Does it mean that the owner
drinks all the castor oil himself? Or a capitalist shop produces
coffins on a mass scale; it is clear that the coffins are not for the
owner. Tremendous plants produce great quantities of steel and
iron; it is clear that the owner does not want the metal for him-
self. All the various products manufactured in capitalist enter-
prises are produced for sale, for the market. All products of labour
manufactured for sale and not for one’s own use are called
commodities. ' '

We have already seen that commodity production only gradu-
ally undermines and destroys the previous natural economy under
which every family or commune produced by themselves every-
thing they needed. The system of matural economy existed for
ages. The previous, pre-capitalist forms of exploitation—slavery

and feudalism—existed side by side with the prevailing system .

of natural economy. Not so capitalism. This system is from its
very inception bound up with the development of exchange, the
development of commodity production.

“The wealth of those societies in which the capitalist mode
of production prevails presents itself as an immense accumu-
lation of commodities, its unit being a single commodity.” #*

With these words Marx’s chief work, Capital, begins. In this
work Marx set himself the aim of discovering the economic laws
governing capitalist society. Marx begins his work with an analysis

* Lenin, Collected Works, Vol. XVII, “The Taylor System—Enslavement of
Man by Machinery,” p. 248, Russian ed.
# Marx, Capital, Vol. I, p. 1, Swan, Sonnenschein & Co., Lid., 1908.

.COMMODITY PRODUCTION . . B3

of the commodity, with the disclosure of the laws governing the
production of commodities.

The product of human labour must always satisfy some -
human want, otherwise it would not be worth expending labour
. on it. This property of every product of la-
;I(‘)‘:;:’mgf;i)gzgtles of bour is called its use value. The use value of
a clock, for instance, is that it tells us the
time. Many things that are not at all the product of human la-
bour have a use value, like water at its source, for instance, or
fruit growing wild. Use value is met with in both natural pro-
duction and commodity production. The grain the peasant raises
for his own use satisfies his need for food. Grain therefore has a
use value. .

But the grain which a peasant in a capitalist country produces
for sale becomes, as we have seen, a commodity. This grain con-
tinues to possess use value because it satisfies the human need for
food; but if it should lose this property for some reason (if it
should rot, for instance, and become unfit for use), no one would
buy it. ‘

At the same time this grain acquires another important property.
This grain has become a commodity; it can be exchanged for
any other commodity. What strikes one here first is that a com-
modity has. the property of being exchangeable, that it is ex-
changed for a number of other commodities.

This new feature of a product, which ‘it acquires when it be-
comes a commodity, i.e., when it is produced for exchange, plays
an enormous role in commodity economy.

“A commodity is, firstly, something that satisfies a human
need; and, secondly, it is something that is exchanged for some-
thing else. The utility of a thing gives it use value. Exchange
value (or simply, value) presents itself first of all as the pro-
portion, the ratio, in which a certain number of use values of
one kind are exchanged for a certain number of use values of
another kind: Daily experience shows us by millions upon mil-
lions of such exchanges that all and sundry use values, in them-
selves very different and not comparable with one another, are
equated to one another.” *

% Lenin, Marx-Engels-Marxism, “Karl Marx,” p. 15.
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~ Between the use value and the value of a commodity there is a
conlradiction. To its producer a commodity is of no use value, it
has use value for others. On the other hand, to the purchaser of a
commodity for use the commodity has just a use value, and to
him the commodity is no longer a value. When the producer ex-
changes his commodity he gets its value in return, but he can no
longer utilize the use value of the commoohty as the latter is
already in someone else’s hands. A commodity is a product made

not for immediate use but for sale on the market. A commodity

is thus the agent of a definite social connection. It is the agent
of the connection existing between the producer of the commodity
and society as a whole. The connection is, however, not a direct
one. Society does not tell each producer just what and how much
to produce. Under commodity ploduction there is not nor can
there be plann'etd conscious Uuldance of the entne p1 ocess of pro-
duction in society. :

Upon what does the value of a commodll:y depend“? Some com-
modities are dear, others cheap. What is the reason for this dif-
ference in value? Use values of commodities
differ so widely that they cannot be com-
pared quantitatively, For example, what is
there in common in the use value of pig iron and roast beef?
Consequently we must look for the secret of value not in use
value but in somethmg else. Marx says:

. Va.}ue is created
by labour

“If then we leave out of consideration the use value of com-
modities, they have only one common property left, that of
being products of labour.” *

The value of a commodity is determined by the amount of
human labour expended in its production.

So long as exchange is infrequent, producls are e‘{chanded in
accidental ratios. When a primitive hunter met a member of an
agricultural 4ribe or commune and exchanged some meat for grain
the ratio was determined by accidental circumstances. But things
changed radically, parallel with the development of exchange.

* Marx, Capital, Vol.'1, p. 4.
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With the destruction of natural economy, the ratio of exchange
came continually closer to the amount of labour spent on the ob-
ject exchanged. When under- simple commodity production a peas-
ant exchanges some grain for an axe made by an artisan he gives
the latter an amount of grain which represents approximately the
same amount of labour as that spent in making the axe.

Here is how Engels pictures the exchange of commodities ac-
cording to their values under -conditions of simple commodity
production before the rise of capitalism:

“The peasant of the Middle Ages therefore knew fairly ac-

curately the labour time requisite for producing the things he
obtained by exchange. The blacksmith and waggoner worked
in his sight, as did the tailor and shoemaker who, in my own
youth, went from hut to hut among our Rhenish peasants mak-
ing clothes and shoes from home-made cloth and leather. Both
the peasant and also those he purchased from were themselves
labomers the articles exchanged were the products of their
own labour. What did they expend to ploduce these objects?
Labour and only labour; for the replacement of working tools,
for the production of raw material and for its working up they
expended nothing but their own labour power; how could they
then exchange these products of theirs for those of other work-
ers otherwise than in proportion to the labour expended on
them? Not only was the labour time expended on these products
the sole appropriate measure for the quantitative determination
of the magnitudes involved in the exchange, but any other meas-
ure was altogether unthinkable. Or does anyone believe that the
peasant and the artisan were so foolish as to exchange a thing
that took ten hours’ labour for something that took only one
labour hour? For the entire period of peasant natural economy
no other exchange is possible than that in which the quantities
of commodities exchanged tended more and more to be measured
by the amount of labour incorporated in them. . . .

“The same iy true of the exchange of peasant products for
those of city artisans. At first this takes place directly, without
the intermediation of the merchant, on market days in the towns
where the peasant sells his products and makes his purchases.
Here also the peasant knows not only the conditions under

M)
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which the artisan works but the latter knows also the conditions
of peasant labour. For he is himself still a peasant to a certain
extent, he not only has a kitchen garden and an orchard, but

* frequently also a strip of arable land, one or two cows, pigs,
poultry, ete.” #

A'number of self-evident facts confirm the truth that commodities
are exchanged according to the labour incorporated in them. Very
many commodities which were once very dear become fairly cheap,
because with modern technical development less labour is required
to produce them. Thus, for instance, aluminium, {from which kitch-
enware and a number of other things are now manufactured, was
a few decades ago ‘eight or ten times as expensive as silver. It cost
about $225 a kilogram then. But with the development of electro-
technical science it became possible to produce aluminium with
much less labour so that before the war the jprice fell almost to 27
cents a kilogram, a thousand times cheaper. It became so cheap
only becduse so'much less labour is now required to produce it.

Thus. the value of a commodity depends upon the amount of
labour spent in producing it. If we produce a greater quantity of
commodities with the same amount of labour, we speak of the
increased productivity of labour; 'on the other hand, when less is
produced, we speak of a decrease in productivity. It is self-evident
that increased labour productivity means a decrease in the amount
of Iabour that must be spent in order to produce a single one of the
given commodities. As a result there will be a decrease in the value,
each commodity of this particular kind will be cheaper. A decrease
in productivity would, on the contrary, bring about dearer com-
modities. It is therefore said that productivity of labour and the
value of each unit of the commodities produced are in inverse pro-
portion (i.e., when one rises the other falls, and vice versa). Thal
is why Marx says,

“The value of a commodity . . . varies . .
productiveness of the labour incorporated in it.”” #*

The value of a commodity is given to it by the labour spent in
producing it. The value of a commodity is nothing but a definite

* Engels, Supplement (Nachtrag) to Vol. TII of Capital.
## Marx, Capital, Vol. I, p. 7.

i
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quantity of labour time congealed (or. incorporated) in the com-
modity. But value only manifests itself when one commodity is
compared with another. Let us assume that the same amount of
labour is incorporated in one ton of iron as in one kilogram of
silver. Then a ton of iron will be equal in value to a kilogram of
silver. The value of a commodity expressed in comparison with the
value of another commodity is its exchange value. Exchange value
is the form in which value shows itself. At the same time it must
be clearly remembered that in this form we have only the value
representing the labour time incorporated in the commodity.

Under developed commodity production when commodities are
exchanged by means of money, every commuodity is compared with
a definite sum of money. The value of the commodity is expressed
in terms of money. Exchange value becomes the price of the com-
modity. Price is only the value of a commodity expressed in terms
of money. ‘

In order to understand the contradiction inherent in commodities

it is necessary to observe the peculiarities of the labour which pro-
duces commodities. :

é)gsc?&? Igggur In exchanging cgmmodities people com-
pare the most varied kinds of labour. The
labour of a-cobbler differs very much from the labour of a foundry-
man. The labour of a miner resembles the labour of a tailor very
little. Every single commodity contains the labour of some particu-
lar profession or some particular branch of industry. What is com-
mon to all commodities is human labour in general, or, as it is
sometimes expressed, abstract human labour as distinguished from
the concrete (i.e., specific) labour of each separate branch of pro-
duction. '

“All the labour power of a given society, represented in the
sum total of values of all commodities, is one and the same
human labour power. Millions and millions of exchange trans-
actions prove this.” *

‘Every particular commodity represents only a definite part of
this general human labour. .
Concrete labour produces use value. The concrete labour of the

# Lenin, Marx-Engels, Marzism, “Karl Marx,” p. 16.
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cobbler produces boots, the concrete labour of the miner—coal. The

value of these commodities, however, expresses simply human

Iabour, the expenditures of human labour in general under com-
modity production.

“On the one hand all labour is, speaking physiologically, an
expenditure of human labour power, and in its character of iden-
tical abstract human labour, it creates and forms the value of
commodities. On the other hand, all labour is the expenditure of
human labour power in a special form and with a definite aim,

and in this, its character of concrete, useful labour, it produces
use values.” *

The same labour is both concrete and abstract in commodity
production: it is concrete in so far as it produces use value, and
abstract in so far as it produces value. On the one hand, every
producer produces definite use values, say, boots, coal, cloth,
etc. This represents the concrete labour of the cobbler, the miﬁer,
the weaver, etc. But on the other hand, the same cobbler, miner
and weaver produce the value of the boots, coal, cloth. They pro-
duce these not for their own immediate use, but for exchange on
the market. They produce hoots, coal, cloth, as commodities pos-
sessing value. And value is produced by abstract, universal, human
labour, , :

From the very beginning commodities reveal their dual nature:
as use value and value. We now see that labour also, the ldabour
embodied in these commodities, the labour applied in capitalist
production, has a dual character. ! :

The difference between concrete and abstract labour appears in
the contradiction between use value and value. Use value is the
result of concrete labour, whereas value is the result of abstract
labour. ’

It is perfectly evident that this division of Iabour into concrete
and abstract labour exists only in commodity production. This dual
nature of labour reveals the basic contradiction of commodity pro-
duction. In commodity production all the work of an individual
member of society becomes, on the one hand, a particle of the
entire mass of social labour and, on the other hand, it is the par-

ticular work, the individual labour of different, separate workers.

* Marx, Capital, Vol, 1, p. 14.
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It is clear, therefore, that the contradiction between abstract and
concrete labour arises only with commodity production and van-
ishes as soon as commodity production disappears.

“A man who produces an article for his own immediate use, to
consume it himself, creates a product, bul not a commodity. As a
self-sustaining producer he has nothing to do with society. But
to produce a commodity, a man must not only produce an article
safisfying some social want, but his labour itself must form part
and parcel of the total sum of labour expended by society. It
must be subordinate to the division of labour within society.
It is nothing without the other division of labour, and on its
part is required to infegrate them.” *

In commodity economy the work of each separate worker repre-
sents only a particle of social labour as a whole.- The work of each
weaver, miner or mechanic becomes part of the general chain of
social production. Each separate work constitutes only one of the
links in this chain. But at the same time, each separate work in
commodity production is independent. The labour of individuals
becomes social, in the sense that each producer is connected with
thousands of others in his work. But the labour of separate indi-
viduals is not co-ordinated on an all-social sc¢ale. Quite the contrary,
the labour of individual workers is separate, scattered.

“The production of commodities is a system of social rela-
tionships in which different producers produce various products

(the social division of Iabour), and in which all these products

are equated to one another in exchange.” **

This contradiction, consisting in the social nature of the indi-
vidual labour of independent producers, arises with commodity
production and disappears with it.

In natural economy this contradiction does not exist. Let us
imagine a secluded peasant economy in some far away, isolated
corner of the world. This economy is almost completely cut off
from the rest of the world; everything needed is produced on the
farm. Labour here is not a portion of the labour of society as a
whole, labour here is of a distinctly separate and individual nature.

*Marx, Value, Price and Ptbﬁt, p. 38, Moscow, 1933.
**% Lenin, Marx-Engels-Marxism, “Karl Marx,” p- 16.
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Hence the contradiction characteristic of commodity production
does not exist here. However, if we take social society, the inter-
dependence of the labour of individual members of society is even
greater in comparison with capitalism, but here also the contra-
diction of commodity production does not exist: the labour of
cach worker has become social, has hecome an organized part
of the general labour. The separate, scattered character of the
labour of each worker has disappeared. The fruit of the labour
of all becomes the property of society as a whole and not of
individual owners. ' C

If the value of a commodity is determined by the quantity of

labour expended upon its production, it might seem that the lazier .

or the more unskilful a man, the more val-
uable his commodity.

Suppose there are two cobblers working
side by side. One is a fast, efficient worker and makes a pair of
boots in a day. The other is a lazy drunkard and it takes him a
week to finish one pair of boots. Does it mean that the boots of
the second cobbler have more value than those of the first? Of
course not. When we say that the value of a commodity is deter-
mined by the quantity of labour expended upon its production,
or the labour crystallized in it, we have in mind the labour time
that, as Marx says, is ' ’

13

Socially necessary
labour

. required to produce an article under the normal condi-

tions of production and with the average degree of skill and

intensity prevalent at the time. The introduction of power looms
into England probably reduced by one-half the labour required
fo weave a given quantity of yarn into cloth.” *

The hand loom weaver now had to work eighteen or twenty
hours a day instead of the nine or fen hours he had worked pre-
viously. Nevertheless, the product of his twenty hours of labour
now represented only ten hours of social labour, or ten hours of
labour socially necessary to convert the given amount of yarn into
cloth. Hence the product upon which he spent twenty hours had
no more value than the product of ten hours had previously.

It thus appears that the value of a commodity depends, not up-

* Marx, Capital, Vol. 1, p. 6.
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on the labour which in each separate instance was expended upon

its production, but upon the labour which is required on the average

for its production, or, as itis expressed, upon the social average or
the socially necessary labour.

We must also distinguish between simple labour and skilled
Jabour. Let us take a mason and a watchmaker. An hour of labour
. . of the mason cannot be equal to an hour of
Simple and skilled labour of the watchmaker. Why? To learn
labour the trade of mason one does not have to
spend much time in preparatory training. It is a simple labour,
easily learned. Anyone can easily become a mason (or, say, a com-
mon labourer). A watchmaker (or a chemist) is a different matter.
In order to become a watchmaker one must spend, say, about three
years in learning the trade. If the future watchmaker decides fo
spend a long time in learning the trade, it is only because he expects
to get paid for this later. How? In that for a watch, upon the
making of which he spent twenty hours, he gets on the market
commodities produced by simple or unskilled labour in, say,
thirty hours. In such a case one hour of skilled (or, as it is some-
times called, complex) labour is equal on the market to one and
a half hours of simple labour. : ,

What would happen if no difference were made in exchange
between an hour of simple and an hour of skilled labour? Then
the supply of skilled labour would be considerably curtailed. Watch-
makers, chemists and other such skilled people would become
fewer and fewer. Hence there would be fewer and fewer watches,
chemicals, etc., on the market, and prices for such commodities
would go up. Then an hour of labour of a watchmaker would
once more become equal to an hour and a half or even two hours
of simple labour. Then it again becomes advantageous to learn a
skilled trade.

We have seen that the value of a commodity is determined by
the socially necessary labour expended upon its production. Does
this mean that in the system of commodity

The me}.r.ket and production every commodity can always be
competition exchanged for its full value? Of course not.
For this it would be necessary for every commodity produced to
have a purchaser immediately. It would be necessary for supply
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and demand always to balance each other. Can this really happen?

In the system of commodity production there is no organ in
society which could tell the individual producer what commodities
and in what quantities he should produce. So long as the greater
part of production is for immediate use and only a small share of
the surplus gets to the market, the role of the market is not very
great. But with the expansion of commodity production the market
becomes more and more important.

Each separate commodity producer works at his own risk. Only
after the commodity has been produced and is taken to the market
does he find out whether there is a demand for his commodity or
not.

The price of a commodity is the monetary expression of its value.
But price always vacillates according to the conditions of the mar-
ket. A struggle about the price of the commodity takes place at
the market between seller and buyer. Competition, among the sell-
ers on the one hand, and among the buyers cn the other, decides
the question of the price at which the commodity is to be sold. The
price of a commodity, therefore, does not always correspond to its
value. The price is sometimes higher, sometimes lower than the
value of the commodity. The value, however, always remains the
centre or axis about which the price oscillates.

If more of a commodity has been produced than there is a
‘demand for, then the supply exceeds the demand and its price falls
below its value. When the price falls below the value it means that
the producer of the given commodity will not be,‘r‘epaid for all the
labour he has expended on it. It will therefore pay him better to
produce some other commodity for which there is more demand.
‘The production of the first commodity will be curtailed. But then
the relation between supply and demand will become more advan-
tageous for this commodity, and after a while its price may rise
again to the level of its value and even higher.

Only in this way, by means of continuous fluctuations, is the law
of value realized. Commodities sell at their value only in the event
of supply exactly equalling the demand. This happens, however,
only as a rare exception.

“The theory of value assumes and must assume an equal sup-
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ply and demand, but it does not assert that such an equality is
always fo be observed or can be observed in capitalist society.” *
The law of value appears as a blind force of the market. Yvery

individual producer must submit to this blind force. As Marx ex-
presses it, this force acts like the falling of a house. This means that
the individual producer can never know bheforehand what the all-
powerful market will require of him. The law of values acts behind
the back of the individual producer. Commodity production is
characterized, as we have seen, by anarchy, i.e., by the absence of
any order, any conscious plan for society as a whole. The law of
values acts as an impersonal, unconscious power in a soc1ety where
anarchy of production prevails.

From the preceding chapters we already know that commodity

production did not come into existence at once in its developed
form. On the contrary, exchange only gradu-
ally undermines and destroys the previous
natural economy. The change from natural
economy to commodity economy is pro-
longed over many centuries.

Under developed commodity economy one commodlty is not
exchanged directly for another. Commodities are bought and
sold, they are converted into money. The form in which their
value is manifested is money. However, in order to understand
the monetary form of value, we must acquaint ourselves with the
less developed forms, corresponding to the earlier stages of - de-
velopment of commodity production and exchange.

When production still has a primarily natural character, and
the exchange is effected by chance, we have the elementary, single,
or accidental form of value. One commodity is exchanged for
another: the skin of an animal, let us say, is exchanged for two
spears. Those distinguishing features, which become prominent
when exchange and commodity production have reached their
utmost development and expansion, are already contained in
embryo in this still completely undeveloped form of value.

The development
of exchange and
the forms of value

In the given instance, the simple form of value serves as an

expression of the value of the skin, receives its expression in the

* Lenin, Collected Works, Vol. 11, “Articles on the Question of the Theory
of Markets,” p. 407, Russian ed.
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form of two spears. We see that the value of the skin is not ex-
pressed directly, but only relatively, in relation to the value of
two spears. Two spears serve here as the equivalent of one skin.
The value of the skin is expressed by means of the nse value of
two spears. Lo ' ' o

Thus we see here that the use value of one commodity (two
spears) serves as an expression of the value of another commodity
(a skin). The value and the use value are divided as it were, the
value is separated from the use value. Here the skin figures only
as the value, the two spears only as the use value. The value of
the skin becomes, so to speak, separa’tedi from its use value and is
equated to another commodity. From this the conclusion can
be drawn that the value of a commodity cannot be expressed in
terms of itself alone, 1o express this value there must be the bodily
form of another commodity, an equivalent.

Even in the simple form of value the distinguishing feature of
the commodity equivalent is that the use value of this commodity
serves as the expression of its opposite—value.

“The body of the commodity that serves as the equivalent
figures as the materialization of human labour in the abstract
and is at the same time the product of some specifically useful
concrete -1abour.” *

Accordingly concrete labour serves here as the expression of
abstract labour, individual labour—as the expression of social
labour. )

The simple form of value exists only so long as exchange bears
an absolutely single, accidental character. As soon as exchange is
somewhat more widely developed, this form of value changes into
the total or expanded form of value in which not two commod-
ities, but a much wider circle of commodities, are equated to each
other. In this form each commodity can be exchanged not only
for another commodity, but for a whole series of commodities.
For example, the skin can be exchanged not only for two spears,
but for a pair of shoes, for an oar, for a piece of cloth, or for a
sack of corn. The total or expanded form of value will, therefore,

appear as follows:

* Marx, Capital, Vol. 1, p. 27.
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2 spears
1 pair of shoes
1 skin==19 1 oar
1 piece of cloth
1 sack of corn, etc.

We have this form of value when some product of labour, cattle
for instance, is habitually exchanged for various other commod-
ities, not as an exception but as a-general rule.

The expanded form of value is a further stage in the develop-

- ment of the form of value. The value of one commodity is ex-

pressed in different commodities, belonging to different owners
of commodities. The division between value and use value is here
made still more evident. The value of the skin is here opposed
to its nse value as something common to a series of other com-
modities.

However, even the expanded form of value does not satisfy the
demand, which grows with the development of exchange.

The development'of exchange makes the shortcomings of this
system of exchange more and more manifest. These shortéomings
are done away with by the next, more developed form of value,
namely, the general form. The general form of value naturally
grows out of the total, or expanded form. In the expanded form
of value one commodity is most frequently exchanged, and there-
fore its value is expressed in a whole series of other commodities.
Let us suppose that this commodity is cattle. Let us say that one
ox is exchanged for one boat, for three pairs of shoes, for three
sacks of corn, for twenty arrows, etc. We have only to reverse
this series of exchange relations and we will have the general or
universal equivalent form of value, as follows:

1 boat

3 pairs of shoes

3 sacks of corn
- 20 arrows, ete.

=1 ox

In the universal equivalent form of value, the value of all com-
modities finds expression in one and the same commodity. The

5 Leontiev e
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commodity which expresses the value of the other commodities
serves as the universal equivalent. This commodity is readily taken
in exchange for any other commodity. Thus the incornvenience
which accompanies the total or expanded form of value is elimin-
ated. Here the separation of value from use value becomes still
greater. All commodities express their value in a single commod-
ity. It becomes the function of one commodity to express the value
of all other commodltles The entire world of commodities is split
into two opposite groups: the universal equlvalent by itself makes.

ities.

moiney form the particular social function, i.e., the expression of

the value of all commodities, is embodied in one particular com--

‘qr o ROR L] . . . » . . :
modity. This commodity, gold or silver, is pre-eminent in the com-

modity world. Before it becomes money, gold must first be a-

commodity. But, having become money, gold acquires a number
of new properties in connection with its role as mioney:
Value is a specific social relation between persons which is

expr essed as a relation between things. Thé value of a commiodity -
cannot be expressed in terms of itself. It can only be expressed

with the help of another commodlty The exchange relation

between one commodity and another, or its exchange value, serves
as the expression of its value. We have seen the development of”’
the form of value from the simple to the money form. The devel-'
opment of the form of value is linked with the development of '

the contradictions which are inherent in commodities. The con-
tradictions between use value and value emerge more and more
clearly in the process of the development of exchange and the
corresponding forms of value. In money this contradiction is
expressed most fully. Money becomes the one and universal means

of the expression of value. All other commodities ¢ounterbalance:,

money . as use. values.

one group, and the other group consists of all the other commod-

. The -money form of value. dlffers only slightly from the uni-
versal form. When the precious metals—gold and silver-—definite-,
ly become the fixed universal equivalent, we have the transition:
from the universal form of value to the money form. In the:

. rEsge

-
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Under planned socialist production it is clear to every worker

that he is p‘lrt of an organized body. Under socialism the produe-
tion relations between people become clear and:
obvious. The connection between each individual
worker and enterprise and all other workers and
enterprises is self-evident and clearly understood.
It is not so in a society where commodity production prevails.
With commodity production the. production relations between
people appear as relations between things. When a cobbler sells
a pair of boots he has made and with the money this obtained
buys bread at the baker’s for himself and his family, we have
a definite production relation, a definite connection, between
peéople according to production. The bread baked by the baker
serves the needs of the cobbler, and the boots made by the cobbler
will perhaps go to the baker. It follows, thereforeé, that the work
of the baker is needed to satisfy the needs of the cobbler; the
work of the cobbler is needed to satisfy the needs of the baker.
Thus there is a definite connection between the cobbler and the
baker, a definite relation according to production. But how is this
connection revealed? In what is it expressed? We have already
seen. It reveals itself in the process of exthange. Commodities are’
objects that change hands from one producer to another. Bread
goes from the baker to the cobbler. Boots go from the cobbler to
the merchant and from the merchant to the same baker. However,
commodities do not simply change hands. Everyone knows that
the cobbler gives up the boots he has made only after he has re-
ceived a corresponding amount of money for them—their price.
The baker acts in exactly the same way. Thus, under the system
of commodity production, production relations among people are
revealed as the movement of things—commodities.

Value is the relation between persons who produce commodities.
But this relation presents itself as a relation between things—
comiodities. This production relation is concealed by a material
cover, hidden behind the movement of things. The. value of a
commodity seems just as natural a property of the commodity as,
say, its colour or weight; it is said, for instance: this bread weighs
half a pound and is worth five cents. A commodity becomes a very
puzzling thing. The fate of the producer is closely tied up with
that of his product. If our cobbler cannot sell the boots he will

Commodlty
fetishism

5
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stay without bread. If the price of boots falls—he can buy so
much less bread. Why cannot the cobbler sell the boots, or why
does he get less for them this time than he got before? The cause
lies in the changes which have taken place in the economic life,
in the production relations of people in capitalist society, say a
crisis has come, or the workers are buying boots more seldom
because of a reduction in wages. The real cause will, however,
long remain unknown to the cobbler and when he does find it out
it will generally be in a distorted way. For the connection between
the cobbler and the rest of the producing world is cenfred in his
commodity——boots, in their value which is realized on the market.

The fact that under commodity production the relations between
persons according to production acquire the appearance of rela-
tions between things—commodities—and that commodities, hence,
acquire peculiar social properties, we call commodity fetishism
(fetishism generally is the worship of imaginary, supernatural
properties ascribed to an object—a fetish). Under capitalism all
production relations between persons in society are hidden under
a cover of things. All production relations between persons under
capitalism appear as relations between things, ‘as relations con-
nected with things. This masks the real meaning of capitalist
relations, veils them, hides their real character, gives them an
illusory appearance, That is why it is very important to unmask,
to understand, the puzzle of commodity fetishism that permeates
all relations under capitalism.

Marx was the first to solve the riddle of commodlty fetishism.
Marx was the first to reveal the social relations between persons,

where up to his time only the mysterious plopertles of things had

been seen. He was the first to show that value is a social relation
between people in the commodity production system.

“Political economy begins with commodities, begins with the
moment when products are exchanged for one another—whether
by individuals or by primitive communities. The product that
appears in exchange is a commodity. Tt is, however, a commod-
ity solely because a relation between two persons or communi-
ties attaches to the thing, the product, the relation between pro-
ducer and consumer who are here no longer united in the same
person. Here we have an example of a peculiar fact, which runs
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through the whole of economics and which has caused utter con-
fusion in the minds of the bourgeois economists: economics deals
not with things but with relations between persons and in the
last resort between classes; these relations are, however, always
attdched to things and appear as things. This inter-connection,
which in isolated cases it is true has dawned upon particular
economists, was first discovered by Marx as obtaining for all
political economy, whereby he made the most difficult questions
so simple and clear that now even the bourgeois economists will
be able to grasp them.” *#

Nowadays it seldom happens that onc commodity is directly
exchanged for another. The producer usually sells the commodities

he produces for money, and for the money
The role of money .4jized buys the commodities he needs. Why
::l(:niﬁfo E%Ste;l;o.gfw_ then do we speak of the exchange of com-
tion y modities? The fact is that money here really

acts as an intermediary in' the exchange of
commodities. The capitalist sells his products and gets a definite
sum of money for them. But he is not interested in this money as
such. Ile néeds this money to buy new raw material and ma-
chinery, to hire workmen, to expand production.

The exchange of commodities thlough{the medium of money is,
however, radically different from the direct exchange of commodi-
ties. The introduction of money leads to a further growth- and
development of the contradictions inherent in commodities.

Money is not introduced by consent or agreement, it comes into
use spontaneously. Only with the aid of money can the all-sided
social connection established between the separate individual pro-
ducers under the commodity production system be realized.

The contradiction between concrete and abstract labour, as
we have seen, is expressed in the contradiction between the use
value and the value of a commodity. With the introduction of
money a further development of this contradiction takes place.
The commodity acquires the twofold character of commodity and
money. When exchange takes place by means of money, the
owner of the commodity receives in exchange for it money which
incorporates the value of the commodity.

The value of the commodity is now expressed in its price, i.e.,

* Engels, Ludwig Feuerbach, Appendix, pp. 99-100, Moscow, 1934.
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in a definite amount of money. It is not enough that the commeodity

has been produced—it must be exchanged for money. It must be

sold, its price must be realized. If it cannot be sold—-it means the
producer has laboured in vain. '

Money is a universal commodity, the universal equivalent. Money
is the embodiment of value, the embodiment of abstract labour.
Money is the stamp with which the market puts its label of social
recognition on commodities, transforming them from products of
private labour to those of social labour. .

But in this there already lies the danger that the products of one
or another producer may not be converted into money. If it prdves
impossible for the commodity producer to convert his commodity
into money it means his private, individual labour has not become
a part of social labour. This means that due to the anarchy prevail-
ing in production’ he has futilely spent his labour, raw material
and tools on the production of a commodity which cannot be sold.
It is clear that in money, commodity fetishism is even more acﬁtely
apparent, In capitalist commodity production all social production
relations are, as Marx points out, gilded or silvered. Supernatural
powers are ascribed to money. Being a product of social develop-
Tnent money acquires an altogether extraordinary force and power
in this society.

“Being the highest product of the devel‘opment of exchangé
and of commodity production money masks and hides the social
character of individdal labour, the social tie between the various
producers whom the market brings together.” * 7

Money plays an important part in the transition from small-scalé
c.ommodity production to capitalism. The bosses who have grown
rich, acquiring their wealth by hook or by crook, amass it }n the
form of money. Capital first originates in the form of money.

_ Money has a number of functions in commodity economy. Every
commodity is sold for a definite sum of money. This sum of
The functions money i§ c.alled the price of the commodity.
of money Thus, price is value expressed in terms ¢f money.
The value of a commodity is measured by money.

The measurement of the value of a commodity in money is

* Lenin,.Marx-Engels-Maﬁiszﬁ, “Karl Marx,” p. 17.
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the premise of the exchange of the commodity, its purchase or
sale. Before a commodity can be: bought or sold, it is essential
to know its price. Thus money plays ‘the role of a measure of
value, , y B
The value of a commodity is determined by the working time
spent on its production. However, value cannot be expressed by
the socially necessary working time. In buying or selling a pair
of boots, for example, it is not said that the boots cost twenty
hours of labour but that they cost, let us say, $10. We have ex-
‘plained this previously. The value of a commodity x can be ex-
pressed only through the medium of another commodity. It is not
‘known beforehand whether the.time spent on the production of
the boots will actually be taken into account. Perhaps, if the
‘market is flooded, the boots will be sold not for $10, but only
for $5. This would mean that the twenty working hours actually
spent on the production of the boots would have to be exchanged
for a product of only ten working hours. The price of a com-
‘modity is constantly fluctuating round its value, these fluctuations
‘manifesting themselves in the fact that the cost of a commodity
may be first above, then below the value, or vice versa.

To be a measure of value, money itsglf must be a commodity
:and. possess value. One cannot, for example, measure weight by
means of an object which has no weight. But must money actually
be present when the value is measured? Obviously not: We can
evaluate an enormous number of commodities without having
a cent in our pockets. Money fulfils, its function as a measure of
value theoretically, as ideal money. From this it is clear that the
question of the amount of money also plays no part-in this funec-
tion. . .

The decisive moment for a- commodity comes after it is priced
in money. It must be sold, i.e., exchanged for money. An exchange
of goods accomplished by means of money is called the circula-
tion of commodities. It is clear that the circulation of commodities
is inseparably linked up with the circulation of money itself.
When a commodity goes out of the hands of the seller into the
hands of the buyer, money goés out of the hands of the buyer
into the hands of the seller. Here money - plays the part of the
ameans of circulation, or the means of commodity turnover.

To fulfil the role of the means of circulation, money must
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actually be present. Here it emerges not as ideal money, but as
real’ money. Everybody knows that you cannot buy a pinch of
snuff’ with “ideal money.” You can imagine a million dollars but
_you will not be able to buy anything with your imaginary million,
whereas with every really existing dollar you can obtain a com-
modity of corresponding value.

In one important respect the requirements for the means of
circulation are different from the requirements for the measure
of value. To be the means of circulation, money must not neces-
sarily possess a value of its own. In all probability the seller of
the commodity takes money in exchange not for the sake of any
value of its own, but in order to change it in its turn for another
commodity, i.e., to buy another commodity. While it is serving
as the means of exchange, money does not lie in the pockets of
individual persons, it continues its uninterrupted movement in
the direction of the inverse movement of commodities. Consequent-
ly, money here plays only a transient part. This is precisely why
full value money—gold—can be replaced in this function by its
substitutes, or symbols of itself. Such substitutes for gold are banlk
noles, paper currency, silver and copper coins without full value,
etc. These substitutes for gold (or tokens of value) have either
no value at all, or much less than that which they represent. As

the moon shines with the reflected light of the sun, they reflect

the value of the real money—gold. :
To fulfil the function of the means of circulation a definite
amount of money is required. In order to sell a commodity wortl:
a thousand dollars, there must actually be not any sum of money,
but precisely the thousand dollars. On the other hand, this same
thousand dollars which is paid for the given commodily can
afterwards serve as the circulating medium for other commod-
ities worth a thousand dollars. But commodities are bought and
sold in many places simultaneously. Therefore, the amount of
money necessary at a given moment depends on the sum total
of the prices of all the commodities in circulation; the sum total
of the prices in its turn depends on the quantity of commodities.
in circulation and on the price of each individual commodity.
The amount of money that ‘will be needed, for example in the
course of a year, depends not only upon these two quantities, but
also upon the rapidity of the currency of money: if the circula-

e
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tion takes less time, less money is needed for the process of cir-
culation, and vice versa. ‘

The twofold nature of commodities—as goods and as money—
opens the way for the further development of the contradictions of
commodity production. When commodities are exchanged directly
for each other a sale is at the same time a purchase. Money makes
it possible to separate the sale from the purchase. The commodity
producer can sell his goods and for a time keep the money realized.
However, when many producers try to sell without buying, this
results in an obstruction in the market. Money thus already opens
the way for crises, while the further development of commodity
production and its transformation into capitalist production make
crises inevitable,

When the commodity owner has sold his cominodity, he often
puts aside the money he has received. Money is the “universal
representative of material wealth.” * In the capitalist world,
money can be-converted at any moment into any ¢commodity. The
difficulty is to convert the commodity into money ahd not the
money into a commodity. Therefore money is the best nieans of
accumulation, or the means for amassing great wealth. Under
capitalism the passion for profit knows no bounds. The thirst for
enrichment acts as a spur towards the accumulation of the great-
est possible amount of money.

In its role as the means of amassing wealth, money must be
money in the full sense of the word. For this it must possess
value of its own, just as for the fulfilment of its function as a
measure of value. At the same time it must always be present
in its real aspect: one cannot accumulate money which is merely’
ideal, one can only accumulate that money which really exists.
Thus it must also possess that property which it possesses in its
function of circulating medium. :

In developed capitalist society a man who accumulates money
merely out of a passion for accumulation is rarely met with.
The man who hoards money or simply amasses wealth in its
money form is characteristic of the earliest stages of capitalism.
The capitalist entrepreneur fis no longer blinded by the golden
glitter of money. He knows that in order to increase his wealth

* Marx, Capital, Vol. I, p. 109.
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he must extend his production, his turnover, he must extract-more
unpaid labour from his workers. However, even modern capital-
ism (or the bank that serves it) must from time to time engage
in the,accumulation of money. To extend production it must have
a_definite sum of money which it must spend all at once. In the
course of a certain time it accumulates this .sum.

Moreover, money functions also as a means of payment. Selhng
" and buying are frequently accomplished on credit. The purchaser
buys a commodity and pays its price only after a fixed time.
This function of money reflects a further wide development in
exchange. The link between individual commodity producers
becomes stronger. Their interdependence increases. Now the buyer

becomes the debtor, the seller is transformed into the creditor.

When the time approaches for payment the debtor must obtain
. the money regardless of all else. He must sell his commodity so
" as to be able to pay his debt. What will happen, if he cannot find
a buyer and he cannot clear his debt? This will deal a blow not
only to his own production, but also to the production of his
creditor, who will not receive back that which he gave on credit.
In this way the possibility of crises, which is already inherent in
the function of money as a means of circulation, becomes still
more acute. '

The function of money as a means of payment introduces new
conditions into the law which determines the, quantity of money
needed for circulation. To those trends which ensue from the
function of money as the circulating medium are added new
trends arising from its function as a means of payment. Formerly,
the quantity of money needed to serve for circulation depended
on the sum total of the prices of the goods in circulation, and
the rapidity of the currency of the money. Now the following
new circumstances are added. First of all, from the total prices
of the commodities in circulation, it is necessary to subtract the
sum total of the prices of those commodities which are sold on
credit. On the other hand, we must add the sum total of the prices
of those commodities which were sold on credit but for-which
payment is due. Furthermore, we must take into cognizance the
sum total of the payments which balance each other because the
sellers and buyers of the various commodities are interconnected.

Finally, money plays the part of universal money. In the trade
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between individual states, gold is a commodity differing: from
all other commodities only in that it is accepted by everyone.
Therefore the equilibrium in the trade between various countries
is maintained by means of gold. Let us suppose, for example, that
England has exporied commodities to America to a greater value
than she has imported from America. Then America must trans-
fer a quantity of gold to England to compensate for the difference.

It is customary to replace gold by bits of paper which represent

"it. If this paper money is issued in quantities not greater than is

necessary for commodity circulation, if it can be freely exchanged
for gold, then its purchasing power is stable. Capitalist govern-
ments, however, often issue a greater amoiint of paper money to
cover their needs, particularly during wars and all kinds of catas-
trophes. Then money is devaluated. At the present time, when
capitalism is experiencing the severest crisis, a number of bour-
geois governments have taken this step. At first money was in-
flated in a number of secondary countries but soon the greatest
capltahst governments, England and the U.S.A., went the same

way.

The social connection between individual producers of capitalist
commodity-producing soeiety is veiled, befogged. This social con-
nection is manifested in the exchange of
commodities. In commodity production la-
bour acquires the form of value. Commodi-
ties are exchanged accor ding to their value,
i.e., in accordance with the amount of the
socially necessary abstract labour embodied (congealed) in them.
All the contradictions inherent in capitalist commodity production
are to be found in embryo,in commodities, in their value, in the
exchange of commodities.

The law of walue—
the law of motion
of capitalist com-
modity production

“Marx, in his Capital, at first analyses the simplest, the most
ordinary, fundamental and commonplace thing, a relation that
has a mass appearance and is to be observed billions of times
in bourgeois (commodity) society: the exchange of commodities.
In that simple phenomenon (in that ‘cell’ of bourgeois society)
the analysis reveals all the contradictions (respectively the em-
bryos of all contradictions) of modern society. The subsequent
exposition shows the development (both growth and movement)
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of these contradictions and of this society in the X * of its parts,
from beginning to end.” **

The law of value is the law of motion of capitalist commodity
production. This miotion appears in the form of a further develop-
ment of the contradictions, the germs of which are inherent in
value. These contradictions are manifested most sharply during
crises. Anarchy of production, characteristic of the capitalist com-
modity producing system, appears in its most naked form during
crises. The contemporary capitalist crisis bears the most eloquent
evidence of this. During a crisis, the contradictions between the
productive forces and the production relations, contradictions
which draw capitalism ‘towards its inevitable doom, stand out
sharply. : .

With the historical development of commodity production and
its transformation into capitalist production, as capitalism develops
further, the contradictions inherent in commodities and value grow
and become more complex. The growth of the contradictions in-
herent in commodities reflects a gigantic historical stride of cap-
italist development.

“Marx traced the development of capitalism from the first
germs of commodity economy and simple exchange, to its high-
est forms, to large-scale production. *#%*

Showing how Marx traces this great historical process of devel-
opment, embracing many centuries, Lenin also shows how the con-
tradictions originate, the germs of which already exist in com-
modities:

“Where the bourgeois economists saw a relation of things (the
exchange of one commodity for another) Marx revealed a rela-
tion between men. The exchange of commodities expresses the
connection between individual producers by means of the mar-
ket. Money signifies that this connection is becoming closer and
closer, inseparably combining the entire economic life of the in-
dividual producers into one whole. Capital signifies a further
development of this connection: the labour power of man be-
comes a commodity. . . .

* Greek letter used in mathematics to indicate the term sum.
##% Lenin, Marx-Engels-Marxism, “On Dialectics,” p. 209.
##% Jbid., “The Three Sources and Three Component Parts of Marxism,” p. 53.
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“Capital, created by the labour of the worker, presses upon
the workers, ruins the petty owners and creates an army of un-
employed. . . . '

“By beating petty production, capital leads to the increase of
the productivity of labour and to the establishment of a mon-
opoly position for associations of the biggest capitalists. Produc-
tion itself becomes more and more social; hundreds of thousands
and millions of workers are linked up in a systematic economic
organism, but the product of the collective labour is appropriated
by a handful of capitalists. Anarchy of production, crises, a

furious hunt after markets, and the insecurity of existence for the

g

masses of the population, are on the increase.

The development of the contradictions of capi‘talis:rri, at the éalne
time, lays a basis for the final friumph of the proletariat.

“Capitalism has been victorious all over the world,” writes
Lenin, “but this victory is only the eve of the victory of labour
over capital.” ¥

REVIEW QUESTIONS
1. What is the difference between natural‘ production and com-
modity production?
. What determines the value of a commodity?
. What labour is called socially necessary labour?
, What is the difference between concrete and abstract labour?
. What is the role of the market in the commodity production 7
system? ) ' I
. How does the law of value act? . )
. How does capitalism differ from simple commodity production?
. Can commodity production exist without money?

SR W N
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* Ibid., pp. 52-3.
**+ Ibid., p. B3.



CHAPTER 1V

The Essence of Capitalist EXploitation

The explmtatzon of the working class by the bourgeoisie prevails
in all capitalist countries. The working class and the bourgeoisie—
these are the two basic cldasses facing each
.How the'workers other in every capitalist country. We must
?,.I'evexpl(_)l‘ted’ by cap- study the conditions. that make. it possible
ital, -Labour power—
a commodity for the bourgeoisie to appropriate the fruits,
of the labour of the worker. We must un-
derstand the secret of capitalist explmta’uon, which was- revealed
by the great teacher of the p1oletar1at—Marx
What is the secret of capitalist exploitation?: How does it come
about? What is the secret of the enrichment of the capitalists? By
what invisible chains is the worker fettered to his exploiter? Why
does one class grow rich on the impoverishment of the other?
Marxian theory gives a clear and precise answer to every one of
these questions. The Marxian teachings explain to us the inner

structure of the capitalist world, uncover all the inner springs of -

its development and its inevitable collapse.’

* In a previous chapter we have studied simple commodity pro-
duction and its basic law—the law of value, Simple commodity
production inevitably produces capitalist elements in its midst.
Simple commodity production grows into, is transformed into,
capitalism. The law of value is the law of the development of com-
modity production. This development leads to capitalism. Together
with this development also grows the power of the elemental law
of value.

What is capitalism? Lenin answers this question as follows:

‘ “Capitalism is commodity production at the highest stage of
evelopment, when lab0u1 power itself becomes a commodity.” #

#Lenin, Imperialism, the Highest Stage of Capitalism, Chap. IV, p. 59.
Moscow, 1934.
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" Under commodity production things are produced not for im-
mediate use but for exchange, for the market, for sale. The law:
of value governs production and exchange of commodities. Com-
modities are exchanged in accordance with their value, i.e., in
accordance with the quantity of socially necessary labour needed to
produce them.

Capitalism does not abolish commodity production and its laws.
On the contrary, under capitalism commodity production reaches
its highest stage of development. Under capitalism the laws gov-
erning commodity production enforce their rule to an even greater
extent. Hence the laws of capitalist production are based upon the
laws of commodity production and primarily upon the law of value.

“Capitalist production is marked from the outset by two pe-
culiar traits,” says Marx. “1) It produces its products as com-

. modities. The fact that it produces commodities does not dis-

'tlnGmSh it from other modes of production. Its peculiar mark
is that the prevailing and determining character of its products.
is that of being commodities. This implies, in the first place, that

_ the labourer himself acts in the role of a'seller of commodities, as

. a free wage worker, S0 that wage labour is the typlcal character

~ of labour. . . ., !

. “9) The other speeific mark of ‘the capitalist mode of produc-
tion is the production of surplus value as the direct aim and
determining incentive of production. Capital produces essentially
capital, and does so only to the extent that it produces s%rplus'
value.” # ‘

The framework of commodity production expands under cap-
italism. A new commodity appears, which did not exist under the
system of simple commoeodity production—labour power. What sort
of commodity is this?

Marx answers this question as follows:

“By labour power or capacity for labour is to be understood
the aggregate of those mental and physical capabilitiés existing
in a human being, which he exercises whenever he produces use
value of any description.” *%*

* Marx, Capital, Vol. 111, pp. 1025-26, Charles H. Kerr & Co., 1909."
** Ibid., Vol. 1, p. 145.
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In other words, labour power is man’s capacity for labour, his
capacity for productive activity.
Marx says:
“The capitalist buys labour power in order to use it; and
labour power in use is labour itself.” *

Under capitalism labour power becomes a commodity. But is
labour power always a commodity? By far not alv.vays, of course.
Take the petty producer. He works on his own strip of land or in
his own workshop himself. He sells his produce, but he d9es not
sell his labour power. He uses his labour power hirr.rself. It is .clealr
that he can do this only so long as he possesses his own S'[I‘l.p of
land or workshop. Take away his tools or bench from the artisan,
take away the strip of land from the petty farmer—and tpey can
no longer apply their labour power in their own undertaking.

What then remains for them to do? In order not to starve they
are compelled to apply for work to the capitalist who owns jche

. factory, the land, the plant or the railroad. But what does hiring
out to a capitalist mean? It means—selling one’s labour power.

We thus see that definite conditions or prerequisites are necessary
for the rise of capitalism. It is necessary. for some men{bers of
society to have in their hands all the means of production {or
sufficient money for the purchase of these means) and on the other
hand, jt is necessary that there should be a class of people who
are forced io sell their labour power.

“’I‘he historical prerequisites to the genesis of capital are: first,
accumulation of a considerable sum of money in the hands of
individuals under conditions of a comparatively high devel(.)p-
ment of commodity production:in general, and second, the exist-
ence of workers who are “free’ in a double sense of the term: fre.e
from any constraint or restriction as regards the sale of their
labour power; free from the land or from the means of prc.)duc-,
tion i general, i.e., of propertyless workers, or ‘proletarlans',
who cannot maintain their existence except by the sale of their

labour power.” ¥#

# Ibid. N
#% Lenin, Mara-Engels-Marxism, “Karl Marx,” p. 18.
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Capitalism arises on the ruins of the preceding social order—
the landlord (feudal) economy. Capitalism grows on the soil of
petty commodity production. Capitalism effects
a radical transformation of the previously exist-
ing social relations.

How did the capitalists really get rich? At the beginning of the
capitalist era, some three or four hundred years ago, the then fore-
most European countries (Spain and Portugal, Holland and Eng-
land) had developed a wide overseas trade. Intrepid travellers dis-
covered routes to the distant and rich countries of the East—India
and China; America was discovered. The invention of gunpowder
made it easy for the Europeans to overcome the resistance of the
native populations of these countries. All America was turned into
a series of colonies. The robbing of the richest overseas countries
was one of the most important sources of primitive accumulation
of European capital, especially English. Another source was war
among the countries of Europe itself, and the pillage of the van-
quished countries. Finally the robbing of the people of their own
country by means of usury, robbing by means of overseas trade
at usurious prices, and partly direct robbery (especially piracy) are
not the least important methods employed in the history of the
birth of capital.

But the accumulation of wealth is only half the problem the
solution of which is necessary for the appearance of capitalist pro-
duction. The second half is the obtaining of a' sufficient number of
free hands. : . \

No man will go to work for a capitalist so long as he has the
possibility of working independently. It is necessary to take away
the means of production from the petty producer in order to com-
pel him to take to the market all that remains to him--his labour
power. Another necessary condition for wage labour is that people
must be personally free so that they.can move freely from place
to place, so that they can freely dispose of their labour power,

‘These conditions did not exist under serfdom, which prevailed
everywhere in Europe. That is why capitalism destroys the previ-
ously existing serfdom. :

But it is not enough for the interests of capital to free the peas-
ant—he must also be placed in a position where he is. compelled
to look for work at the enterprises of the capitalist. True, capital

Primitive
accumulation

6 Leontiev e
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obtains a certain number of wage labourers from among the
artisans and handicraftsmen it ruins, but this number is insuf-
ficient—new enterprises demand vast masses of workers. More-
over, capital must ailways have a reserve of a certain number of
workers, as we shall see later.

Hence, simultaneously with the “liberation” of the peasantry
from serfdom, another, no less important “liberation’ is effected.
The peasant is “liberated” from the land on which he worked. To
the peasant is left' (and generally, he must buy it, at that) only
that portion of the land which fed him under the landlord. Tnsuf-
ficiency of land drives the peasantry into the claws of capital.
“Excess” labour leaves the village and constitutes the reserve army
of wage labourers at the disposal of capitalist industry.

Thus primitive accumulation creates the necessdary prerequisites
for the rise of capitalism, It creates the necessary conditions with-
out” which - capitalism cannot exist. We have already seen what
these conditions are. They are, on the one hand, accumaulation of
wealth in the hands of a small portion of society and, on the other
hand, the transformation of a vast mass of workers into proletar-
iané,having no means of production and therefore compelled to
sell their labour power. Primitive accumulation thus effects the
separation of the producer from his means of production. This
separation is brought about by the cruellest methods of robbery
and plunder, murder and violence, After these conditions for the
rise of capitalism have been created they further entrench them-
selves by the very process of capitalist production. When workers
bend their backs at a capitalist factory they multiply the wealth
of their exploiter. But they themselves remain the same dis-
possessed proletarians compelled to sell their labour power.

At first capital emerges in the form of money. Therefore money
plays a prominent part in the transition from small-scale produc-
tion to capitalism.

At a certain stage of the development of
commodity production money is trans-
formed into capital. The formula for commodity circulation used
to be C (commodity)—M (money)—C (commodity), i.e., the sale
of one commodity for the purchase of another. The general for-

The transformation
of money into capital
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mula for capital is the reverse of this, M—C—M, i.e., buying for
the purpose of selling (at a profit). _

- What is the difference between these two formulae? The for-
mula C—M-—C is characteristic of simple commodity produc-
tion. Here one commodity is exchanged for another. Money serves
only as a medium of exchange. Here the purpose of the exchange
is clear—the shoemaker, let us say, exchanges his boots for bread.
One use value is exchanged for another. The commodity pro-
ducer hands over the commodity which he does not need and re-
ceives in exchange another commodity which he needs.

The formula for the circulation of capital is of an entirely dif-
ferent character. The capitalist goes to the market in possession of
a certain sum of money. The point.of departure here is not the
commodity, but money. With his money the capitalist buys cer-
tain commodities. However, the movement of capital does not end
with this. The commodity of the capitalist is converted into money.

~ Thus the starting point and the finishing point of the movement

of capital coincide: the capitalist'had money in the beginning and
he has money in the end. But, as is well known, money is always
the same, it does not differ quahtatlvely, it differs only quantita-

tively. Money is unlike other commoditiés which are distingnished

by their great qualitative diversiveness. Thus the entire movement
of capital would be quite absurd if at the end of the movement
the capitalist had only as much. as he had at first. The whole
reason for the existence of capital, the whole meaning of its move-
ment, is that at the end of this movement more money is with-
drawn from circulation than was put in at the beginning. The
goal of capital is the extraction of profit. Its formula is not selling
in order to buy again, as in the case of the simple commodity
producer, but buying in order to sell and extract profit.

But in what way is this profit obtained? If the capitalist buys
any ordinary commodity with his money and then sells it above
cost price, he enriches himself, but only at the expense of other
capitalists—either at the expense of those whom he tricks by buy-
ing the commodity and not paying its actual price, or'at the ex-

- pense of those to whom he sells. the commodity for more than

its price, or at the expense of both. But the capitalist class cannot
prosper by cheating itself, by the mutual tr ickery of the individual
capitalists. Then how is profit obtained? Obviously, the capitalist
6%
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who goes to the market with his money must find a commaodity
of a special kind. It must be a commodity that creates value while
it is being used. And under capitalist conditions there is such a
commodity. This commodity is labour power.

Under commodity economy every commodity is sold at its value.
What does the worker sell? He sells his labour power, which is
essential for the capitalist to conduct his
enterprise.

But we know that every commodity has
its value and that this value is determined
" by the labour time necessary to produce this commodity. What is

the value of that commodity which the worker sells—the com-
modity, “labour power’?

It is perfectly evident that a person can work only when he is
able to maintain his existence: feeds and clothes himself, and has
a place to rest his head. It is understood that a human being can
perform work only when he satisfies his wants, at any rate his
most elemental needs. If a worker is hungry, if he has no clothes,
he becomes unfit for work, he loses his labour power. It can
therefore be considered that the production of labour power con-
sists in the satisfaction of the most elemental needs of the worker.

But we also know that all those things which go to-satisfy the
needs of man (food, clothing and shelter) are commodities under
capitalism and cannot be obtained free of charge. A definite quan-
tity of labour is spent in producing them and this determines their
value. Thus the value of the commodity called “labour power” is
equal to the value of those commodilies the worker must consume
in order to maintain his existence and that of his family, in order
to recuperate his labour power and to secure future labour power
for the capitalists.

Buying and selling
of labour power
and its value

“The value of labour power is determined by the value of the

necessaries of life habitually required by the average labourer.”* -

But the value of these commodities depends on the labour neces-
sary to produce them.

In other words, the value of the commodity called labour power
is determined by the quantity of labour necessary to produce this

* Marx, Capital, Vol. I, p. 527.
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peculiar commodity, while this commodity, as we have already
said, consists of the food, clothing, etc., consumed by the W01ker
It is this value of the commodity called “labour power” that is
paid for by the capitalist in the form of wages.

The capitalist owns a plant: buildings i which there is machin.
ery, warehouses in which there are raw material and fuel, all kinds
of auxiliary material. All this is dead without human labour.
Therefore a capitalist hires workers. With this he buys the last

. commodity necessary. Now everything is in order. Production can

begin., The workers begin to work, the enterprise is started, the
machinery is in motion.

Having hired the labourer, bought his labour power for a defin-
ite time, the capitalist makes him work. In this lies the entire pur-
port of his purchase of labour power. '
' One must not confuse labour power with labour. Labour power
and labour are not one and the same thing. Labour power is the
ability of people to work. Labour is- the creator of value, but it .
cannot itself become a commodity.. The commodity is labour
power.

We know that there is a distinction between, say, a locomotive
and the motion of the locomotive. The locomotive may stand still
at a station. In this case there is a locomotive but there is no
motion. But the locomotive possesses the ability to move; when
necessary it begins to move, In the same way labour power may
remain unused, if its owner is unemployed, for instance. But inas-
much as the unemployed worker still has labour power, provided
he has not fallen ill or does not drop from hunger, he may at a
suitable moment begin to work just as the locomotive may begin
to move after a long stop.

The price of a commodity, as we have already seen in a pre-
vious chapter, may be above or below its value. However, unlike
most other commodities, with respect to labour power there is
always a tendency for the price to stay below its value. This means
that the worker does not get a sufficiency of the means of subsist-
ence necessary to cover all his wants. If we say that the value of
Iabour power is determined by the value of the means of subsist-
ence necessary to maintain the existence of the worker, we do not
at all mean to assert that the worker always receives for his labour
power its full value. On the contrary, in the vast majorily of cases
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he is compelled to sell his labour power at a price below its value,
. However, even when the worker receives the full value of his
~ labour power, the capitalist gets surplus value from pr oduc‘uon and
thls serves as a source of enrichment to him, -

We: have already seen how commodities are exchanged at their

alue Now let us see how the value created by some people goes

into the pockets of others. :
What is the SOULCe  Siarting in business the capitalist pur-
of the capitalist’s chases everything necessary for production:
profits? A N ‘ )

machinery, raw material, fuel. He also buys
the necessary labour power by hiring workers. Production begins
at the factory: fuel is burned, the machinery operates, the workers
labour, the raw material is {ransformed into commodities. When
the commodities are ready, they are sold and with-the money ob-
tained the capitalist can begin the cycle all over again.

What is the value of the commodities thus produced? Their value
consists, first of all, in the cost of the commodities spent in their
production: the wear and tear of machinery, the fuel consiimed,
and the raw material used up. Let us assume that the value of all
this was 3,000 hours of labour. Then a new value enters, created
by the workers at the particular factory. Let us assume that 20
men worked 10 hours a day each for 5 days. It is easy to see that
by this they have created a value of 1,000 hours of labour. Thus
the full value of the new commodity which the capitalist-has is

3,000+ 1,000—4,000 hours of labour. - \

' The question now arises, what did this ¢ost the capitalist him-
self? Tt is quite evident that for the wear and tear of machinery,
for the fuel burned and for the raw material, the capitalist had to
pay their full value, i.e., a sum of money equivalent fo 3,000 hours
of labour. But in addition to this 3,000 hours of labour, 1,000 hours
of labour spent by the wage workers also entered into the value
of the new commodity. Did the capitalist also pay out to his work-
ers the equivalent of 1,000 hours of labour? Herein lies the solu-
tion of the whole secret of capitalist exploitation.

The capitalist pays the 20 workers the value of their Iabour
power for 5 days. That is, he pays them a sum sufficient to pro-
duce their labour power for- 5 days. It is easy to understand that
this sum amounts to less than 1,000 hours. The amounf of labour
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~ the worker spends at the factory is, of course, one thing; while the

value of the commodities needed to maintain his capacity to work
is qulte another. ’ ‘
. .the value of labour power and the value which that labour
powel creates in the labour process are two entirely different
magnitudes,” * says Marx.

To return to our example, we may assume that the value of the
labour power of one worker amounts to 5 hours of labour. Then
the capitalist will pay his workers a sum of money equivalent to
500 hours of labour.

Let us now total up. The capitalist’s xexpendltul es then amount
to 3,000+500==3,500 hours of labour. But the value of the com-
modities, as we have seen, was 3, 000+1, 000”—4 000 hours of
Iaboul

VVhe,re does the capitalist’s profit:come from? It is.now easy to
answer this question. The profit is the fruit of the unpaid labour
of the workers. This profit is the fruit of the
additional or, as it is called, the surplus
labour of the workers, who during 5 hours
of the day produce a value equal to their wages and during the
other 5 hours produce surplus value which goes into the pockets
of the capitalist. The unpaid portion of labour is thie source of
surplus value, the source of all profit, all unearned: increment.

Surplus. labsur and
surplus value

“The wage labourer sells his labour power to the owner of
land, of factories and instruments of labour. The worker uses
one part of the labour day to cover the expenditure for the main-
tenance of himself and his family (wages), and the other part
of the day he toils without remuneration and creates surplus
value for the capitalist which is the source of profit, the source
of wealth of the capitalist class.

“The doctrine of surplus value is the corner- q’[one of the eco-
nomic theory of Marx.” ##

*The Magxian doctrine of surplus value discloses the secret of
capitalist exploitation. That is why this teaching is an invaluable

_ *Ibid., p. 174. .
ok Lenln, Marz-Engels-Marxism, “The Thlee Sources and Three. Component

Parts of Marxism,” pp. 52-3.
/
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weapon in the hands of the proletariat struggling for the destruc-
tion of capitalism, for the creation of the new communist society‘.
That is why the bourgeoisie and its “learned” henchmen rage
against the Marxian doctrine of surplus value. That is why they are
continually trying to “refute” and to “destroy” this teaching,

The Marxian-doctrine of surplus value is based, as we have seen,
on his teaching of value. That is why it is important to keep the
Marxian teaching of value free from all distortion, because the
theory of exploitation is built on it. '

We can now sum up our investigation of the sources of enrich-
ment for the capitalists. This summary can best be made by citing
the concise and clear exposition of the teaching on surplus value
which we find in the works of Lenin:

j “Surplus value cannot arise out of the circulation of commodi-
+ ties, for this represents only the exchange ofiequivalents; it can-
not arise out of an advance in price, for the mutual losses and
gains of buyers and sellers would equalize one another; and
what we are concerned with here is not the individual but the
mass, average, social phenomenon. In order that he may be able
to receive surplus value, ‘Moneybags must . . . find . . . in the
market a commodity whose use value Ppossesses the peculiar
property of being a source. of value’ *—a commodity, the actual
process of whose use is at the same time the process of the
creafion of value. Such a commodity exists. It is human labour
power. Its use is labour, and labour creates value. The owner of
money buys labour power at its value, which is determined, like
the value of every other commodity, by the socially necessary
labour time requisite for its production (that is to say, the cost
of maintaining the worker and his family). Having bought
labour power, the owner of money is entitled to use it, that is,
to set it to work for the whole day, twelve hours, let us suppose.
Meanwhile in the course of six hours (‘necessary’ labour time)
the. labourer produces sufficient to pay back the cost of his own
maintenance; and in the course of the next six hours (‘surplus’
labour time) he produces a ‘surplus’ product or surplus value
for which the capitalist does not pay him.” ## ' ’

* Marx, Capital, Vol. I, p- 157.
#% Lenin, Marx-Engels-Marxism, “Karl Marx,” pp. 17-18.
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In ancient times, when people had not yet emerged from a state

of savagery, primitive man spent all his strength and energy to
obtain the bare necessities of life. The savage just managed to keep
himself from dying of hunger by means of the things his labour
brought him. '
"~ When primitive man struggled against hunger with difficulty
there could be no social inequality among people, as there is none,
say, among animals. The introduction of surplus labour creates
the possibility for the rise of inequality, the possibility of the ex-
ploitation of man by man. The surplus labour of some people goes
for the benefit of others: the product of this surplus labour falls
into the hands of the higher class in society which exploits the
lower classes. ‘

Such a situation persists up to and including the capitalist era.
True, the forms of exploitation change. Exploitation: has different
aspects in the slaveholding, feudal and capitalist systems, but in
essence it remains the same. It consists of the appropriation of thé
surplus labour of the entire society by the ruling class.

“The essential difference between thie various economic forms
of society, between, for instance, a society based on slave labour,
and one based on wage labour, lies only in the mode in which
this surplus labour is in each case extracted from the actual
producer, the labourer.” *

Capital did not invent surplus labour, Marx pointed out. Every-

" where, wherever society consists of exploiters and exploited, the

ruling class extracts surplus labour from the vast masses of the
toiling and exploited population. Under capitalism, however, the
thirst for surplus labour assumes a more insatiable character than
under any previous form of class society.

Under slavery and serfdom, while natural production pre-
dominated, there were definite limits to the amount of surplus la-
bour appropriated. The slaveholder or feudal lord squeezed as
much labour out of the masses exploited by them as was neces-
sary to satisfy their needs or desires. Under capitalism, on the con-
trary, there are no limits to the thirst for surplus labour. The sur-
plus labour which the capitalist squeezes out of the worker is trans-
formed into ringing coins, which can again be set to work as new,

* Marx, Capital, Vol. 1, p. 200,
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supplemenlaly capital, bringing new surplus value. The capitalist
method of production is-distinguished by its insatiable thirst for
surplus labour. Under capitalism the tendency to increase the
exploitation of the worker knows no bounds. The capitalists neg-
lect no means to increase the exploitation of their wage slaves.
It is perfectly clear that with the destruction of the capitalist
system, with the abolition of capitalist exploitation, the extraction
of surplus labour from the workers for the benefit of the capitalist
stops. An end is put to the division of the working day into neces-
sary and surplus hours, in the sense in which it is divided under
the-domination of capital. Here is what Marx says about this:

“Only by suppressing the capitalist form of production could

the length of the working day be reduced to the necessary la-

- bour time. But, even in that case, the latter would extend its
limits. On the one hand, because the notion of ‘means of sub-
sistence’ would considerably expand, and the labourer would
‘lay claim to an altogether differ ent standard of life. On the other

hand, because a part of what is now surplus labour would then .

“count as ‘necessary labour: I mean the labour of forming a

fund for reserve and accumulation” *: (a reserve of the means of .

production and subsistence which will permit of the expansion
of industry and recompense f01 possible losses, among others,
those due to accidents). .

These words of Marx give the key, to'an undérstanding of the
state of things in the socialist economy of the U.S.S.R. where ex-
ploitation of the workers no longer exists. -

In the socialist enterprises of the U.S.S.R. for the first time in
history, class exploitation has beén torn up by the roots. In' Soviet
enlerprises there are no two classes with' opposmG interests, as
there are in capitalist enterprises. The enter prises are the property
of the Soviet state, of the proletarian dictatorship.. The class
owning the plants and factories, and the class labouring at
these enterprises is one and the same class. Under Soviet condi-
tions the worker does not sell his labour power to a representative
of an alien and hostile class. There’is mot and there cannot be. any
pr oduction of surplus value in the socialist economy of the U.S.S.R,
The excess created by the labour of the worker over and above his

* Ibid., pp. 539-40.
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earnings goes to cover the collective requirements of that same
working class ‘and its dictatorship: for the general needs of the
country, for socialist accumulation, for defence requirements, etc.

The inventions of the Trotskyists to the effect that the industries
of the U.S.S.R. presumably are state ‘capitalist and not socialist
are therefore nothing but malicious counter-revolutionary slan-
ders. With these slanders Trotskyism fries to cover up its traitor-
ous attempts to undermine the work of socialist cons’uuctlon ) in
the U.S.S.R. ‘ , :

We ‘have analysed the production of surplus value. We have
studied the dynamics of the appropriation of the unpaid labour
. . of workers by the capitalists. We have seen
What is capital? that the onlyysource chf unearned increment
for the capitalists is the labour of the proletarians. Now let us take
a closer look at the invisible force which compels millions of
people to submit to the caprices of a handful of capitalists. We
must more closely examine the power of Caplt‘l] analysé what
capital is.

The exploitation of the workers by the capitalists is p0551b1e
only because, under capitalism, all wealth is concentrated in the
hands of the bourgeoisie. The capitalists own all the means of
production and existence, the workers have nexthel the one nor
the other. The bourgeoisie has monopolized” (that is, taken exclu-
sive possession’ of) all the wealth of society.

‘‘The characteristic features of capitalist society which arose
on the basis of commodity production are the monopoly of the
most important and vital means of production by the capitalist
class and big landlords; the exploitation of the wage labour of
the proletariat which, being deprived of the means of produc-
tion, is compelled to sell its labour power; the production of
commodities for profit and, linked up with all this, the planless
and anarchic character of the process of production as -a
whole.” #

This is how the capitalist system is characterized in the Pro-
gram of the Communist International.

" #* The Progiamme of the Communist International, p. 1, Modern Books, Ltd.
Loudon, 1929,
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Under capitalism the proletariat is deprived of the means of
production. By means of production we understand those things
that are of prime necessity for man to work with. It is easy to note
that the means of production consist of several most important
parts. These are, first of all, the instruments of labour, from the
cobbler’s simple awl to the most complex and intricate machines
in modern plants and factories, Further there is the raw material
which must be used. The raw material for boots is leather; for the
smelting-of iron, iron ore is the raw material; for the weaving of
calico, colton is the raw material. Finally, there are a number of
accessory materials needed for work, such as oil, sand, lime, etc.

The lot of these different elements of the means of production
in work is not the same. The instruments of labour last a long
time. In a textile mill the same looms will weave many pieces of
fabric. The materials used have quite a different fate. The raw
material disappears in the process of production—it is transformed
into an entirely new product. The leather in the hands of the
cobbler becomes boots, cloth in the hands’ of the tailor becomes a
suit, ore at a metallurgical plant is made into iron; the aceessory
materials are also completely used up in the process of work: fuel
vanishes in heating the factory boilers, oil disappears in the ma-
chinery.,

Under capitalism these means of production, without which
no work is possible, are in the hands of the bourgeoisie. This
gives the bourgeoisie-tremendous p‘ow‘ver over society. In tthe hands
of the bourgeoisie the means of production become means of ex-
ploitation because they are concentrated in comparatively few
hands while the vast mass of the population is deprived of them
and must therefore sell its labour power.

Capital is not a thing, but a definite social relation, said Marx.
Things—means of production and all other kinds of commod-
ities—in the hands of the bourgeoisie in themselves are hot capital.
Only a definite social system makes these things into means of ex-
ploitation, converts them into carriers of that social relation which
we call capital. Capital is “a special, historically definite, social
production relation.” (Lenin. )

It is the social relation between the class that owns the means
of production and the class which, deprived of the means of pro-
duction, is therefore compelled to undergo exploitation. Since in
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capitalist society the means of production are bought and sold,
they are commodities. And as commodities they have value and
can be converted into money (i.e., sold); on the other hand, for
money one can always obtain means of production (purchase
them). Hence, to put it diff erently, capital can be defined as a val-
ue which brings surplus value (by squeezing it out of wage la-
bour). But value is nothing but crystallized labour, Valfuev is the
result ‘of labour. Value is expended, dead labour. That is why
Marx says that "‘capital is dead labour, that, vampire like, only
lives by sucking living labour. . . .” * :

In order to understand capitalist exploitation fully, it is neces-
sary ito distinguish between constant and variable capital.

We have already seen that the full value
of a commodity includes the' value of the
raw material and fuel used as well as a part
of the value of the machinery, etc. The quantity of the value does
not change: as much value is carried over into the new commodity
as represents the original value of this part of capital used. Hence
we call this part of capital factory buildings and machinery, raw
material and fuel—aonstant capital. !

But we also know that another very important element enters
into the value of the new commodity—the value produced by the
workers at the factory. If there are 100 workers at an enterprise
working 10 hours a day each, and an hour’s work has a value of,
say, 50 cents, then the entire new wvalue produced by them each
day is equal to $500.

We already know that the wages which the workers receive are
less than the new value which they produce. The size of the wages
corresponds only to that part of the newly created value which is
represented by the labour necessary to maintain the workers, while
the additional labour produces surplus value which goes into the
pockets of the capitalist.

If the necessary labour amounts to 5 hours a day, then the cap-
italist pays $2.50 a day to the worker, or $250 to the 100 workers.
Thus the part of the capital which the capitalist used to purchase
labour power amounts to $250, while the value created by that

Constant ang
variable capital

*Marx, Capital, Vol. I, p. 216.
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labour power amounts to $500. We thus see that part of the capital
has been doubled in the process of production, doubled, of course,
not by itself, but because of the appropriation of the unpaid sur-
plus labour of the workers. Hence we call the part of the capital
used for the purchase of labour power (i.e., for the payment of
wages to the workers) variable capital.

For the capitalist there is another distinction in capital. He keeps
close track of that part of his capital which has a quick turnover,
distinguishing it from that part which turns over slowly. The cap-
italist calls the factory buildings and machinery, which last for a
long time, his fixed capital; on the other hand, he calls that part
of his capital which has a quick turnover his working capital. The
latter includes the capital which is expended for raw material, fue]
and wages for the workers. .

In the process of production, and consequently of circulation
also, these portions of capital play different parts. They last for
different periods of time. The buildings of a factory can stand up
for, say, fifty years. Consequently, only one-fiftieth part of the
value of these buildings will be incorporated in the value of the
annual production. The entire value expended by the capitalist
on these buildings returns to him only in the course of fifty years:.
. A machine will work for, say, fifteen years. Then: its value réturns
to the capitalist in the price of the finished comimodities only in
fifteen years; in each one of these fifteen years the capitalist re:
ceives, through the sale of his commodities, only one-fifteenth of
the value of the machine. On the other hand, the raw material and
the fuel is entirely consumed in the manufacture of the commod-
ity. If the manufacturer has converted a thousand bales of cotion
into a finished product and has then sold his commodity, the
entire expense for raw material is returned to him at once and in
full. The same is true of labour power. T T

The division of capital into ‘constant and variable capital does
not coincide with its division into fixed and working capital.

Constant capital includes fixed capital and in addition that part
of the working capital which goes for raw material, fuel and auxi-
liary materials. In general, constant capital goes for the purchase
of -expended (or, as it is called, dead) labour necessary for pro-
duction. On the other hand variable capital is used only for
wages to the workers, ’ ' '
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" These two methods of - dividing capital can be illustlr“atedi as

follows: '
Division According to
Division According to Part of Capital Role in the Process
Rate of Turnover of Exploitation
. Factory buildings ‘
Fixed capital ‘ {Ma chinery

Constant capital
{Raw material, fuel,f

Working capital ‘auxiliary material

Wages Variable capital

It is very important to distinguish these two methods of divid-
ing capital. The division into constant and variable capltal. shows
at once what the true and only source of surplus value is. The
division into fixed and working capital confuses the real creator
of surplus value—labour—with other elements which add no new
value. Thus the method. of dividing capital which is c.ust'omary
in capitalist practice masks, befogs the essence of -capitalist ex-
ploitation. ' . :

In our example the workers produce $500. w01’t11 of I}ew \'fah_le

a day and receive in the form of wages only $250. It is evident

that the other $250 are appropriated by
Rate of surplus capital'in the form of surplus value.
value It s véry important to know what part
-of the labour of the worker gets to the pockets of the capitalist.
Then-we shall have a definite measure to show the degree of
capitalist exploitation.

Such a criterion is the rate of surplus value. By the rate of sur-
plus value we mean the ratio of surplus value to variable capltal,
or, in other words, the ratio of unpaid labour to necessary labour.
In our example, the rate of surplus value will have the following
appearance: -

$250 surplus value
$250 variable capital

= 100 per cent

If the rate of surplus value is equal to 100 per cent, it medns
that the worker’s labour is equally divided into necessary and. sur-
\plus labour, that' surplus value is equal in mag.nitude to variable
capital,that the worker is paid for only half_ his labour and that
the other half is appropriated by the capitalist. .
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It is perfectly evident that every capitalist tries to get as much
surplus value as he possibly can. How does he achieve his
purpose?

The simplest way would be to hire more
wogkmen and expand production. If 100
workers produce surplus value amounting

$25('),' 200 will net the capitélist $500. Bul: to double product?otr?

additional capital is necessary. If the capitalist has such additional’
money, or means in general, he will naturally do so. This is very
clear and simple. '

_ The guestiron is, however, how to increase surplus value without

Increasing the amount of capital outlay. Here the capitalist has
two ways. ' '

We have seen that the working day consists of two parts—paid,

- hecessary labour and unpaid, surplus labour. Let us assume that
. the working day is 12 hours, of which 6 hours are the paid part
and of which the other 6 hours consist of surplus labour. Let u;
1‘(-3p.re.sent this working day by a line divided into 12 parts, every
division representing an hour, thus: ,

Two methods of
increasing
surplus value

12 hours

I~ e

Necessary labour Surplus labour

A

Under these circumstances, the capitalist can increase the
Zmoun.t of surplus value he receives by lengthening the working
tay. ‘Sln‘ce necessary labour remains unchanged, the part falling
d(?l ;u}i pll;Js lab.our will be greater. Let us assume that the working
ay has been increased to 14 hours. 5 ] ; '

o Thus we shall get the follow.
14 hours
=
6 hours
SR S R |
e ]

Necessary labour Surplus labour
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In this case we have an increase in the absolute surplus value:
the volume of surplus value increases because of an absolute in-
crease of the working day as a whole.

There is also another way of increasing the amount of surplus
value. What will our working day look like if the capitalist finds
some way of reducing the amount of necessary labour? It is easy
to answer this. Let us assume that the necessary labour has been
reduced to 4 hours. Then the working day will look like this:

12 hours

4 hours
L I I e A A
Necessary labour Surplus labour

In this case we have an increase of the relative surplus value:
the volume of surplus value increases exclusively by changing
the ratio of necessary to surplus labour while the working day as
a whole remains unchanged. Formerly we had the ratio 6:6, and
now we have 4:8—a result of reducing the necessary labour time.

But how is this reduction of necessary labour time achieved?

The development of technical improvements leads to enhanced
labour productivity. Less labour is expended on the production
‘of the means of subsistence of the worker. The value of these
means is reduced. By the same token, the value of labour power
is reduced, decreasing the amount of necessary labour and in-
creasing the relative amount of surplus value.

In order to reduce the amount of necessary labour the capitalist
employs the wives and children of the workers. Then. the entire
family receives in wages approximately as much as was previous-
ly received only by the head of the family. When, with increased
technical development, the role of the worker is reduced to watch-
ing the machine and performing merely very simple operations,
male labour can very well be replaced by children or women. The
capitalists prefer this kind of labour because it is cheaper: a
woman worker is generally paid only half as much as a man
whose place she takes; the pay for the work of children is even
less.

7 Leontiev ¢
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* The following method of augmenting the relative surplus value
should be especially noted. Every capitalist tries in all ways to

Excess

surplus value troduces all kinds of improvements which

lower the cost of production. For this pur-
pose he buys new machinery, introduces new technique to increase
the productivity of labour. So long as these technical innovations
introduced by the capitalist remain unknown 1o other enterprises
of the same field he receives super-profits, excess surplus value.
The commiodities cost him less, whereas he sells them at the same
price as before or only slightly under this price.

An individual enterprise usually keeps such an advantage for
only a very short time. Other enterprises also introduce ‘technical
improvements. Since the value of commodities is determined by the
average socially necessary labour contained in them, the general
introduction of technical improvements leads to a fall in the value
of each commodity unit and thus the individual enterprise is de-
prived of its special advantage. \ ' ’ '

Under capitalism, the main driving force of technical progress

is the possibility of getling super-profits. The race for excess sur-
plus value produces an increase in relative surplus value, as it
brings about a reduction in the amount of labour needed to pro-
duce the workers’ means of subsistence. Excess surplus value is
only another form of relative surplus value. .

augment his profits is to increase absolute surplus value. No new

technical improvements ar ded f hi
The struggle provements are needed for this,

around

the working day day. And, in fact, the capitalists always try

to extend the working day to the utmost. If
they could do so, they would make the worker labour more than
twenty-four hours a day. Lengthening of the working day, how-
ever, has its natural physical limits. Moreover, this incurs the ever
more determined opposition of the workers. That is why the cap-
italists cannot limit themselves to attempts at increasing absolute
surplus value. Together with this they also struggle for relative
surplus value, which promises them unlimited possibilities.
At the dawn of the capitalist era an extremely long working

increase his profits. For this purpose he in-

It is perfectly clear that for the capitalist, the simplest way to

it is only necessary to lengthen the working
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day prevailed in all countries. Technical development . was still
weak, and, most important of all, the working class was scattered
and not prepared for battle, hence the production of absolute sur-
plus value predominated everywhere. , S

In some cases the working day consisted of almost the entire

“ twenty-four hours. The worker only got a few hours for sleep,

the rest of the time belonged to the capitalist, It is easy to imagine
what an effect such murderous exploitation had upon the life of
the workers. : . : ' o !
- A long working «day is still common in many countries. In
China, for instance, the working day in many factories is sixteen
to eighteen hours long; even in underground work, in the coal
mines, the working day is-as exorbitantly long. And such a long
Working day prevails not only for men but also for women and
young' children. , ' ; o ‘ _

In - capitalist society, says Marx, the free time of one class is
obtained by furning the entire life of the masses into working time.

As soon as the proletarian begins to struggle for better condi-
tions he advances the demand for limiting the working day as one
of his first demands. Laws limiting child labour and the length
of the working day appeared in the older capitalist countries (in
England and thensin France) only in the forties of the last cen-
tury. -Labour legislation everywhere appeared only -after the se-
verest struggles on the part of the working class, The bourgeois
government, defending the interests of dts capitalist class as a
whole, consents to the enactment of such laws only under pres-
sure of the labour movement on the one hand and from consider-
ation of the necessity of preserving the lives of the working popu-
lation on' the other hand, as. without workers there would be no
profits for the capitalists.

In most of the highly developed countries the ten-hour day pre-
vailed prior to the World War; the working day was shorter only
in’ some cases of underground work (in coal and metal mines).
There were some limitations of child labour and the work of wo-
men (the limitation of night work). ,

After the World War, when the sweep of the labour movement
threatened the very existence of capitalism, the bourgeoisie in
many couniries made concessions. In 1919 a special proposal was
even drawn up in Washington to introduce the eight-hour day

/

7*
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on a world scale, but nothing came of this. In the following years,
when capital took the offensive, most of the concessions were

withdrawn, A general onslaught against the eight-hour day was

made by the capitalists everywhere and in most countries the
eight-hour day does mot exist any longer.

One of the favourite methods of squeezing more surplus value
out of the workers is by increasing the intensity of labour. It can
be arranged that the worker shall spend
more labour, spend more energy in the same
interval of time. In such a case he will produce more value; hence
the surplus value falling to the capitalist will also increase.

With machinery the intensity of labour is often increased by
speeding up the machine. The worker must make an effort to
keep up with the machine. If he fails to do so he loses his job.
In other cases the capitalists try to get the workers to work more
and more intensively by means of special methods of payment.

Excessive intensity of labour is just as injurious to the health
and life of the worker as an excessively long working day. When
the length of the working day is limited by law, the capitalists
find a “way out” for themselves by an unlimited increase in the
intensity of labour., In most capitalist enterprises the intensity of
labour is so great that the worker prematurely loses his ability
to work, ages too soon, is subject to various diseases. For the cap-
italists, intensification of labour is a well-tried method of angment-
ing the exploitation of the worker, of increasing the degree of his
enslavement.

Intensity of labour

At the present time the decaying capitalist system, finding itself
in the grip of a severe and protracted crisis, manifests itself as the
foe of technical progress. The capitalists and
their learned servants often try to represent
machinery as being the cause of all the
trouble. Too many machines, they say, too
many steel monsters robbing honest people of work. Too many
products produced by these machines, which then find no market.
The workers know, however, that it is not the machine in itself
which brings unemployment, crises, etc. The reason for these evils
is the capitalist system with its deep-rooted contradictions. It is

Capitalism and
technical
development
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not the machine that robs the worker of bread, but the capitalist
application of the machine as a means of exploitation. -

Under the conditions of the present crisis, the bourgeoisie evince
a predilection for returning from machine production to hand
labour, And it is not a rare thing for them to put into practice
these mad schemes so inimical to progress. In' America, while many
steam shovels and dredges stand idle, thousands of people are
made to labour with the pick and shovel on public works. Under
these conditions the U.S.S.R. is the only country in the world to-
‘day which continually progresses towards the adoption of the
newest and most advanced technique in all fields. The country
where socialism is being built holds high the flag of technical
progress,

Modern technical engineering increases the productivity of la-
bour hundreds and thousands of times.

A worker can make 450 bricks a day by hand. A modern brick-
making machine turns out about 400,000 bricks a day for every
worker employed on it, i.e., about 1,000 times as many.

* A hand-power flour mill turns out 450- 650 pounds of low grade
flour. A modern flour mill in - aneapohs (U.S.A.) turns out
13,000,000 pounds of the best grade flour a day to every worker
employed, or about 20,000 times as much.

A modern shoe factory can produce 83 pairs of shoes per worker
every 6 days, as against 1 pair which could be produced by a
worker working by himself.

Modern moribund capitalism, however, is incapable of utilizing
these possibilities. Even before the present crisis the application
of the newest technical developments met with tremendous diffi-
culties even in the richest capitalist country—the United States
of America.

In 1929 there were 2,730 brick-making plants employing 39,000
workers and making 8,000,000,000 bricks, whereas 6 to 7 modern
plants with only 100 workers each could completely satisfy the
U.S.A. market. ,

In 1929 there was a total of 6,500,000,000 pounds of ﬂour pro-
duced in the United States. In order to produce this quanmy of
flour, with the normal production capacity of the Minneapolis
flour mill mentioned above, only 17 workers would be needed:
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As a matter of fact, however, there were not 17 workers but 27,028
employed in the flour-mill induistry of the United States.

In the shoe industry, even in 1929, that is, in the period of great-
est prosperity, 205,640 workers produced 365,000,000 pairs of
shoes which gives, not 83 pairs, but approximately 35 pairs a
week per worker. :

An almost infinite number of such examples could be enu-
merated. ' :

It is important to keep in mfind that in its period of youth and
prosperity -capilalism brought with itself a tremendous growth
of the productive forces of buman society. Until the rise of cap-
italism no one even dreamed of modern large-scale industry, - its
high technical development, modern means of transport and com-
munication. It was capitalism that brought with it machine pro-
duction. - It called to life the tremendous wealth that lay buried
in the bowels of the earth. It evolved a tremendous advanced
technique, lightening human labour considerably and increasing
its power over nature. '

However, capitalism places all this development of the produc-
tive forces of society ‘at the service of the murderous ‘exploitation
of one class by another. The most perfect means of production is
used by the capitalist system as the most perfect means of squeez-
ing surplus value out of the working class. The race for gain, the
Tace for profit—this is the motive power of capitalist industry.
An increase in profit—this is the purpose for which the capitalist
. introduces new technical: achievements. .

That is why the further development of productive forces under
capitalism means the further intensification of the exploitation
of the working class, the fur'ther ‘enrichment of a Wiandful of
capitalists at the expense of the impoverishment of the great mass-
es of the people. But at the same time, by crealing gigantie enter-
prises of a high technical order, by greatly increasing the technical
powers of human labour, capitalism prepares the material basis
for socialism, prepares the material conditions and the prerequi-
sites for the realization of the aims for which the proletariat is
struggling. It is in this, in the preparation of the necessary ‘pre-
requisites for the iriumph of the Dbroletarian revolution, that the
historical role of capitalism lies. - - .
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There is nothing more disgusting than. the J}ypocr}syhof tllll.e
bourgeoisie who assert the “equality” of rich and poor, the we -_

fed and the hungry, the drone and the over

Wage slavery worked labourer. In reality the 'b01.1y hand
of hunger drives the worker into b.ondage j[O ?he capgcaltlst Hég:i
effectively than the severest legislatlon: Capitalism lea s to aC -
tinual worsening of the conditions of life of the proletariat. Gap :
talism leads to ever greater poverly among the broad_massels.o.
workers. Hunger becomes an ever more frequent guest in working

class quarters.
Marx says:

“The Roman slave was held by fetters; the wage laboqre;
is bound to his owner by invisible threads. The appearanfce of
independence is kept up by means of a const?,n;c change of em-
‘ployers, and by the fictio juris of a contract.” *

- And in fact, the worker is free to leave his ,emplo_ymen‘t at -(l)ne
capitalist enterprise only to get to another one belonging to another
zapitalist. .
mII)Jl;[Lder the pretence of fighting against fo1.‘c‘ed Igbom‘ ,tl.le c‘ap‘(litatl-
ists conducted a campaign against the Soviet Union. It is hal1 o
imagine anything more base than this outbur§t of .modelrél s a(\;e;
drivers against the only free socialist country in the worl { I\}ni (?n
the slogan of fighting for the freedom of labour. The Sovie 11)1 o
is the only country in the world where wage slavery 1afs ih
put to an end, where tremendous masses of ,er'keI"s have, for z
first time in human history, acquired the opportumty. of' sane an
free labour for themselves, for the benefit .of a socialist system
where there are no exploiters and no exploited. . ‘
Throughout the entire capitalist world the working masses al;e
chained with invisible fetters to exhausting, hateful 1a1?011r t e
fruit of which only serves to further their enslavement, to intensify
capitalist bondage. Creating untold wealth for a handful of droneii
the workers themselves suffer more and more fr.om hunger an
privation. “The place of the slave-driver’s lash is. ta:ke_n l?y the
overlooker’s book of penalties,” ** said Marx about capitalist en-

*Marx, Capital, Vol. 1, p. 586,
' ¥ Ibid,, p. 424 : ,
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terprises. Without doubt, the fine-book of the foreman—the cter-
nal threat of losing one’s job and dying of hunger—affects the
present-day worker no less than the lash of the slave-driver,

But even the lash of a foreman is by no means a rarity in mod-
ern capitalist countries. In a number of countries, especially in
the colonies, the most authentic slave labour exists for the ben-
efit of the capitalist. Capital makes sufficient profits from “free”
wage labour. But where circumstances permit, it is not averse to
utilizing slave labour.

Even in the most highly developed capitalist countries we may
find conditions similar to slave conditions.

Under the conditions of the economic crisis the bourgeoisie
gladly employs the most genuine forced labour in various forms
of “labour service,” primarily unemployed youth. In the German
“.labour service” camps, hundred of thousands of young workers
live in conditions of an army barracks regime; they receive a
miserable pittance for the most arduous labour, At the same time,
Gerrn'an fascism forces the camp inmates to go through military
frainmg, preparing them as cannon fodder for its military adven-
ures.

In America Negro slave labour still exists. There are about
12,000,000 Negroes there, mostly workers and small-scale farmers,
Aftgr the formal abolition jof slavery in 1863 most of the N egro
labourers were forced into a state of abject dependence upon their
employers. ’

In the Southern states in many cases ‘the landlord gives the
Negro family a strip of land, seed, food and the necessary tools
until harvest time. The tenant farmer has to turn over his entire
harvest to the landlord who reimburses himself for his initial out-
lay. But the landlord always manages to keep the Negro in debt
to him. Tf the Negro has, say, 100 bales of cotton which can
fetch $600 on the market, the landlord will contrive to show
that he has invested $800. Thus, if the Negro leaves the entire
harvest in the hands of the landlord, he will still owe the land-
lord $200 and be compelled to renew the agreement on the same
conditions. This deception is practised from year to year. If the
Negro applies to a court of justice no one pays any attention to
him: the word of a white man cannot be refuted by the word of
a Negro. The landlords are not only masters on their own planta-
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tions, they have unlimited power in the entire community and
when one of them asserts something before a “court of justice”
- it is law. In the South the landlord dictates the conditions under

which the Negro must work. If the Negro dares to be indignant
at the unlawful acts of his master and tries to run away he is
immediately hunted down by the police with the help of trained
police dogs. When the Negro is caught he is considered a vagrant
or déserter and is returned to his landlord.

The landlord resorts to other tricks to procure cheap labour
power which is applied under the most slavish conditions,

When the landlord needs labour power he calls upon the local
court, and the police arrest the necessary number of workers, All
kinds of fictitious charges are placed against the arrested men,
The court imposes fines on the Negroes, who are unable to pay
them and thus are forced into virtual slavery to the landlord who
pays the fine for them, deducting it from their future wages.

But the most terrible form of forced labour exists in the colon-
ies, where the imperialists turn the native population into absolute
. slaves, At -gold and other mines, on planta-

Sliwe.l 'y in the tions and on road work in colonial countries
.colonies : forced labour is employed on a broad scale.

In South Africa, according to the Masters and Servants Act if

a native runs away from his master he is treated as a criminal and

+ is forced to return. Everywhere a passport is required of him to
show that he has'worked for a European. If his passport is not in
order he is arrested and returned to his previous employer or
compelled to work for another.

In the mining industry, especially at the gold and diamond
mines, the native workers live in special abodes, called compounds,
surrounded by barbed wire fences. The native worker has no right
to leave his prison for the entire period of his hire. No outsider
is permitted to enter within the fence; armed guards stand con-
tinuous watch. His average wage is less than half a dollar a day
and on this he must feed himself. For tthis ‘miserable wage he
must toil for twelve to fourteen hours a. day.

In other African colonies the most inhuman methods of ex-
ploitation exist. The men are usually brought to the mines trussed
up with ropes. Work proceeds under the supervision of armed
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guards. The native worker is usually forced to sign a contract
after he has béen made drunk, and he often does not even under-
stand what the contract means.

Slavery is in many cases accompanied by quite open slave trad-

ing; as an instance, Portuguese Africa (Angola and especially
Mozambique) or the “Independent Republic” of Liberia can be
taken, the latter bemg entuely in the hands of United States
capital.

Together with open slavery there is slavery for debt. The 'es-
sence of this, as Marx explained, is.that by means of loans which
must be worked out, and which are transmitted from generation
to generation, not only the individual worker, buat his entire family
become the inherited property of a proprietor and his family.

REVIEW QUESTIONS

. Of what does the primitive accumulation of capital consist?
What compels the worker to sell his labour power?

What determines the value of labour power?

. What is the diflerence between labour power and laboul9

. What is capital? : \

. Which is greater: constant or ﬁxed capital?

. What is the measure of the degree of exploitation of labour?
. What are the methods of increasing relative surplus value?

00N O U N =

CHAPTER V

Wages and the Impoverishment of the ‘Working
Class Under Capltallsm
Under Capl’[‘thITl the worker sells his labour power to the

«capitalist. The capitalist hires the worker and makes him worlk for
him. The worker receives wages. This con-

Value of labour stitutes the pitrchase and sale of labour

power and

. . ower,
its price P

But labour power is a commodzty of a
special kind. The purchase and sale of labour power characterizes
a relation between capitalist and worker—between the two basic
classes of capitalist society. The value of labour power, as we
already know, is determined by the value of the means of subsis-
tence mecessary for the maintenance of the worker. It must how-
ever be kept in mind that the capitalists always try to reduce
wages below this limit. Under capitalism no one is concerned with
how the worker lives. He often remains unemployed and starves
to death. But even when he obtains employment his wages are
not always sufficient to satisfy his most elementary needs.

The value of labour power is determined by the value of the
means of subsistence of the worker. But how are the necessary
means of subsistence determined? It is quite clear that the means
of subsistence of the worker, their amount; their nature, depend
upon a number of circumstances, Marx points out that

. the value of labour is in every country determined by a
tr adltlonal standard of life. It is not mere physical life, but it is
the satisfaction of certain wants springing from social conditions

in which people are placed and reared up.” *

Unlike other commodities ‘the delermination of the value of
labour power includes a historical or social element. The normal

* Marx, Value, Price and Proft p. 74:
107
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living standard of the worker is not something that is fixed and
established forever. On the contrary, this standard changes with
the course of historical development, and is different in different
countries depending upon the historical development of the par-
ticular country. Capitalism, however, always tends to bring the
living standard of the working class down to an extremely low
level. The value of a commodity expressed in terms of money is
its price. The price of a commodity, as we have already seen, con-
tinually fluctuates above or below its value. Wages are a special
form of price for the commodity, “labour power.” It is ‘evident
that the level of wages varies above and below the value of labour
power. But in contradistinction to other commodities the varia-
tions here are mainly below the value,

We have seen that the labour of the wage worker in a capital-
ist enterprise consists of two parls: paid, necessary labour, and

unpaid, surplus labour. But when the worker

receives his wages, it is not at all apparent
that they cover only necessary labour,

whereas his surplus labour is appropriated
without remuneration by the employer. On the contrary, things
under capitalism are represented as if the entire labour of the
worker has been paid for.

Let us take a miner, who is paid on the basis of piecework. For
every ton of coal he mines, he gets, say, one dollar. Working his
hardest, he makes barely enough each day to buy his bread. Let
him fry to point out to the mine owner the injustice of such ex-
ploitation. If the latter will feel kindly disposed and desire to talk
to his worker at all, he will explain;

“You get a dollar a ton. No more is paid at either. the neigh-
bouring mines or elsewhere, You get a fair price. Your labour is
not worth any more. Try to mine more coal and your wages will
be higher,”

Thus one gets the false impression that the worker receives the
full value which he has earned in working,.

Let us suppose that a friend of our miner works at a chemical
plant near by. He works under the most injurious conditions for
nine hours a day and gets, say, forty dollars a month. How does

Wages a mask of
~ capitalist
exploitation
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he find out that his boss is exploiting him? Let him try to speak
to his boss about it, and without any hesitation he will be an-
swered: o

“You get as much as anyone else would in your place. You get
a fair wage, more than this you do not earn. But if you wish, try

working both shifts and you will get double wages. But in nine

hours you only work out forty dollars a month. There would be no
sense in paying you more.” _ ,

And really, how can the worker know how much value he pro-
duces a day for his boss? The nine-hour day is not divided openly

so that he can know: this part of the day I worked out my wages,
‘and these hours I work for the boss without being paid. All hours

of work are alike. And here he even gets an .opportunity to in-
crease his wages—double them, true by doubling his working day.
Such a thing can really be confusing; it appears as if the capitalist
really pays him as much as he produces in value.

Thus capitalist exploitation is masked. And here all the forces
of the ideological enslavement of the masses come to the bosses’

aid. The church asserts that the earthly system is established by -

god and that any thought of changing it is sinful. The capitalist
press, science, the theatre, the cinema, the literature and art of
the bourgeoisie—all mask the issue of exploitation, all try to make
things appear as if the enrichment of the capitalists were just as
natural and inevitable as the light of the sun on a clear summer
day. : ‘
“The wage form thus extinguishes every trace of the division
of the working day into necessary labour and surplus labour,
into paid and unpaid labour. All labour appears as paid labour.
In the corvée, the labour of the worker for himself, and his
compulsory labour for his lord, differ in space and time in the
clearest possible way. In slave labour, even that part of the
working day in which the slave is only replacing the value of
his own means of existence, in which, therefore, in fact, he
works for himself alone, appears as labour for his master. All
the slave’s labour appears as unpaid labour. In wage labour, on
the contrary, even surplus labour, or un'paid labour, appears as
paid.” * ‘

- *Marx, Capital, Vol. 1, p. 550.
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" Workers began quite early to organize into trade unions, which:

conducted a struggle to improve working conditions.and to curb
umhrmted exploitation.

Wages and the "Wages, as we -have-seen, are detelmlned

struggle of the

workmg ‘class
first place, wages fluctuate considerably,

paltlcularly below the value of 'labour power and, secondly, the

value of labour power itself changes considerably dependent on
a. number of -cifcumstances.

v’ A constant strugglé rages between the bour geomle and the work-.
_ing class concerning the-level of wages; in. this struggle much.

depends upon the degree of organization and unity of each side..

So long as the workers had not organized trade unions, each
capitalist dealt with a scattered mass. The capitalist in such a case
is in'an advantageous position in the struggle about wages: if any
worker does not agree to the bad conditions of employement he is
discharged and the employer quickly finds someone-to take his
place. » ' .

- Matters :change when thele is a trade union movement, Under
such circumstances the capitalist is not opposed by a scattered
mass - of unorganized workers, but now has to deal with a union
of-all (or of the majority) of the workers, which presents uniform
demands .and calls for uniform .conditions, Formerly the capitalist
came to. an agreement with individuals, now he has to come to a
collective agreement with a trade union. Wages of the workels are
usually determined by special rate agreements.

The capitalists, of course, find many ways of strugwghnd aﬂalnst
the workers even when there is a trade union. In their turn they
unite in “employers’ associations.” Ta help the capitalists, those
betrayers of the working class, the Social-Democrats, come for-
ward. 'Fhe trade unions under their leadership disrupt the struggle
of the workers, act as strikebreakers during revolutionary strikes.

1t is perfectly clear that by means of only an economic struggle
on ‘the, part of trade unions the working class cannot free itself
from the  ever growing capl’oahst exploitation, from increasing
poverty and»destltu’llon For this purpose the complete victory of
the proletariat, which can be won only by revolution, is necessary.
Then, in destroying capitalism, the proletariat destroys class ex-
ploitation, the source of its impoverishment.,

by the value of labour power. But, in- the
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Marx writes as follows with regard to this:

“ . . the general tendency of lcapitalistic production is not

o raise, but lto sink the average standard of wages, or fo push-

the value of labour more or less to its minimum limit. Such
being the tendency of things in this system, is this saying that
the working class ought to renounce their resistance against the

 encroachments of capital, and abandon their attempts at making

the best of the occasional chances for their temporary imptrove-
ment? If they did, they would be degraded to one level mass

of broken wretches past salvation. I think I have shown that

their struggles for the standard of wages are incidents insepar-
able from the whole wages system, that in ninety-nine cases out
of one hundred their efforts at raising wages -are only efforts at

maintaining the given value of labour and that the necessﬂy‘

of debating their price with the capitalist is inherent to their
condition of havmg to- sell themselves as commodities. By
cowardly giving way +in their evelyday conflict with -capital;
they would certainly disqualify themselves for the initiating of
any larger movement.

“At the same time, and quite apart from the general servitude
involved in the wages system, thé workidg class ought not to
exaggerate to themselves the ultimate working of these every-
day struggles, They ought not to forget that they are fighting

. with effects, but not with the causes of those effects; that they

are retarding the downward movement, but not changing its
direction; that they are applying palliatives, not curing the mal-
ady. They ought, therefore, not to be exclusively absorbed in
these unavoidable guerrilla fights incessantly springing up from
the never-ceasing encroachments of capital or changes of the
market. They ought to understand that, with all the miseries it
imposes upon them, the present system simultaneously en-
genders the material conditions and the social forms necessary
for an economic reconstruction of society. Instead of the con-

servative motto: ‘A fair day’s wages: for a fair day’s work!’ theyz

ought to inscribe on their banner the Ievoluizonaz y Watchword
‘Abolition of the wages: system/l”” * = RS

* Marx, Value, Price and Profit, pp. 79-80.
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The capitalists pay the workers their wages by various methods.
Of -all the various forms of wages two are fundamental.

In some cases the workers receive their
pay according to the period of working
time, when the wages may be calculated by the hour, day, week
or month. This is called the time form of wages or time wages.
In other cases the worker’s pay depends upon the amount of goods
he has produced; the worker is paid according to the number of
tons of coal he has mined or the number of metres of calico he has
woven, the number of locks he has made, etec. This is called the
piecework form of wages. The capitalist system has invented many
different forms, sometimes rather complicated ones, of paying
the workers. But all these forms are based either on a time or
piecework basis, and sometimes on a combination of the peculiar-
ities of both. ‘

It may appear at first as if there were nothing in common be-
tween the method of paying by time and the method of paying
by piecework-——that these two forms are entirely different. In
reality it is not so. In the case of timework, in granting the worker

Forms of wages

a definite weekly wage, the capitalist calculates what work his-

wage worker will do during that time. If he were not to estimate
this, he would soon go bankrupt. It is more important, however,
that, fundamentally, piecework is really the same as timework.
When the rate per piece is set, the amount produced by a worker
in an hour, day, or week is taken into consideration. That is why
piecework also assures the average worker only the bare necessities.

Both piecework and timework are only differént forms of the
purchase of labour power by the wcapitalist. The form used de-
pends on the circumstances prevailing in the particular indusiry.
Each of these forms has its advantages for the capitalist, depend-
ent upon the circumstances.

Timework is the form employed in cases where the employer
has no reason for interesting each individual worker particularly
in the production of as great a quantity of
_ goods as 'possible. Such cases are manifold,
In many trades the skill and ability of the worker still. play an
important part, the quality of the commodity produced depending
on this. In cases where we deal with a semi-artisan type of indus-

. Timework
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try; the employer often prefers to pay his highly skilled workers

by the week (by time). Not striving for quantity, the worker pro--
duces each commodity very carefully. The capitalist gains in the

quality of the commodity what he loses in quantity.

In other cases, on the contrary, the worker becomes a mere
appendage to the machine. The quantity of goods produced . de-
pends entirely upon the speed of operation of the machine. In
such cases also the capitalist prefers timework.

On the other hand, various methods of piecework are employed
in all cases whele the capitalist wants to interest the worker in
producing as great a quantity of commodities as
possible.

Piecework saves the employer the necessity of supervising the
work .of his employees; making the wages depend on the quantity
produced, piecework assures the most intensive labour on the

P1ecework

- part of the workers. As a rule, piecework is possible in those in-

dustries where it is easy to calculate or measure (by piece, weight,
volume or length) the quantity of commodities ploduced

Piecework, under capitalism, is the favourite method of increas-
ing the exploitation of workers by increasing 'the intensity -of their
labour. Piecework rates are usually set according to the earnings
of the most capable and the fastest workers. In order to make the
necessary minimum wage the other workers must straln thelr ener-
gies to the utmost. When the employer sees that a majorlty of the
workers have increased their pay, he reduces the rate. The workers
mus! then work even more 1nten81ve1y in 01fde1 to earn ﬂlelr former
wages. : : :

The piecework form of remuneration has an entirely different

significance in the conditions obtaining in the U.S.S.R. There the:

worker does not sell his work to a class of exploiters, but uses it
in enterprises which are the property of the proletarian state. The

wage which the worker receives in the U.S.S.R. is a social allow-
ance for labour, and is in proportion to the quantity and quahty
of the labour expended Piecework remuneration in the socialist
economy of the Soviet Union is the best means of estabhshlng

conformity between the quantity and quality of the labour ex-

pended and the remuneration of the individual workman, it is a

8 Leontiev e
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powerful lever in raising the productivity of labour and in addi-
tion the well-being of the working class. Therefore, it is entirely
‘different from piecework under capitalism.

Sometimes the capitalists pay out part of the wages in the form
of a bonus. They figure that the bonus will stimulate special exer-
tion on the part of the workers and make them
work with the utmost intensity.

An even greater deception is so-called profit-
sharing. The ecapitalist lowers the basic wage with the excuse
that the worker is supposedly also interested in having the busi-
ness profitable. Then under the guise of “a share in, the profits”
only a part of the wages previously deducted is returned to the
worker. In the end the worker “sharing in the profits” often re-
ceives less than the one working simply for wages.

By this method not only does the employer fry to raise the in-
tensity of labour to a high degree—but sometimes it induces a

Bonuses and
profit-sharing

certain stratum: of the more ignorant workers to keep away from

the class movement of the proletariat and thus to serve as a sup-
port of capital.

On the basis of piecework the so-called “sweating system”
exists, particularly in the needle trades industry in England and
America. Work 1is given out to be done at
home at exceedingly low rates. The tailor
working under such a “sweating system”
must work literally day and night to avoid starvation.

The “sweating
system”

Having bought the labour power of the prolelarian, the em-
ployer tries to derive the utmost possible from it for himself. Of
late the cleverer and more able employers
have begun to introduce the so-called “sci-
entific organization” of labour, which
amounts to the following.

Every kind of work done at the plant is
studied in detail by experts who, after long observation and re-
search, establish the most rational methods of doing this work.
Methods of work are thus established which save the worker

Scientific
organization of
labour. The Taylor
and Ford systems

- v
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unnecessary motion and effort, all his tools are rationally ar-
ranged, etc., so that the worker is not distracted from his main
work. Under these circumstances all the energy of the worker,
all the effort spent by him: goes towards useful work without any.
loss, is spent entirely on the operations which he has to perform.
Thus the industry gets the greatest benefit from his work and the
productivity of labour-is greatly increased.

The scientific organization of labour is a great achievement in
the rational utilization of human effort. After the overthrow of
capitalism, under conditions of a proletarian government, great
possibilities are opened up for the scientific organization of labour.
But under the capitalist regime, the scientific organization of
labour, like all scientific achievements, is used by the capitalists in
their own narrow class interests. Scientific organization of labour is
turned by the capitalists into one of the means of squeezing more
surplus value out of the workers. o

One of the first to advocate the scientific organization of labour
was an American engineer, Taylor. His system; called the Taylor
system, is used in many capitalist plants, increasing the surplus
value. Greatly raising the productivity of labour, turning the work-
ers into machines executing strictly calculated motions, the Taylor
system leads to the squeezing of the last ounce of strength out of
the workers, making invalids of them after a few years. The lower-
ing of the piecework rates following the introduction of the Taylor
system makes the workers’ labour much harder for.the same,
and at times lower, wages.

During post-war years, the subtle methods of exploitalion used

" by the American automobile king, Henry Ford, became especially

famous. His methods of exploitation began to spread rapidly not
only in America, but also in the capitalist countries of Europe.
The basic feature of the Ford system is production in a steady
stream-—along a conveyor. By speeding up the conveyor, the work
is speeded up and the intensity of labour increased. Whoever can-
not keep up with the conveyor loses his job in the capitalist plant, -
Thus the capitalist turns every technical improvement into an
instrument for the further impoverishment and enslavement of the
proletariat, into an instrument for squeezing the very life out of
the workers. : '

8*
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Formerly, when a worker was hired in the village, he was sel-
dom paid in money for his work. This was done in the following
. . way: the worker was boarded by his em-
OPf}i’;llf;l:nlé;kmd ployer and in addition, at the end of the
, summer, he received a little grain. Here the
worker is paid in kind: he gets the necessary means of subsistence
directly, in exchange for his labour power. Such a simple transac-
tion is similar to the barter of products-—say, an axe for bread.
When frade assumes such a simple character it is perfectly evi-
dent that the value of the necessary means of subsistence is at the
basis of the value of labour power.

Payment exclusively in kind is very rare in capitalist industry.
But even here part of the wages is occasionally paid out in kind.
This method of payment is usnally only a convenient method: for
the capitalist to increase his profits at the expense of the workers.
The company store belonging to the employer furnishes the worker
with all kinds of shoddy goods at triple prices. The workers’ real
© wages are thus greatly reduced. Workers’ organizations therefore
always struggle against such a practice. Sometimes the capitalists
try to achieve the same end—a decrease in the wages of the
workers by making them buy goods at high prices—in a more
subtle way. They assume control of all the stores in the workers’
settlement or district and the workers, getting their wages in
money, are compelled to buy things at high prices just the same:
Workers try to struggle against such exploitation by means of
organizing consumers’ co-operatives,

In developed capitalist industry, except in rare cases, wages are -~

paid in money. The worker sells his labour power and, as with
the sale of any other commodity, gets its
price in the form of a definite sum of
money,

However, the worker does not need the money for itself, but
- only as a means of getting the things he requires. Receiving his

definite wages, the worker buys the things he needs; he pays the
prices for them that prevail on the market at the time.

But we know that the level of commodity prices does not re-
main unchanged. The purchasing power of money changes under
the influence of various causes. If a gold standard exists in the

Nominal and real
wages
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country, the prices may rise because go!d becomes cheaper; with
a decrease in the value of gold, the purchasing power of money
falls. When paper currency is issued in great gquantities the prices
of commodities suffer great and rapid changes, following the fall
in the purchasing power of money which almost always accom-
panies the circulation of paper currency.

Hence, if we wish to compare the wages of workers in several
cases, it is not enough to know only how much money they re-
ceive in each case. It is also necessary to know how much goods
can be bought with the money in each case. We must not merely
compare the nominal rates of wages (by the nominal rate of wages

we mean the amount of money received by the worker), we must -

also take into consideration the purchasing power of the money

received. Only then can we establish exactly the real wages, which

can be measured by the quantity of use values that can be pur-
chased for the given sum of money in the given place.

Everyone knows that workers in different trades receive .dif-
ferent rates of wages. Highly skilled workers receive much higher
wages than unskilled workers who have no

Wages of skilled special technical training. Usually, = the

workers , greater  the skill, the higher the wages.

‘Different branches of industry require workers of different skill,
Hence the wages of workers in different industries are not the same.

Besides the difference in the rates of pay for workers in differ-
ent industries there is the difference in the rates of pay for work-
ers of different skill in the same industry. The skilled worker is
paid more than the:semi-skilled, the semi-skilled worker more
than the common labourer. "

What is the reason for such differences in the rates of wages of
workers according to skill? It is not difficult to understand this.
Anyone can perform unskilled labour, but the skilled worker
must go through a definite period of learning the trade, must
spend much fime and effort to obtain this skill. If there were no
differences in the rates of pay no one would want to spend the
time and energy to learn a trade, no one would try to obtain a
definite degree of skill. Co o

However, no amount of skill saves a worker from inhuman,
incessant exploitation under capitalism, o » "
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The introduction of new machinery generally makes great num-
bers of highly skilled workers superfluous. What was previously
done by a highly skilled master, who had spent many years in
acquiring his skill, is now done by a machine. Considerable sec-
tions of skilled workers become superfluous and are thrown out
of employment. In order not to starve to death they are compelled
to do unskilled labour at much lower pay.

The level of wages in 'the various capitalist countries is not the
same. There are very great differences in this among the various
countries, These differences are due to many
causes, :

It would be ridiculous to think that capi-
. talists in one country are kinder in their
rela_tlons to the workers than those in others. As a matter of fact
clap_'ltalists everywhere fry to lower wages to the lowest possible
11.:1111’[5. But conditions in different capitalist countries vary con-
SLd‘eI:a‘bly. Different countries have different histories. In America
for instance, capitalism developed under circumstances where z{

- The level of wages:
_in the various cap-
italist countries

shortage of labour was experienced rather than a superfluity of -

it:'an abundance .of free land for some time gave emigrants from
European‘ co'.un-trles the opportunity of seftling on the land. In
older capltahst counfries the working class organized earlier to
offer rfa'smtanc.e to the capitalists. In the more advanced capitalist
coyn‘trl‘es the intensity of labour, as well as the degree of average
skill of the workers, is very high. ‘ "
. Al'l these circumstances gave rise to the different levels of wages
in different capitalist countries. ‘ o
T;hus, for inslance, lf we take wages in England as 100, the
ques (the average hourly rate) in other advanced capitalist coun-
‘lues on the eve of the imperialist war were as follows:
England . . . . ., . 100 France
Germany , . . ., , . 75 U.S.A.

Accopd.inzg to eother calculations the average yearly wages of
workers in various countries (in 1900-07, in dollars) were:
USA. ... . .. 463 Austria »

England . ... ... 2568 ‘Russia
Germany._ SRR 237 - Japan ... ... .. 55
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In post-war years we also see considerably different rates of
wages in the various capitalist countries. Here are figures show-
ing the differences in real wages in various large cities of the most
important countries. The following figures show the conditions
existing in January 1929 and are based on the level of real wages
in London in 1924 which is taken as 100:

Philadelphia. . . . . 206 Berlin ... .. V]
Dublin . ....... 106 Madrid . . . .. ... 57
London . ... ... 105 Brussels . ... ... 52
Stockholm . . . . .. 93 Milan. .. ... ... 50
Amsterdam . . . . . 88 Rome ........ 44

It is understood that wages are particularly low in those coun-
tries where capitalism has only recently begun to develop. Prim-
itive accumulation in these countries ruins the peasantry and arti-
sans, throwing them into the army of those seeking employment.
In the colonies the living standard of the proletariat is extremely
low. The workers in China especially are subject to the most brutal
exploitafion. The Chinese coolie, feeding himself on a handful
of rice, often sleeping on the streets or in the parks and clothing
himself in rags, is, in the eyes of the capitalists, the most exem-
plary worker in the world. The more brazen capitalists tell the
European workers to take an example from the Chinese coolie,
to live as “economically” as he does. This kind of advice has
been heard particularly often during the present times.

As capitalism develops, the exploitation of the working class
grows. The conditions under which the workers conduct their
struggle about wage§ with the capitalists
continually become more disadvantageous
to the workers. As it develops, capitalism
brings with it both a relative and an absolute impoverishment .of
the working class.

The share of the capitalists grows bigger, the share of the
workers smaller. The figures for several capitalist countries show
this clearly. Let us take England. If we take the total values
created in the country (the so-called national income) as 100,
then the share that fell to the workers changed as follows:

Growth of capitalist
exploitation
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Amount of national .Amount of wages Workers’ share

Year_ " income in million “in million - of national income
‘ pounds sterling ' pounds sterling * (in per cent)
1843 .. ... ... 515 S285 - 456
1860 . . . . .. .. 832 : 392 47.1
1884 .. . ... .. 1,274 , 521 41.4
1903 . .. ... .. 1,710 655 388
1908 . . . ... .. 1,844 703 , 38.1

The share of the worker becomes steadily less.

At the same time, of course, the share of the national income
of the entire country, which goes to the cafpltahsts grows steadily
greater. What the working class loses the capitalists gain.

In an article written before the World War, - Lenin quotes the
following figures showing the impoverishment of the working
‘class. In Germany, for the period -hetween 1880 and 1912, wages
rose on an average of 25 per cent, while the cost of living for the

same period rose by at least 40 per cent. Lenin notes par hculally
that this took place in such a rich and advanced capitalist country
as Germany, where the situation of the workers was incomparably
better than.that of the workers in pre-revolutionary Russia, be-
cause of the higher cultural level in Germany, the freedom to
strike and form trade unions and the comparative political free-
dom, where the membership in labour unions amounted to. mil-
lions and where there were millions of readers of the labour press.

Lenin drew the following conclusion from this:

“The worker is impoverished absolutely, i.e., grows actually

"poorer than before, is compelled to live worse, eat more spar-

' ingly, remain underfed, seek shelfer in. cellars ‘and- attics. The

relative share of the workers in capitalist society, which ‘is

‘rapidly growing richer, becomes ever smaller, because the mil-

lionaires grow richer ever more rapidly. . In capitalist

. society wealth grows with unbelievable rapidity along51de lhe
impoverishment of the working masses.” * '

This is the situation in the richest capitalist countrles of the
world, where the capitalists can make concessions to the work-
ers, as they get tremendous. ploﬁts from the colomes Of coursé

E Lenin, Collected Wozlcs, Vol. XVI “Destltutlon in Capltahst Soc1ety,”
p. 212, Russnn ed. . . o . R
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in the more backward countries, in the colonies to which capital
goes for easy profits, the exp101tat10n of the workers proceeds
even- more rapidly. . ,

We thus see that capltahst explmtatlon steadily 1ncreases and

that the gulf between the working class and the bourgeoisie be-

comes ever deeper. The opportunists in all countries continually
talk of an abatement of the social contradictions, of the necessity
for civil' peace between the classes, of the possibility for the work-
ing class to'improve its conditions even under capitalism. The
working class, however, grows poorer not only relatively (in com-
parison with the boundless growth of the profits of the bour-
geoisie), but absolutely. Even in the richest capitalist countries
the food of the workers becomes continually worse, they live in
still more crowded quarters, experience ever greater want. At
the same time the intensity of labour of the workers increases
steadily. The worker has to spend more energy for each hour of
work than he had to spend formerly. The excessive intensity of
labour, the continual whipping up, rapidly exhausts the organ-
ism of the worker. There can therefore not only be no talk about
an :abatement of class contradictions, but on the contrary, thele
is a constant sharpening of these contladlctlons they grow in-
ev1lably ‘

With the growth of capltahsm, unemployment increases and the
50- called “reser ve army of labour” grows, furnishing hands to the
capitalists in times when industry néeds to
. be expanded, or when the older workers re-
fuse to work under the old conditions any
longer. Let us see how this takes place.

In its 1ncept10n capitalism finds a sufficient supply of potential
wage labourers on the market. This supply is composed of ruined
fal‘nlel‘s, arfisans and handicraftsmen, who have lost their means of
production. They are ready to work for the capitalist if he will
only give them the means of continuing their existence. There
must always be a definite reserve of free hands. ‘Only -on this con-
dition, can capitalist industry, based: on the exploltatlon of wage
labour, arise. ‘

- What does the further development of capltahsm lead to‘?

We have aheady seen that developmg capltahsm crushes the

Unemployment
and the reserve
army of labour
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small-scale production of the artisan and the handicraftsman by
its competition. The peasants are also ruined and many of them
are forced, willy-nilly, to leave their homes and to go into capital-
ist slavery. Capitalist indusiry grows, new plants and factories are
opened up, absorbing new masses of workers, Ruining small-scale
producers, capital attracts them to itself as wage labourers.
But together with this another phenomenon appears. There is
a continual process of technical improvement in production under
capitalism. And what does this technical im-
provement mean, what is the significance of
ihe new inventions? Their significance is
that they cheapen production, replacing
human labour by machine work. Thus with the development of
‘technical improvements fewer workers are needed to produce the
same quantity of commodities. Machines supplant workers. Ma-
chines compel workers to labour more intensely. This also causes
part of the workers to be thrown out of industry. Hence at the
dawn of capitalism, when the workers had not yet found out who
their real enemy was, they often gave vent to their rage against
existing conditions by attacking the machines. During strikes and
times of unrest the workers smashed machinery first of all, con-
sidering it to be the main cause for their terrible conditions.
Introducing new machinery and throwing the workers who
were supplanted by these machines onto the street, the capitalists
continually create unemployment. :

Supplanting of
workers.
by machinery

 Raising the intensity of labour they also increase the number
of unemployed. A definite number of workers bhecomes superflu-
ous. These workers are unable to find any need for their labour.
They constitute the industrial reserve army. The significance of
this army is indeed great. The existence of a constant army of un-
employed gives the capitalists a powerful weapon in their strug-
gle against the working class, The unemployed are usually willing
to go to work on any conditions: threatened with starvation they
have no choice. The unemployed thus exert a downward pressure
on the living standard of the proletarians who are employed.
Another significance of the reserve army is that it furnishes free
" hands at any time when the conditions of the market require
an expansion of indusiry. Then many thousands of unemployed
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find work for themselves, factories and plants increase the num-
ber of workers they employ. Unemployment temporarily de-
creases. But the introduction of new, improved methods throws
thousands of workers onto the streets again.

Thus capitalism with one hand gives work to the masses of new
workers-coming from the ranks of the ruined small-scale pro-
ducers, and with the other takes the last piece of bread from the
mouths of thousands and tens of thousands of workers who have
been supplanted by machines with the progress of capitalist tech-
nical improvements.

This constant replacement of workers by machinery, which is
a result of capitalist development, creates what is known as a

“relative surplus population” 'in capitalist
countries. Hundreds of thousands of people
yearly are compelled to emigrate from their
countries as they become superfluous and
are left without the faintest hope of obtaining employment. During
the post-war years this situation has grown still worse. The coun-
tries to which these emigrants flowed have closed their doors and
refuse admission. f

The existence and growth of an industrial reserve army have a
tremendous influence on the entire situation of the working class.
Poverty increases, the uncertainty of what the next day will bring
is ever present, and wages fall. The working class produces sur-
plus value with its labour, but it goes to the capitalist class. Part
of. the surplus value obtained from the working class the capital-
ists consume and thus destroy; the rest they add to their original
capital. If the capitalist originally had $100,000 and during the
year he has succeeded in squeezing out of the workers $20,000
in prolfits, he will add about half this sum to his original capital
for the next year. In this case his capital for the next year will
already be $110,000. He has increased his capital, has accumu-
lated $10,000. Accumulation of capital, therefore, is the addition
of surplus value to capital. The growth of capital as a result of
accumulating surplus value is enormous, The mass of surplus value

The general law
of capitalist
accumulation

© squeezed out of the working class grows ever greater as capital-

ism -develops. The mass of surplus value accumulated by. the
capitalists and which goes to increase their capital grows apace.

N



124 POLITICAL ECONOMY—A BEGINNER’S COURSE

Thus accumulation of capital brings with it the growth of the
wealth of a handful of capitalists. The surplus value created by
the labour of the working class becomes a source of the increas-
ing power of the exploiters. With the accumulation of capital the
degree of exploitation of the workers increases. Thus, under capi-
talism, the working eclass with its own labour creates the condi-
tions for an ever greater degree of its own exploitation.

With the accumulation of capital the living conditions of the
working class become steadily worse, the degree of their exploita-
tion increases.

All this is an inevitable resulf of capitalist accumulation. The
more capital the capitalists accumulate, the more they expand
production, introduce new machines, the more poverty and un-
employment spread among the working class.

This is the general law of capitalist accumulation discover ed by
Marx, and it is of immense significance for an understanding of
capitalism, for an’ understqndlno' of the direction in which capi-
talism develops.

Marx deﬁnes the Cfeneral law ol’ capitalist accumulation as fol-
lows:

“The greater the social wealth, the functlonlncy capltal the

extent and energy of its growth, and, therefore, also the absolute

mass of thé proletariat and the productiveness of its labour, the
greater is the industrial reserve army. The same causes which
develop the expansive power of capital develop also the labour
power at its disposal. The relative mass of the industrial reserve

army increases, therefore, with the potentlal energy of wealth.

But the greater this reserve army in proporfion to the aclive
labour army, the greater is the mass of a consolidated surplus
population, whose misery is in inverse ratio to its torment of
labour. The more extensive, finally, the lazarus-layers of the
working chss, and the industrial reserve army, the greater is
official pauperism. This is the absolute general law of capitalist
accumulation.” *

Marx further says about this law: -

[13
-the social productiveness of labour are brought about at the

E Marx, Capital, Vol. 1, pp. 659-60.

. within the capitalist system all methods for raising
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“cost of the individual labourer; all means for the dévelopment

of production transform themselves into means of domination
over, and exploitation of, the producers; they mutilate the la-
bourer into a fragment of a man, degrade him to the level of
an appendage of a machine, destroy ‘every remnant of charm
in his work and turn it into a hated toil; they estrange from
him the intellectiial potentialities of the labour process in the
same proportion as science is incorporated in it as an independ-
ent power; they distort the conditions-under which he works,
subject him during the labour process to a despotism the more
hatetul for its meanness; they transform his life time dinto
working time. . . . But all methods for the production of sur-
plus value are at the same time methods of accumulation; and
every. extension of accumulation becomes again a means for
the development of -those methods. It follows therefore tha!
in proportion as capital accumulates, the lot of the labourer. be
his' payment high or low, must grow worse. The law, ﬂna]]y,
that always equilibrates the relative surplus population, or in-
duslrial reserve army, to the extent and energy of accumula-
tion, this law rivels the labourer to capital. . . . It establishes
an accumulation of misery, correspondmv w1th accumula-
tion of capital. Accumulation of wealth at one pole is, therefore,
at the same time accumulation of misery, agony of toil, slavery,
ignorance, brutality, mental degradation, at the opposite pole,
i.e., on the side of the class that produces its own product in the
form of capital.” *

Thus we see that to the extent that capital is accumulated the
conditions of the working class must become worse. This general
worsening of the conditions of the proleta-
riat is brought about not only by means of
lowering.wages. Unemployment spreads and
becomes more frequent, more often affecting each individual
worker, each member of the worker’s family. The labour of the
worker becomes more intensive and as a result the worker ages
sooner and often becomes an invalid. The age limit at which a
worker is thrown out of capitalist enterpuses becomes lower and
lower. '

Impoverishment of
the working class

\

* Ibid., pp. 660-61,
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Capital buys out small groups of workers which it turns into
its faithful servants. A privileged upper section of the proletariat
is created—a workers’ aristocracy. The capitalists pay certain
groups of skilled workers highly, out of the tremendous profits
derived from the colonies, at the expense of an even more brutal
exploitation of the vast majority of the working class. This upper
section of the proletariat, bought and debauched by capital, fur-
nishes the main forces for the traitorous Social-Democratic parties,
which are the most faithful bulwarks of capitalist supremacy.

A great part of the highly paid sections of the workers, how-
ever, experience ‘a constant insecurity in their positions, an un-
certainty about the morrow. Capitalism inevitably ‘leads to a
worsening of their conditions.

The impoverishment of the working class reaches its utmost
limit in times of crisis. A crisis exposes and sharpens all the con-
tradictions of capitalism. The proletariat is

. reduced to the most extreme degree of im-
of the proletariat . -
and unemployment p(?verlshment. Every crisis calls for a cur-
under conditions  teilment of production and throws millions
of crisis of workers onto the street. The wages of
those who remain at work are reduced.

The present crisis is the deepest and sharpest of all crises ever
experienced by capitalism. The capitalist system, dying, and de-
caying while still alive, dooms tens of millions of people to un-
precedented tortures. Unemployment has reached monstrous pro-
portions. To the unemployed we must add the vast army of those
who work part time and receive a correspondingly infinitely low
wage. '

The present crisis brought a colossal reduction in wages in all
capitalist countries without exception. Attempting to shift the en-
tire burden of the crisis onto the shoulders of the working class,
the ecapitalists of various countries vie with one another in redu-
cing wages, bringing them to pauper limits, making it impossible
for the worker to satisfy even his most pressing needs. The living
standard of the working class, even in the richest capitalist coun-
tries, has gone down during this crisis in the most unbelievable
fashion. ’ :

 Impoverishment
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A tremendous number of facts bear witness to this. A journalist
who investigated conditions of the miners in England, wriles:

. “If you should visit the home of « miner in South Wales or
Durham, you would find that all the furniture that was bought
in better days has been sold. A boarder has been taken in to
help meet the rent payments; but most probably this boarder
has lost his job and cannot pay a farthing..If the father of the
family works, the son is sure to be unemployed; or the reverse,
if the son works, the father has lost his job. Everything that
could possibly be pawned has gone. There is hardly a miner
who can allow himself the luxury of getting any clothes for

himself, his wife or his children. They can only change their
clothes if they happen to buy some old rags which the mother

can somehow patch up.”

- Onece libraries were bnilt and theatres opened in miners settle-

ments on funds furnished by the miners themselves. Now the
libraries can purchase no books and the theatres are closed.

In certain other branches of indusiry in England the workers
are in an even worse state. An even more hopeless picture is pre-
sented by the textile workers of Lancashire, ,

Even when working at full capacity (i.e., four looms to every
weaver), the average wages of a weaver in the last few years did
not exceed 31 shillings 6 pence a week. But in most cases a
weaver works on only two looms and, in Beverly for instance, the
weekly wages of a weaver vary from 15 to 20 shillings. These
wages can be made, however, only if good raw material is avail-
able. Under the conditions of the. crisis, the employers use all
kinds of inferior raw material. Hence, the wages of the weavers
fall more because of this. Data collected in the course of many
official investigations speak eloquently about the poverty of the
Lancashire weavers. Thus, for example, the 1931 investigation in
Wigan showed that hundreds of workers live in houses con-
demned. by the city building commission as “unfit for human
habitation.” In Bolton such a commission established that most
of the houses inhabited by workers are “in the immediate vicinity
of the city dumps, galbage heaps filth, or cattle yards, surrounded
by mountams of manure.’
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In the United States in the years of the crisis the avelage week-
ly wage in industry was reduced as follows: ‘

“Years . Wages
(In dollars)
1929 . . .. oL L. 28.5
1930 . . . . .. ... 25.8
1931 .. . .. ... 22.6
1932 .. . ... ... 17.1

The year 1933 seems to show a certain increase in wages, but
_ it is only an apparent increase. In point of fact the increase in the
cost of living in this period was considerably higher than the in-
crease in nominal wages. According to the greatly understated
official figures, the cost of living rose by 7 per cent in 1933 in
comparison with 1932, but according to the figures of the Labour
Research Bureau food prices rose by 18 per cent in 1933. The
notorious “National Recovery Act” passed by the Roosevelt govern-
ment brought about a still further worsening in the conditions of
life of the workers. :

In fascist Germany the condltlons of the workels are going
from bad to worse. Letters of German workers give an idea of
the virtually penal conditions which the fascists have introduced
into the enterprises. This, for example, is what one working girl
writes from the factories of the famous international firm of Sie-
mens to a German paper abroad: ‘ '

“In the press shop of the small factories of Siemensstadt the
working conditions are terrible. With five working days per
week, on piecework, wages reach fifteen marks at the very
most. There are instances where a girl is only on four days a
week and in this time draws 9 marks all told. Under such con-
ditions there are in all only 2 marks left to live on, seeing that
5 marks go in rent and 2 marks for fares. The speed of the work
is frightful. The majority of the women cannot keep up with
the conditions of the piecework. The time needed for bringing
“and sending back material, for figuring out the work cards,
for seeing to defects in the Inachlne, for having breakfast, etc.,
is not taken into account.”

N
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- The following figures show the degree of impoverishment of
the working class in the United States during the crisis. The index
numbers of those employed for wages in industry and the total
sum paid them in wages for the years of the crisis (index num-
ber 1923-25=100) are given below. '

Amount

Month and year Number of workers paid outin
‘ employed wages

May 1929 ... ... ..... 105.3 112.9
May 1930 . .. ........ 94.8 . 954
May 1931 . .. ........ 80.1 73.4
May 1932 . .......... 63.4 46.8

From these figures it can be seen that in May 1929, i.e., before
the crisis, the number of workers employed was nearly the same
as in 1923-25, but that wages were somewhat higher. Then a
catastrophic fall begins in which wages fall at a much more rapid
rate than the number of workers employed. This means that the
sum paid out in wages falls, for two reasons: 1) because of unem-
ployment, and 2) because of the reduction in the wages of those
employed. For three years of the crisis the number employed was
reduced 30 per cent while wages fell 60 per ¢ent. Thus wages were
cut in half during this period.

In the United States the living conditions of the millions of
unemployed, who receive no help from the government, are par-
ticularly horrible. Thousands of unemployed, dispossessed for
non-payment of rent, tramp the roads, erecting. camps near the
larger cities. These camps of the unemployed in America are
called “jungles.” One bourgeois magazine describes a camp located
in the swamps near Stockton, California, as follows:

“When we saw the camp,” the writer says, “smoke was rising
from the tents erected by various groups of unemployed. Every
little group was busily preparing its food. The whole picture
was fantastic: here, from where one could see the city with its
stores, its grain elevators filled with grain, at one end, and the
sugar refinery, at the other, with its warehouses filled with pro-
visions all along the docks, these people, willing to work, were

" raking in the refuse thrown out from the warehouses, were
cleaning half-rotten carrots, onions or beans and cooking them
in old tin cans which they had picked up.”

9 Leontiev e
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The authors end their description of this picture of destitution
with the following words:

“We have always been taught in the good old American Way"

that ours is a free country. It is really free: these people are
free to choose any one of three alternatives: to steal, to die of
starvation or to turn into animals feeding on refuse.”

The bourgeois journalists forgot one other alternative: the revo-
lutionary struggle of the proletariat against the domination of
capital.

An unprecedented increase in the number of suicides, the phe-
nomenal spread of all kinds of diseases, innumerable cases of

death from starvation—these are the results of the inhuman living.-
conditions into which capital forces millions of people. Mortality

and disease among the children proceed especially rapidly.

But if such is the degree of impoverishment of the proletariat:

in the richer capitalist countries, the conditions in the backward

capitalist countries aré still worse. In this respect Poland offers a.

graphic example. Recently the result of an investigation of 204
Warsaw families of imemployed was published. This investigation

was conducted by a bourgeois organization that is far from sym-:
pathetic to communism. The families investigated were those of”

skilled workers. The report of the 1nvestlgat10n reads:

“It must be stated that in the vast majority of cases the food.
was below starvation minimum. Here are examples: a moulder’s.

family consisting of four people spends 12 zloti (about $1.50).

a week on food. They eat twice a day: potatoes, cabbage, bread..
They do not buy meat or milk at all, A tailor’s family consisting’
of six persons had not eaten anything in three days at the time

the commission visited it; there was also no fuel, no kerosene.
In another case a family of four persons had not had a cooked
meal for a period of three weeks. Their only food was bread

and tea. A family of an unemployed worker lives on the earnings.

of the wife who peddles prefzels on the street. Her earnings

amount to 1-1.5 zloti (about 15 cents) a day, and this is the:

~only source of income of a family consisting of ten persons.”

Summing up, the report states:

P
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“The principal food of the unemployed is potatoes and cab-
bage, more rarely bread and tea, occasionally cereal, very rarely
macaroni, etc., vegetables. Of the 204 families investigated,
meat is eaten only by 20 families once a week.”

Matters are even worse with respect to clothes. The repori
says:

“The greatest shortage is felt in shoes and outer clothing:
For instance, an unemployed baker’s family, consisting of six
persons, has no shoes whatever. When he leaves the house, the
father ties a pair of soles to his feet with string; the children
do not Jeave the house. In another case two children have one
coat. The mother takes the younger one to school, takes off his
coat, runs home and dresses the older boy. The same procedure’
is repeated when the children have to come home from school.”

About the terrible housing conditions of the unemployéd the:
report tells the following:

~ “Most of the homes investigated do mot satisfy the most cle-
mentary requirements of hygiene.” . |

Here are some characteristic examples:

“The home is in a cellar. Water drips doww the walls. The

- floor of the hallway leading to the home is always under three
centimetres of water. Three adults and.four children live in this
room. In a number of cases, more than ten persons occupy one
room. Of 929 persons questioned, only 193 sleep in separate
beds. This includes eleven persons who sleep on the floor,
fourteen children sleeping in cribs, and nine children sleeping
on trunks, henches or chairs. "The majority sleeps two, three
and more persons in a bed. In nine cases it was established that
five persons sleep in one bed, 'and in three cases even six in

a bed.”

Despite certain increases in industrial production, the number
of unemployed in Poland in the present year is higher than in
the previous year. In January 1934, the number of unemployéd
on the register of the Labour Exchange was 410,000; in the spring

g
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of 1934 it was 350,000, but even according to the evidence of
the bourgeois newspapers, the actual number of unemployed ex-
eeeded a million and a half. The total wages actually paid out to
the workers in big industry amounted (according to official data)
to 1,645,937,000 zloti in 1929, and to only 737,830,000 zloti in 1932,
a curtailment of 55 per cent. (There are no official figures for the
years 1933-34 as yet.) The eight-hour day has been abolished.
A series of new fascist laws have deprived the working class of
its small gains in the field of unemployment and health insur-
ance, accident and disablement benefits, etc.

Capitalist “rationalization,” that is, the ruthless sweating sys-
tem, encouraged by the government and introduced by the em-
ployers in the factories and mines, has resulted in an unpre-
cedented increase of accidents in industry. It is sufficient to state
that in the mining industry alone, in the years 1927 to 1932,
according to official figures, 1,039 miners were killed, 7,471 seri-
ously injured, and 97,331 sustained general injuries—out of a
total number of slightly over 100,000 men working in the coal
industry in these years.

In Japan in the coal industry the daily wage of a man in 1930
was 1.72 yen and in 1933, 1.11 yen; the wage of a woman in
1930 was 1.52 yen and . in 1933 0.73 yen. Children working as
helpers receive from 5 to 10 yen per month. In the textile in-
dustry of Japan; where girls often work as long as fifteen  hours
a day, they receive from three to five shillings a week and a
place in the factory barracks.

The following eloquent item appear ed inaJ apanese newspapel
in December 1933:

“A group of ten girls were detained by the police. In spite
of the cold they were wandering about in their summer apparel.
At the examination it transpired that they had run away from
a weaving mill, as they could no longer endure the arduous
regime of a working day of fifteen hours without a break, and
the bad conditions. When they were advised, to return to the
mill, the girls replied they would rather die.”

Similar news items in the Japanese papers are frequently seen.
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REVIEW QUESTIONS

. In what respect does the value of labour power differ from

the wvalue of other 'commodities?

. How does the form of wages help to mask capitalist exploita-

tion?

. What is the significance of the struggle of labour unions under

capitalism?

. Under what conditions is it more advantageous for the capital-

ist to pay on the basis of timework and under what conditions
on the basis of piecework?

. How is the difference in the rates of wages in different coun-

tries to be explained?

. What gives rise to the existence of a reserve army of labour?
. What is the effect of the general law of capitalist accumula-

tion?

. What causes the 1mp0vemshment of the working class under

capitalism?




‘ CHAPTER VI
Division of Surplus Value Among the Capitalists

We already know that surplus value is created ohly by the

labour of workers. But the various énterprises do not employ the

same number of workers. Moreover, the
greatest number of men is not always em-
ployed by the enterprise which has the
greatest capital investments. Let us take two capitalists, each
having the same amount of capital—a million dollars. One has
built an electric power station equipped with all the latest im-
provements. The other has opened up a stone quarry where much
manual labour is required. Only fifty workers are employed at
the electric power station whereas five hundred are.employed at
the quarry. The question arises: will the owner of the quarry
get ten times more profit than the owner of the electric power:
station?

We know that for capitalism the aim of production is to make
profit. If operating quarries (with the same outlay of capital)
were more profitable than operating electric power stations, many
fortune hunters would be found who would go into the quarry
business. On the other hand, few would care to invest their
capital in electric power stations. But we already know now what
this would lead to: the price of quarried stone would drop and
the price of electric power would rise. The question may, how-
ever, be asked, what are the limits within which these prices may
range? %

Let us assume that prices have changed to the extent that
both enterprises yield the same profits. Will. prices still change?
Obviously not. Therefore no owner of an electric power station

Equalization of
the rate of profit

will find it more profitable to go into the quarry busmess both .

enterprises have the same advantages.
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Capitalist indusiry consists not of one or two enterprises, how-
ever, but of a tremendous nummber of plants, factories, etc. The

amount of capital invested in ‘each one of them is, .of course,

different. But all these investments differ among themselves in
their organic composition, i.e., in the relation between constant
and variable capital. The greater the constant capital in com-
parison with the variable capital, the higher the organi¢ composi-

‘tion of capital. On the contrary, one speaks of a low organic com-

position of capital when the variable capital is greater in COln-
parison with the constant capital.
We can therefore say that the electric power R’oatlon is charac-

terized by a high organic composition of capital. In other enter- .
prises we shall find, on the contrary, a low organic composition
-of capital. In which cases will this be? It is not difficult to
answer this question. We find a low organic composition of capi-

tal whenever many workers ~are employed while the cost of

‘buildings, machinery, etc., is not very great. Let us take, for
-example, a contractor making embankments, etc., for a railroad

construction job—his expenditure of constant capital is not very
great? he buys some wheel-barrows, picks and shovels, and that
is all. But he will employ many labourers: the greater part of
his capital will go for the hiring of labour power.

Since surplus value is created only by the labour of the work-
ers, enterprises with a low organic composition of capital appear

‘to be the most profitable. But the struggle for profits among the

capitalists leads to the equalization of proﬁts with the same
amount of capital invested. The ratio of the profits of the cap-
italist to the amount of capital invested is called the rate of profit.
For instance, if by investing a million in an enterprise the cap-
italist gets profits to the amount of a hundred thousand, his rate
of profit is one-tenth, or 10 per‘cent. Competition among the
capitalists leads to the law of the general or average rate of profit.

This law, like all the laws of the capitalist system, enforces it-

self amidst ceaseless fluctuations in the struggle of all against all.

We shall show in an example how the rate of profit is equal-
jzed in capitalist society. For the sake of simplicity we shall as-
sume that there are only three capitals (or three groups of capi-

" tal) in society, all of the same amount, but differing in organic
composition. Let us assume the amount of capital in each to be
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100 units. The first consists of 70 units of constant capital and
30 units of variable capital, the second of 80 constant and 20
variable, and the third of 90 constant and 10 variable. Let the
rate of surplus value in all three enterprises or groups of enter-
prises be the same and equal 100 per cent. This means-that every
worker works half a day to earn his wages and the other half
day for the capitalist. In this case the surplus value obtained by
each enterprise will equal the amount of variable capital, i.e.,
in the first—30 units of surplus value, in the second—20, in the
third—10. If commodities produced in capitalist enterprises would
sell at their value, then the first enterprise would get 30 unils
of profit, the second—20, the third—10. But the amount of capi-
tal invested in each of the three is the same. Such a situation
would be very welcome to the first capitalist, but not at all so
to the third. In such a case it is more advantageous for the cap-
italist of the third group to transfer to the first group. This leads
to competition among the capitalists in the first group which
compels them to lower prices and at the same time gives the
capitalists in the third group the possibility of raising prices, S0
that the profit in all three groups is the same. »

'This course of equalization in the rates of profit can be shown
more graphically in the following tabulation:

Capital Constant Variable Surplus Value of  Sales Price Rate of
Capital Capital Value Commodities of Com-  Profit (in

) ' ¢ Produced modities percentage)
L..... 70 30 30 130 120 20
Im. . ... 80 20 20 120 120 20
. . . .. 9¢- 10 10 “ 110 120 20
Total 240 60 G0 360 360 20

Besides the difference in the organic composition of capital
the amount of surplus value squeezed out of the workers also
depends on the speed of turnover of capital. If two capitalists

~ have the same amount of capital and if the organic composition

of their capital is the same, the one whose capital turns over
more quickly will be able to squeeze out more surplus value. Let
one have a turnover once a year and the other three times a
year. It is evident that the second one will be able to hire three

-limes as many workers and squeeze out three times as much sur-
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plus value. On the whole, this difference is also equalized by the
same law of the average rate of profit, which takes effect through
competition among the capitalists.

But this means that commodities in capitalist society are sold,

. not at their value, but at prices which vary in some way from

their value. And actually under capitalism commodities are sold
at prices fluctuating about their ecost of production. The cost of
production of a commodity consists in the amount spent on pro-
duction plus average profit on the capital invested.

“Profit is the ratio between the surplus value and all the
capital invested in an undertaking. Capital with a ‘high ‘or-
ganic composition’ (i.e., with a preponderance of constant capi-
tal over variable capital to an extent above the social average)
yields a less than the average rate of profit; capital with a
‘lower organic composition’ yields a more than the average rate
of profit. Competition among the capitalists, who are free to
transfer their capital from one branch of production to another,
reduces the rate of profit in both cases to the average. The sum
total of the values of all the commodities in a given society
coincides with the sum total of prices of all the commodities;
but in separate undertakings, and in separate branches of pro-
duction, as a result of competition, eommodities are sold, not
in accordance with their values, but in accordance with the
prices of production (or production prices), which are equal
to the expended capital plus the average profit.” *

Under capitalism, commodities are sold not at their value, but
at the price of production. Does this mean, however, that the
law of value has no force in capitalist production? Not at all. We
must remember that the price of production is only a different
form of value. ‘

Some capitalists sell their commodities above their value, others
below, but all the capitalists taken together reccive the full value
of all the commodities, and the total profits of the entire capitalist
class are equal to the surplus value produced by all the unpaid
social labour. Within the framework of the whole of sociéty the
sum total of production prices is equal to the sum total of the

# Lenin. Marz-Engels-Marxism, “Karl Marx,” pp. 21-2.
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-values of the commodities, and the sum total of profits is equai
‘to the sum total of unpaid labour of the workers. A reduction in
the value of commodities leads to a reduction.in their price of
production, whereas an increase in their value leads to an increase

in their price of production. It is in this way that the law of

-value has its effect through the price of production.

“In this way the well-known and indisputable fact of the
divergenice between prices and values and of the equalization
of profits is fully explained by Marx in conformity with the
law of value; for the sum total of values of all the commoditics
coincides with the sum total of all the prices.” *

The capitalist conducts his enterprise for the sake of the profit
The derives from it. Profit is the motive power of capitalist in-
dustry. The development of capitalism,

‘Tendency towards  1gwever, inevitably tends to reduce the aver-

Tower rates of profit age rate of profit.

Profit is the mass of surplus value taken with respect to the
.entire capital invested in the enterprise. The rate of profit is the
ratio of the gains of the capitalist to his capital. But we know
that the amount of surplus value is determined by the amount of
wariable capital, that is, by that part of capital which goes for the
hiring of labour power.

The organic composition of capital, however, is continually
«changing with the development of capitalism, continually becom-
ing higher. With the growth of technical improvements, the
amount of raw malerial, machinery and equipment of enterprises
becomes constantly greater, and that part of the capital which
goes to pay for dead labour grows at a considerably more rapid
rate than the variable capital, which goes to pay for live labour.

But under capitalism the consequence of a higher organic com-
position of capital is the inevitable tendency towards a lower rate
of profit. Each individual capitalist, replacing workers by ma-
«chinery, cheapens production, broadens the market for his com-
‘modities and strives to obtain a greater profit for himself. This is
-sehfiengident, otherwise he would not install machinve;‘y‘.‘ But the
development of technical improvements, expressing itself in a

% Ibid, p. 22.
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higher organic composition of capital, calls forth consequences
‘which are beyond the power of the individual capitalist to remedy.
This consequence is the fendency towards a lower general (or
average) rate of profit. ’

“An increase in the productivity of labour means a more
rapid growth of constant capital as compared with variable
capital. Inasmuch as surplus value is a function of variable
capital alone, it is obVious that the rate of profit (the ratio of
surplus value to the whole capital, and not to its variable part
alone) has a tendency to fall. Marx makes a detailed analysis of
this tendency and of the circumstances that incline to favour
it or to counteract it.” *

Among the counteracting circumstances comes first of all the
increase in the rate of exploitation of the workers. It must further
be kept in mind that with the increase of the productivity of la-
bour, the value of machinery and equipment, etc., falls. If one
worker used to operate two looms and now operates sixteen, it is
necessary to remember that now the value.of the looms is lower.

Sixteen looms do not cost eight times as much now as two did
formerly, but only five or perhaps four times as much. Hence,
‘the fraction of constant capital that falls to one worker is not eight
times greater than it was, but only five or four times greater.
There are also other causes for the retardation of the fall in the
rate of profit. : : ’

It must also be understood that the reduction in the rate of prof-
it does not signify a decrease in the mass of profit, that is, in the
full amount of surplus value squeezed out of the working class. On
the contrary, the mass of capitalist profit grows steadily because -
«capital continues to grow, the mass of workers who are being ex-
ploited increases, the degree of exploitation becomes greater.

However, the tendency towards a lower rate of profit still exists
and exerts a powerful influence on the entire development of cap-
italism. This tendency towards a decrease in the rate of profit
greatly sharpens the contradictions of capitalism. The capitalists
try to counterbalance the falling off in the rate of profit by in-
«creasing the exploitation of the workers, which leads to a number

* 1bid.
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of contradictions between the proletariat and the bourgeoisie. The
fall in the rate of profit sharpens the struggle within the camp of’
the capitalists. In order to save themselves from this tendency
capitalists establish enterprises in backward countries, where
hands are cheaper, the rate of exploitation is higher and the or-
ganic composition of capital is lower than in the highly industrial-
ized countries. In addition, the capitalists combine in all kinds of
unions (trusts, cartels, etc.) in order to keep prices at higher levels,
trying thus to increase their proﬁts to keep the rate of profit from
falling.

During periods of crisis, when all the contradictions of capital-
ism grow most acute, the contradictions caused by the tendency
for the rate of profit to fall become clearly apparent.

As we have already said, under capitalist economy things are
produced not for immediate use, but for sale. Hence the troubles
of the entrepreneur are not over when the
commodities have been produced: they have
yet to be sold. The capitalist has to sell the
commodities he has produced in order to turn his capital into
money again.

Under developed oapltahst economy the producer does not wait
for the consumer to come to him for the commodities. As a rule,
the manufacturer sells his goods to an infermediary merchant
(middleman) and the latter manages the further movement of
the commodities to the consumers, to whom they will be sold.

Everyone knows that for irade, capital is necessary. Without
means the merchant cannot fulfil the function of bringing the
commodities to the purchaser, the consumer. If the industrialist
had to sell his goods himself he would have to expend a definite
amount of capital on equipping a store, hiring clerks, etc. Hence,
the industrialist lets the merchant take care of this, glvmg him a
share of the profit.

The profit of commercial capital thus consists of part of the
surplus value which the industrialist concedes to the merchant.
Expending a certain amount of capital, the merchant must receive
the usual rate of profit on his capital. If his profit is less than the
average it will be unprofitable to engage in commerce and the
merchant will transfer his capital to industry.

Commiercial ecapital
and its income

Forms of commerce,
Sspeculation
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- The merchant not only serves as an intermediary for commod-
ities produced at capitalist plants and factories, he also buys com-
modities from peasants, artisans and handicraftsmen.

In some village, say, the locksmith trade has flourished for ages.
‘The handicraftsmen themselves find it difficult to locate a market
for their products; their immediate region already has a sufficient
supply of locks. A buyer comes, who purchases a big lot, takes
it to another part of the country where he sells it advantageously.
In selling the locks the buyer receives their value, while the price
for which he purchased them from the handicraftsmen was very
low. Part of the difference between the sales prices and the pur-
chase price goes to pay various expenses: packing, transporting,

ete. The remainder.constitutes his profit, the gain received from the

trade. Thus commercial capital exploits the small independent

«commodity producers, gradually. transforming them into its. work-

men, working at home. In this way the merchant exacts his profit
from simple-commodity production.

Under modern capitalist economy trade is not carried on only

‘with articles of consumption. On the contraty, a tremendous num-

ber of commercial deals are transacted with
commodities which are needed for further
production or for transport:

A textile mill buys cotton, coal, machinery, looms, dyes. A ma-
-chine-building plant buys coal, iron and machinery. Railroads buy
vast quantities of rails, ties, railroad-cars and locomotives.

It is necessary to distinguish between wholesale and retail {rade.
‘The manufacturer customarily sells his goods to a wholesaler.
‘The wholesaler resells the goods to smaller tradesmen who, in
their turn, sell them retail to the consumer.

The structure of the trade apparatus in; capitalist countries is
very complex. Big deals are transacted at produce exchanges.

Some commodities pass through a number of hands before com-

ing to the ultimate consumer. The participants in these deals and
resales often do not even see the commodities: usually only ware-
house receipts are sold which merely confirm the presence of the

commodities and confer the right to receive them. It is clear that

not all goods can be dealt with in this way; for this it is neces-

sary that the goods be of strict uniformity, that the quality be easi-
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ly established and noted in the corresponding warehouse docu-
menits.

Frequently, merchants buy goods at the produce exchange not:
for the purpose of selling them to the consumer but only be-
cause they expect a rise in the market price so that it will be

possible for them to exact a profit on the resale of these goods.

Actually, prices fluctuate, dependent upon a number of causes.
which it is difficult or simply impossible to foresee. Let us say
that at the beginning of the summer a good harvest is expected.
and the price of grain falls; if later the harvest suddenly seems
to be worse than was expected, there is usually a sharp rise in
grain prices.

This creates the opportunity for speculation. Speculation is in-
separably bound up with the whole mnature of capitalist com-
merce. The gain which falls to the share of the speculator is
the loss of hundreds and thousands of people who take part in
the production of or in trade with the commodities which are
ithe subject of speculation.

In capitalist society it is not only the capltahst who owns an
industrial or commercial enterprise who receives an unearned
: . income. Under capitalism a continually in-
%&:ﬁrﬁcapltal and creasing number of parasites crop up, who

receive tremendous incomes  without doing
any work whatsoever, merely because they are in possession of
an enormous capital, possess a great amount of money.

How does the money of these capitalists increase?

The owners of money capital usually keep their money in a
bank. The bank pays a definite rate of interest on deposits.

But where does the bank get the means with which to pay out
this interest? Money that lies in the vaults of the bank in the
form of gold or bills does not increase of itself.

Capitalism knows only .one source for the increase of capital;
this source lies in production: in' the plant, in' the factory, the
mine, the agricultural enterprise, etc.

Therefore, a modern bank does not hide away and hold on to
the money which is deposited with it. It leaves only enough money
in the vaulis to meet the usual demands of the depositors. Expe-
rience has shown that in ordinary times only a small proportion
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of the depositors call for the return of their money daily. The
money which they withdraw is usually covered by new incoming.
deposits. Of course, things take a different turn in case of any un-:
usual event, as in times of crisis, war, ete. Then the entire inass.
of depositors suddenly, all together, demand the return of their
money. If the bank cannot make adequate preparations for this.
aitack and gather into its vaults a sufficient amount of money by
means of borrowing from other banks, from the government, etc.,.
and if it does not succeed in abating the “run” on the bank, it
“fails.” This means that it declares itself unable to pay back its.
depositors. A bank failure means the ruin of many capitalists,.
the wiping out of the savings of the petty bourgeoisie, etc. A bank.
failure thus only aggravates the crisis.

Under ordinary circumstances, however, the bank can keep com-
paratively little money in its vaults and yet be able to satisfy the-
demands of all the depositors who wish to withdraw their money.
The bank lends the remaining money to capitalists who are in
need of funds.

We already know for what purposes the capitalist needs money.
He needs it to use as capital, to be used for production. It makes:
no difference that he does not get the money permanently, but

only for a definite period of time. In the production and sale of -

his commodities, he realizes various sums of money at various:
{imes. From the money thus received the capitalist can repay the
bank loan. It must also be remembered that, under developed
capitalism, banks not only grant loans to capitalists for more or
Jess short terms, but that they also invest vast sums of money in
industry for very long terms. ;

The industrial capitalist uses the money reoelved from the bank.
as capital. With the help of his capital he expands production on
a much wider scale than he could have done if he had not ob-
tained the loap. The distinguishing feature of loan capital thus.

consists in the fact that it is applied in production not by the cap-

italist to whom it belongs, but by another. By using the loan ob-
tained from the bank in his enterprise the industrial capitalist who.
received the loan can hire more workers hence obtain more sur-
plus value.

The industrial capitalist has to pay part of this surplus value
to the bank. for the capital it put at his disposal. If he borrowed

.
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$1,000 and must repay $1, 070.at the end of a year, it is said that
the bank charges 7 per cent on money loaned,

In this case the bank will pay its depositors a somewhat. smaller
interest—say; 5 per cent—on money deposited. This means that

. of the $70 that the bank received from the industrialist, the bank

must pay $50 to the people who deposited the $1,000. The bank’s
profit will amount to $20 on this deal.

Anyone can see that this transaction is very similar to any other
ordinary commercial transaction. If a merchant bought a horse
for $50 and sold it for $70, he made $20. The bank also paid $50
and received $70, making $20 profit. The only difference is that
the commodity which the bank dealt with was not a horse nor
an ordinary commodity generally, but a commodity of a very spe-
cial nature. What this commodity is we have already seen: $1,000
converted into capital and used as capital for the period of one
year. The banks trade in capital; a bank is a merchant dealmg in
capital.

Capital is thus converted into a commodity with which irans-
actions are carried on in various ways. In these transactions the
price of capital is established. In our case
$70 was the price paid by the industrialist
for the use ‘of $1,000 worth of capital for a period of one year.
This price was paid by the entrepreneur to the merchant of capi-

tal—the bank. In its turn the bank paid the owners of this capital
$50 for the right to use it for one year.

The question now arises, what does this price depend on, what
determines the rate of interest paid for capital?”

This rate is subject to frequent change. Capitalists often say:
money is cheap now, or: money is dear now. In the first case this
means that money can be borrowed at low rates of interest, in the
second case, on the contrary, a high rate of interest must be paid.
As in every commercial transaction, the price in this case is ulti-
mately determined by supply and demand. If in a given month
very many capitalists need additional money and determine to get
it at any cost, then the demand on money for loans is great. Let
us see, however, to what extent this cost can become greater.

In our example the industrial capitalist paid the bank $70 for
the use of capital amounting to $1,000 for one year. Why wais

Rate of interest
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such a transaction advantageous to him? Because he very prob-
ably made 15-16 per cent profit on the capital invested in his
enterprise. This means that on every $1,000 invested, the entre-
preneur realized $150-160 in profit. After paying the bank $70
he still had $80-90 left. This is the difference between the rate of
profit obtained in industry and the rate of interest paid to the
bank.- ,

Should the rate of interest rise because of the demand for loans,
this rise evidently has its limits. The bank may demand $80-90
instead of $70. It will still be of advantage to the indusirialist to
take the loan. But if the bank will demand $150-160 he will refuse.
Under these terms he would get no profit but only much trouble.

Thus, in rising, the rate of interest is limited by the average rate .

of profit of the entrepreneur. It is usually considerably less than
the average profit. Only in rare cases (during crises) does it reach

this level: On the other hand, with an increase in the supply of

money over the demand the rate of interest paid for its use will

fall.

Depending on circumstances, the rate of interest in this case

may fall exceedingly low, al“though of course, no one will lend
money gratis.

REVIEW QUESTIONS

1. How is the difference in the organic composition of capxtal
in various branches of industry to be explained?

2. How is the rate of profit equalized?
3. What determines the price of production?

4. Does the sale of commodities &t the price of production
contradict Marx’s teaching on value?

5. What are the causes of the tendency for the fall in the rate
of profit?

6. Where does the profit of commercial capitalists come from?
7. How does a bank trade in capital?

{0 Leonlicv e



CHAPTER VII
Capitalism in Agriculture |

Until capitalism became widespread there was no such thing as
modern industry. There were no gigantic metallurgical plants em-
ploying thousands of workers, there were no
oil derricks, mo textile mills with their hun-
dreds of thousands of humming looms and.
shuttles. Before capitalism there were no railroads or steamships..
Large-scale industry was created by capitalism: previous to large-
scale industry there were only artisans and handicraftsmen in Lils.
place. »

It is different with agriculture. Long before capitalism, people:
occupied themselves with tilling the soil, cattle-breeding, raising all
kinds of ‘animals and plants useful to man. When capitalism arose-

Antithesis between
city and village

agriculture was in the state of feudalism. The development of"

capitalism rapidly began to destroy the mainstays of agriculture,.
- but in many countries, nevertheless, remnants of the feudal system:
proved very vital and survived even after the triumph of capital--
ism. The most important survival is the retention of land in the:
hands of landlords, in the hands of private owners generally.

Capitalism effects the separation of industry from agriculture..
Under the former pre-capitalist relations, clothes, shoes, and a
number of other articles for everyday use were produced within:
the peasant family or by peasant artisans. Capitalism creates tex-
tile and shoe industries, which because of the low cost and supe--
rior quality of their production supplant peasant production.

But capitalism not only separates all new branches of industry
from agriculture. Capitalism creates a gulf between city and vil-
lage, creates and continually deepens the antithesis between in-
dustry and agriculture. In industry the development of capitalism
brings with it a rapid growth of technical improvement; every
decade, sometimes every year, brings new methods of production,
new improvements, new machinery. Agriculture, even in the most

advanced capitalist countries, lags behind this tempestuous growth.
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of industry. Dragging agriculture out of its previous narrow limits
of natural economy and freeing it from the trammels of serfdom,
capitalism at the same time brings with it the ever-growing op-
pression of exploitation for the broad masses of the village, con-
demning them to ignorance, backwardness and poverty. The many
millions of the village population, the peasants, even in the most
advanced countries, are cut off from city civilization, live in a
state of ignorance and backwardness.

The rapid growth of industry dand the extreme backwardness of
agriculture—this is one of the deepest contradictions of the cap-
italist system, giving rise to all kinds of upheavals and crises,
foreshadowing and preparing the inevitable downfall of cap-
italism. . :
“Agriculture lags behind industry in its development—this is
a phenomenon inherent in all capitalist countries and is one of
the most deep-seated reasons for upsetting the proportion
among the different branches of the national economy, for
crises and high prices.

“Capital has freed agriculture from feudalism, dragged it into
the commercial whirlpool and togethér with this into the eco-
nomic development of the world, it has torn it away from stag-
pation, the barbarism of the Middle Ages and patriarchalism.
Nevertheless, capitalism has not only failed to remove the op-
pression, exploitation and poverty of the masses, but, on the
contrary, it creates these miseries in a new form and re-estab-
lishes their old forms on a ‘modern’ basis. Not only is the con-
tradiction between industry and agriculture ynot removed by
capitalism, but, on the contrary, it is widened and sharpened
to an ever greater extent. The pressure of capital, which grows
principally in the spheres of commerce and industry, falls more
and more heavily upon agriculture.” *

The prime prerequisite for production in agriculture is land. In
all capitalist countries landis the private properiy of individual
landowners. In almost all of these coun-
tries tremendous tracts of land are in the
hands of the landlords—}arge-scale owners who do not work the

Ground rent

# Lenin, Collected Works, Vol. XVIL, “New Data on the Laws of the Develon-
ment of Capitalism in Agriculture,” p. 639, Russian ed.
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land themselves, b‘ut rent it out. The landlords have retained their
large estates from the days of serfdom. They live as before on the
fat of the land at the expense of the labour of others. Merely the
form in which they exploit the peasants, squeeze out their income
has changed. Only in the Soviet Union has the land been, nation-’
alized, i.e., taken away from the landlords and all other private
owners, and ownership has been vested in the proletarian state
w!nch turns part over to the toiling peasantry, giving land to all
toiling peasants without charge, and employing part for the or-
ganization of large-scale state farms which raise produce for sup-
plying the workers and to satisfy the requirements of state in-
dustries serving these same workers.

Under capitalism the owner of the land receives rent. Anyone
who wants to engage in agriculture and has the hecessary capital
for it must first of all rent a piece of land, at a definite 1‘e-nta1
and for a definite period of time, from the one who owns ihis
land. The owner of the land exercises his rights of ownership to
collect tribute from all those who need land. This tribute re-
ceived by the landowner is called ground rent.

It is necessary to discriminate between differential rent and
.ab:qolute rent. First, let us take differential rent. We know that
in industry the value of commodities and their cost of, prodﬁction
are determined by the average conditions.of production. This is
not so in agriculture. Land area is limited and cannot be in-
crezgsed as needed. Different pieces of land are not of the same
fertility. An important role is also played by the distance of the
land from large cities, rivers and oceans or the railroads. From
!oetter soil with the same expenditure of capital a better harvest
is obtained. Land which is advantageously located saves the hus-
bandman expenses which are required to transport products when
the land is located in isolated districts. The cost of production
of agri\cultural products is determined by the conditions of pro-
duction on the worst soil, otherwise capitalist entrepreneurs
WO}llwd not work the worst soil but would transfer their capital
to 1r.1dus‘try. But if such is the case those working the better soil
%'eah.ze an excess income. Who gets this income? It is clear that
it falls into the hands of the landowner.

But besides this differential rent the landowner also gets ab-
solute rent. The land is a monopoly of private owners. This
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monopoly of land ownership prevents the free transition of capi-
tal from industry to agriculture. In order to work the land, the
permission of the landowner must be obtained. Technically, agri-
culture is on a lower level than industry. Therefore the organic
composition ‘of capital in agriculture is lower than 'in industry.
This means that with the same capital invested, more surplus
value is produced in agriculture than in industry. If {here were
a free flow of capital between agriculture and industry the rate
of profit would be equalized by means of competition, But such
freedom does not exist because of the private ownership of land.

" Hence agricultural products are sold at prices above the price of

production. The excess thus obtained goes into the pockets of
the landowner and is called absolute ground rent. Marx says that
absolute ground rent is tribute paid to the landowner.

Lenin gives the following concise characterization of the con-
ditions which give rise to differential and absolute rent.

“ . ..in the first place, we have the monopoly of the use
(capitalist) of the land. This monopoly originates in the limited-
ness of land, and is therefore inevitable in any capitalist so-
ciety. This monopoly leads to the price of grain being deter-
mined by the conditions of production on the worst land; the
surplus profit, obtained by .the investment of capital on the
best land, or by a more productive investment of capital, forms
differential rent. This rent arises quite independently of private
property in land, which simply enables the landowner to collect
it from the farmer. In the second place, we have the monopoly
of private property in land. Neither logically nor historically
is this monopoly inseparébly linked up with the previous mo-
nopoly.

“This kind of monopoly is not essential for capitalist society
and for capitalist organization of agriculture. On the one hand,
we can quile easily imagine capitalist agriculture without pri-
vate property in land, and many consistent bourgeois econ-
omists demanded the nationalization of land. On the other
hand, even in practice we have capitalist organization of agri-
culture without private ownership in land, for example, on
state and communal lands. Consequently, it is absolutely essen-
tal to draw a distinction between these two kinds of monopolies,
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and cons;equently, it is also necessary Lo recognize that absolute
rent, which ids created by private property in land, exists side
by side with differential rent.” *

The Marxian theory of rent, explained abowve, fissues from the
following premises. The landowner leases his land. The lessee is
a capitalist who works his land by means of
wage labour. In such a case it is not difficult
to understand. the source of the ground rent

Scource of ground
rent

that goes to the pockets of the landowner. The wage workers pro--
duce surplus value ‘with! their unpaid labour. This surplus value"

first gets to the capitalist-lessee who divides it into two parls: one

part he keeps—this is his entrepreneur’s profit, the profit on his in-

Vqsted capital-—and the other part, a definite excess over and above
this profit, he is forced to give to the landowner. This part of the
sgrplus value is the rent. It is perfectly evident that absolute and
differential rent, like any other income derived without labour
under capitalism, can have only one source—surplus’ value pro-
duced by the labour of the working class.

“All ground rent is surplus value, the product of surplus la-
bour,” #* says Marx. , -

“The theory of rent presupposes that the entire agricultural
population has been split up completely into landowners, capi-
talists and wage labourers. This is an ideal of capitalism but by
no means its reality,” *** says Lenin.

In reality matters are much more complicated. Nevertheless the
theory of rent maintains its full force even under the more com-
plicated circumstances. It often happens in capitalist society that
the landowner does not rent out his land but hires labourers him-
self to work on it. Then he is at once landowner and capitalist
entreprencur. As landowner he gets rent and as icapitalist he gets
profit on his invested capital. In this case rent and profit get to
one and the same pocket. A ;

* Lenin, Collected Works, Vol. IV, Book rnati
tishors Now Yor 1999 , Boo I,v pp. 199-200, International Pub-
#% Capital, Vol. II1, p. 743.

®#% Lenin, Collected \Works, Vol. 11 415 . .
Realization,” Russian ed. ) . II, p. 415, “Once More on the Problem of
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Very frequently the landlord’s land is rented not by capitalist

enirepreneurs but by peasants.who work the land themselves
-without employing wage labour. Peasants pressed by the dearth
.of land are compelled to rent land from the landlords under the
‘most enslaving conditions. In this case also it is clear that the
Jandlord obtains rent in the form of money [payments, in. the form

of labour rent (work done for him), in the form of payments in

_kind, by which he enslaves the peasant. Where does the rent come

from in this case, since there is no wage labour creating surplus

-value?

It is quite evident that in this case the source of ground rent is
the exploitation of peasant labour. The peasant gives part of the
products of his labour to the landlord as rent. This part taken
.away by the landlord is often so great that the peasant is doomed

‘1o a half-starved existence while doing the most difficult and ex-

hausting work. That is why Marx says about the peasantry under
capitalism, “their exploitation differs only in form from the ex-
ploitation of the industrial proletariat.” *

However, in capitalist countries the peasant often works on his
own strip of land. How does the matter of rent work out here?
. Under capitalism the land is privatel
Pprchase and sale owned. It ‘ispsuibject to purchase (E)nd salz
of land o o s R

The peasant under capitalist. conditions
must buy the strip of land he wants to own. Let us see how the
price of the land is determined.

The landowner has a piece of land which he leases. The lessee
pays him $5,000 a year in rent. He has grown rich and asks the
Tandowner to sell him the land. What price will the landowner
ask? He will figure in this way: if I do mot sell the land, it will
bring me $5,000 in rent every year. Under all circumstances L
must not lose by the sale. I must get such a sum of money as will
bring mg $5,000 in interest annually if I deposit it in the bank.
Let us assume that the bank pays 4 per cent for money deposited
-with it. Then our landowner, will easily figure out that he must
get $125,000 for the land, since if $125,000 are deposited in a
bank which pays 4 per cent interest on deposits they will bring

* Marx, The Class Struggles in France, p. 122, Moscow, 1934,
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$5,000 annually. In this case the price of the land will be $125,000.

Sometimes the value of land is spoken of. This is incorrect., If
we do not take into account improvements made by human labour
(for instance, buildings, water pipes and irrigation), the land by
itself does not and cannot have any value: Land is not a product
of human labour. But land, although it has no value, can have
{(and under capitalism always has) a price: This price ensues from

the fact that the land has been usurped by theé landowners. as

private property. ;

We thus see that the price of land is determined by the income
which it can bring annually. The sum of money is fixed at the
amount which would bring an equivalent income when deposited
in a bank at a set rate of interest. This way of figuring is ealled
capitalization. That is why Marx says that “the price of land is.
nothing but the capitalized . . . rent.” * Thus by purchasing a
strip of land the peasant pays the rent for a period of years im
advance:

Ground rent is a heavy weight which hampers the development
of agriculture under capitalism. A considerable proportion of the
surplus value produced -in agriculture falls
into the hands of large landowners who do
not reinvést it in improvements, but who
spend it in the cities, Things are no better
when land is q)tuchased The agricultural producer then sinks
most of his capital into the purchase price and very little is left
with which to buy machinery and equipment. Ground rent is

af sort of pump which pumps great riches from agriculture into
the pockets of parasite landlords. In this way ground rent aggra-
vates the age old backwardness and barbarism of agriculture. Thus
,ground rent, a result of the private ownership of land under capi-
talism, helps to increase the antithesis between city and village.

With the development of capitalism there is a very rapid growth
of the amount of ground rent. This is easily to be understood. Ab-
solute rent grows with the increase of the area brought under
cultivation. Differential rent, however, grows very rapidly, as with
every new piece of land brought under cultivation the difference

Ground rent and
the backwardness
of agriculture

* Marx, Capital, Vol. III, p. 939.
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in the fertility of the land and its location, as well as the differ-
ence in the productivity of various investments of capital on one-
and the same land, grow apace. Ground rent is also very much in-
creased by the circumstance that the quality of land long under-
cultivation is improved by the investment of tremendous amounts
of labour in the manifold improvements (irrigation, fertilization,.
road building, stump clearing, etc.). Ultimately, the fruit of all
this labour goes to the landowner. ' »

The constant rise in ground rent leads to a continuous increase-
in the price of land. Not to speak of large cities and their im-
mediate environs where every square foot of land goes up fo ex-
orbitant heights, the price of land in the villages also rises. Thus,
the value of all farm property in the U.S.A, increased in ten years,
from. 1900 to 1910, by more than $20,600,000,000. Of this amount
only $5,000,000,000 are due to the rise in value of equipment and
buildings, the other $15,000,000,000 being due to increases in the-

“price of land.

* The growth in the amount of ground rent, a growth which keeps
pace with the development of capitalism, means an increase in:
the tribute which society pays to the parasite landlords. The in-
crease in ground rent makes the developient of agriculture eve:
more difficult, still further perpetuates its backwardness, still fur-
ther widens the gulf between indusiry and agriculture.

The development of agriculture under capitalism is held back
not only by ground rent. Production for the sake of profit, the
general planlessness and anarchy of capitalist production lead to
a piratical exhaustion of the soil. Capitalist crises, Shaking_then
entire economy, often have the most ruinous consequences in the:
sphere of agriculture. The growth of capitalist contradictions em-
braces agriculture as well as industry.

Capitalism brings with itself the victory of large-scale over
small-scale production. Large-scale production possesses tremen-
~dous advantages. Large-scale production

opens up opportunities for the application of

machinery on a broad scale. Large-scale
production can vastly increase the productiv--
ity of labour over that of small-scale production. Capitalist in-
dustry thus continually pushes out the artisan and the handicrafts--

Large and small
scale production
in agriculture
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man. Among capitalist enterprises themselves there is a constant
struggle which deads to the victory of a few of the larger enter-
prises in every field.

The victory of large-scale production over small-scale produc-
tion in industry is indisputable. Even the most rabid defenders of
«capitalism rarely deny this. The victory of big capital over the
small producer, the triumphant progress. in the conceniration and
centralization of capital evoke an enormous increase in the class

«contradictions. The middle section is gradually being wiped out,
~ the intermediate section between the bourgeoisie and the '1')1'01e-
tariat, consisting of a mass of smail producers, artisans, traders,
etc., disappears. The petty bourgeoisie is ground down, a rare
individual rising to the capitalist class and many thousands sink-
ing into the ranks of the working class. Two opposite classes—
a small handful of the bourgeoisie and the tremendous mass of
the proletariat—face each other grimly; this is the result of the
‘triumphant progress of large-scale capitalist production. ‘

Unable to deny the expropriation and ruin of small industry,
the defenders of capitalism assert that small-scale production is
firmly entrenched in agriculture. There, according to them, large-
scale production does not have the advantages it has in industry.

The defenders of capitalism persist in this assertion. As a
matter of fact, however, large-scale production in agriculture is

incalculably more advantageous than small-scale production. In

the Soviet Union the growth of large state farms (sovkhozes)
and collective farms (kolkhozes), which have an immeasurably
greaber productivity than the scattered small farms, prove this
better than any words can. But even in the capitalist world the
«advantage of large-scale production in agriculture is indisputable.

It is self-evident that the advantages of large-scale production
under capitalist conditions and under conditions prevailing in the
U.S.S.R. are entirely different in character. Under Soviet conditions
‘the advantage of large-scale production in the collective and state
farms consists in the fact that the farms are conducted on socialist
principles, ‘bringing untold benefits to the broad. masses of the
toilers, being a highroad to socialism for them. Under capitalist
-conditions, however, large-scale production gives the capitalist
an advantage over the small producer, helps to enslave the toiling
masses.
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Only large-scale production can afford to employ expensive
machinery, tractors, combines, etc., which multiply the productiv-
ity of labour many-fold. Only large-scale production can freely
obtain credit from capitalist banks and on immeasurably easier
terms than the small farmer gets. A large undertaking can organize
the sale of its products as well as the purchase of necessary ma-
terial, etc., more advantageously. Only in large-scale agriculture
is the application of science jpossible. The tremendous advantages
of large-scale production in agriculture are thus evident.

Despite Lhe backwardness of agriculture as compared with in-
dustry, the application of machinery and artificial fertilizers is
Zaining headway in capitalist countries. The application of com-
plex machinery to advantage is possible only on large farms. The
number of tractors in the U.S.A. has increased from 80,000 in
1918 to 1,000,000 in 1930, the number of combines—from 3,500
in 1926 to 50,000 in 1930. In Germany the use of nitrogenous
fertilizers has risen two and half times between 1913 and 1928-29,
the use of potash—one and a thalf times. In France the use of
nitrogenous fertilizers has doubled, potaslh is used five times as
much, superphosphates twice as much. A large part of the bigger
farms in Germany use machinery; small farms cannot afford
machinery, of course. The small farms cannot afford to have
their own tractors, auto trucks, or electric motors. The majority
of the larger farms have these. Thus in Germany in 1925 electric
motors were used on 70 per cent of the farms having over 200
hectares each, tractors on 14.5 per cent, steam engines on 60 per
cent, trucks on 8 per cent. Capitalist private ownership, however,
places insurmountable obstacles in the way of increasing the size
of farms to a point where modern technical improvements could
really be wisely utilized. Even the comparatively large farms of
capitalist countries are seldom big enough to fully exploit the
modern, powerful tractors and combines. Even on large farms
these machines are not utilized to full capacity. Only the socialist
revolution, tearing down all the barriers of private property, cre-
ates the conditions for the full utilization of modern technical
improvements in agriculture.

Capitalism leads to the triumph of large-scale production in
agriculture as well as in industry, and to the displacement of
small-scale by large-scale production. Due to the backwardness
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of agriculture, however, this general law of capitalist development
manifests several peculiarities with respect to agriculture. Because
of the backwardness of agriculture, the introduction of machinery
is comparatively slow. That is why there are still many small
peasamL farms even in the most advanced capitalist countries,
farms in which there is a brutal abuse of labour power and a
spoliation of nature. The small farmer under capitalism will bear
every sort of privation just to keep his strip of land, his sceming
independence. The small farm maintains itself only by means
of the most exhausting labour of the farmer and his entire family.
At the same time, the small farm leads to the land being robbed
of its fertility: it is poorly fertilized, improperly tilled. The quality
of cattle becomes lower. The small farmer and his family lead a
half-starved existence while performing almost inhuman labour.
He lives in constant fear of the next day. Every increase in taxes,
every fall in the price of his products, every rise in the prices of
industrial goods raises the question of the possibility of his further
independence. Masses of small farmers are ruined every year im
spite of their almost superhuman efforts to save their independ-
ence.

Often a large landowner finds it to his advantage to preserve
the petty farms of the surrounding peasantry. Having a tiny strip
of land the farmer cannot make a living on it. He is compelled o
sell his labour power to the neighbouring large landowner. If the
farmer did not have his tiny strip of land to tie him down to the
place, he would probably go to the city to find work and the land-
lord would lose this cheap labour power. The farmer becomes a
“wage-labourer with an allotment,” as Lenin called such peasants..

“We thus see that the principal and basic tendency of capital-
ism is to crowd out small-scale production by large-scale pro-
duction both in industry and in agriculture. But this crowding
out must not be understood only as immediate expropriation;
this crowding out ‘also includes the ruin and the worsening of’
conditions of the small landowner, which may last for years.
and decades. This worsening of conditions is evidenced by the
excessive labour, the insufficient nourishment received 'by the
small farmer and by his encumbrance with debts, by the in-

ferior fodder and poorer general upkeep of his cattle, by the’

0
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deteriorated conditions of his land with respect to tilling, fertil-

ization, etc., by the stagnancy with respect fo technical improve-

ments, ete.”” ®

The defenders of capitalism consciously obscure all these cir-
cumstances when they assert the advantages of small-scale over
large-scale farming. They praise the patience and endurance of the
small farm owners to the skies. But they consciously avoid all
reference to the privations which fall to his lot.

We have already mentioned that in capitalist countries by far
the greatest part of the land is in the hands of a small group of
large landlords and capitalists. In capital-
Distribution of ist countries, the vast majority of small
fiqn'd and the con- farmers taken together have less land than
Ad]tm.n s of .fa.r.n " the small handful of large landowners. Most
ers in capitalist \ .
countries of the land is concentrated in the hands of
the large landowners.

In Germany, according to the census of 1925, 60 per cent of
‘the farms having an area of up to 2 hectares each constitute only
6.5 per cent of all the land, while 11.5 per:cent of estates of over
10 hectares each constitute 67 per cent of all the land. This means
that a handful of large estates (about one- -tenth of all the farms)
have two-thirds of the entire land while the overwhelming
majority of small farmers have only one-sixteenth part of all
the land. In France, in 1908, farms of less than 1 hectare con-
stituted 38 per cent of all the farms; their fotal landholdings
amounted to only 2.5 per cent of all the land. Thus two-fifths of
the farmers had only one-fortieth of the land. But estates of over
10 hectares constituting 16 per cent of all the farms had 74.5 per
cent of the land, that is, approximately three-quarters of all the
land. In Poland, in 1921, farms of less than 2 hectares made up
34 per cent of all the farms; these had only 3.5 per cent of the
land. But estates of over 100 hectares each, making up only 0.5
per cent of all the farms, owned almost half (44 per cent) of the
land. In Hungary half the land is owned by 99 per cent of all
the farms (small and middle-sized farms) while the other half
is owned by only 1 per cent—large landowners. In other words

% Lenin, Collected Works, Vol. XVII, “New Data on the Laws of the Develop-
went of Capitalism in Agriculture,” p. 619, Russian ed.
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10,000 landlords have as much land as almost 1,000,000 small
farmers.

Before the revolution in Russia the greater part of the land
was also in the hands of landlords, the royal family, the monas-
teries and the kulaks (rich, exploiting peasants). Thirty thousand

of the largest landowners of pre-revolutiomary Russia held

70,000,000 dessiatins * of land. Ten million of the poorest peas-
ant farms also held about 70,000,000 dessiatins of land, thus
making a proportion of about 324 poor peasant farms to each
large eslate owned by a landlord. A large landlord’s estate con-
sisted of 2,300 dessiatins on the average, a peasant farm-—of 7
dessiatins of land. Insufficient land or no land at all-—that was.
the lot of the village poor. Only the October Revolution drove the
parasites off the land and turned it over to the working peasantry.

Such a distribution of landownership leads to the enslavement
and impoverishment of the farmers. The toiling farmer is forced
to rent land from the landlord under the most enslaving condi-
tions. In addition to the disadvantages of small-scale farming with
its technical backwardness, a number of other circumstances press
upon the small farmer. He must give up’ the lon’s share of his
products to the landlord in the form of ground rent. The govern-
ment taxes him. In America, for instance, taxes eat up two-thirds
of the farmer’s income. If; in case of a crop failure or some family
- disasler, the farmer is compelled to take a loan from the bank, he
can never extricate himself from the interest payments. The
middleman also victimizes the small farmer and entangles him in
all kinds of enslaving conditions.

The 1930 census data for the U.S.A. graphically plcture the im-
poverishment of the American farmer. For the ten years of 1920-3¢
the total value of farm lands has fallen from $55,000,000,000
to $35,000,000,000. 'The average value of the land and buildings
of each farm has fallen from $10,000 to $7,500. The number
of farms has decreased from 6,400,000 in 1920 to 6,300,000
in 1930. The number of farmers who have rented land has
increased from. 2,455,000 to 2,664,000 during this period. The area
under cultivation on owned farms decreased from 637,000,000 to
618,000,000 acres; at the same time the area under cultivation on

*One dessiatin equals 2.7 English acres.
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rented farms increased from 225,000,000 to 306,000,000 acres.
These figures bear eloquent witness to the impoverishment of the
bulk of the American farmers, to the decrease in the land owned
by the farmers, to the increase in rented.land, to the decline in.
individual small-scale farm economy.

In Japan, according to official data of the Ministry of Agrlcul-'
ture for 1932, of 5,576,000 peasant families 1,478,000 have no
land whatever and rent land from the big landowners; 2,500,000
have less than one-half hectare each of their own land; 1,240,000
—from one-half to one hectare. Of both these categories of-
“gwners,” 2,360,000 are compelled to rent additional land in order
to be able to exist. The landlords, as a general rule, parcel out
their land for renting in small strips, because even the most in--
tense exploitation of cheap labour power brings in less than rent
does. For these small strips of land rented out fo peasant families
(about 70 per cent of peasant farms till less than 1 hectare per
farm) the landlord collects in rent as much as 50 per cent and
over of the gross rice harvest. '

Under capitalism the peasant is doomed to a bitter struggle for-
existence. He works himself to exhaustioh in an-attempt to pre-
serve his “independent” farm. The soil is.
depleted, the condition of the cattle becomes
worse; the living conditions of the farmer-

and his family sink steadily lower. Taxes.
engulf him, he has to pay rent for the land. He easily falls into
bondage to the usurer, who sucks the last ounce of strength out of
him. He usually sells his grain and cattle to a middleman since he-
cannot bring his produce to distant markets. The usurer and the-
middleman hold the peasant tightly in their clutches. The pr essure
of capital on the village grows continually stronger.

The development of \capitalism leads to the enrichment of a
very small number of peasants. They buy up land, lend money at.
usurious rates; others become rich by engaging in trade. At the-
same lime the great mass grows ever more impoverished. Many
are forced to sell first their cow, then even their horse. Without a
horse the peasant immediately becomes a victim of the rich. In.
order to earn a living he has to become either a hired hand or go-
away to the city.

Differentiation of
the peasantry :
under capitalism
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Thus one section of the peasantry becomes bourgeoisie (kulaks)
-and the other—wage labourers. This constitutes the differentiation
.of the village under capitalism. oo :

Between these two extreme strata there remains a broad section
-—the middle peasantry.

“Their d*i‘stingui‘s-h‘i‘ng feature is that commodity farming is
least developed among them. Only in good years and under
particularly favourable conditions is the independent husbandry
of this type of peasant sufficient to maintain him, and for that
reason his position is a very unstable one. In the majority of
-cases the middle peasant cannot make ends meet without re-
sorting to loans to be repaid by labour, etc., without seeking

“subsidiary’ earnings on the side, which partly also consist of

selling labour power, ete. Each time there is a failure of the
harvest, masses of the middle peasants are thrown into the
ranks of the proletariat,” * '

In many countries great masses of middle peasants still exist.
For the majority of the middle peasants capitalism holds out
«only one course: falling to the ranks of the village poor and then
becoming agricultural wage labourers. A small minority climbs
up, becomes exploiters. The 1930 census data of the US.A. are
evidence of the gradual wiping out of the middle farmer. The

-«census data show a growth in the number of small farms’ (less

than 20 acres) and large farms (over 500 acres). The number of
middle farms (20-500 acres) has fallen off considerably.

Capitalism brings great misery to the broad masses of toilers
in the village. Gapitalism digs a chasm between industry and ag-
riculture. The village is doomed to age-long
backwardness, the small peasant farm—to a
miserable existence. The peasant groans
under the weight of taxes, insufficient land
and ruinous prices for agricultural products.
The concentration of the land in the hands of small groups of
large landowners condemns the peasant masses to .continuous

AImpoverishment
of the peasaniry
in capitalist
«countries

slavery and dependence so long as capitalism exists. Competition

* Lenin, Selected Works, Vol. I, “The Development of Capitalism in Russia,”
. 237, Moscow, 1934.
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of the more profitable large-scale production forces the poor peas-
ant to superhuman labour in order to preserve his puny farm. The
differentiation of the peasantry throws great masses of poor peas-
ants into the ranks of agricultural labourers, who are subjected
to the most severe exploitation.

Crises sharpen all the contradictions of capitalism to the ut-
most. The present crisis, the most acute and severest crisis that ever
shook the capitalist world, increased the want and poverty of ‘the
broad masses of the peasantry to the extreme. This crisis led to a
further deepening of the contradictions between city and village.
The crisis also aggravated the backwardness of the village. Un-
believably low prices on agricultural products ruined masses of

-middle peasants. At the same time, the worker-consumer pays

just as high prices for the means of subsistence as ever.

It is clear, therefore, that the proletariat finds friends and allies
in the village in its revolutionary struggle against capitalist domin-
ation. The village wage labourer is also a
proletarian; the only difference is that the
latter operates a machine for the manufac-
turer, the former follows a plough for the
. landlord or rich peasant. The ruined village
poor is a reliable support and a firm ally of the working class.
It has nothing to lose by the destruction of capitalism because
it has nothing to gain by its continued existence. Finally, the
middle peasant, who often plays an important role, can help the
proletariat if its policy is correct. At a time of struggle for power it
is exceedingly important to neutralize the middle pcasant, that is,
to prevent his going over to the enemies of the proletariat. After
victory is won, the proletarial effects a permanent union with the
middle peasantry. With a firm hand the working class leads the
middle peasant with it in the building up of the new life.

A determined and unrelenting struggle against the kulaks—the
village bourgeoisie—is the only basis upon which a permanent.
union can be effected between the proletariat and the basic mass
of the middle peasantry. Only the proletarian revolution opens
up before the poor and middle peasants a way out of the hopeless
condition in which they find themselves under capitalism. Under
capitalism only rare individual middle peasants climb up and

11 Leontiev e

The peasantry
an ally of the
proletariat in
the revolution
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become rich peasant exploiters. The great mass of them, however,
have to mrake superhuman efforts merely to keep afloai. The
threat of ruin, destitution, the loss of their ephemeral independ-
ence and the eventuality of their being forced down to the ranks
of the poor, the proletariat—this is what constantly faces the
middle peasantry under capitalism. Only the proletarian revolu-
tion opens up another vista for the middle peasant, gives him a
road of escape from this hopeless condition.

The proletarian revolution cuts the roots from under capitalist
exploitation both in the city and in the village. Doing away with
the parasitic proprietorship of bankers, landlords and manufac-
turers, the proletarian revolution at once frees the poor and mid-

dle peasant from the age-old fetters that have them bound hand-

and foot: the bondage of the lenant system, debts to banks,
usurers, etc., are abolished. The proletarian revolution further
opens up before the poor and middle peasantry the door to large-

scale socialized agriculture, thus avoiding ruin and impoverish--

ment which are inevitable under capitalism.

REVIEW QUESTIONS

1. Of what does the contradiction between city and village con-
sist under capitalism?

2. What is the source of absolute and of differential rent?

. How is the price of land determined?

4. What are the advantages of large-scale over sinall-scale pro-
duction in agriculture?

. How is land property distributed in capitalist countries?

6. How does the differentiation of ihe peasantry take place under
capitalism?

e
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CHAPTER VIII
Reproduction and Crises under Capitalism

If we take any country we can see that from year to year def-
inite quantities of the most diverse products are produced: bread;
calico, locomotives, ploughs, dwelling
Means of production houses, coal, machinery, sugar, rubbers, etc.
gggsﬁsgin()f The ultimate destination of these products
, of human labour is also different. Bread,
sugar and meat are consumed by people, cloth serves to clothe
people, houses are used to live in. A host of other products of
human labour have an entirely different fate: the plough goes
to the agriculturist for tilling the soil, machines and factory build-
ings serve for the further production of commodities; locomotives
and railroad cars serve to transport goods and people.

Those products of human labour which serve for the nnmedlate
satisfaction of human wants, the personal needs of food, clothing,
amusement, shelter, etc., are called means of consumption; those
products of human labour which serve for the further production
of goods are called means of production. It is important to re-
member that ultimately all products of human labour are called
upon to satisfy one or another want of an individual or of a social
group. The only difference is that some things serve this purpose
directly—these are objects of personal use—whereas other things
serve only for the production of the things that go for direct use—
to this category belong the means of production. , "

There are also a number of things that can serve both as objects
of direct consumption and as means of production. The simplest
example of this is coal, which is used in the steam boilers at plants
and electric power stations as a means of production, and in fire-
places in homes as an object of consumption. Everyone can easily
think of a number of other things that serve both purposes.
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Under capitalism the management of production is in the hands
of individual entrepreneurs or groups of them. The manufacturer
conducts his enterprise, as we have already seen, with only one
end in view—oprofit, personal gain. It is therefore a matter of com-
plete indifference to him whether he produces locomotives or
cigar-lighters, plain calico or fine perfumes. He is after only one
thing: more profit. It is perfectly evident that capitalists do not
make any distinction between the production of objects of con-
sumplion and means of production. Whether the manufacturer
will produce rubbers or rubber belting depends only on one thing-—
which will be more profitable to him? :

The mass of goods produced in any couniry is in continual
motion. Objects of consumption move from the manufacturer to
: . the consumer. There they disappear: some
What is e . . L
reproduction? serve for a comparatively Ion‘g' time in satis-

fying human needs (as clothing or books,
for example), others disappear fairly rapidly (as food). Means of
production produced at plants and factories or obtained from the
bowels of the earth are also put to use. Some of these products are
also short-lived (coal or oil, for instance), others, on the contrary,
are used up very slowly and need to be replaced only after a long
period of time (machinery, for example).

One thing is clear. In order for society to exist, for the economie
system to be preserved, it is necessary that definite quantities of
goods be produced not only once, but continuously, over and over
again. This everyone knows to be a fact,

Shirts are worn out, but new shirts are produced at factories.
Bread is consumed, but at the same time fresh grain is ripening
in the fields. Coal is burned, but all the time new coal is being
mined. Locomotives wear out, machines become antiquated, but
Jhuman labour is constantly busy making new ones. ‘

In all these cases, despite the big differences between these
products one can observe one thing which they all have in com-
mon. Various kinds of commodities are produced, used and pro-
duced again. There is a constant reproduction of things,

“Whatever the form of the process of production in a society,
it must be a continuous -process, must continue to go periodical-
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ly through the same phases. A society can no more cease to
produce than it can cease to consume. When v1ewe.:d, therefore,
as a connected whole, and as flowing on with 1n»cessant. re-
newal, every social process of production is, at the same time,
a process of reproduction.” *

We mﬁ-ust distinguish between simple and extended reprqduction;
If the same quantity of a product is produced in. a sociely year
Simple and in and year out—we have simple z'elfroducj
extended re- tion. In this case, everything that is pro:
production duced in a year is consumed. But the de-
velopment of capitalism implies a rapid growth of production. A
greater quantity of all kinds of products is being produ.ced fromy
year to year. We have extended production; reproduction takes
place on an extended basis. Capitalism brings abqllt a change
from the old stagnant conditions of society to its tempestuous:
development. Hence extended reproduction is a characteristic of
capitalism.

Reproduction takes place in any society, regardless of the soc{al
system. But under different systems of society the manner in
which reproduction takes place is different.
Under socialism, for instance, reproduction
takes place in a totally different manner
from under capitalism. “If production be capitalistic in form, so
too, will be 1‘epf0duct_i011,” ** says Marx. ‘

During the process of reproduction not only are various prod-
ucts of human labour reproduced, but so also are social pro-
duction relations, production relations among people. And in fact,
under capitalism, reproduction not only consists in new quantities
of grain, coal and machinery being thrown on the market to re-
place what was used up, it also consists of the continual re-
establishment and maintenance of the capitalist form of human
relationships. From year to year workers continue to labour in
capitalist planis and factories, from year to year thev owners of

Reproduction
under capitalism

" Marx, Capital, Vol. 1, pp. 577-78.
*% Ibid,, p. 578.
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these enterprises pocket the surplus value produced by the labour
of the working class. We thus see that not only are commodities
reproduced—bread, meat, metal, coal, etc—but definite relations
among people in the’ process of production are reproduced. The
relation between the working, class and the bourgeoisie is repro-
duced. Other production relations are .also reproduced, as the
relations between various groups of capitalists, elc.

But the reproduction of capitalist relations also means the re-
production of those exceedingly deep contradictions which are in-
herent in the capitalist system. Under capitalism extended repro-
duction does not only mean a growth in the quantity of different
kinds of goods produced from year to year.-Under capitalism
extended production implies also a growth in the number and
scale of capitalist plantsb and factories, the increased exploitation
of the workers at these enterprises. Under capitalism extended
reproduction means the extension of capitalist relations based on
the exploitation of wage workers, the extension of capitalism from
land to land, the capture of one branch of production after an-
other by capitalism. Thus extended reproduction under capitalism
means the ceaseless growth of the sharp contradictions of the capi-
talist system which lead this system to its doom, fo its replace-
ment by a new, socialist system. Thus the growth of capitalism
brings with it its own destruction.

In order to produce more coal or iron, new mines and pils
~must be opened. In order to produce more cloth, new looms must
be put to work. In general, for the expansion of
production it is necessary either to enlarge the
existing enterprises or to create new ones. How
does this take place under the capitalist system? '

In capitalist couptries the means of production are owned by a
small group of people: plants and factories, coal and metal mines
—all are the private property of the capitalist class. In a previous
chapter, when we studied primitive accumulation, we learned that
capitalist private property originates in robbery, violénce and law-
lessness. But once it has arisen capitalist ewnership of the means
of production is maintained and extended from year to year.

Capital brings surplus value lo ils owner. We have already stud-
ied the source of surplus value. We have also seen’in what forms

Capitalist
accumulation
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and how this surplus value is distributed among the different scc-
H he ruling classes. v : ‘ -
“0;[5132;23%111 af first as if the entreprene_ur .were free to do ‘as
‘he pleased with his profit. And in fa\.ct capitalism knows no pr g(;
seriptions in this respect. If a textile manufacturer .has ma o
$100,000 in profit in a year he can do What'.efver he W‘1fs.1les with
this money. If he is a glutton—he can spend it on. food, if he is i
drunkard—spend it on drink. And there are mra‘ny people alnllonb
‘the capitalist class who actually spend their profits on such things.
However, this is not the essence of the mafter. o

- Notwithstanding the absence of any written laws the capitahs‘t,
with very rare exceplions, uses . part of his profits to expand 315
ienterprise. We call this addition of part of the surplus value .toa he

“original capital capitalist accumulation.

Of his $100,000 profit for the year our man.ufac‘turer‘ will”
put $60-80,000 back into his business to expand his fa(.:tory,vbuy
mew and improved machinery. Two forces con?Pel him .’[O .do—
this: the desire for gain and the fear of comp(:ztmon. C?.pltélh&ln
is di-sti-nglilished by just this feature—that the desire for gain k?ow(s1
yi0 limits. No matter how big the capital, of the entrfaplfenguI an
no matter how enormous his profits, he. will steadily try to in-
crease his wealth and his profits. And there is only one .Way' to
achieve this: to accumulate capital by adding to it from his prof-
its. Watching his competitors our manufacturer can¥10t calmly
employ his entire profits for his personal use, .for all kln.ds of 11]:1-
‘productive expenditures. He sees his competitors -exertm‘g every
effort in an attempt to improve their business, expand','lmprove
‘the technical processes, in order lo produce C'Olnnl()-d.ltl‘es r.nore‘
vch'»eaply and of better quality and thus crush :c.ompetltl‘on.. If our
manufacturer does not wish to be crushed, he must reinvest a
large part of his profits in his business. . .

Thus, even ithough there are no laws compelling accumulation
-under capitalism, elemental forces effect this compuls:,ion and make
‘the majority of capitalists accumulate a part of their proﬁ.t\s. fl‘he
accumulation of surplus value produced by the proletariat.1s a
necessary condition for extended reproduction. :

Accumulating a part of his profits annually the manufacturer
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becomes the owner of ever more capital. If his enterprise was
previously valued at 81,000,000, with the
gradual accumulation of profits to the
amount of, say, $50-70,000 a year, at the
end of some fen years our manufacturer
will have $1,500,000 to $1,700,000, i.e., will increase his capital
one and a half or more times. The expansjon of capital through
the accumulation of surplus value is called the concentration of
capital. .

There is yet another method by means of which the capital
of individual capitalists grows. We have already seen how the
stronger enterprise crushes the weaker, the big capitalist swallows
up his smaller and weaker competitors. Buying up the properties
of his ruined competitors considerably below their value, or join-
ing them to his own enterprise by some other means (in payment
of debts, for instance) the big manufacturer increases his capital.
Such cases of merging several capitals is the result of a siruggle
which brings the ruin of some and the victory of others. Often,
however, the merging of capital proceeds peacefully: by the organ-
ization of stock companies, corporations, etc. Of this "phase we
shall speak more in detail later. Centralization of capital is the term:
given to all cases of the merging of capital by the joining of
several enterprises into one. :

Concentration and centralization of capital bring about the
accumulation of capital in the hands of a continually smaller
number of rich men. A handful of billionaires, owners of tfremen-
dous fortunes, control untold wealth, The fate of tens and hun-
dreds of thousands of people is in their hands. Concentration and
centralization of capital thus lead to a sharpening of class con-
tradictions, to a more marked division of capitalist society into.
two opposed classes: a handful of the biggest capitalists and the
mass of exploited proletarians.

Concentration and centralization of capital, concentrating -tre-
‘mendous wealth in the hands of a few persons, open the way
for the creation of tremendous enterprises. As we have already
seen, large-scale industry is much more advantageous than small.
It is no wonder then that capitalism puts to the fore ever larger
and larger enterprises in which tremendous numbers of workers.
are employed. Here, for instance, are the comparative figures,

Concentration
and centralization
of capital !
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showing the changes in the size of enterprises in the U.S.A. over
a period of thirty years (average per enterprise):
1889 1899 1909 1919

Workers . . « v v v e e e e e e 8.1 13.8 24.1 38.0:

Capital (in thous. of dollars) . . . . 6.7 19.0 (;2;; : ;E;ggl)
Production {in thous. of dolars) . 13.4 28.1 . .

Even more characleristic of the rapid growth of large-scgé? fr}-r
terprises is the case of pre-revolutionary Russia, where the 11]5 ri-
bution of workers per enterprise according to size was as follows:

ise* 1895 | 1915
’ Fnterprise (Percentage) (Percentage,.
Large (employing more than 500 workers) f15.2 61.2
Medium (employing from 50-500 workers) 38.9 30.2
Small (employing from 10-50 workers) 15.9 8.

In 1895 the average number of workers employed in an enter-
prise was 98.5, in. 1915 this figure had grown to 173.4. .

Here is a more detailed table showing th? process of concentra-
tion of industry in Russia for the ten years from 1901 to 1910
(inclusive):

Number of Number of workers:
Group of enterprises enterprises (in thousands)
1901 1910 1901 1910
Employing up to 50 work-
1;lrps O}.7 . g .P ........ 12,740 9,909 244 . 220
Employing from 51 to 100 |
WI())rkersb ......... 2,428 2,201 171 159
Employing from 101 to
500 worokers ....... 2,288 2,213 492 508
Employing {from 501 to .
1,000 workers . . . ... 403 433 269 303
Employin over 1,000 .
w%rlZersg ......... 243 324 526 713
Total .. ... ... 18,102 15,080 1,702 1.903

* Smaller eénterprises, employing less than ten workers, are not taken inte
account. .
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Usirig this table in one of his articles in the pre-revolutionary

newspaper, Pravda, Lenin iwrote: ‘

v

“This is the usual picture for all capitalist countries. The
number of small undertakings decreases: the petty bourgeoisie,
the small manufacturers, are ruined and wiped out, become
clerks, sometimes proletarians. The number of large enterprises
grows rapidly and their proportion to industry as a whole grows
even more rapidly. From 1901 to 1910 the number of large
enterprises employing more than 1,000 workers each has grown
almost one and a half times: from 243 to 324. These employed
about half a million workers in 1901 (526,000), i.e., less than
one-third of the total number, and in 1910 they employed more
than 700,000, more than one-third of the total. The larger fac-
tories crush the smaller ones and concentrale production to an

ever greater extent. Ever greater numbers of workers arve gath-

ered in a smaller number of enterprises, and the entire profit
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The enlargement of enterprises proceeding apace with’ the con-
centration, and centralization of capital prepares all the conditions
for the socialization of the means of production, for the recon-
struction of economic life on socialist principles. A large enter-
prise, where thousands of workers are employed, is something
quite different from an artisan’s workshop. Whereas society would
find it difficult to take over countless numbers of small work-
shops, it is fully possible to socialize production when it is con-
i:entmted in a few huge plants and factories. .

Marx defines the historical tendency of capitalist accumula-
tion as follows: : :

«Self-earned private properly, that is based, so to say,-on
the fusing together of the isolated, independent labouring. in-
dividual with the conditions of his labour, is supplanted by
capitalistic private property, which rests on exploitation of the

from the labour of united millions of workers is pocketed by nominally free labour of others, i.e., on wage labour.
a handful of millionaires.” ‘ ' ‘ ' “As sooir as this process of transformation has sulfficiently
decomposed the old society from top to:bottom, as soon as the

Capitalism in its development leads to an ever greater socializa- . . . ;
labourers are turned into proletarians, their means of labour

‘tion of labour. All kinds of connections between separate enter- ; . s 1 . .
. . . into capital, as soon as the capitalist mode of production stands
. ] prises, regions and entire countries are-es- . e .
Historical tendency . ) ) X on its own feet, then the further socialization of labour and fur-
ARV A 5 tablished to an unprecedented degree. Indi- . .
of capitalist - . vidual spheres of industry, previously more ther transformation of the land and other means of produc-
accumulation ! P ¥ P v tion into socially exploited and, therefore, common means
o ,or less independent, are broken up, sub- . s ‘ .
of production, as well as the further expropriation of private

divided into a host of connected and mutually -interdependent ‘
branches. Capitalism unites the work of different people, tying | . . S . . :
them together with invisible honds. But socialization of - produe- \ ‘![)lrop,“a?id(l.li o 1101.11[%)’01‘ the lab](‘)lglel‘v()ﬂ;};ls‘ IO} Z{n.m;s'e?, blﬁl t
tion under capitalism does not proceed in the interests of society ! 1e capitalist expiof g many 1abo urers. This, expropriation s
0 . T R . . ’ . accomplished by the action of the immanent laws of capitalistic
as a whole, nor in the interests of the working masses—it pro- \ duction itself, by 11 tralizati ¢ ‘tal. O tal
. . . . . 3 g sell, by { B RRVAL C 0l C3 al, al-
.ceeds only in the interests of a small group of capitalists, who are | _!)11[0 }lc 1on 11")i1e by “;;aé ra 111 10&1 o ﬂm_gl. . ?e 1(.:aptl.-q
trying to increase their gains. Simultaneously with the growth of IS, 37@5 ?1 S‘.n;any. ¢ ana i ‘m.I: 1“;1 ]1 '111,5 Celam ;za ton,
the socialization of labour, the subdivision of labour among enter- or His '-expj: Op&,l adlon ‘? ~1}[llany capt aiss }y &, f‘ flve (l)pk,) on
prises, and the struggle and competition between capitalists also an ever extending scale, the co-operarive Fori of the ‘about
process, the conscious technical application of science, the

proprietors, takes a new form. That which is now fo be ex-

increase. Only the ubolition of the private ownership of the P et ps . ..

‘means of production and the transfer of this ownership to 50- N %ne”glilodlc-ai( C,ugt?%tlm} _,01:[ t]}e ‘ts?ﬂ’ thf -trfa 1}3201?4’(.10111 of gie

.clety as a whole, only the expropriation of the bourgeoisie and _ ms raments Oﬂr a ou} o I?S 1fumﬁn s O <a’ fo u1“ 051 4 y{.l}sabe

the organization .of socialist production will do away. with. this e ommon, the economizing ot & means o1 pro ueton vy
g ' : their use as the means of production of combined, socialized

.contradiction. ! , o - : .
. ' labour, the entanglement of all peoples in the . net.of the World
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market, and with this, the international character of the capi-
talistic regime. Along with the constantly diminishing number
of the magnates of capital, who usurp and monopolize all ad-
vantages of this process of transformation, grows the mass of
misery, oppression, slavery, degradation, exploitation; but with
this too grows the revolt of the working class, a class always
increasing in numbers, and disciplined, united, organized by
the very mechanism of the process of capitalist production it-
self. The monopoly of capital becomies a fetter upon the mode
of production, which has sprung up and flourished along with,
and under it. Centralization wof the means of production and
socialization of labour at last reach a point where they become
incompatible with their capitalist integument. This integument
is burst asunder. The knell of capitalist private property sounds..
The expropriators are expropriated.” * »

We have seen that every capitalist, on starting production, buys:
the means of production (raw material, fuel) on the market and
Reproduction and hires Worker‘s (z:.e'., 'buys labogr pO\.Vel'). Buﬁ'
sale of commodities MOV t»h-e_ capltahsl has co-ml.)Ieted his annual

production. The raw material and fuel have
been spent, the workers have expended their year’s labour, a
great amount of finished commodities, shoes, let us say, lies in the
manufacturer’s warehouse. What is needed for the renewal of
production? What is needed in order to continue the production of’
shoes? ’ ‘

It is perfectly evident that it is necessary for the manufacturer
to purchase a new lot of raw material and fuel, to hire his work-
ers again for the next year. But for this purpose he needs money..
Where will the manufacturer obtain money? He may borrow it,
but this only means that he will finally have to repay it. The
manufacturer must obtain his money from the sale of (or, as is
sometimes said, he must realize) his finished commodities, Upow
selling his products the manufacturer -again buys labour power
and means of production and begins his next cycle of production.
Thus the realization of the finished products is a necessary con-
dition for the renewal of production, a necessary condition for re-
production. We see therefore that the process of reproduction for

* Marx, Capttal, Vol. I, pp. 788-89.
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4he individual capitalist has three stages: 1) the purchase of
imeans of production and labour power; 2) the process of pro-
duction itself; 3) the sald of the finished products. It is easy to -
note that the second stage is the direct process of prodL{ctz(-)n,
during which the workers produce surplus value for the' ca,rpl.tahst.
The first and last stages refer to the process of ciz'culatzon.: in tl}e
first stage the capitalist converts his money into ~c0mmod‘1t1‘es., in
the last, on the contrary, he sells his commodities z}nd." 1‘83112?5
money for them. He needs this money, however, p.1'1nc1pally in
order to buy the things that are necessary to continue prod_uc—
tion, for continuous production, for reproduction. Thus capital
goes through its cycles. ' R

It is well known that in capitalist society there is not one capi-
talist, but many capitalists who are struggling among themsel\.res.
Every capitalist deals with his capital as he finds best for him-
self, The acts of individual capitalists, and consequently the move-
ments of individual capitals, conflict and intermingle with one
another. The entire mass of individual capitals, taken to‘gefher,‘
constitute social capital as a whole. It is in this intermingling of
the movements of separate independent ;capitals, which at the
same time constitute parts of social capital as a whole, that re-
production under capitalism takes place. For rAe\productior} 1;0 be
effected, it is necessary for not only the individual capitalist, but
Jor the entire mass of capitalists to be able to realize the products
of their enterprises.

“The scientific value of Marx’s theory consists in its having
explained the process of reproduction and circulation of social
capital.” *

Explaining the process of reproduction and circulation of social
capital as a whole, the Marxist-Leninist theory also unfolds t%le
deepest contradictions which appear in the process of capilahst
reproduction. The theory of reproduction makes clear the com-
plex conditions which are required for the realization of the en-
fire mass of commodities produced under capitalism. The theory
«of reproduction shows how the very process of capitalist develop-
ament constantly infringes upon these conditions and calls forth

% Lenin, Collected Works, Vol. II, “Once More on the Problem of Realiza-
#ion,” p. 415, Russian éd. : :
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a breach in the entire process of reproduction, leading to shocks
and crises.

Let us examine more closely the conditions in which realization’ -

of commodities takes place under capitalist reproduction. The
value of the entire output of a capitalist
vealization under country, like that of a s%ngle commodity, is
simple and extende dmad-e up o~f. the following three parts: 1)
reproduction . constant capital; 2) variable capital; 3) sur-

plas value. We know further that the entire
mass of the various enterprises can be divided into two large
groups: 1) enterprises producing means of production (machinery,
raw material, fuel, etc.), and 2) enterprises producing articles of
consumption. '

Conditions of

“The problem of realization consists in finding on the market
for every part of the capitalist product another part of the prod-
uct that will be an equivalent of it, in terms of value (constant
capital, variable capital and surplus value) and in terms of its
material form (means of production, articles of consumption,
particularly articles of necessity and objects of luxury).” *

For the sake of simplicity we may assume that the entire econ-
omy of the country is conducted on capitalist principles. In 1‘ezilitj
this is not true for any part of the 'world; even in the most de-
veloped capitalist countries a certain degree of artisan and peasant
Production, which is not of a capitalist nature, persists, However,
if we take such an unmixed or, as it is called, pure capitalist:
economy, we shall have the following situation ‘under‘ simple re-
production. The entire mass of products made at the first group
f)f enterprises must be equal to that used up by both groupg dur-~
ing the year. For example, if during the year 20,000,000 tons of
coal were consumed, then the annual output of the mines must
also equal 20,000,000 tons. If during the year 100,000 looms were
used up, then the production of new looms must equal this num-
ber.'As for the second group of enterprises, the entire mass of
commodities produced by them, articles of consumption, must be
equal in value to the combined income of all the workers and
capitalists of both groups of enterprises. And in fact. since ac-

# Ibid., Vol. III, “Theoretical Mistal i ik E ists.,” p.-
Russian éd. A kes of the Narodnik Economists, p.-22,
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cording to our assumption there are no other classes in this so-

ciety, all the articles of consumption produced must be used up

by the workers and capitalists. But the workers and capitalists
can buy only as much as their combined income will allow: the
workers to the extent of their wages, the capitalists to the extent
of the surplus value, : |

How are the component paris of the annuai product realized?
The constant capital of the first group will be realized within the

group since it exists in the form of means of production. The vari- -

able capital and surplus value of the second group can also be
realized within the same group since the exist in the form of
articles of consumption. What parts will be exchanged between
the two groups? This is also mot very difficult to answer. The
variable capital and surplus value of the first group must be ex-
changed for articles of consumption, and the constant capital of
the second group must be exchanged for means of production. All
these parts must evidently be equal to each other for the ex-
change to be made without difficulty. Thus a condition of simple
reproduction is the following equation: the variable capital and
surplus value of the first group must be equal to the constant
capital of the second group.

Marx denotes constant capital by the letter ¢, variable capital by
the letter », and surplus value by the letter s. The groups are
denoted by Roman mumerals, Then the formula for simple re-
production assumes the form—I (v+s)==II c.

Now let us see what the conditions for realization are under
extended reproduction. We already know that simple reproduction
is only an imaginary case and that actually the development of
the capitalist system proceeds along the lines of extended repro-
duction. How do the conditions for realizing products change
under extended reproduction? Extended reproduction implies ac-
cumulation. In order to expand an enterprise, it must be en-
larged or a new one must be built. In any case some new means of
production must be added. But these means of production must
first be produced, as they do not come of themselves. This means

that the first group of enterprises, which produces means of pro-

duction, must have a certain excess of means of production nec-
essary for the purpose of expansion. And this means that the
sum of variable capital and surplus value of the first group must
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be greater than the constant capital of the second group. Only in
this case will there be an excess of means of production necessary
for extended reproduction, This means that I (v-+s) must be
greater than II c. |
We know that under capitalism constant capital grows at a
more rapid rate than variable capitaf. A growth of the organic
composition of capital takes place, the amount of machinery per
worker employed increases. We also see that under extended re-
* production the variable capital (plus surplus value) of the first
group musl grow faster than the constant capital of the second
group. It is therefore clear that the increase in the constant capital
of the first group must greatly exceed the growth of the constant
capital of the second group. And this means that with extended
reproduction the section of social production engaged in produ-
cing means of production must proceed more rapidly than the sec-.
tion of that engaged in producing articles of consumption.

Let us see what the more complex conditions for realization are
under extended reproduction. With simple reproduction all the
surplus value is consumed by the capitalist. With extended re-
production the surplus value in each group falls into two parts:
1) the part consumed and 2) the part accumulated. The accumu-
lated part is added to the capital. Since the capital of each group
is made up of constant and variable parts, the accumulated sur-
plus value must be divided into two parts: constant and variable.
We have denoted the entire surplus value by the letter s. Let us
denote the part consumed by the capitalists by the letter a; and
.the part accumulated, by the letter b. The part of the accumulated
surplus value which is added to constant capital we shall denote
by the letters bc, and the part which is added to variable capilal
by bv. Then the process of realization under extended reproduc-
lion will take the following form. As with simple reproduction
ihe second group must exchange its constant capital—c—with
the first group; at the end of the year, this exists in the form of
articles of consumption, while for purposes of production it must
be had in the form of means of production, i.e., as machinery,
raw material, etc, In their turn the first group must exchange with
the second their variable capital which is intended for consump-
tion by the workers but exists in the form of means of production.
The consumed part of the surplus value of the second group
exists as articles of consumption; hence it does not have to be
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exchanged with the first group. The consumed.porfuon1 off trl:z
surplus value of the first group, denoted by a, exists in tledofor
of means of production; hence it must first be exchangcle _
articles of consumption produced by the second group. 'Il‘lle.ai:
cumulated portion of surplus value of Fhe first group fa' S 11flqr
be—means of production—and bv—articles of cqnsumptmn 0d
the workers. Evidently bv must be exchange'd with tl_le second
group, which has all the articles of consumptloI}. B}lt -lh}j Seg(();éd
group, in its turn, must exchange the part bc, Wh.lch is to iab ;
to its constant capital, with the first group, while t_h‘.) par tu 1(; v
the second group does not have to be exchangfed; this has. o’[1 e
articles of consumption for the workers and exists as 51_1011 1n1 he
second group. Now we can see what exchange has to 1‘alae pt lace
between the first and second groups for extended repro u: ion.
The first group must exchange «, v and‘ bv; the second i,rouf‘;
must exchange ¢ and be. It is perfefzt}y evident that the exc 1i11ng
can take place only if these quantities are equal 'to‘ each o 15?,
that is, when we have I (vp-+a+bv) =1l (c+bc?. This is the con i
tion for realization under extended reproduction.

The Marxian theory makes clear what con.ditions are requisite
for the realization of commodities under ‘sunple. and extended
k ‘ capitalist reproduction. But 1t‘do.es not at all
Contradictions assert that these conditions exist. On th‘e
of capitalist repro- contrary, the entire movement of the capi-
duction talist system proceeds by means of.contlnu-‘
ous variations and deviations, by means of a constant infnkngen_leni
of those mutual relations which should exist between the various

) [ industry. .

" fg;‘;)l::?:h(:; 1‘eprod§,ction shows up all the contradict?ons 1111121‘er.1t
in the capitalist system. In the process of 1‘ep1‘0du(ft1c.)n the basic
contradiction of capitalism stinds out—the cc?ntl"adlctlpn _lbetween
the social character of production and the 'prlvate:capltahst char-
acter of appropriation. Capitalist enterprises .um.te many th.Ol‘l-
sands of workers. The work of each enterprise 18 vitally necessm;;
to society as a whole. These enlerprises en.lploy %\11 the for;es_ 0

social development, all the forces of technical science, the orce;
of the united social labour of many hundreds ar'ld :thousands o

people. And they belong to a small handful of capitalists who con-
duct them for their own gain, chasing after the greatest profits,

12 Leontieve
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The development of capitalism leads to a growth. in the con-
tradictions between the bourgeoisie and the proletariat. Repro-
duction and accumulation of capital lead, as we have seen, on
the one hand, to the growth of the untold wealth which belongs
to a small group of capitalists and, on the other hand, to an in-
crease in the exploitation, oppression, misery and, at the same
time, the indignation and the will to struggle of the broad masses
of the proletariat.

The basic contradiclion of capitalism—the contradiction, between

. the social character of production and the private character of
appropriation—clearly betrays itself in the anarchy of production
(i.e., in its planlessness). This anarchy of social production peculiar
to capitalism is thus characterized by Engels:

13

. . every society based on commodity production has the
peculiarity that in it the producers have lost control of their
own social relationships. Each produces for himself, with the
means of production which happen to be at his disposal and
in order to satisfy his individual needs through the medium
of exchange. No one knows how much of the article he pro-
duces is coming onto the market, or how much demand there
is for it; no one knows whether his individual product will meet
a real need, whether he will cover his costs or even be able to
sell it at all. Anarchy reigns in social production. But commod-
ity production, like all other forms of production, has its own
laws, which are inherent in and inseparable from it; and these

- laws assert themselves in spite of anarchy, in and through an-
archy. These laws are manifested in the sole form of social re-
lationship which continues to exist, in exchange, and enforce
themselves on the individual producers as compulsory laws of
competition, At first, therefore, they are unknown even to these
producers, and have to be discovered by them gradually, only
through long experience. They assert themselves therefore apart
from the producers and against the producers, as the natural

* laws of their form of production, working blindly. The product
dominates the producers,” *

We have seen how complex the conditions for capitalist realizu-
tion are. But who sees to it that these conditions are strictly ob-
served? It is perfectly evident, that with a planless, anarchic sys-

* Engels, Herr Eugen Diihring’s Revolution in Science, p. 305

——
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tem such as capitalist production presents, these conditions of
realization are put into effect only by the blind forces of the
market. With countless variations and deviations, with ceaseless
infringements, the mutual relations between the various branches
of industry which are necessary for the realization of commodities
under capitalism forge a way for themselves.

The tendency towards an unlimited expansion of industry is

-inherent in capitalism. In the race for profits every capitalist tends

to throw the greatest possible amount of commodities on the
market. He tries to expand his enterprise, to increase the volume
of his production. The commodities which are produced must,
however, be sold to someone. On the other hand, it is in. the
nature of capitalism to tend to reduce consumption by the hroad
masses of the people to the most miserable minimum. Expansion
of the capitalist market is 1o some extent due to the growth of
the demand for means of production which go for the expansion
of enterprises. However, in the end the enterprises using these
means of production produce ever-increasing quantities of con-
sumers’ commodities. And the market for these is limited because
of the impoverishment of the proletarian masses. Thus the con-
tradiction between production and consumption inherent in- capi-
talism reveals itself in the process of reproduction, a contradiction -
which is only one of the forms in which the fundamental contra-
diction of capitalism is expressed—the contradiction between the
social nature of production and private natare of appropriation.

However, in analysing these contradictions of capitalism, it
would be altogether incorrect to draw the conclusion that capital-
ism cannot exist in general. At the present time capitalism is living
in the period of its downfall, its destruction. Nevertheless, during
a definite period, the capitalist system brought with itself the
development of the productive forces of society necessary to pre-
pare the ground for a higher, socialist system, The development
of capitalism cannot proceed otherwise than through a whole
_sel'ies of contradictions, and to note these coniradictions simply
C‘lear‘s‘ppvfor us the historjcally transient nature of capitalism,
cleftrs up the conditions and causes for the tendency towards the
transition to a higher form. 7 , ‘

The Marxist-Leninist theory of reproduction shatters all the
subtle arguments of the defenders of capitalism. It exposes the

P
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complete untenability of the invention of the hirelings of capital-
ism to the effect that capitalist reproduction can, presumably, run
along smoothly and evenly without any hitch, without shocks or
crises. The theory also decisively shows the untenability of the
opinion that eapitalist reproduction cannot, presumably, take
place altogether beecause of its inherent contradictions. The ad-
herents of this opinion at the time when capitalism was still taking
its first steps declared capitalism “impossible.” Under modern
conditions, the followers of this erroneous theory come to the
traitorous conclusion that capitalism, because of the rending con-
{radictions inherent in it, must inevitably perish of itself, auto-

matically, without any revolutionary struggle on the part of the

proletariat,

Marx disclosed the law of capitalist production. Marx showed
how reproduction takes place under capitalism. Some critics of
Marx, Rosa Luxemburg among them, tried to show that under
capitalism reproduction is possible only to the point when capital-
ism has desiroyed all the remnants of the previous system—small-
scale commodity production. The adherents of this erroneous
theory of Rosa Luxemburg frequently draw the most harmful
inferences from it. They argue something like this: since capital-
ism is doomed to perish because of ils inability to proceed with
reproduction after the remnants of simple commodity production
have been destroyed, we need not proceed with the struggle for
the overthrow of the power of capitalism—and they calmly lie
back to wait for the moment when capitalism will collapse of
itself. It is quite evident that such a position is deeply alien to
revolutionary Marxism-Leninism. Capitalism will not perish of
itself, automalically. Only the revolulionary struggle of the pro-
letariat, requiring tremendous self-sacrifice, will bring about the
destruction of capitalism, slavery and oppression,

The following passage is taken from a book describing the
life of miners in America:

“A miner’s son asked his mother: ‘Why
don’t you light the fire? It’s so cold.

“ ‘Because we have no coal.  Your father
is out of work, and we have no money to buy coal.’

- Capitalist crises
of overproduction
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“ But why is he out of work, mother? ?’

“ ‘Because there’s too much coal.”” *

This conversation excellently portrays the glarmcy contradiction
which becomes evident during every capitalist crisis. The family
of the coal miner freezes because “too much” coal has been mined
from the bowels of the earth. Millions of people go hungry because
“too much” bread has been produced and wheat is therefore used
for locomotive fuel. The unemployed and their families are with-
out shelter because “too many” houses have been built which are

therefore standing vacant.
But are “too much” bread, clothes, coal, houses, etc., actually

’ produced? It is perfectly clear that during the crisis tremendous
" masses of people experience desperate need for the bare necessities

of life. But they have no money with which to buy these com-
modities, And under capitalism a need for a commodity has mean-
ing only when it is a need for which payment can be made. The
demand for bread, coal, ete., during the crisis is tremendous, but
the demand for which payment can be made is small because of
the impoverishment of the masses of the people, because of the
desperate poverty .of the unemployed. This is the glaring contra-
diction which attains gigantic proportions in times of crisis.
Capitalist crises are crises of overproduction. So many com-
modities are produced that under conditions of the exploiting
capitalist system, which limits the purchasing power of the broad
masses, they can find no market, What is the root cause of crises

under capitalism?

Under commodity production the individual producers are con-
nected. But the connection is a spontaneous one. The blind forces
of the market hold sway over each individu-

.WhY are crises al producer. Under such a system a tota}
inevitable under diser bet hat is produced and
capitalism? iscrepancy etween what is produced an

what is needed is always possible. The pro-

duction of commodities in itself already opens up the possibility
for the advent of crises, for the complete disorganization and dis-
ruption of the process of reproduction,

Under simple commodity production, however, crises although

* A. Rochester, Labour and Coal, p. 11, International Publishers, New

York, 1931.
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possible are not unavoidable. The inevitability of crises arises only
with capitalism. Only the contradictions inherent in capitalism
make repeated (periodic) crises of overproduction inevitable.

As we have seen, capitalism leads to a broadening of the social’

character of labour, merging the diverse labour of individual
workers into a single stream, At the same time, the products of

this united labour of many thousands and millions of workers-

find themselves at the complete disposal of a small group of capi-
talists, who diclate the entire fate of industry, :

“All production thus merges into one social production pro-’
cess, whereas each enterprise is managed by a separate capital-
ist, depending on his arbitrary decisions, making the social prod--

ucts his private property. Is it not clear then that this form of
production comes into irreconcilable contradiction with the
form of appropriation?” *

It is this fundamental contradiction of capitalism—contradic-
tion between the social character of production and the private
character of appropriation—that makes crises inevitable under
capitalism. And it is this contradiction that stands out most sharp-
ly and clearly during crises. ‘ y

~ This contradiction dnevitably leads to a point where the masses
of commodities produced find no market, It is not because no one
is in need of food or clothing that they find no market; on the
contrary, under capitalism the number of those in desperate need
of the bare necessities of life is tremendous. The trouble is that
thé masses of the workers who stand in need of these necessities
have no means of oblaining them. The market is curtailed, plants
and factories cannot get rid of their products, overproduction
overtakes one branch of industry after another. The warehouses
aré full of finished products, the factories cut down production,
many enterprises close altogether, the workers are thrown out onto
the streets. The growth of unemployment cuts down the consump-
tion of goods by the working class even more, cuts down the de-
mand for commodities. Tremendous masses of workers starving
while the warehouses are full—this is the picture of capitalist
crises.

*.Lenin, Collected Works, Vol. I, “What -the ‘Friends of the People’ Are
and How They Fight Against the Social-Democrats,” p. 92, Russian-ed.- -
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Describing the devastating crisis of 1901, Lenin wrote about

capitalist crises as follows: . -
“Capitalist production cannot develop 0therw1s€ tha? in

leaps—two steps forward and one step (z}nd' sometimes W(?)

back. As we have already observed, capitalist er)ductlon IIS
B production for sale, the production of .commodl.tles‘ for tlle

market. Production is carried on by individual capitalists, eallc}£
producing on his own, and none of them can say exactly wha
kind of commodities, and in what quantities, are required on
the market. Production is carried on haphazardly; each pro-
ducer is concerned only in excelling the others. Quite naturall;r,
therefore, the quantity of commodities produced may notf (;;11
respond to the demand on the market. The probability ot this
being the case becomes -particularly great when an enormous
market is suddenly opened up in new unexplored and extens;ve
territories.” * : ‘

Seeking their own gain, the bourgeoisie deve.lops the produc-
tion of the most diverse commodities in a frenzied haste. To the
capitalist one kind of commodity is as good as an(.)ther, S0 long
as it gives him more profit. Every entrepreneur trl‘es‘to ‘exp»ari
production: a greater scope promises greater profits. It is perfef:t y
clear that in this race for profits, in this str.uggle of all. ag.al.nst
all, those complex conditions which are required for maintaining
a balance between diverse branches are not adhered to.

. . ) . 0 . -1 )
“Gigantic crashes have become possible and inevitable, (i)n y
" because powerful social productive forces have become su 011’-
. 3 {.e
dinated to a gang of rich men, whose only concern is fo-ma
profits.” #*

Under capitalism, production grows spontaneously. Industry
proceeds planlessly, anarchically. The race for proﬁts. evokes a
tendency towards an unlimited expansion of_ produc’mo.n. .How-
ever, this tendency meets the impassable barriers of capitalist re-
lations. These barriers have their roots in the fact ’.[ha.t tbe con-
sumption capacity of the broad proletarian masses 1s limited be-
cause of their exploitation by capital.

# Lexﬁll, Collected Works; Vol. IV, Book I, pp. 171-72, International Pub-

lishers, New York, 1929. ; o
#* Ibid,, p. 172.
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“In order that an enterprise may make a profit the goods pro-
duced in it must be sold, a purchaser must be found for them.
Now the purchasers of these goods must be the vast mass of
the population, because these enormous enterprises produce
enormous quantities of goods. But nine-tenths of the popula-
tion of all capitalist countries are poor; they consist of work-
ers who receive miserable wages and of peasants who, in the
main, live undetr even worse conditions than the workers. Now,
when, in the period of a boom, the large industrial enterprises
set out to produce as large a quantity of goods as possible, they
throw on the market such a huge quantity of these goods that
the majorily of the people, being poor, are unable to purchase
them all. The number of machines, tools, warehouses, railroads,
etc., continues to grow. From time to time, however, this pro-
cess of growth is interrupted because the masses of the people
for whom, in the last analysis, these improved instruments of
production are intended, remain in poverty, which verges on
beggary.” #

Thus, inherent in capitalism, there is the deepest contradiction
between the colossal growth of production possibilities and the
relatively reduced purchasing power of the working masses. The
productive forces tend to grow without limit. In order to obtain
more profits, the capitalists expand production, improve technical
- processes, exploit the workers more irtensively. The development
of credit makes it possible for individual capitalists to expand
production far beyond the limits of their own capital, The con-
stant trend towards a reduction in the rate of profit, peculiar to
capitalism, spurs_each entrepreneur on to greater expansion. But
this tendency towards an unlimited expansion of industry inevita-
bly comes into conflict with the limited powers of consumption
of the broad masses of workers. The growth of exploitation means
not only the growth of production. It also means a reduction in
the purchasing power of the masses, a curtailment of the pos-
sibility of selling commodities. The purchasing power of the
masses of workers and peasants remains at a low level. Hence
the inevitability of overproduction crises under capitalism.

* Ibid., p. 173.

/
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Crises accompany capitalism from its earliest beginnings. From
the very outset of capitalist industry, crises shake capitalism at
certain definite intervals. Crises were born
together with the capitalist system. Over a
period of one hundred years the -capitalist
world has been shaken by crises every eight to twelve years,

The first general crisis occurred in 1825. Then there were recur-
rent crises in 1836, 1847, 1857, 1873, 1890, 1900, 1907. Beginning
with 1847, crises began to embrace not one country alone but all
couniries where capitalism was developed.

As can be seen by this series of crises, they occur at definite
intervals throughout the entire development of capitalism. Capi-
talist crises are distinguished by their periodicity (i.e., they occur
at regular intervals of time). Between one crisis and another, capi-
talist industry passes through a certain circle or, as it is called,
cycle. In the period before the imperialist war, crises usually gave
place to depression, then this depression passed over into a mod-
erate revival; the revival in turn gave place to a period of pros-
perity when expansion and the race for profits reached their high-
est point. Then a crisis came and the cycle was begun anew.

Engels thus describes the process of development of capitalist
economy from crisis to crisis:

Periodicity of
crises

“. . .since 1825, when the first general crisis broke out, the
whole industrial and commercial world, the production and ex-
change of all civilized peoples and of their more or less barbar-
ian dependent peoples have been dislocated practically once in
every ten years. Trade comes fo a standstill, the markets are
glutted, the producls lie in great masses, unsaleable, ready
money disappears, credit vanishes, the factories are idle, the
working masses go short of food because they have produced
too much food, bankruptcy follows upon bankruptcy, forced
sale upon forced sale. The stagnation lasts for years, both pro-
ductive forces and products are squandered and destroyed on a
large scale, until the accumulated masses of commodities are
at last disposed of at a more or less considerable depreciation,
until production and exchange gradually begin to move again.
By degrees the pace quickens; it becomes a trot; the industrial
trot passes into a gallop, and the gallop in turn passes into the
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mad onrush of a complete industrial, commercial, credit and
speculative steeplechase, only to land again in the end, after the
most breakneck jumps—in the dltch of 'a crash. And so on
again and again.

“In these crises, the contladlctlon between social production
and capitalist approprialion comes to a violent explosion. The
circulation of commodities is for the moment reduced.to noth-
ing; the means of circulation, money, becomes an obstacle to
circulation; all the laws of commodity production and com-
modity circulation are turned upside down. The economic col-
lision has reached its culminating point: the mode of produc-
tion rebels against the mode of exchange. . . .” *

The causes of the regular appearance of crises are rooted, as
we have already seen, in the fundamental contradiction of capital-
ism—the contradiction between the social character of labour
and the private character of appropriation. Once the crisis has
appeared and devastated the economic life of the country, a cer-
tain stimulus is necessary for the transition from depression to
revival. Such a stimulus for the revival of the basic industries
producing means of production is the re-equipment of enterprises.
After the crisis plants and factories need new, improved equip-
ment. They order machinery and this creates a wave of demand
whose vibrations reach the most remote industries. It can be con-
sidered that the equipment of an enterprise serves for approxi-
mately ten years. Thu$ it is necessary to renew the fixed capital
of an enterprise approximately every ten years. Therefore about
every ten years industry receives the stimulus created by the neces-
sity for renewing the equipment of enterprises.

This picture changes in the post-war period. Capitalism now
lives through a decline, it decays while it is stilloalive. Now a
crisis shakes its foundations incomparably more violently than
previously. The former cyclical development of industry is shat.
tered.
~ In many countries there has been no Tise in industry at all, in
others there was a slight rise for a short time. On the other hand,
the decline during the present crisis was exceedingly great.

“* Engels, ‘Herfs Eugen - Diithring’s Revolution in Science; pp. 309-10.
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- Crises are of great significance in the entire process of capitalist
development. In times of crisis the inability of capitalism to cope

- i ¥ ife b
The significance with the forces which are called to life by

f crises
ot ens anarchy and the confusion of capitalist

productlon and reproduction are revealed with particular clarity.
The crisis further reveals the predatory nature of capitalism,
which allows the greatest wealth to perish while even the most
essential needs of the broad masses of the people are left unsatis-
fied.

“The crisis shows that modern society can produce immeas-

~ urably more goods than it does, which could be used to im-

prove the conditions of life of the whole of the toiling people,

~if the land, factories, machines, etc., did not belong to a hand-

ful of private owners, who extract millions of profits out of
the poverty of the people.” #

The crisis sharpens class contradictions, aggravating the con-
ditions of the workers and increasing unemploymen't to a tremen-
dous degree. The crisis compels very many workers, who former-
ly tended to be at peace with or indifferent to capitalism, to be-
come aclive in the struggle against it. The crisis lays bare all the
contradictions of capitalism and shows the inevitability of its de-
struction.

Under the circumstances of the present crisis the Social-Demo-
crats energetically develop the traitorous theory that the crisis
hampers the revolutionary siruggle of the proletariat and pre-
destines it to failure. Trotsky joins his voice to this chorus of the
Social-Democrats. The “Left” Social-Democrats have invented a
special theory that the circumstiances of the crisis create not a
revolutionary but a counter-revolutionary situation. Therefore,
they say, the working class can only conduct a defensive but not
an offensive struggle!

It is easy to grasp the full, traitorous import of such counter
revolutionary inventions. The crisis sharpens all the contradic-
tions of capitalism to the utmost. It is in just such circumstances
that the Social-Democrats come out as “healers” at the bedside of

% Lenin, Collected Works, Vol IV, Book I, p. 166,

capitalism _itself is clearly manifest. The"
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. sick capitalism. They proclaim their task to be, not to help in

burying capitalism, but to help in “curing” it. Paralysing the revo
lutionary energy of the workers they thus open wide the door
for the victory of fascism, as was clearly demonstrated in Ger-
many. o .
Crises glaringly show the deep contradiction inherent in capital-
ism between the productive forces and the production relations,
a contradiction which is dragging capitalism to its inevitable de-
struction.
This role of crises is characterized by Engels as follows:

“The fact that the social organization of production within
the factory has developed to the point at which it has become
incompatible with the anafrchy of production in society which
exists alongside it and above it—this fact is made palpable to
the capitalists themselves by the violent concentration of capi-
tals which takes place during erises through the ruin of many
big and even more small capitalists. The whole mechanism of
the capitalist mode of production breaks down under the pres-
sure of the productive forces which it itself created. It is no
longer able to transform the whole of this mass of means of
production into capital; they lie idle and for this Very reason
the industrial reserve army must also lie idle, Means of pro-
duction, means of subsistence, available labourers, all the ele-
ments of production and of general wealth are there in abun-
dance. But ‘abundance becomes the source of distress and want’
(Fourier), because it is precisely abundance that prevents the
conversion of the means of production and subsistence into
capital. For in capitalist society the means of production can-
not function unless they first have been converted into capital,
into means for the exploitation of human labour power. The
necessity for the means of production and subsistence to take
on the form of capital stands like a ghost between them and
the workers. It alone prevents the coming together of the ma-
terial and personal levers of production; it alone forbids the
means of production to function, the workers to work and to
live. Thus, on the one hand, the capitalist mode of production
stands convicted of its own incapacity any longer to control
these productive forces, And, on the other hand, these produc-

tive forces themselves press forward with increasing force to

e .
REPRODUCTION AND CRISES UNDER CAPITALISM 189

“put an end to the contradiction, to rid themselves of their char-

acter as capital, fo the actual recognition of their character as
social productive forces.” * :

I

In the Communist Manifesto there is the following clear char-

acterization of the role of crises in capitalist production:

“Modern bourgeois society with its relations of production,
of exchange and of property, a society that has conjured up
such gigantic means of production and exchange, is like the
sorcerer who is no longer able to control the powers of the
nether world whom he has called up by his spells. For many
a decade past the history of industry and commerce is but the
history of the revolt of modern produclive forces against mod-
ern conditions of production, against the property relations that
are the conditions for the existence of the bourgeoisie and of its
rule, It is enough to mention the commercial crises that by their
periodical return put the existence of the entire bourgeois so-
ciety on its trial, each time more threateningly. In these crises
a great part not only of the existing products but also of the
previously created productive forces are’ periodically destroyed.
In these crises there breaks oul an epidemic that, in all earlier
epochs, would have seemed an absurdity—the epidemic of over-

~ production. Society suddenly finds itself put back into a state

of momentary barbarism; it appears as if a famine, a universal
war of devastation had cul off the supply of every means of
subsistence; industry and commeree seem to be destroyed. And
why? Because there is too much civilization, too much means
of subsistence, too much industry, too much commerce. The
productive forces at the disposal of society no longer tend to
further the development of the conditions of bourgeois property;
on the contrary, they have become too powerful for these con-
ditions, by which they are fettered, and so soon as they over-

- come these fetters, they bring disorder into the whole of bour-

geois society, endanger the existence of bourgeois property. The
conditions of bourgeois society are too narrow to comprise the
wealth created by them. And how does the bourgeoisie get over
these crises? On the one hand, by enforced destruction of a
mass of productive forces; on the other, by the conquest of new

* Engels, Herr Eugen Diihring’s Revolution in Science, pp. 310-11,
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markets and by the more thorough exploitation of the old ones.
That is to say, by paving the way for more extensive and more
destructive crises and by diminishing the means whereby crises
are prevented.” ¥

REVIEW QUESTIONS

What is reproduction?

What are the conditions for simple reproduction?

. What are the conditions for extended reproduction?

How are concentration and centralization of capital explained?

- What is the difference between concentration and centraliza
tion of capital?

. What are the causes of capitalist crises?

- Of what significance are crises for the working class?

8. How can one explain the periodic repetition of crises?

B NN TR

~ O

* The Communist Manifesto, p. 21, Moscow, 1933.

CHAPTER IX

Imperialism—the Eve of the Socialist Revolution jof the
Proletariat '

During the nineteenth century, capitalism developed - and
spread from country to country until it embraced the whole
. ] world. Together with the growth of capital-
From industrial ism its harrowing contradictions steadily be-
cap ‘ta!‘SE“ to came more pronounced and greater. During
imperialism this period industrial capital was at the head
of capitalist development. That is why we call this period the
epoch of industrial capital or industrial capitalismn.

The growth and development of the fundamental contradictions
of industrial capitalism brought about a new stage in the develop-
ment of capitalism—imperialism. Imperialism as a new and higher
stage in the development of capitalism appeared at the beginning
of the twenpieth century, Under imperialism all the fundamental
contradictions of capitalism are sharpened to the utmost, Imperial-
ism is the last stage of capitalist development. Imperialism is
moribund capitalism. Under imperialism the capitalist system
becomes a hindrance to the further development of society.

4
1

Lenin’s teaching on imperialism is a sharp weapon in the hands
of the proletariat in its revolutionary struggle for socialism. Lenin
showed that imperialism is moribund capi-
talism, that imperialism is the eve of the
socialist revolution of the proletariat.

In his work on the foundations of Leninism, Stalin points out
that Marx and Engels lived and fought at a time when imperialism
had not yet developed, in a period of the preparation of the pro-
letariat for revolution, whereas Lenin’s revolutionary activity was
effected within the period of developed imperialism, the period of

191

The teaching of
Lenin on imperialism
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the unfolding proletarian revolution. Leninism is the further de-
velopment of Marzism under new conditions, under the condi-
tions of the epoch of imperialism and proletarian revolutions. It
follows, therefore, that at this time one cannot be a Marxist with-
out being a Leninist. It also follows that to deny the Leninist
theory of imperialism is to break away entirely from Marxism,
It is clear from this that any distortion or mistake in the theory
of imperialism inevitably means a break with revolutionary Marx-
ism-Leninism, , '

Lenin analysed imperialism as a special stage in the develop-
ment of capitalism, as a new stage in capilalist development, as
a distinct historical epoch conditioned by radical changes in the
field of economics. Lenin considered as most important those
changes which have taken place in the field of capitalist produc-
tion and which distinguish the epoch of imperialism from the pre-
vious epoch of industrial capitalism. In this Lenin based him-
self on those laws of the development of capitalism which were
discovered by Marx, and indicated how those laws act in the new
epoch, ,

Lenin pointed out all the peculiarities that distinguish this new
epoch, which is the epoch of decaying and dying capitalism and
the eve of the socialist revolution, Imperialism inevitably brings
devastating wars and the general crisis of the entire capitalist sys-
tem, ‘ :

“Imperialism emerged as the development and direct continu-
ation of the fundamenta] attributes of capitalism in general.” #

Imperialism is a new stage in the development of capitalism,
but this new stage is the direct continuation of the previous stage—
the epoch of industrial capitalism. The fundamental and decisive
contradictions inherent in industrial capitalism—the contradiction
between the bourgeoisie and the proletariat, the struggle within
the capitalist camp, anarchy of produclion, crises—not only do
not disappear with imperialism, but on the conlrary, they attain
their utmost acuteness, '

The idea that imperialism has absolutely nothing in common
with the previous era of industrial capitalism is a crass error.
Such a view (the so-called “theory of pure imperialism”) was

* Lenin, Imperialism, the Highest Stage of Capitalism, p. 84,
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propounded by Bukharin and several of his adhgrenE? ‘dur;i-n.g”’th?
years of the imperialist.war. In spite 0:f ‘the.;sef?mlng Leftism (1
this theory {the peculiar nature of imperialism 1§ very myultn
stressed), it leads in practice to compl‘(?tely ovpportun?svt c‘onc 11[
sions both with respect to modern capitalism and with respec
to the transition to socialism, ‘ A
Lenin evolved his theory of imperialisrr.l in a process (.)f un-
ceasing, unrelenting struggle =a»g‘ainrst.all k.lnsds of bourgem‘s jn]d
petty-bourgeois views on this q_uestlc?n, in a 1‘1.;1t.hles‘s stm.bge
against all kinds of opportunist distortlo-ns and mlsmtfn'preta’uons
of Marxism on the question of impe‘riah‘sn‘).. The L‘em‘nl.st theo;y
of imperialism is inseparably .bo‘u‘n‘djhup V\.Ilt'h ‘th.e Leninist tez.m h-
ing on the prolelarian revolution. Antl-Lenmmf views on questlong
of imperialism, on the other hand, are ‘m_ost mtlmatiely Cf)rmected
with counter-revolutionary political positions. All dlS't.OI‘!:lOIl'S an
errors in the interpretation of the Leninist theory of imperialism
inevita ead to opportunist views. .
1H?é$ﬁ1§);g;ls his »grlialysi‘s of imperiralism. with an inv?shgatl.og
of the process of concentration of production, which brings Wl’[.
it the rule of monopolies. Carefully tracing the steps of the capi-

talist development of the last epoch, Lenin reaches the conclusion,

that this period can be characterized, primarily, by the fact that
the previously predominant. free competition is repl»ac?d .by the
rule of capitalist monopoly which sharpens the conftradlct_lonst of
capitél‘i‘sm to the utmost. \

Monopoly rule, penetrating the entire economic and p.oliti‘ca.ll
life in capitalist countries, is the fundamental attribute of imperi-
alism. It is this predominance of monopoly
which lays its ineradicable stamp on all
phases of economic development in the era
of imperialism. Lenin gives the following definition of imperial-
ism, embracing its five fundamental features:

“1) The concentration of production and capital de'vvelc?ped
to such a stage that it creates monopolies which play a decisive
role in economic life; o . .

“2) The merging of bank capital with industrial capital, apd
the creation, on the basis of ‘finance capital,” of a financial
oligarchy;

Five features
of imperialism

13 Leontiev e
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“3) - The export of capital, which has becomé extremely im-
portant, as distinguished from the export of commodities;

“4) The formation of international capitalist monopolies
which share the world among themselves;

“d) The tervitorial division of the whole world among the
greatest capitalist powers is completed.

“Imperialism is capitalism in that stage of development in
which the domination of monopolies and finance capital has
established itself; in which the export of capital has acquired
pronounced importance; in which the division of the world
among the international trusts has begun; in which the parti-
tion of all the territories of the globe among the great capitalist
powers has been completed.” * ’

In another work, Imperialism and the Split in Sociaiism, Lenin
gives the same list of the most important features of imperialism,
In this book, pointing out the necessity of defining imperialism
as precisely and as fully as possible, Lenin wrote as follows:

“Imperialism is a particular historic stage of capitalism. Its
special character is threefold: imperialism is 1) monopoly capi-
talism; 2) parasitic, or decaying capitalism; 3) moribund capi-
talism. The substitutiorr of monopoly for. free competition is
the fundamental economic feature, the quintessence of imperi-
alism. Monopoly manifests itself in five main forms: 1) cartels,
syndicates and trusts; the concentration 6f production Having

,Teached the stage which gives rise to these monopolistic com-
bjnations of capitalists; 2) the monopolistic position of big
banks: three to five gigantic banks manipulate the whole eco-
nomic life of America, France, Germany; 3) usurpation of the
sources of raw material by the trusts and the financial oiigal‘clly
(finance capital is monopolistic industrial capital merged with
bank capital); 4) the (economic) partition of the world among
the international cartels has begun. The international cartels
which dominate the whole world: market, dividing it ‘amicalbly’
among themselves—until war brings about a redistribution—
already number over one hundred! The export of capital, a
specifically characteristic Phenomenon distinet from éxport of
commodities under non-monopoly capitalism, ig closely bound

* Ibid, p. 85,
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up ‘with the. economic and territorial political partition _of th'e
world; 5) the territorial. partition of the world (colonies) - is
completed.” * '

We already know that one of the most important 'laws of cz.lpi-
talism is the law of the concentration and centralization of capital.
The development of capitalism leads to the
ruin of small-scale production and to the tri-
umph of the large enterprisecs. In the pro-
cess of competition the strong crushes the weak. In the competitive
struggle all the advantages are on the side of the large enjter-
prises. They take advantage of all the achievements of tech.n-llcal
science, which are beyond the means of their weaker <c0mpet1t0rs.

The triumph of large-scale production, the rcon.centratlon and
cenlralization of capital inevitably lead, at a definite stage of de-
velopment, to monopoly. Monopoly is an agreemept between, or
union of, capitalists in whose hands the overwhelming Part of the
production of certain commodities is concentrated. ch 1s easy to
see the tremendous advantages of such a combination for the
capitalists. As the entire production (or the \ox./erwhelming pa.rt)
of a given commodity is in their hands exclusuvel.y, they can in-
crease their profits tremendously by raising the price of t.hlS com-
modity. It is understood that such a combination is Pos&ble only
when the greater part of production is concenirated in the hands
of a small number of the biggest capitalists. :

Already at the beginning of the twentieth century the concentra-
tion of production in a comparatively small number'of large enter-
prises had gone very far in most capitalist counh:les. Of course,
in every country there are to this very day medium and small
enterprises which employ a small number of workers.and‘ produce
small quantities of products. But the decisive role is played by
the biggest plants and factories which exploit thousands of work-
ers, possess the greater part of the mechanical power and us-e.tre-
mendous amounts of electrical energy. These gigantic ent»erprlns.es,
putting out an enormous amount of commodities, occupy (j!om'ln-
éting positions. Thus in the U.S.A., for example, at. the begmnung
of the present century almost half of the entire industrial pro-

The domination
of monopoly -

* Lenin, Collected Works, Vol. XIX, “Imperialism and the Split in Social-
ism,” p. 301, Russian ed.
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duction was already concentrated in about three thousand: of the
largest enterprises. These three thousand giant enterprises repre-
sented numerically only one-hundredth part of the entire number
of industrial enterprises. It is clear that the other minety-nine hun-
dredths are represented by petty, scattered enterprises which are
entirely unable to contend with the small number of huge enter-
prises.

The joint stock company form of enterprise greatly helped the
triumphant progress of big capital. Previously, plants and fac-
tories were established by individual entrepreneurs. Individual
capitalists owned their enterprises, managed them and pocketed
the profits. However, some enterprises which needed particularly
large expenditures of capital—railroad building, for instance—-
proved more than an individual capitalist could manage; for such
purposes joint stock companies were formed. In a stock company
the capital of many owners is joined, ‘Every capitalist gets a
definite block of stock corresponding to the amount of capital he
has invested. Formally, the general meeting of stockholders decides
on all fundamental questions, but in practice a small group of the
biggest stockholders is in full control. Since the number of votes
cast at the general meeting depends on the amount of stock owned,
the small shareholders cannot influence the management of the
business. It is sufficient to own from 30 to 40 per cent of the total
stock to be in control of a stock company, Thus the stock com-
pany is a form of organization in which big capital subjects to
itself and wuses for its own ends the accumulated means of small
and medium capitalists and to some extent even the savings of
the upper strata of office employees and workers.

In modern capitalist countries the vast majority of large enter-
prises are stock companies. Stock companies stimulate the rapid
centralization of capital and the expansion of enterprises. Stock
companies build gigantic enterprises such as are beyond the pos-
sibility of individual capitalists. Modern railroads, mines, metallur-
gical plants, the large automobile plants, steamship lines—all these
would be impossible without stock companies.

Helping to enlarge enterprises, stock companies prepare the
ground for monopoly corporations. Monopoly organizations first
arise in the decisive and basic industries—in heavy industry. In
this field the progress of large-scale production is particularly
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rapid, and here concentration proceeds apace. Oil Wells., coal mines,
iron mines, iron and steel foundries are concentrated in the hﬁilI.ldS
of a small number of enterprises in every country. Competltl?ln
among these giants assumes a particularly ﬁerce c}la.racter. The
free exit of capital from these fields is exoeedln.glly dqfflcult..Every
such undertaking requires tremendous ‘expen;d'ltur.es of gapltal on
buildings, equipment, huge machines. T he. .utlh-zathn of thls dcapl-‘
tal for the production of other commodities at dlsadvantz}?zous
prices is impossible. Crises are felt most. ke‘enl'y by heavy 1:In‘ful;
try. During crises the demand for machinery, iron and coal1 a‘ t
faster than the demand for consumers’ goold!s. Every curtai mend
of production hits heavy industry hard: mil.hon -flollar plants.sta;l‘,
idle for lack of orders, the cost of production rises tremendousl).
Heavy industry is the first to fall under the power of monopoly.

. At the same time, having swallowed heavy industry, monopoly

reaches out for the light industries also, subjugating them one
after another.

Capitalist associations vary in form. At ;ﬁlfst there Iarle shor;:
term agreements of a fortuitous nature on prices, These only pavu
the road for longer term agreements of a
Cartels, syndicates, 1. 4¢
trusts There are cases when .separate. under-
takings come to an agreement to maintain prices at-a certalg lfivellt,
In this case each enterprise 1‘e1nair}s absolutely 1nde.pe111. er; .
-only undertakes not to lower its prices bey(.)nd (}ertaln imi ;;3
order not to affect adversely the othe')r enterprises in th.e ;ame ie
through competition. Such associations are called cartels. .
Closer contact among enterprises is establis?ed‘ when 'tl.lely .mzllte
in syndicates. Here the enterprises lose their commercia 1nt }e;
pendence: the sale of finished products and sometnn-es] even e
purchase of raw material pass through the {mnds ?f the genf.zoc;
office of the syndicate. Every enterprise carries on 1tsl'pr.(1 duc ihe
independently, only now it already has a se‘zt quota,(' mntlgg e
quantity of commodities it can produce. ‘Tlns quota is set by
ndicate. _
SyEven closer is the conmection in the frust. Here ,th‘(? ;epa&‘ii(;
organizations merge completely. The owners of the individus
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enterprises become shareholders in the trust. All the enterprises
embraced by the trust have one general management.

The merging of individual enterprises connected in any way in
the process of production assumes a continually greater role, Thus,
Vertical ' fqr instance, a I}le"[allu‘r,gica‘l .plant; merges
combinations W_lkh a coz%l-mnnng ~ente1‘prr5e which fu%'-

nishes it with coal and coke. Further, this
mefallurgical and coal-mining enlerprise often mmerges with a
machine-building enterprise where locomotives or other machines
are built. Such a merger is called a vertical combination.

The development of monopolies spurs many capitalists on to
form combined enterprises. Let us assume that the coal-mining
companies have formed a syndicate and raised the price of coal
and’ coke. Metallurgy needs a great amount of hoth produets.
Many owners of metallurgical plants will, in such a case, try to
obtain their own mines and coke ovens, Thus they avoid high
payments to the syndicated coal industry and obtain, the oppor-
tunity of making tremendous super-profits,

The spread of the stockholding form of enterprise often brings
about a close connection between separate enterprises. A com-
: plicated’interlocking of the interests of dif-
ferent enterprises is created, by which one.
enterprise is linked up in some way with another, which in its turn
is connected with a third, and so on. The active participation and
interference of banks in industry greatly sirengthens the spread
of such financial connections among whole groups of enterprises,
Itis particularly worth noting those cases in which some power-
ful group of capitalists buys up a large share of the stock of
some enterprise. We have already pointed out that it is sufficient
to own a third of the stock of a company to be in complete con-
trol of it. Owning such a number of shares (or, as it is called,
the controlling interest), the group of capitalists subjects to its
own influence one stock company after another. This absorption
of individual enterprises into the sphere of influence and action
of the kings of big capital takes place everywhere, and the forms
this process takes are most diversified. ‘ '

Usually, such forms of closely linkin

Corporations

§ together separate enter.
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prises on the basis of their financial interdependence is "calle‘(-l in-
corporation, and the groups thus formed are called corporations.

The substitution of capitalist monopolies for free competition

-is a fundamental attribute of the imperialist epoch. Even in his

time Marx pointed out that free comp.etit%ml
inevitably leads to the rise and domination
of monopolies. But monopoly tries to (Ele-
stroy free competition. Monopolists try to gain cqntro} of the entire
production of a commodity. The monopolist 51tua't101} opens up
unwonted opportunities for enrichment to the capitalists, at th?
expense of an increased exploitation of the broad masses o
workers.

Monopoly and
competition

The creation and growth of monopolies does not abolish com-

petition among capitalists but, .on. the contrary, ma!(fes it even
sharper and fiercer. If, formerly, with free competition. many
separate capitalists fought with one another, now, powerful unions
of capitalists enter the fight—group against group. The monopol-
ists wage desperate battle against those elltel‘p1'1§es ‘(the.so-called
“wild” ones) that do not want to enter rintg alliance Wlth them.
In the struggle, all manner of uriderhand methods are used, even
to the point of blowing up rival ‘enterprises..Fu'rthér‘, when the
monopolists raise the price of their eommodity it -arouses, fierce

resistance in those branches of industry which are the consumers:

and purchasers of this commodity. When the coal syndicate rgises
the price of coal, this evokes the resistance of all those owners of

‘plants and factories who use coal in their business." Many try to

substitute other fuel for coal, for instance peat or oil, or go 'ox./rer
to the use of electric power. The metallurgical industry which
uses a particularly great amount of coal and coke will attempt
to obtain its own coal mines. A struggle to the death develops
among whole branches of industry. The more concentrated. an
‘industry, the greater the role of monopoly in it—the more furious
this struggle. - : o

A bitter struggle develops within the monopolist assoczatzoz_r.
The competitors and rivals of vesterday, united in a cartel, syndi-
cate or trust, continue to struggle among - themselves by other
means. Everyone fries to grab a higger share of the common mon-
opolist gains for himself, The struggle within the monopoly is

T AT
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most frequently conducted in great secrecy and only in particular-
ly severe cases does it break out openly.
We thus see that not only does compelition give birth to mono-

poly but that monopoly, in its turn, gives birth to competition,
strengthening and sharpening it to extreme limits.

“Free competition is the fundamental attribute of capitalism,

and. of commodity production generally. Monopoly is exactly -

the opposite of free competition; but we have seen the latter
being transformed into monopoly before our very eyes, creating
large-scale industry and eliminating small-scale industry, re-
placing large-scale industry by still larger-scale industry, finally
leading to such a concentration of production and ecapital that
monopoly has been and is the result: 'cartels, syndicates and
trusts, and merging with, them a dozen or so banks manipulat-
ing thousands of millions. At the same time, monopoly, which
has grown out of free competition, does not abolish the latter,
but exists alongside it and hovers over it, as it were, and, as a re-

sult, gives rise to a number of very acute antagonisms, frictions
and conflicts,” * ' '

Lenin time and again emphasized that the replacement of free
competition by the dominance of monopoly, which does not mean
Tmperialism as the abolition of competition, but which, on

o= the contrary, is a condition for its extreme
monopoly capitalism . . , .
sharpening, is the most important attribute
of the epoch of imperialism. Tenin constantly pointed out that
imperialism is monopoly capitalism. Monopoly is, in the words of
Lenin, the last word of the latest phase in capitalist development.
The substitution of monopoly for free competition is a funda-
mental economic trait, the essence of imperialism, Lenin says.
In his work on imperialism, Lenin, in characterizing imperialism
as a special stage of capitalism, writes:

“If it were necessary to give the briefest possible definition
of imperialism, then we should have to say that imperialism is
the monopoly stage of capitalism. Such a definition would in-
clude what is most important, for, on the one hand, finance
capital is bank capital of the few big monopolist banks, mezged

¥ Lenin, Imperialism, the Highest Stage of Capitalism, p. 84,

IMPERIALISM—THE EVE OF THE SOCIALIST REVOLUTION 201

with the capital of the monopolist combines of 'manufactu?e.rs ;
and, on the other hand, the division of the world is a transition
from a colonial policy, which has extended without hindran.ce
to territories unoccupied by any capitalist power, to a colonial
policy of monopolistic possession of the territories of the world
which have been completely divided up.” *

Elsewhere Lenin points out:

“Imperialism (or the ‘epoch’ of finance capital we will not
argue about words) is, economically speaking, the highest stage
in the development of capitalism, namely, the stage when pro-
duction is carried on on so large a scale that free competztlzon
is superseded by monopoly. This is the economic essence of im-
perialism. Monopoly manifests itself in trusts, 'syn-dl?ates, ete.,
in the omnipotence of gigantic banks, in the cornering of th.e
sources of raw material, etc., in the concentration of bank capi-
tal, etc. The whole point lies in economic monopoly.” **

Here the radical difference in the approach to the study of im-
perialism by Lenin, on the other hand, and.the 'SocialjDel.nocratic
theoretician of imperialism, Hilferding, on the other, is disclosed.
Hilferding puts foremost not those changes which have ta.ken
place in the field of the industrial structure of the latest capltz.,\l-
ism, but those changes which are taking place in the field of cir-
culation—first of all, in the field of credit, in banking spheres:
In this the exchange conception characteristic of Hilferding’s fal-
sification of Marx is apparent. Instead of the primacy, i.e., pre-
dominance, decisive importance, of production he puts the primacy
of circulation. The exchange concept is very characteristic of
Social-Democratic theorcticians. The cxchange concept, together
with a number of mistakes in the theory of value, money and crises
connected with it, led Hilferding, even before the war, to the op-
portunist conclusions noted by Lenin. In pre-war ‘times‘ Hilferding
depicted things in"such a light as if gaining control of six of the
largest Berlin banks was sufficient to make one master .of the
entire country. Such a way of presenting the question veils 't.he
necessity of a prolonged revolutionary struggle of the proletariat

* Ibid., pp. 84-5. ‘ ) ‘
** Lenin, Collected Works, Vol. XIX, “A Caricature of Marxism and ‘Imper-
ialist Economism,”” p. 207, Russian ed,
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for power, for establishing and entrenching its dictatorship, for
mastering production, for organizing production in both industry
and agriculfure. Such a way of putting the question masks the
necessity of overcoming the fierce resistance which the bour-
geoisie puts up against the victorious proletariat at every step.
After the war, Hilferding, as one of the most shameless leaders of
counter-revolutionary Social-Democracy, developed the traitorous
theory of organized capitalism. This theory of organized capital-
ism is the official doctrine of modern Social-Democracy. It repre-
sents a further development of the same ideas thal lay in the
exchange concept. We shall return to this theory of organized
capitalism in greater detail further on. '

Monopoly associations spread most rapidly in America; that is
why it is called the “land of trusts.” At the beginning of the pres-
B - cent century, American trusis had already
N.Ionop;oly assocla- concentrated in their hands the greater part
tions in the most . . o
important countries of production. Thus the oil t?ust .had m‘ its
hands 95 per cent of the entire oil produc-
tion; utilizing its monopolist position the oil trust increased its
profits fromy 5 per cent in 1882 to 42 per cent at the beginning
of this century. The chemical trust unites 81 per cent of the pro-
“duction of its industry; the lead trust 85 per cent, and so on. The
United States Steel Corporation is one of the most powerful organ-
izations of capital in the world. It has-increased its capital from
$1,500,000,000 dollars in 1902 to $2,500,000,000 in 1929 and has
147 plants. Up to the crisis it produced 16,000,000 tons of pig iron
and 20,000,000 tons of steel, which represented 40 per cent of the
entire production of these products in the U.S.A. There were
276,000 people working in the enterprises of this corporation. Ap-
proximately the same number of people was employed by another
trust, the American Telegraph and Telephone Company, which
has control of 80-85 per cent of all the telegraph and telephone
communication in the country. Three-quarters of the steel produe-
tion in the U.S.A. is concentrated in the hands of three gigantic

trusts. In the electrical industry one trust (the General Electric

Company) occupies a dominant position, In the sugar and tobacco
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industries 80 per cent of the productioh is concentrated in the
of the corresponding trusts.

ha'IIl‘iSe American oil F’c)ru'st ccg)mmands a capital of over $1,000,009,-

000, There are altogether a score of companies in the automobilé

industry, and of these the five largest have control of three-fourths

of the production in their industry. ‘

Of these in their turn there are {wo firms conducting a fierce
struggle with each other. These are the well-known Ford Company
and ifts rival, the General Motors Corporation. Ford commands a
capital of over $1,000,000,000: General Motors Corporaj[io‘n.—
$1,500,000,000. Tts gross income from the sale of automobiles in
1926 amounted to $1,000,000,000, that of Ford to $750,000,000. Its

" net profits were $180,000,000, that of Ford $100,000,000.

The tremendous network of railreads in America is owned by
a small group of billionaires. In 1927 the Morgan banking group
had control of 35,000 kilometres of railroad tracks, valued at
$3,500,000,000. :

American banks are most closely connected with industry. The
banks have a tremendous number of entérprises under their in-
fluence and control. Thus it is estimated that the Morgan group
of banks controls enterprises representing a total capital of

~$74,000,000,000.

Under the blows of the crisis even the most gigantic monopolist
concerns crack. It is enough to point out that the Ford plants,
which before the crisis employed 120,000 men, in the autumn of
1932 employed no more than 15,000. Other giants of monopoly
capital were in a similar position. A number of the larges.t. trust.s
failed altogether, like the Kreuger Match Trust. The British .011
king, Deterding, who is continually trying to instigate intervention
against the U.S.S.R., was faced with great difficulties. .

In Germany, before the war the Steel Union had nlne-j[enths
of the entire steel production under its control; in the c'oal 1nd1{s-
try, the Rhenjsh Westphalian Coal Syndicate at the time of its
organization had control of 87 per cent (and 1at;er'95 per cen.t)
of the coal production in this coal region, which is the richest in
Germany. ; ' -

In post-war years the Stinnes Corporation in Germany was
much talked about. Stinnes accumulated a tremendous fortune on
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war supplies during the'war. After the war, taking advantage of
the inflation of the mark, he bought up all kinds of enterprises
for almost nothing: coal mines, electrical supplies factories,
telegraph agencies and banks, paper mills and steamship lines,
metallurgical plants and newspapers, As soon as the mark was
stabilized this gigantic concern, employing hundreds of thousands
of workers, fell to pieces.

A new wave of concentration and the creation of tremendous
monopoly associations rose in- Germany in post-war years. By the
end of 1928 two-thirds of all the stock companies (according to
capital invested) were united in corporations. At about that time
also, the two largest trusts in contemporary Germany, the chemical
and steel trusts, were formed ‘by mergers. The chemical trust

commanded a capital of 1,200,000,000 marks. In its hands were

concentrated 80 per cent of the dye works and 75 per cent of the
nitrogen production. The German steel trust commanded a capital
of 800,000,000 marks and employed (up to the time of the crisis)
over 150,000 workers, producing about one-half of all the pig iron
and steel in Germany. '

The same thing is to be observed in other capitalist countries.
In England and Japan, France and Italy, even in small countries
like Belgium or Sweden—everywhere, command is in the hands
of an exceedingly small number of tremendous monopolist enter-
prises, managed by a handful of trust directors.

In tsarist Russia there were also a number of greal monopolist
combines of capitalists. The Produgol Syndicate controlled more
than half the coal produced in the Donets Basin. Another syndi-
cate, Prodamet, controlled up to 95 per cent of all the iron sales
on the market. One of the oldest syndicates was the sugar syn-
dicate.

The strength and significance of monopolies is vaslly increased
by the new role which banks play under imperialism.

Banks were at first intermediaries in mak-

Finance capital ing payments. As capitalism develops the

credit activity of banks increases. The bank

deals in capital. It takes capital from those capitalists who can-

not for the moment make use of their capital themselves, and

gives capital to those capitalists who need it at the moment, The
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bank collects all kinds of income and places it at the disposal of
h italists.

lh6\7\7ci?11131’[‘§1e development of capitalism, banking establishments,
just as industrial e11terprvi§es, unite, their size and turnover con-
tinually increase and they accumulate tremendous amounts of
capital. The greater part of this capital belongs to others, but
the bank’s own capital grows apace. The number of banks be-
comes less, smaller banks close or are swallowed up .by laI.‘ger
competitors. But the size of banks, the magnitude of their capital,
increases. It is sufficient to give the following example.‘ From 1890
to 1912 the number of banks in England decreased from 104 to
44, but their capital increased from £430,000,000 to. £850,000,000.
Now a bank can no longer limit its activity to granting short t.el_‘m
loans to industrialists when they need them. In order to lltl.l-lle
the tremendous accumulations of capital the banks come into
closer contact with industry. The bank now invests a certain part
of its deposits directly in industry by granting long term loans
for the expansion of production, etec. .

The stockholding company gives the bank the most convenient
form for investing its capital in industry, All the bal}k must.do
is to obtain a certain amount of stock in the enterprise. Having
gained control even of only one-third of the total stock the bank
acquires complete control of and unlimited power over the whole
enterprise.

Stockholding companies thus serve as links between the banks
and industry. The banks, in their turn, help the growth of.sto‘.ck-
holding companies, taking upon themselves the reor,gamza’floﬁ
(reconstruction on new principles) of privately owned enterprises
into stockholding companies and the establishment of new stock-
holding companies. The purchase and sale of stock takes place
more and more through the medium of banks. .

The law of concentration and centralization is manifested with
particular force in banking. In the biggest capitalist countries from
three to five of the largest banks conirol the entire network -of
banks. The other banks are either practically subsidiaries of those ‘
giants, their independence a mere outward show, or they play
an entirely insignificant role. Those giant banks are closely w\(eldeld
to the monopolist industrial associations, A merging or fusion .of
bank and industrial capital is taking place. Bank capital fused to-
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gether with industrial capital is called ﬁnanbe capital. The amalga- |

mation of bank capital with industrial monopolies is one of the
distinctive atiributes of imperialism. That is why imperialism is
called the epoch of finance capital. o

" The growth of monopoly and the growth of finance capital put
the entire fate of the capitalist world in the hands of a small
group of the biggest capitalists. The merging of bank capital with
mdustrial capital brings ahout a situation where the biggest bank-
ers begin to manage industry and the biggest industrialists are
admitted into the bank directorates. The fate of the entire econo-
mic life of every capitalist country lies in the hands of a numeri-
cally insignificant group of bankers and industria] monopolists.
And the arbiter of economic life is the arbiter of the whole coun-
try. Whatever the form of government in bourgeois countries in
the epoch of imperialism, practically, a few uncrowned kings of
finance capital have full power. The official state is only the ser-
vant of these capitalist magnates. The solution of the vital prob-
lems in all capitalist countries depends on a small group of the
biggest capitalists. In their own greedy interests these magnates
of capital bring about great conflicts between entire countries,
incite wars, suppress the labour movements and crush uprisings
in the colonjes.

*With the prevalence of monopoly a handful of people control
the lives of the entire people. One of the leaders of capitalist

Germany—the director of theé A.E.G. (General Eleciric Company)
Rathenau, once declared openly:

H]

“Three hundred people who know one another are masters
of the economic destinies of the world and they appoint their
own successors f{rom among their own numbers.”

It has been estimated, for instance, that in France 50-60 big
financiers are the masters of 108 banks, 105 of the biggest enter-
prises in heavy industry (i.e., coal, iron, etc.), 101 railroad com-
panies and 107 other most important enterprises—421 in all, of
which each one involves hundreds of millions of francs. The con-
" centration of the Preponderating part of the entire wealth in the
hands of an insigniﬁcanﬂy small group of men is proceeding at a
rapid rate. Thus in England 38 per cent of the entire wealth of the
country is in the hands of 0.12 per cent of Private owners, and
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less than 2 per cent own 64 per cent of the wealth of the country.
In the U.S.A. approximately 1 per cent owns 59 per cent of all
the country’s wealth.

In the epoch of free competition, world trade develops. Tre-
mendous quantities of commodities are shipped: from one countr'y
: to another. In the period of monopoly capi-

Export of capital . talism the export of capital acquires tremen-

dous significance, .
The fact that export of capital is characteristic of imperilah§m
is closely connected with the reign of monopoly. Monopoh.es
create an enormous “surplus” of capital in the older capitalist
» countries which have had a long period of capitalist d‘evelopme.nt.
Monopolies also cause a curtailment of the opportunities for in-
vesting capital in the home countries. The accumulated monop(.)l.lst
profits tend to flow out of the country in search of opportl.mltles
for profitable investment. Such opportunities for profitable invest-
ment are found in the more backward countries. Wages there are
exceedingly low, the working day exorbitantly long. The sources
of raw material have not yet been completely plundered by the
capitalists, The market possibilities are birg——ca‘pi.talist products
push out the products of the small artisan esta-bhshm»e‘n.ts, con-
demning millions of petty producers to hunger and starvation. But
the monopolies seize the internal market of the counlry, a.nd. for-
eign capitalists find it continually more difficult to sell their com-
modities there. The import of commodities is hampered by high
tariffs. At the same time the organization of monopolies leads to
a state where the internal market of the developed capitalist coun-
trics becomes continually less able to meet the requirements of
the gigantic enlerprises for the sale of their cgmmod'ities.. Mono-
polies inflate prices, which leads to a restriction of the internal
market. They must éontinually throw more goods onto the ex-
ternal market. But how can they sell them there, when these
markets are surrounded by high tariff walls?

- Here the ‘erxport of capital helps. The biggest ‘capitalist. enter-
prises export part of their capital. They organize their own
* branches abroad. They build plants and factories there, thus
throwing their commodities onto that country’s int»erna’l nr%arket.
However, capital is exported not only for the ‘organization of
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enterprises. Capital is also exported in the form of various loans
by means of which the richer countries enslave and subject to
themselves the more backward countries,

Before the war, the foreign investments of the three most im-
portant European countries (England, France and Germany)
reached colossal proportions: about 100,000,000,000 francs. The in-
come from. this dapital reached about 8-10,000,600,000 francs a year,

The significance which the export of capital bears to the im-
perialist states is shown by the following data. In 1925 the export
of British commodities—products of British industries—amounted
to £700,000,000, the profits from this export amounted to about
£100,000,000. In the same year, 1925, Greéat Britain received
£420,000,000 in interest on, its foreign investments. This is more
than four times the profits received from the export of goods.

Capital tends to go primarily to backward countries, where
labour power is cheap, industry weal and the market for goods,
therefore, still great. At the beginning of the World War, for
instance, foreign capital invested in Russian industry amounted
to more than 2,000,000,000 rubles. So much French and Belgian
capital was invested in the Russian coal industry that the main
office of Produgol, which disposed of the greatest part of Russian
coal (65 per cent), was permanently located in Paris. The Ger-
man A.E.G. and Siemens Schukert had almost complete control
of the Russian electrical and elecirical equipment industries, Tre-
mendous British, American, and Dutch capital was invested in the
oil industry in Russia.

With the export of capital close contact is established between
the exporting and importing countries. The country exporting

capital is interested in preserving the existing conditions in the
couniry fo which the capital goes. The French capitalists, for
instance, were interested in preserving the tsarist regime in Rus-
sia, which is why they granted the tsar a loan in 1906, thereby
helping materially to crush the first Russian revolution,

With the development of monopoly capitalism the export of
capital acquires continually | greater proportions and assumes
greater significance.

“Under the old type of capitalism when free competition pre-
vailed, the export of goods was the most typical feature. Under
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modern capitalism in which monopolies prevail, the export of

capital has become the typical feature.””*" .

Under imperialism the export of capital comes to the fore. This
«does not mean, of course, that the export of goods Ibe‘cpmres less
or loses its significance. The fact of the matter is that the equrt
of capital is closely linked up with the shipment of tremendf)vu‘s
masses of goods. If, for example, Great Britain exports capital
to Argentina, it means that enterprises whose stock is purchgs.-ed
by British capitalists are organized there. One can be positive
that the grealer part of the equipment and machinery for thes.e
enterprises will be imported from England. Or the export of capi-
tal may take the following form. Say Great Britain grants some
country a loan, for the money thus obtained the latter co.untry
purchases goods in England: material for rrailroa}ds, mllltal‘y
equipment, etc. Thus we see that the export of capital not only
'does not narrow down the export of commodities, but, on the
-contrary, becomes a powerful new weapon in the struggle for ex-
‘ternal markets, in the struggle for expanding the sale of goods.

Syndicates and trusts keep prices up artificially, secur'i\ng co%o‘sv
sal super-profits for themselves. In order td maintain high prices
the monopoly organizations try to fence their
Division of the countries off from foreign competition. For
WO'I'ld among this purpose imperialist governments intrd-
unions of capitalists duce high tariffs on imported goods. The
tariff frequently amounts to many times more than the value of
ithe commodity.
Already in 1927 the tariffs amounted, on an average (in per-

centages of the value), to 37 per cent in the U.S.A., 20 per cent -

in Germany, 21 per cent in France, 15 per cent in Belgi.um, 29
per cent in Argentina, 41 per cent in Spain, 16 per cent in Aus-
‘tria, 27 per cent in Czechoslovakia, 23 per cent in Jugosl.avm, 27
per cent in Hungary, 32 per cent in Poland, 22 per cent in Italy,
16 per cent in Sweden. This is the average percentage. SlIl.CB on
a number of things (as raw material which does not exist in the
given country) the tariff cannot be very high, it must be very
much higher on others (primarily industrial products, parily fon-
stuffs). It was during ihe last few years that most countries in-

¥ Lenin, Imperialism, the Highest Stage of Capitalism, p- 59.
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troduced new increased tariff rates. In the summer of 1930 a new

tariff was enacted in the U.S.A. which practically prohibited the-

import of a host of commodities. That same year Germany raised
the duties on agricultural products to an ‘unprecedented degree.

In this way the East Prussian landowners got an opportunity to
raiSe prices on their products. It is the working class that has to.
pay for all this in the end, as it constitutes the basic mass of

consumers. .
Thus the internal market ig made entirely dependent on mono-
poly. But the internal market is limited. Under imperialism the
class contradictions become more acute and the impoverishment
of the masses increases. The internal market is not capable of as-
similating the tremendous quantities of commodities produced by
the huge enferprises. The struggle for foreign markets comes lo
the foreground. This struggle proceeds belween the armed states.
of monopoly capital. Monopoly organizations of giant strength
take part in this struggle. It is clear that it must become continu-
ally sharper and fiercer. It is clear that under imperialism the
struggle for markets, together with the struggle for sources of
raw material, for markets for export capital, for the division of
the world, becomes the cause of inevitable armed conflicts and
devastating wars. , .
" The growth of monopolies leads to attempts on the part of:
monopoly organizations of various countries to come to an agree-
ment on the question of the division of markets. When two or
three of the largest trusts in different countiries begin to play a
decisive role in the world in the production of any definite com-
modity, the struggle among them becomes particularly devastat-
ing. Then an attempt at an agreement is inevilable. The agree-
ment usually provides for a division of markets: every participant
in the agreement is assigned a number of countries where he
- can sell his commodities without encountering the competition of
the other participants in the agreement. Such international cartels
existed in several branches of industry even before the World War.
At that time the production of electrical equipment was concen-
trated in the hands of two tremendous trusts—American and Ger-
man—closely’ connected with the banks. In 1907 they came to
an agreement on the division of the world: each one had a num-
ber of countries put “at its disposal.” An agreement existed before
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the war between the American and German steamship companies.
There were railroad and zinc syndicates. An agreement was h('emg
goliat mong the oil trusts.

nei?’?ei‘t etcl{}: Wofld War a number of cartels were formed em-
bracing several countries in Europe. These were: tl}e steel ca_rtel,
cartels embracing the production of stope, c.hemlc.al produ'cts,
copper, aluminium, radios, wire, artificial silk, zinc, 1ex’f11es,
enamelware. In most of these cartels France, Germany, ]?elglum,
Czechoslovakia and Austria participated. Some E.IISO _ included
Poland, Switzerland, Hurigary, Spain and the Scandinavian cou'n-
tries. The world crisis that began in 1929 had a ’fremendous dis-
ruptive influence on most of these cartels. The -11.1tea'nal contra-
dictions grew and many of these cartels have either fallen to
pieces already or are on the verge of collapse. .

It would be a mistake to think that these int»ernat}onal mono-
poly agreements represent a peaceful method of solving the con-
tradictions. Quite the reverse. '

“International cartels show to what peint capitalist monopolies
have developed and they reveal the obje«c‘t of the struggle be-

tween the various capitalist groups.” * N

International agreements are distinguished by their instab%hty
and bear within themselves the sources of the fiercest conﬂl?ts.
In the division of markets each side gets a she}.re 1n proportion
to its strength and power. But the power o.f individual trusts
changes. Each one carries on a continuous 511.ent §tr11ggle for a
bigger share. Changes in the relative strength inevitably call for'
a redivision of markets and every redivisim} leads to the fiercest
struggles. Thus the international monopoh.es not 01‘11y do not
weaken the contradictions between imperialist countrl.es, but, on
the contrary, are conducive to their extreme sharpening.

In the epoch of monopoly and finance capital the seizure of
the colonies by capitalist countries is greatly enhanced.

Since ancient times FEuropeans have
brought their commodities to the colonies
and backward countries, charged them
triple prices for all kinds of trash and have
themselves taken most of the valuable things out of the colonies.

Seizure of the
colonies and the
division of the world

* Lenin, Imperialism, the Highest Stage of Capitalism, pp. 71-2.
14* :
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Powerful countries by degrees seized vast territories hav'ing large
populations.. British imperialists love to brag that “the sun never
sets on the British Empire.” And in fact, the possessions of British
imperialism are spread all over the earth so that at any one
moment the sun shines on some part of them. Of the 1,750,000,000
inhabitants of the globe, about 600,000,000 live in oppressed
colonies, and 400,000,000 in semi-colonies (China, Persia, etc.).
Thus more than half of the human race, about a billion people,
are in the power of the great robber nations.

During the decades preceding the World War the division of
the world progressed with particular rapidity. From 1876 to 1914

the so-called “Great Powers” seized about 25,000,000 square kilo- .

metres of land; they thus grabbed foreign lands having an area
twice that of all Europe. Most of the land fell to the old robbers—
Great Britain and- France. The younger robbers like Germany,
Tialy, etc., got only the left-overs. All the countries which were
in any way suitable for exploitation had already been seized by
others; the late-comers had to make a feast of the crumbs that
fell from the table, or.try to snatch a fat chunk from the teeth of
the others.

The fierce struggle for sales markets, for raw material markets,

for markets for capital investments led to the division of the

entire world among a few robbers. :
There are no more “free lands.” Imperialist countries can -ob-
tain new territory in only one way: by snatching some of the
plunder from their competitors. The division of the world is
completed. Fights between the imperialists for a redivision of the

globe are now inevitable. And such a struggle inevitably leads to
armed conflicts, fo war. ' '

In order to capture foreign markets monopoly organizations
usually widely employ dumping. Dumping is the sale of com-
modities on foreign markets at prices considerably
below those on the internal market, in many cases
below cost. The sale of commodities in foreign countries at dump-
ing prices is necessary to the trusts for a number of reasons. Pri-
marily, dumping leads to the capture of foreign markets. Then
the sale of commodities abroad makes it possible to narrow down
the supply within the country, which is necessary in order to raise

Dumping '
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and maintain high, monopoly prices. Dum'ping abroad malfes! it
possible to curtail sales within the country without correspondn%gly
curtailing production, which would increase th-e cost.of. producféon.

Dumping is a common occurrence un‘(iller imperialism. In el‘r-
many the steel trust publishes its prices in the newspapers every
month; for every commodity two prices are given—one for the
internal market and the other, abotut one-third lower, for export.

The dumping carried on at the present time by Japanese imperi- .

alism is particularly unrestrained. Utilizing the ruthless e?;plona-
lion of their workers, the Japanese capitalists are flooding the
-world market with commodities, which they sell at thll‘ow—away
prices. They are not only squeezing European and Alr}erlcan com-
modities out of China, but they are deluging industrial countl.ues
with their commodities. Thus they export automobiles to Amerl.ca,
sell bicycles at an absurdly low price in Germany, export silk
shirts to the centre of the French silk industry—Lyons.

In old tsarist Russia the sugar syndicate practised the n.mst
genuine dumping. At that time not a single capitalist cogntr.y raised
its voice against this dumping, but since then the (‘:‘apltz.\hsts and
their newspapers have frequently raised the cry of “Soviet dump-

ing.” This screaming was only part of the badgering of the Soviet

Union and had for its purpose the paving of the ground for new
attacks on the part of the imperialists against the first cou3‘1try in
the world to build socialism. The howling to the effect t}{at .SOVIEt
dumping” was increasing the crisis in capitalist. countrlc%s is par-
ticularly ridiculous. As a matter of fact, very llttle‘Sov1e.t goods
is exported to capitalist countries. Soviet expo.rt has not even
reached its pre-war dimensions. The Sovict Union does'I.lot sell
its goods abroad at dumping prices. It exports commodities not
in order to capture foreign markets, but in order to pay for th.e
goods it needs. The advantages of socialist economy mak.e'lt
possible for the U.S.S.R. to produce a number of comn.lodltles
more cheaply than the capitalists. The Octo.ber. Revolution put
an end to the parasites—the landlords and capitalists—at the same
time eliminating the cost of keeping them—ground rent and capi-
talist profits. It is thus perfectly obvious that all talk about Sov1f:t
dumping is the invention of the enemies of the. U.S.S.R. and is
particularly absurd because Soviet economy, having left the capi-

S —
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talist path, has as a consequence also freed itself from the methods
of struggle bound up with it.

OI'n the capitalist system individual enterprises, individual
The law of t).ljanc(liles of industry and individual coun-
uneven development ries e'velop lmeve.nly and spasmodically.
under imperialism It ls'ev1dent t.h_at with the anarchy of pro-

trongied <t 1 duction prevailing under capitalism and the
nzied struggle among the capitalists for fits, i [
enied S P profits, it cannot be

This unevenness of development is manifested with particular

acuteness in ’the epoch of imperialism, and becomes a decisive:
force, a decisive law.

.“}‘?ir'lan-ce capital and the trusts are aggravating instead of
dun.lmshmg the differences in the rate of development of the
various parts of world economy.” *# |

) Imperialism is monopoly capitalism. The rule of monopolies
increases the uneven and spasmodic development of individual
countrl'es. Monopoly associations, on the one hand, open up op-
portunities for the younger countries to catch up with and outstr?
'?he older capitalist countries, and on the other, rrio'nopolies havé, ‘
1nhere.nt in them, tendencies towards parasitism, decay and a re-,
tar(.iatlo;n of technical progress: under certain conditions mono-
polies delay the development of some countries and thus create
opportunities for other countries to forge ahead.

[

‘: . . Under capitalism the development of different under-
takings, friists, branches of industry or countries cannot be
even. Half a century ago, Germany was a miserable insignificant
counlry as far as its capitalist strength was con(cernZd com-
.pared.with the strength of England at that time. J apan was sim-
l'larly insignificant compared with Russia. Is it ‘conceivable’ that
in ten or twenty years’ time the relative strengths of the impeﬁ-

alist powers will have remai
ained unchanged? Absolut i -
. ceivable.” ##* ¢ tely fncon

- The -export of c'apital greally accelerates the devblopment of some
C(_)untrles, retarding the further growth of others. Modern tech-
nique, the modern stage of development of productive forces open

* Lenin, I iali 1 itali
o pfn{)lei'zahsm, the nghest Stage of Capitalism, p. 93.
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wide the door of opportunity for the younger couniries: they have
the chance of outstripping their older rivals, of leaping over in a
short period of time a series of stages of technical development
that took scores of years in the older countries. - ®
The division of the world is completed under imperialism. A
struggle for a redivision ensues. This impels every imperialist
power to strengthen itself at a feverish rate. Each country tries
to surpass its rivals. .
~ The uneven and spasmodic development of individual countries,
‘becoming still more pronounced under imperialism, sharpens the
antagonisms between countries. The law of uneven development
:imakes stable and lasting international alliances of imperialist pow-
«ers impossible. The relative strength of different countries is con-
tinually undergoing change, and changes in.the relative strength
inevitably lead to all kinds of conflicts. _ I
The Leninist law of uneven development under imperialism is
‘brilliantly developed in a number of works by Stalin. In the strug-
gle with Trotskyism which denies the Leninist law of uneven de-
velopment, Stalin further developed the feaching of Lenin. Stalin

. ¢hus sums up this question: :
) R

“The law of uneven development in the period of imperialism
means the spasmodic development of one country with respect
to another, the rapid crowding out of ‘some countries by others
.on the world market, the periodic redivision of the alréady di-
pided world through military conflicts and military catastrophes,
the deepening and sharpening of the conflicts in the camp of
imperialism, a weakening in the front of world capitalism, the
possibility of this front being broken by the proletariat of in-
dividual countries, the possibility of the triumph of socialism in
individual countries.

“What are the basic elements of the law of uneven develop-
‘ment under imperialism? ‘

“First, the fact that the world has already been divided up
among the imperialist groups, that there are no more “free,” un-
.occupied territories in the world and that in order to capture
new markets and sources of raw material, in order to expand,
it is necessary to take such territory from others by force.

“Secondly, the fact that the unprecedented development of
gechnique and the increasing uniformity of the level of develop-
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ment i.n capitalist countries have enabled and assisted some
countries spasmodically to overtake others, have enabled the
less powerful but rapidly developing countries to crowd out the:

¢more powerful ones. ‘
Thirdly, the fact that the old division of spheres of influence

between individual imperialist groups is continually coming into

conflict with t.he new relation of forces on the world market, that
ff)r the establishment of ‘equilibrium’ between the old distribu-
tion of spheres of influence and the new relation of forces

periodic redivisions of the world are necessary by means of”

imperialist wars.” *

VVarls of conqugst, inevitable under imperialism, bring about tre--
p.].endous cbanges. in the relation of forces between the various na-
tions. The imperialist war of 1914-18 brought about the smashing

of Germany, the parcelling out of Austria-Hungary and the estab-

hshment of a number of new states on its ruins. The unevenness
o_f development of the various countries is manifested with par

tIC}llzir clarity and explicitness in the post-war years. Amerl?:':cz;
gained most by the war. It profited most from the struggle of”

the others. Formerly, it was indebted to other countries, especially;

England. Now almost the entire world, including England, is in.
debt to America. A number of branches of industry bin Alileric A
almo»st doubled production after the war, )
. Less-than 7 per cent of the 'world’s population is concentrated’
in the U.S.A. which occupies about 6 per cent of the earth’s sur-
face. At the same time, up to the present crisis, 40 per cent of"
the world’s coal mines, 35 per cent of hydro-electrical energy, 70:
ber cent of the oil, 60 per cent of the world’s wheat ar‘ld 5)’(%011
55 per cent of the timber for construction purposes, arpproximate:
Iy 50 per cent of the iron and copper and about 40 per cent of
the leaq and phosphates of the world were produced ther(; [8)
to the’ time of the crisis, the U.S.A., consumed 42 per cent ’01;- thI(::
WOI‘ld'S output of iron, 47 per cent of the copper, 69 per cent of
the oil, 56 per cent of the rubber, 53 per cent of, theltin 48 per-
cent of thes coffee, 21 per cent of the sugar, 72 per ceni of ?h :
silk and 80 per cent of the automobiles. ; ' ’
On the other hand, England, which had occupied first place:

#* S . 113
talin, “Once More on the Social-Democratic Deviations.”

" The law of
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in world economy before the war, declined rapidly. After the war
England became a usurer-land, and a number of the most im-
portant branches of indusiry, particularly the coal industry, re-
mained at the same level, while rival countries forged aheads
The present crisis brought about tremendous changes in the
relation of forces among the various capitalist robber nations.
It hit different countries with different force. Thus it increased
the unevenness of development still more. It affected the U.S.A.
the most severely. That is why the United States does not occupy
the same place now that it occupied a few years ago. Then, Am-
erica was the sole “ideological ruler” of the European bourgeoisie
and its Social-Democratic menials. Now, the crisis has exposed all
the deep contradictions of American capitalism. Not a trace of the
much lauded American “prosperity” has remained. Of course,
the U.S.A. is still the biggest and strongest capitalist country. Its
weakening, however, strengthens the contradictions which are

rending the capitalist world.

The law of uneven development, sharpened by the imperialist
epoch, shatters all the utopian theories of the possibility of a last-
ing peaceful agreement among the monopol-
ists of various countries. The growth of con-
uneven develop m(.ant tradictions among the imperialist robbers
3:3013;;3 or:)roletarlan and the inevitability of military conflicts

bring about a mutual weakening of the im-
perialists, bring about a situation where the world front of im-
perialism is most vulnerable to the onslaught of proletarian revo-
lution. On this basis, a breach in this front results at the point
where the chain of the imperialist front is weakest, where condi-
tions are most favourable for the victory of the proletariat. In-
separably bound up with this law of the uneven development of
capitalism, which reaches its point of greatest acuteness in the
epoch of imperialism, is the Leninist teaching of the triumph of
the proletarian revolution and the building of socialism in a single
country—a teaching that was subjected to the severest attacks on
the part of Trotskyism. Lenin has written about this as follows:

“Uneven economic and political development is an absoluite
law of capitalism. Hence, the victory of socialism is possible
first in a few or even in one single capitalist country taken sep-
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arately. The victorious proletariat of that country, having ex-
propriated the capitalists and organized its own socialist pro-
duction, would rise against the rest of the capitalist world,
attract to itself the oppressed classes of other countiries, raise
revolts among them against the capitalists, and in the event of
necessity, come out even with armed force against the exploit-
ing classes and their states.” *

Thus the Leninist law of uneven development is of tremendous
significance for revolutionary practice. Stalin points out that even
during the war, Lenin, basing himself on the law of the uneven
development of imperialist countries, counterposed to the theory
of the opportunists his theory of the proletarian revolution, the
teaching of the triumph of socialism in g single country “even
though this country is capitalistically less developed.” -

At the same time, the opportunists of all countries try to cover
up their betrayal of the revolution by asserting that the proletarian
revolution must begin all over the world simultaneously. The
traitors of the revolution thus create for themselves a sort of
mutual responsibility. The doctrine of the law of uneven develop-
ment is subjected to furious attacks on the part of those sworn
enemies of the proletarian revolution—the Social-Democrats and,
primarily, cOunter-rev‘olutionary Trotskyism, which is one of the
most brazen detachments of social-democracy, the vanguard . of
the counter-revolutionary bourgeoisie. Trotsky and his adherents
claim that under imperialism the unevenness of development of
individual countries does not increase but decreases, Trotskyism
does not see those decisive contradictions which predetermine the
growth of unevenness in the epoch of 'imperialism. IFighting
against the Leninist law of uneven development, Trotskyism
reaches the social-democratic conclusion that it is impossible to
build socialism in a single country. The Trotskyist denial of the
possibility of the victory of socialism in the U.S.S.R. is closely bound
up with the Trotskyist “theory of permanent revolution,” with a

-lack of faith in the possibility of a firm alliance between the pro-
letariat and the masses of middle peasants, a lack of faith in the
power and creative abilities of the proletariat in building socialism.

* Lenin, Collected Works, Vol. XVIII, “The United States of Europe,Siogan,”
P. 232, Russian ed. :
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Trotskyism is carrying on a desperate struggle. a.gain§t the %fen};
inist policy of the Communist Party of .the SQVIet Umon‘,. wlncl
is bent on building socialism in the Soviet UnlOI:l. A partlcu‘ aIt‘ y
prominent role in exposing the counter:revoluhonary characl eft
j:of Trotskyism was played by Stalin. During the many years t?i
the C.P.S.U. carried on a struggle against Tl‘OtSl(YlSIl:l, Stalin b11}
fiantly exposed the counter-r-evolutionar‘}:, M(insheVIk Iessencedo
the Trotskyist positions, no matter how “Left” the phrases under

i hey were masked. . ' -
Wl}ll‘?ll:: tcon}ll.ple’ce collapse of the Trot_s.kyis? po.sihops is uneq%}.vo;
cally shown up by the universally historic VlC‘tOI‘le.S of t!he irs
Five-Year Plan. Summing up the resulls of the First Five-Year
Plan, Stalin said: o
' “The results of the Five-Year Plan have smashed.th.‘e sogal-
democratic thesis that it is impossible to build somah_sm in a
single country taken by itself. The results of'th«e I?'lv?;Yeiar
Plan have shown that it is quite possible to l?ulld socm.hst 50];
ciety in a single country, because th.e economic foun%a}klons o
such a society have already been laid in,the U.S.S.R.

. 3 3 : ' -‘ l_
In opposition to the Leninist theory of 1mpe1(‘;alfls;ne t?ﬁegf;li, ;
i fals
] e formulated the traitorous an . .
Democrats hav ultra-imperialism, the author of thlch is
The theory. of Kautsky, who has enormous expen;nce'siﬁ
wltra-imperialism the distortion and falsification of Marxi ;
and who now comes out as one of the most b.r‘azel‘l 'slander-er.s 0
and agitators for intervention against th‘e' Soviet .U}zuzrel;ﬁn fought
A The substance of Kautsky’s views, against .Wth enin fousht
determinedly, is the following: Kautsky denies that lmtp aliom
is a distinct s,tage, phase, or new step in the d~eve1(3pmeé:: uloiariﬁ}z&
;ialism distinguished primarily by (f.iveep economic pmic Syst.em
ACCOI‘(,:linO‘ to Kautsky, imperialism is n(.)t an_econo ysien
but mereTy a certain policy of the capita11§ts of cgtam 510}; dEter:
;Kautsky’s principal definition, against which Lenin fough
minedly, says: . . ' N
“ ‘I};nperialism is a product of highly developed md.uitrlal ii[::lli);t
talism. It consists in the striving of every industrial cap

| 7 ium: From
* Gtalin, “The Results of the First Five-Year Plan,” in the symposium: I'r
dhe i?irst t,o the Second Five-Year Plan, p. 59.
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natlor.l to bring under its control and to annex increasingly big
agrarian regions irrespective of what nations inhabit those
regions,’ ” # ‘ :

. “This definition is utterly false theoretically,” says Lenin. What
is false about this definition? Lenin exposes Kautsky thus:

. “The distinguishing feature of imperialism is not the domina-
tion of industrial capital but that of finance capital, the .strivint;‘
to annex, not agrarian countries particularly, but all kinds ott?'
COllIltl‘IéfS. Kautsky separates imperialist politics from imperialist
economics, :hre separates monopoly in politics from monopoly in
economics in order to pave the way for his vulgar, bour‘geoisl
rf}fo'rmlsm such as ‘disarmament,’ ‘ultra-imperialism’ and
similar nonsense, The meaning and the aim of this theoretical
fals_eh.ood is to gloss over the profound contradictions of im-
.perlkah.sm and thus to justify the theory of ‘unity’ with the
apologists of imperialism, the frank social-chauvinists and op-~
portunists,” #%

Lenin s?resses the fact that Kautsky’s definition is incorrect and
n.on-Marx.lan. This definition is the basis of a whole system of
views which completely break away from Marxism both in theory
fand in p.ractice. Tearing politics away from economics, depictillg'
m.lperlahsm as merely a policy preferred by some capitalist coun-
tries, I?au’[sky altogether assumes the position of the bourgeois
ref(.)r.mlsts who think that it is possible to achieve more “peac‘eful”y
policies without infringing on the inviolability of the economic

system of imperialism. That is why with Kauts i
points out, y utsky, as Lenin keenly

1124 Al . .
fl he result is a slurring over and a concealment of the most:
p;o ound contradictions of the latest stage of capitalism instead
0l an exposure of their depth. The result is bourgeois reformism
instead of Marxism,” ##% :

Kautsky’s vc_oun't‘er-1‘eVOLutionary, thoroughly bourgeois position
becomes particularly evident in his arguments about so-called

* Quoted by Lenin, in Imperiali ]

. ¢ , perialism, the Highest Stage of Capilali
S “:* Lenln, Collected Works, Vol. XI s “Imperialisniq an]:l tcllllél gllfle,'P- A
ocialist Movement,” p. 303, Russian ed. pHL I the

#*% Lenin, Imperialism, the Highest Stage of Capitalism, p. 89
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“yltra-imperialism” (i.e., super-imperialism), which are based
directly on his fundamentally anti-Marxian definition of imperi-
alism. : ,
The theory of ultra-imperialism asserts that, as a result of the
growth of monopoly associations in separate countries, the con-
tradictions and struggles between the various countries disappear,
the capitalists of these various countries forming alliances among
themselves; imperialist wars are relegated to the past, a united
world economy results. This theory of “peaceful” ultra-imperial-

- ism is thoroughly hostile to revolutionary Marxism. It completely

distorts the picture of imperialist reality. Refuting this invention
of Kautsky’s, Lenin writes: :

“Compare this reality, the vast diversity of economic and -
political conditions, the extreme disparity in the rates. of devel- -

opment of the various countries, and the violent struggles of
the imperialist states, with Kautsky’s stupid little fable about
‘peaceful’ ultra-imperialism. Is this not the reactionary attempt
of a frightened philistine to hide from stern reality? Do not the
international cartels which Kautsky imagines are the embryos
of ultra-imperialism . . . represent an example of the division
and the redivision of the world, the transition from peaceful
division to violent division and vice versa? Is not American and
other finance capital, which divided the whole world peacefully;
with the participation of Germany, for example, in the inter-
national rail syndicate, or in the international mercantile ship-
ping trust, now engaged in redividing the world on the basis
of a new relation of forces, which has been changed by methods
by no means peaceful?” *

The uneven development of various couniries, which becomes
more pronounced under imperialism, completely refutes the theory
of ultra-imperialism. Lenin wrote as follows in reference to this:

“Kautsky’s meaningless talk about wultra-imperialism en-
courages, among other things, that profoundly mistaken idea
which only brings grist to the mill of the apologists of imperial-
ism, viz., that the domination of finance capital lessens the un-

* Ibid., p. 92.
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évennesses and contradictions inherent in world economy,

whereas in reality it increases them.” #

Being a bourgeois reformist and apologist of imperialism,
Kautsky iries to gloss over its sharpest coniradictions. He denies
the proposition that imperialism is a separate phase in the develop-
ment of capitalism. This denial is necessary to him in order to

slur over all the fundamental peculiarities of this newest phase

b.y reason’ of which imperialism is the eve of the socialist revolu-
tion. The theory of ultra-imperialism, as a number of its later

variations, is directed against the Leninist law of uneven develop- '

ment, which reaches itg highest point under imperialism. The
theory of ultra-imperialism denies the increasing unevenness in
the development of ‘capitalism in the epoch of imperialism and
’ gloses its eyes to the most obvious facts which are clear evi-
dence of this unevenness, Kautsky denies the significance of mono-
poly domination as a fundamental distinguishing attribute of the
new period in-the development of capitalism. He denies the ten-
dency towards decay connected with monopolies, He carefully
glosses over the parasitic character of imperialism. He denies the
proposition that imperialism is moribund capitalism. On the con-
trary, his theory of ulfra-imperialism issues from the premise that
imperialism is not at all the last stage of capitalism, that capital-
ism does not exhaust its resources in the epoch of imperialism.
Here, Kautsky shares the position of all the learned lackeys of
the bourgeoisie, who exert themselves to prove that capitalism is
going to exist for a long time yet and that it is only now stepping
into maturity, » '
Kautsky’s position on questions of imperialism is character-
istic of the ideology of international Social-Democracy. Rosa
Luxemburg, whose mistakes the Trotskyist contrabandists adopted
when they attempted to foist their ideas on the world under the
guise of idealizing Luxemburgism, made mistakes of a clearly
'Ka.uiskyist type on the question of imperialism. .She considered
fmperlalism not as a separate stage in the development of capital- .
ism, but as a definite policy of the new period. In her principal

theoretical work, The Accumulation of Capital, Luxemburg proves

* Ibid., p. 90.
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the inevitability of a collapse not because the inner contradictions
of capitalism become extremely acute in the epoch of imperialism,
but because of the conflict of capitalism with its external surround-

_ ings, because of the impossibility of realizing surplus value under

so-called “pure” capitalism (i.e., a capitalist society consisting
only of capitalists and workers withouit any “non-capitalist mass”
in the form of small producers). Basing herself thus on semi-
Menshevik positions, Luxemburg could not rise to the Leninist
conception of imperialism, to a correct understanding of its fun-

. damental peculiarities and distinguishing atiributes. Luxemburg's

mistakes in the conception of imperialism are closely allied to
heg erroneous positions on a number of important political ques-
tions: the question of the split in Social-Democracy, the agrarian
and national questions, the role of the Party and spontaneous ele-

ments in the movements, etc. The theory of the automatic collapse

of capitalism ensuing from Luxemburg’s erroneous theory of re-
production, which the “Left” Social-Democrats gladly utilize now
to hold the working class back from revolutionary activity by
means of supposedly revolutionary phraseology, in practice dis-
arms the working class, spreads a mood of passivity and fatalism
in its midst, stultifying its will to struggle. It is perfectly evident
that the Kautskyist errors of Luxemburg on the question of im-
perialism kept her from severing relations with Kautsky and
Kautskyism, serving as a sort of bridge connecting her to the
Kautskyist centre even during the progress of the imperialist war
when the absolute treachery of Kautsky and his complete deser-
tion to the counter-revolutionary camp of imperialism became
perfectly evident.

The Trotskyist posifion on the theory of Imperialism is only
‘one of the varieties of Kautskyism. During the war Lenin repeated-
ly established the fact that Trotsky is a Kautskyist, that he shares
Kautsky’s views, defending and glossing over Kautsky’s distortions
of Marxism. In defending the Kautskyist position, Trotskyism
comes out with particular venom against the Leninist law of un-
even development. And this is really not surprising. We have
already seen that the law of uneven development does not leave
a single stone of the whole traitorous and counter-revolutionary
Kautskyist structure of “ultra-imperialism’ unturned. Trotskyism
" builds its counter-revolutionary theory of the impossibility of
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building socialism in a single country on the denial of the Leninist
law of uneven development,

The traitors to the working class from the Social-Demoecratic
camp depict matters as if the growth of monopoly leads to the
' replacement of capitalist anarchy by a new
system—ithat of organized capitalism.

The Social-Democrats began to spread the
legend about organized capitalism particularly during the post-war
years of partial stabilization. The most prominent disseminator of
this theory is one of the most brazen leaders of Social-Demo-
cracy—Hilferding. The Social-Democrats try to maintain that with
the growth of monopoly there is an: end to the blind forces of the

. market. Capitalism supposedly organizes itself, competition dis-
appears, anarchy of production is eliminated, crises become
things of the past, planned, conscious organization predominates.
From this the Social-Democrats reach the traitorous conclusion
that trusts and cartels peacefully grow into planned, socialist
economy; supposedly, one must only help the bankers and trusts
straighten things out for themselves and then capitalism will of
itself, unnoticed, without any struggle or revolution “grow” into
socialism!

It is quite clear that the theory of organized capitalism is 4
further development of Kautsky’s theory of ultra-imperialism.
The Social-Democratic theory of organized capitalism also glosses
over and befogs the glaring contradictions of imperialism, just as
Kautsky’s theory of ultra-imperialism does. The traitors to the
working class from the Social-Democratic camp try by every
means to gloss over the fact that under imperialism capitalism
becomes a decaying, parasitic system. Lenin pointed out that Hil-
ferding, even before the war, in denying the parasitism and decay
characteristic of imperialism, stood even lower than some of the
bourgeois scientists who, on investigating imperialism, could not
help noting these phenomena which stand out glaringly.

Denying the decaying, parasitic nature of imperialism, the
Social-Democrats adopt the position of defending the capitalist
system by all and every means. And they really stop at nothing in
their attempt to crush’ the revolutionary struggle of the working
class against imperialism. The theory of organized. capitalism,

The theory of
organized capitalism
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promising a peaceful and painless transition to socialism, serves
in their hands only as a means of deceiving the moré¢ backward

«lements of the working class, of keeping them away from the

revolutionary struggle.

This counter-revolutionary theory is refuted at every step by
«contemporary capitalist reality. This theory is completely shat-
tered as soon as it is regarded in the light of the analysis of im-
perialism given by ILenin.

We have already seen that imperialism does not eliminate, budt,
con the contrary, strengthens and sharpens all the fundamecntal
«contradictions of the capitalist system. Anarchy of production not
only does not idisappear, but, on the contrary, assumes gigantic
proportions and gives rise to particularly devastating consequences.
-Competition between the monopoly alliances is much fiercer than
it formerly was between individual capitalists. Under imperialism
-crises become keener and more devastating, and their consequences
affect the working class even moré severely. The crisis of 1907
already bore witness to this fact, as it struck the country where
monopoly had grown most—the "U.S.A.—with partieular force.
‘The present world crisis of capitalism most thoroughly and com-
pletely exposes the futility of the legend about organized capital-
ism, disseminated by the lackeys of the bourgeoisie.

The fairy tale about organized capitalism serves the Social-
Democrats only to deceive the working class, to detract their at-
tention hom the uncompromising class struggle, to justify their
Araitorous tactics of class peace with-the bourgeoisie and struggle
‘lmamst the revolutionary labour movement.

The legend of organized capitalism was caucht up, by the
Right wing opportunists in the ranks of the C.P.S.U. and other
Parties in the Communist International. Comrade Bukharin

claimed that ‘“‘the problems of markets, prices, competition and
-crises become. ever more problems of world economy, being re-
placed within the country by problems of organization.”

From this the Right opportunists drew the inference that the -

inner contradictions in capitalist countries are abating, that capi-
talism is getting stronger and that there could be talk about-‘a‘rise
in the revolutionary tide only afler a new imperialist war."
The crude error with regard to the theory of organized capltal-
“ism’ is not accidental with Comrade Bukharin. This anti-Leninist

15 Leontiev e
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position is closely connected with a whole series of errors in the
field of the theory of imperialism, which he had committed be-
.ginning with -the commencement of the war. Lenin fought
Bukharin’s mistakes over a number of years (1915-20), Against
Lenin’s theory, Bukharin counterposed his own theory of so-
called “pure imperialism.” Captured by “Left” phrases and mask-
ing themselves with them, the adherents of this theory, in prac-
tice, allied themselves to the opportunist social-democratic views
on questions of imperialism.

The main fault in Bukharin’s theory of “pure” imperialism lies
in_its extreme simplification and incorrect representation of im-
perialist reality. The adherents of this theory gloss over the deep-
est contradictions inherent in imperialism. They shut their eyes
to the fact that imperialism grows out of and develops on the
basis of the old capitalism, that because of this imperialism does
not eliminate the fundamental contradictions of capitalism but,
on the contrary, sharpens them to the extreme. :

In his report on the Party program at the Eighth Congress of
the Party 4n 1919, Lenin, touching on his disagreements with
Bukharin, pointed out that ‘

“...pure imperialism, without the fundamental base of capital-

ism, never existed, does not exist now and never will exist.” *

In the same speech Lenin said further:

© “Bukharin’s concreteness is a bookish description of finance
capitalism. Nowhere in the world does monopoly capilalism
exist without free ‘competition in a number of fields, nor will it
exist in the future.” o
" And Lenin continued:

“If we had to deal with an integral imperialism which had
completely remade capitalism our problem would be a thou-
sandfold easier. We should then have a system where every-
thing ‘was subject to finance capital only. Then we should only
have to remove this control and leave the rest to the proletariat.
This would be very agreeable, unfortunately it is not so in real-
ity. In reality the development is such that we have to act entire-

- ly differently. Imperialism is a superstiructure on capitalism.

#* Lenin, Collected

Works, Vol. XXIV, “Report on the Party Program,” p. 131,
Russian ed. .
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. .. We have the old capitalism which, in°a number of ﬁel-dls,(

has grown up into imperialism.” *

The. erroneous theory of “pure” imperialism, defended by
Bukharin when he was one of the leaders of tl.le group of so~calle(:_
“Left Communists,” served as the direct basis for the theory o

i ized capitalism. ‘
Orglfi?ézgl(}esenl’z crisis of capitalism oleaﬂy exiposed thfe abs‘olutte unl
tenability of this theory. It is quite evident that this oppog ur.ui
fiction about organized capitalism, borro.wed fro‘r.n the ocial-
Democrals, has nothing whatever to do w1th' Marmsm.—Lenlnlsmil
Lenin repeatedly emphasized that mor'lopohes, growing qgt ?t
competition, do not eliminate it but ex1§t over and alon#k.?l ; it,
givin.g rise thereby to a special sharpening of all contradictions
and conflicts. Lenin has written:

“Imperialism aggravates and sharpens the contradictions of

capitalism, it intertwines monopoly with free (.:o_mpetit‘i»on, but
it cannot abolish exchange, the market, competition, crises, ete.

o ot . tali one
“Imperialism is capitalism passing away, not capitalism g

dying, not dead. Not pure monopoii_es, but rr{onopoli.es
alongside of competition, exchange, markets ar}ld'.crlsss;;thls,,
generally, is the most essential feature of imperialism.” ¥

That is why Lenin emphasized that

“It is this very combination of oontr‘adi‘otory.princ'lpl.'es, gf
competition and monopoly, that is the essence of 1mper.1ahs’§2.,*1:j
is this that leads to the final crash, the socialist revolution.

Imperialism is parasitic or decaying capitalism. Capital'ist mo(i
nopolies inevitably give rise to a tendency towards §tagnat10n an
decay. They tend to establish monopoly
The parasitism prices and maintain them at a ?Igl.’l lev;el.
and' decay of With free competition every capitalist tI‘lG-BS‘
capitalism to increase his profits by cutting down his
outlay on production, and in order to cut down his out}ay .all
kinds of technical improvements are introduced. Monopolies, in-

# Ibid. . 133-34. . . . N
**Illj_,lgn,ixfp(}ollected Works, Vol. XX, Book I, p. 331, International Publishers,

New York, 1929.
w4 Ibid,

15*
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asmuch as.they can maintain high monopoly prices, are not in-
terested in the introduction of technical innovations. On the con-
trary, they frequenily fear technical inventions more than any-
thing else, since they threaten to undermine their monopolist hold
of production or to make their tremendous capital investments
valueless. Monopolies thus frequently delay technical progress
artificially, The epoch of imperialism knows countless such
instances. ’ i :
In his work on imperialism Lenin cites the example of the
Owens bottling machine which was invented before the war in
the U.S.A. A German cartel bought the Owens patents and held
up their utilization. The post-war period knows a number of such
instances. Not so long ago an electric lamp that cannot burn out
was invented, an “everlasting lamp.” This invention has not been
put on the market to this day because it would curtail the sale
of lamps by the electrical equipment monopoly trusts. The Swed-
ish Kreuger Match Trust that had its tentacles over practically
the entire world and worked with the help of American banks
was not a little disturbed by the invention of an “everlasting”
match by a certain Viennese chemist. The method of obtaining
oil from coal, discovered by Professor Bergius of Germany, has
been bought out by the American oil trust which is holding up
its application. The American railroads are not being electrified
only because it would be disadvantageous to the monopolists.

Nevertheless, it must be borne in mind that the tendency to
increase profits by means of technical improvements persists to
a certain extent. That is why the biggest trusts establish excellent
laboratories and scientific research institutes where thousands of
engineers, chemists and physicists work. Because of monopolies,
however, only a small part of the discoveries are applied. Under
certain conditions now one, now the other tendency comes to
the surface, now the tendency towards stagnation, now the ten-
dency towards technical improvement,

Trotskyism distinguishes itself by a total lack of comprehension
of the real character of the contradictions of imperialism as a
parasitic and decaying system. Trotskyism does not perceive the
struggle of two tendencies that is in effect under imperialism: the
tendency to ‘develop the productive forces on the one hand, and
the tendency to retard technical progress on the other. It is this

.
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struggle, the continuous conflict of these te'nd'erlxcies, that glvets rl(s)g
to the sharpening of contradictions w\hx‘ohus character.l? :13 o
imperialism. Trotskyism tries to make tl_nngs appear as 1  }'el
is absolute stagnation of technical development undg‘ 1mpe11'a'.
ism, a complete “bottling up” of the deveilopment'of productn‘re
forces. Such a viewpoint leads directly to .t'he tl‘a-l"[OI‘OllS thv(‘amy
of the “automatic collapse of capitalisrp,” with which we bec(n'nle
acquainted above. This position is also inseparably connecied w1t;
the Trotskyist denial of the Leninist law of uneven development
unflif;lre11;;‘;1;3&1(3312}131‘21&“ of the bourg;eo'isie is manif_es’c‘edl1 \v.ltlj
particular clarity in the epoch of imperialism. The OYerWIlfet?iI}]lg
majority of the bourgeoisie has ab'solutely 1no co.nnvgctlon wi ]lg
process of production. The majority of 'the. capitalists are pegpm
who live by “clipping coupons.” The capitalists have !bef:(.)me o}:\_r 1
ers of shares, bonds, government loans and other securwltilesdvx; 1c1 h
bring them an income. Enterprises are managed 'by hlre.  tec 1
nical forces. The bourgeoisie and its numerous toadies (pohtmman-gi
the bourgeois intelligentsia, the clergy, etc..) consume f’che Ptl'()]-»
ducts of the arduous labour of millions of l'lsll‘ed. slave.s o caSp1 iln
Entire countries (like Switzerland) or whole, I:eglons (in the dm; ¥
of France, Italy, partly England) are turned into playgrqlln. S .01'
the international bourgeoisie where they come to spend their un-
incomes on mad luxury. . ’
ear’i‘lﬁg 1epoch of imperialism brings with it a great declulze of
capitalist civilization. Venalily grows a.nd penetrates 2.111 Sp 1erizs.
of politics, public life, art, etc. The biggest mono-p»ohe-s opeil:y
maintain in their pay definite groups of representatives in par 1;1[\~
ment, high government officials, etc. 'I.‘he heebads' of governmen S¢
are most closely connected with the hlgges‘jc banks, corporlatl»or}s
and trusts. Millions in “presents” to the higher g»overnmen.t of-
ficials make it possible for the bank§ and tI.'ust.s t.O do_a-nyt}}inlg
they please in the country. The press is the l'nrehn.g of big capital.
The oldest and most “meritorious” bourgeois Pewspapers changev
their political physiognomy at once upon ..gomg over to a nebw
owner. An enormous number of yellow journals prove to be

owned by the same businessmen. Thus in Germany after the war‘v
the great majority of yellow journals and even a greal many

“serious” newspapers were owned by the big capitalist, Stinnes,
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who had grown rich during and particularly after the war, by the
most unrestrained speculation. After the collapse of the Stinnes
concern that had owned coal and ore mines, ocean steamship lines
and cinemas, a large patt of his fortune in newspapers fell to an-
other big capitalist in heavy industry—Hugenberg (one of the
leaders of the German. bourgeoisie who did most towards the as-
cension to power of the bloody fascist dictatorship of Hitler).

Outright fraudulence, forgery, deceit and cheating become more
and more the customary means of rising for the big capitalists and
bourgeois politicians. These crimes are only rarely discovered—
in cases of fiascos, when loud scandals result, Thus, in 1932 the
scandal about Ivar Kreuger—the head of the Swedish match trust
and one of the most violent instigators of anti-Soviet intervention—
burst over the entire world. He committed suicide when on the
verge of bankruptey. After his suicide a whole chain of forgeries
and misrepresentations were revealed, by mieans of which he
wanted to save himself from the collapse that threatened him in
the circumstances of the crisis. The same year, 1932, marked a
tremendous scandal in France about the Ousiric Stock Company,
which proved to be the work of a few clever swindlers connected
with the most prominent government politicians and ’bankers. With
the help of all kinds of false promises this gang succeeded in
drawing tens of millions of francs out of the pockets of credulous
petty bourgeois. In 1933 in the U.S.A. much noise was occasioned
- by the discovery of a number of shady transactions by the biggest
capitalist of that country—Morgan.

In America there are several well organized bands of gangsters
which are particularly notorious and which even enjoy respect.
They have their own trusts which maintain the best of relations
with the police and the government.

In the foremost countries imperialism bribes the upper circles
of the working class. From the enormous incomes obtained from
the colonies, the super-profits squeezed out of the backward coun-
tries and at the expense of greater oppression and impoverishment
of the great mass of the proletariat, trustified capital raises the
wages and generally improves the conditions of a small, privileged
section of the workers. This bribed section of the proletariat be-
comes a bulwark of the bourgeois order. The Social-Democratic
Second Internutional also rests upon this upper stratum which

H
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¢urnishes the counter-revolutionary cadre§ ’fhat stab the s;truggl;:lllgi
working class in the back at the most crltl(:.al r{lomept. mpelrin
ism, however, can only bribe a very small minority .of the Wor» 4 tei
elass. This bribery is at the expense of fthe continually greg i
exploitation of the basic mass of the working cl:elss.. In the en ,en
leads to an even greater growth of class contradictions, to an ev
greater deepening of the chasm between the classes.

alism is a distinct historical stage of capita.lis.m.' T.hlS dis-
as we have seen, threefold: impema;h»sm is, first,
) monopoly capitalism; secon(.ily,j parasz.tw or
Imperialism—the  gecaying capitalism, and thirdly, moribund
epoch of the doom capitalism. This characterizatlo}'L of the
of capitalism epoch of imperialism, the epoch of ¥n0r.1‘opo}-
ies, as an epoch of parasitic, decaying, moribunfi .caplltlah-srrlrilsxlz
the dividing line separating I‘eVOl‘l.lthD?lI‘y MaIXlSIYI.l- CI}L o
from all kinds of distortions and falsifications of Mar:msm.f n the
epoch of imperialism all the fundamental contradictions tod f:ale)e
talism reach their final limits, are S'ha;rpen-e.d to the _uvhm.osb eigrm;
The most important of these, as Stalin points o;ut.m his book o
the foundations of Leninism, are three con{tra\dqctlons. -
These are: first, the antagonism between labour and cipi. ats.
Imperialism denotes the omnipotence of a handful of »caPlla Ls :
in the monopolies and banks. The oppression of the ﬁna‘gma fo.t Ee
archy is so great that the previous methods of s‘FrugF e 9 o
working class—labour unions of the .Olq "Eype, parliamen etlll};
parties—prove entirely inadequate. Imperialism, mcr-eiilgg I
ﬂnpoverishment of the working class to an -unprecedgn&u eg Oé
increasing the exploitation of the workers by a s«xpa, gr?u% o
monopolist and banker sharks, puts the problem_‘o‘f 'ne?,ul?(f, o
tionary methods of struggle before the work('a-rs in 1tt;; t.u .
imperialism brings the worker face to face Wlth revo 11.:10;‘1.{‘ .
Secondly, the antagonisms between the vc.mous. cliques o 1tn‘d
cial sharks and between imperialist powers 1n then: constant s ‘11u§-
gle to seize new territories, sources of raw m«gterlal a.nd mat (Lls
for sales and for the investment of capital.. TI}IS frenzied struggle
between the individual imperialist cliques inevitably leads todwar(s1
in which the biggest imperialist powers shed oceans of bloo1 ag
pile up mountains of corpses in the struggle to redivide the already

Imperi
tinctiveness s,
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divided world, in the struggle to grab new sources of enrichment

for a few billionaires; The struggle of the imperialists inevitably

leads to their mutual weakening, to the weakening of the capitalist

positions in general, and thus brings closer the day of the proletarian
revolution, makes this absolutely necessary in order to save society
from perishing altogether.

Thirdly, the antagonism between the small number of tlie SO~

called “civilized” nations and the enormous masses of the popula-
tion of the colonial and dependent countries. Hundreds of millions
of people waste away in the colonial and semi-colonial world under
the domination of imperialist robbers. ' '

“Imperialism means the most shameless exploitation and the
~most inhuman oppression of hundreds of millions of the popula-
“tion of vast colonies and dependent countries.” *

- Hunting super-profits, the imperialists build plants and factories
in the colonies and semi-colonial countries, build railroads there,
break up the old order of things, clear the way with fire and sword
for new capitalist relations. The growth of imperialist exploitation:
leads to the strengthening of the liberation movement in the
colonies and dependent countries, weakening the capitalist position:
throughout the world, undermining it at its roots, and leading to.
the transformation of these countries, as Stalin points out, “from:
reserves of imperialism into reserves of the proletarian revolution.””
The national liberation movement in the colonies becomes a threat
to imperialism, a support for the revolutionary proletariat.

The extreme sharpening of all the contradictions brings about
a situation in which imperialism becomes the eve of the socialist
revolution. Capitalist contradictions sharpen to such a degree that
the further maintenance of capitalist relations becomes an un-
bearable encumbrance to the further development of human so-
ciety. Capitalist relations hinder the further progress of produc-
tive forces; as a result of this, capitalism decays and begins to
fall to pieces while still alive. This tendency to decay does not
exclude the development of individual countries or individual
branches of industry even in a period of a general capitalist crisis.
Tremendous amounts of value are wasted unproductively under

* Stalin, Foundations of Leninism and Problems of Leninism, p. 12, Mos-
cow, 1934.
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imperialism; the capitalist class with all its toadies finally becomes
a most malignant parasitic cancer which presses more and more
unbearably on the tremendous masses of disinherited toilers.
Monopoly capitalism at the same .til_ne creates all ﬂie necessary
premises for the realization of socialism.

“The extremely high degree of development of vY(?rld’ capitail-
ism in general and the replacement of free competition :by' sta'te-
monopoly capitalism, the fact that the banks and .t}ie capltaiist
corporations are creating an apparatus .for ihe social regulation:
of the process of production and distribution of pi'O(iucts, the
rise in prices and increased oppression ‘o;f. th_e working c.lass by
the syndicates due to the growth of vcapitghst 1’1-’101.10];)01188, the
enslavement of the working class by the impemahsﬁstate(, the
gigantic handicaps imposed on the economic and pohtl;cal strugci:
gle of the proletariat, the horrors, calamities and r}iln. caused;
by the imperialist war—all make the collapse of c'apltahsm and:
the transition to a higher type of social economic system in-
evitable.” * v .
Imperialism inevitably leads to devasta’:cir'ig imp"eria.hst wars..

The World War of 1914-18 plunged the entire capitalist systen;,
into a general crisis, characterized by the i'ext.r-eme acute‘nfass.ail .
tensity of all the contradictions of i.mpe%ri.ahsm. The principles.
laid down by the Comintern on the questi(.)n of “ihe general crisis.
of capitalism, which means a period of 'diissoiuiion and collapse
of capitalism, are based directly on the Leninist theory of im-

-perialism and form an integral part of it, an inseparable link. .

The assertion of all kinds of Trotskyist contrabalidists, denying"
the principles laid down by the Comintern concerning the general
crisis of capitalism, signify their complete renegacy from Marx-

ism-Leninism, their complete brealk with the Leninist theory.

f i rialisin. . .
OfIIITrlilll))eeiiiI:Iimn is the epoch of the downfall anﬂd.destructlon. of
capitalism, the peripd of the victorious proletarian revolution..
Lenin more than once pointed out: '
“Imperialism is the highest stage of development of capital-
ism. Capital in the advanced countries has outgrown the boun-

* The Program and Rules of the Communist Party of the Soviet Union (Bol--
sheviks), p. 6, Moscow, 1932.
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daries of national states, and 1t has es.ta]'olishedi

- place of competition, thus creating .
. . > all the objective
for the achievement of socialisni 0 Jective

monopoly in
prerequisites

o I;jills)zvgrll(z'e Lenifl says that the epoch of imperialism is the epoch
: over-ripe capitalism which is on th its c
matured to the extent that it vi i e o aoapse,
: : must yield its place to socialis
”ané‘hde ep‘och. of 1mper1ff11ism is therefore the epoch of the collr;.se
; estruction of capitalism, the era of proletarian rev‘olu’[iolils.

CHAPTER X ' o
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* Lenin, Collected Work
‘N, ks, Vol. XIX, “
«f Nations to Self-Determination,” 47 B

REVIEW QUESTIONS
How does c?mpetition lead to the formation of monopolies?
Do monopolies eliminate competition? ‘
What is the source of the profits of the monopolists?

How does the role of in-
Py role of the banks change in ‘the epoch of im-

. What gives rise to the export of capital?
. What is the function of tariffs?

. What is the law of uneven development?
R Wh_at is there essentiall
, capitalism?

. How is the theory of organized capit

y traitorous in the theory of organized

theory of ultra-imperialism? s conneeted with the

How does the decay of capital

o ism manifest itself under im-

What are the five fundamental attributes of 'imperialism?

p. 37, Russian ed.

Socialist Revolution and the Right

The War and the General Crisis of Capitalism

The fundamental contradictions of the capitalist order reach
their highest development in the epoch of imperialism. On the
: one side—a handful of degenerate capitalist
Imperialism and the magnates; on the other—the tremendous
collapse of capitalism majority of disinherited humanity. Such is

the picture of capitalist society under the
domination of imperialism.

In the epoch of imperialism the decay and decline of the capital-
ist order takes place.  The existing order becomes an impediment
to further development. Human thought, science and engineering
vecord ever new victories over nature. Man subjects one after
another of its most terrible forces to his will. The fruit of these

_victories, however, is gathered by a handful of the elect. More

than that, capitalist relations narrow down the possibility of ap-
plying many of the most brilliant discoveries and inventions.
Mankind as a whole has become wealthy enough for everyone
to be provided with a good existence. What prevents this is again
capitalist relationships. Tremendous wealth is used not for the
benefit of the broad masses, but to their detriment. Devastating
wars, inevitable under imperialism, take many human victims,
destroy the fruit of the hard labour of many generations.
Socialism or destruction, socialism or inevitable degeneration—
that is how the question is put in the epoch of imperialism. The
world proletariat must carry out a task of the utmost importance—
they must tear mankind away from the clutches of imperialism.
In the struggle for the overthrow of the reign of imperialism the
proletariat finds many allies among the disinherited of the earth.
The toiling masses of the colonial countries, who feel on their
own backs the full “charm” of the imperialist regime, the ruined
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masses of the peasantry and the intermediate sections of toil-

ers, are the source of assistance for the proletariat in its struggle
for the overthrow of capitalism. Regardless of temporary defeats

in one couniry or another, the final victory of the proletariat is.

inevitable.

Thus imperialism brings class contradictions and the class.
struggle to an extreme acuteness. In this struggle the fate of the
capitalist system is decided. Hence the struggle is a very stubborn.
one. ) ‘

The unevenness of capitalist development, increased in the-
epoch of imperialism, creates different conditions for the victory
of the proletariat in the different countries. Naturally the pro-
letariat captures power and proceeds with the building of social-

ism first of all in those countries where and when conditions are
the most favourable. : o

“Enormous technical progress in general, and of the means.
of communication in particular, the colossal growth of capital
and banks have resulted in a ripening and over-ripening of
capitalism. It has outlived itself, has become a most reactionary
hindrance to human development. It has reduced itself to the
reign of an omnipotent handful of billionaires and millionaires,
inciting nations to mutual slaughter in order to decide whether
a German or an Anglo-French group of robbers are to get the-
imperialist plunder: power over the colonies, financial ‘spheres.
of influence’ or ‘administrative mandates,’ etc.

“During the war of 1914-18, tens of millions of men were
killed and maimed for this reason, and for this reason alone.
An understanding of this truth is spreading with uncontrollable:
force and speed among the masses of toilers in all lands—and:
this so much the more since the war has wrought unprece-
dented ruin everywhere, and everyone, including the ‘victorious”
nations, has to pay for the war in interest on debts.

“The collapse of capitalism is inevitable. The revolutionary
consciousness of the masses is growing. Thousands of indica-
tions speak of this.

“The capitalists, the bourgeoisie, may, under circumstances:
most favourable for themselves, delay the victory of socialism
in one or another individual country at the cost of the destruc-
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tion of additional hundreds of thousands of workers and peas-
ants. But save capitalism they cannot.”

The struggle between the imperialists for a r\erglivision 01}"1 Tﬁ
14-18. This war sho
: ought about the World War of 19 ' .
world brous the capitalist system to its very foundation
The imperialist and brought untold suffering t.o the masses
World War of the people. In all the warring couriii:les
sixty-two million men were called to arms. M(()ire th:an t(;)n ?:)Hl:;
i f wounded and maimed w -
were killed and the number o o N 0 re
i i ife reached twenty-four million. Treme
mained cripples for life reac y-fo N
per tries in the world was sens
wealth of the most prosperous countries .
' i i timated that the war cos
ly shot into the air. It has been es ' C YV
‘i(}alsrsez hundred billion dollars. In order to grasp this ﬁguj:e. it s;;ottilllti
' ir f all the warring countries
be noted that the entire wealth o AT s on the
d ix hundred billion dollars. The w
«eve of the war amounted to six .
, ing to half of what all the nation
thus swallowed a sum amounting i ‘ s
\o; Europe had been able to amass at the price of arduous, slave
ike labour for many generations.' . ; |
g i';he war wrought havoc with capitalist world ~(.3cori[oiny. ét br:l({)e;:
i d existed between cértain states. Som
-whatever connections had existe; .
the countries became completely isolated (Gerrriany). The sugpiy
.of imported raw material and food was curtailed. Tremendous
masses of the producing population, workers and peasants, were
,withdrawn from their occupations by the call tq arms. In somg
countries almost one-third of all the workers in indusiry anc
agriculture was under arms. It must not be for'gotten that the war
took the best producing sections of the populati.on—healihy youn%
men. Only old men, adolescents and women, whose labour was ¢
A . inferior g home, )
course much inferior, were left at | , .
Tremendous regions were devastated and 1:ed-uced to ashe‘sN in
the process of military actions. The fronts mb ‘tltie f:Nmid moa:;
i i al sections but often In
-were located not only in agricultura cf . n !
important industrial centres also. Ravaging ai'.tillery fire wg)e‘;i
iplants and factories off the face of the earth.Mines wer-e'ﬂ(z[o ed.
iEntire cities, industrial regions, were wiped out asf for instance,

‘ . N * i)
* Ibid., Vol XXIV, “Answers to the Questions of American Journalists,
p. 404, F:ussian ed.
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Northern France where the most important front of the World
"War—the Western Front—was located. ’ :
Finally, the most important feature of the economic ruim
wrought by the war was the transformation of the entire national
economy, changing the character of production at the dictates of
the needs of warfare. ,
With the advent of war the character of production changed!
radically. To the former three basic varieties of commodities—.
means of production, articles of consumption and articles of lux--
ury—a fourth was now added, occupying an ever more promin-
ent place: instruments of destruction and extermination—artillery,.
ammunition, bombers, submarines, rifles, tanks, poison gas, etc.
The expenses of the World War amounted to $300,000,000,000:
at a time when the entire wealth of the warring countries.
amounted to about $600,000,000,000. The annual national income-
of these countries amounted to $85,000,000,000. If we assume
that the national income of each country during the war was
reduced only one-third because of the tremendous withdrawal of
workers and thus amounted to approximately $57,000,000,000,
and if we further assume that the entire ‘non-military expenditure:
absorbed 55 per cent, we reach the conclusion that the current
national incomes could only cover war expenses to the amount of

$25,000,000,000 a year. For the four years of the war this makes.

$100,000,000,000. Consequently, the other $200,000,000,000 had to-
come from the fixed capital of the warring nations. It therefore
follows that the total wealth of these nations after the war no:
longer was $600,000,000,000 but only $400,000,000,000, i.e., one-
third less.

The war wrought untold havoc in the field of human labour
power.

In 1913 the population of Europe was 401,000,000 and with the:
normal growth of population, had there been no war, it should:
have been 424,500,000 in 1919. Actually it was only 389,000,000.
In other words, Europe lost 35,500,000 people, or 9 per cent
of its entire population. The influence of the war in the re-
duction of the European population was felt, first, in the direct
loss of people—on the front in batiles, and in the rear because
of epidemics; secondly, in the reduction of the birth rate since
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almost all the men were mobilized, and thirdly, in the incrggse»
in the death rate due to worse living conditions (hunger, priva--
tion, etc.). |

If we take into consideration that this enormous loss of pe.olple‘t
was primarily the very best labour power of the warring nations,.
then the picture of the destruction of the human apparatus of'
production will become clear. . '

To this should be added the fact that during the war, wide sec-
tions of highly skilled workers were replaced by others qf little:
¢kill. A decrease in the number of qualified workers employed:
thus took place, which brought great loss to the nations inv0¥ved.

The war brought untold torture to the broad masses of toilers..
The workers and peasants dressed in military uniforms were C‘fln-
non fodder at the front where death or unendurable suffering
awaited them. The workers who remained in the rear worked im
the factories to the point of exhaustion for starvation wages. Un(.ier'
conditions of a military dictatorship, any sign of dissatisfactlo.ns
on the part of the workers was suppressed in the mos.t unmerci-
ful and inhuman fashion. The workers at the rear lived un@e‘r'
constant threat of being shipped to the front where death or in-
jury awaited them. During the war the toiling masses were
doomed to starvation.

The war intensified to the extreme all the contradictiops of the -
capitalist system. The war widened the gulf between the workers.
and the capitalists. The war brought ruin to the broad *rn.as.‘sves of (
the peasantry. The war contributed towards the un‘dermln'uTgv of |
the position of the office employees and the petty bourgeoisie by
bringing about their impoverishment.

“ .. The war is imperialistic on both sides. . Both the
German and the Anglo-French bourgeoisie are waging vstar for"
the grabbing of foreign territory, for the strangulation of
small nations, for the financial supremacy over the world, for
the division and redistribution of colonies, for savin.g th'e_ totter-
ing capitalist regime by means of dec‘eiving.and disuniting the
workers in the various countries.” *

# Ibid., Vol. XX, Book I, p. 29.
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The war was an inevi
. nevitable result of the i ' '
oohe W s entire development.
perialism. The war showed that capitalism has ﬁnall)P b:(?;n?g

‘Consequences of the a hindrance to the further develo :
. elopment
‘World War and the human society. The war disclosre):d elvl:hﬁ

general crisis of enormous danger and me i

co e e nace capitali

‘capltallsm bears within itself for the further dels)-t' alism
mankind, iy of

The imperialis '
i e0 fmclgglr;:ll:: V\;orld War was the beginning of the general
‘October Revoluti . b'new page was turned in world history. The
In place of tsari OtnR lolse through the imperialist front in Rilssia
Soviet state aro N 0 ussia—the bulwark of darkest reaction—the
of Capifal ar;d lljg;:an?: —tslll}(iﬂ;o(:lfn?;e gl?be Wwas lorn from the power
Th . . lry where socialism is being bui

soc?a(l)igof:\lzo??omhon marked the beginning of thelsinligi?lz o
fwo cam s—t;l ion of the pro.letariat. It divided the worl
under corfstruclt(? CaIInp of capitalism and the camp of so
st structure. 1 n10111. t mgde the first gaping breach in the capital-
systems l‘adicallp ace of ‘the formerly universal capitalism, two

the Syst:am‘ f Y Opposed to each other, are now struggli,n

Since the Oct pﬁtahsm and the system of socialism. #

only existin SC ober Revolution capitalism has ceased to be the
system has Ero ocial order, ruling the earth.- Alongside it a new
* Union is tlfe fw ?1 up, & mew order—that of socialism. The Soviet
«epoch is the e :cﬁmlfand of the world proletariat. The p’res;entv

the epoch of ?1 ‘0 the_ downfall and destruction of ca itali
P of the prolelarian world revolution and the il'iLII)mpllstlz

tional
d into
cialism

socialism.

Th - ' '
chan :ed“':ﬁzlfelvz?r remade the map of the world. It radic
tries_bTh.e - ; ion of forces ‘among the different capitalist. coun-
the worls Lo harlan‘revolutl.on has trinmphed on one-sixth of
But . the e Oafs t;vrenched it f?om under the sway of capital
of capitalism ver he world, which has remained in the powel:
Tho s t-l’]oreoly Illllnpor’can’c c.hang»es have also -taken place
fhe ot thatug y }mdern'un-f:d the national economy of. all
Al o tpa'u ;1c1pated in it. The victorious countries—the
expenses omiae ried tq transfer the whole burden of the war
howover, 1o 0 e.var'lqulshed countries. Among the vanquished
A thé " possible to get something only from :G‘er' any
allies of the latter (Austria-Hungary, Turkey, andm];l:]y

L4
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e in a very deplorable state. Germany was the principal
untries. It had been competition with Ger-
ad brought the imperialist rulers of Great

ar. Hence the first business of the victors
possible

garia) wer
enemy of the Allied co
man imperialism that h
Britain and France to w
was to settle with Germany, to delete it from the list of
competitors, to safeguard themselves against its competition by
stopping or retarding its economic development for a long time
1o come. At the same time it was necessary to load the greater
part of the war expenses upon Germany. The peace treaty signed
in Versailles in 1919 provides a number of measures for pilfering
Germany. A number of regions were taken away from Germany,
France getting regions rich in coal and iron; Germany further had
to turn over its merchant fleet to the Allies; she had to renounce
her colonies and all the territories she owned beyond her own
borders. Finally—and: this is most important—tribute was imposed
on Germany in the form of payments which were to reimburse
the Allied countries for the destruction caused by the war (rep-
. These payments were set in Versailles at 132,000,000,000

arations)
the payments were extended

gold marks; according to the treaty
over a number of years.
The pillage of Germany by the robber,peace of Versailles re-

sulted in Germany finding itself, of all the countries involved in

the war, the most ravaged (with the exception of little Austria

+which American charity had fo save from actual starvation).

The war radically changed the relation of forces in the camp -

of the victors. The U.S.A. gained most by the war, as it took a
very insignificant part in the military action but profited tremen-
dously on all kinds of war supplies. The sun of British capital-
ism set as a result of the war. Great Britain lost its primacy on
the world market. It had to yield its place to its young compeliitor,
the U.S.A. The coniradictions between the U.S.A. and Great Bri-

tain are the pivot around which the imperialist contradictions of

the entire post-war period revolve.
America proved sufficiently power

advantages from the war in which its old competitors (

Great Britain and Germany) had cut one %nother’s throats.

" The warring countries could not themselves satisfy their grow-

quirements of endless mountains of coal, iron,. steel,

This tremendous demand came {o America,

ful. to extract tremendous
primarily,

ing war re
bread, oil and cloth.

16 Leontiev e
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At the same time the markets for manufactured goods in the
agricultural countries of South America, Asia, etc., were freed.
Before the war Great Britain, Germany and other European coun-
tries exported their goods to these markets. During the war there
could be no thought of export from these countries. All this re-
sulted in an unprecedented development of industry and agricul-
ture in the U.S.A. America became the richest country in the
world. The war shifted the centre of gravity of world capitalisni
from Eurcpe to America.

Before the war, industry had not occupied a predominant place
in the economy of the U.S.A. In 1905 the U.S.A. had exported
agricultural products amounting to $1,000,000,000 and industrial
products amounting to only $460,000,000. During the war

industry developed with unparalleled rapidity. In 1914 the in- .

dustries of the U.S.A. produced commodities to a total amount of
$24,246,000,000, in 1918 tle production already amounted to
$62,580,000,000. ’ : ' )

During the period of the war the production of textiles rose 40
per cent, of steel 40 per cent, of coal and copper 20 per cent, of
zinc 80 per cent, of o0il 45 per cent. From 1913 to 1918, the con-
struction of ocean-going steamships increased more than tenfold,
the production of automobiles doubled. For the period of the W31:
the U.S.A. was transformed into an industrial country exporting
manufactured goods. In 1919 the U.S.A. exported manufactured
goods amounting to $2,072,000,000 and only $1,408,000,000
worth of means of conswmption and raw. material.

However, agriculture in the U.S.A. also made progress during
the war. Between 1913 and 1918 the harvest increased 12 per cent
and the number of cattle even more.

The war made the U.S.A. the richest nation in the world. Before
j[hat Great Britain had been the wealthiest: it had played a lead-
ing role in the capitalist world, it had owned capital in all lands
1nc1uding America—all were in debt to Great Britain. British
currency—the pound sterling—was considered the most stable
currency in the world; it was almost impossible to conceive of the
dePrecia'tion of the British pound. The war changed all this: Great
Britain lost a great part of its wealth in the war and receded to
second place while the U.S.A. became monstrously wealthy.

From 1915 to 1920 U.S.A. export amounted o $18,000,000,000

i
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more than its import, in other words, it gave the warring nations
of Europe goods amounting to $18,000,000,000 more than the
goods it received from them. How was this tremendous sum
covered? What did the U.S.A. get for it?

First of all, enterprises in the U.S.A. which had previously be-
longed to European capitalists went over to American owners.
The considerable sum of - $3-5,000,000,000 went for this purpose.
Further, more than half the world’s gold reserve was concentrated
in' America; the warring countries had to give up their gold re-
serves to America for the great quantities of war supplies and
means of consumption which the U.S.A. supplied for their troops
and for their population. Finally the Allied debt to America
amounted to the enormous sum of $10,000,000,000. Great Britain,

in debt to the U.S.A. to the extent of £900,000,000 sterling, was

supposed to receive £1,600,000,000 sterling from its debtors. As
a result of the agreements reached between 1923 and 1927 on the
regulation of the war debts, the indebtedness of the former Allies
and other countries to the U.S.A. was set (with accumulated in-
terest) at £2,400,000,000 sterling. The debts of Great Britain’s old
allies were reduced to such an extent that their payments only
just balanced the British payments to the U.S.A.

As regards German reparations the sum originally set was
132,000,000,000 marks. The Dawes Plan adopted in 1924 left the
total sum of reparations open but obliged Germany to make an-
nual payments until 1929, amounting to 2,500,000,000 marks an-
nually. The Young Plan, superseding the Dawes Plan in 1929,
obliged Germany to pay an average annual sum of 1,900,000,000
marks for a period of 59 years. The Young Plan functioned {or
only a year and ten months. On July 1, 1931, the so-called Hoover
Moratorium went into effect, holding up all payments on repara-
tions and war debts for one year.

The amount of cash reparations payments by Germany for the
entire period amounted to £645,000,000 sterling.

German reparations and the inter-Allied debts inherited from

the World War constitute one of the sorest problems of the post-’

war capitalist system, one of the main points of contention and
strife in the camps @f the capitalist countries, one of the knots of

" sharpest contradictions. The U.S.A. occupies a position of non-

16*
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interference in the matter of reparations: this is, as it says, an
internal matter of the Europeans with which America has no.con-
cetn. But so much the more insistently does it demand payment
of the Allied debts to itself. .

The development of the economic crisis brought about a virtual
discontinuation of reparations payments as well as payments on
other debts. It is self-evident that such a non-payment of debts
sharpens the relations between the imperialists to an even greater
degree. '

The downfall of capitalism extends over an entire historical
epoch. This is the period of the revolutionary struggle of the inter-
national proletariat for its dictatorship, for
socialism. '

The years since the imperialist war fall
into three periods. The first post-war years
1918-21 were a period of the sharp disintegration of the entire
capitalist system and of fierce struggle between the proletariat and
the bourgeoisie, going over in a number of countries to open civil
warfare, As a result of the destruction caused by the war, the
tremendous losses in life and material values, the economic ruin
reached unparalleled proportions. All the contradictions of capi-
talism were brought to a point. The dissatisfaction of the masses,
who found themselves stranded in the same old misery, was
tremendous. The Central European countries flared in the fires of
civil war. A Soviet republic was set up in Hungary in 1919, last-
ing several months, and one in Bavaria held out several weeks.
In 1920-21 a deep economic crisis gripped the capitalist countrics
causing the contradictions to become even more acute.

Soviet Russia during these years was repelling the attacks
of the united forces of the Russian whiteguards and the inter-
national bourgeoisie. The Civil War ended in the victory and con-
solidation of the Soviet power, all attempts at intervention met
with defeat at the hands of the iron force of the invincible pro-
letarian revolution. The Communist International—the mﬂitary
§taff of the world revolution—was established. For the first time
in many capitalist countries, Communist Partjes arose, which un-
furled the flag of revolutionary socialism that had been stamped

Three periods of
the general crisis
of capitalism
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into the dust and steeped in blood by the ftraitors to socialism
from the Second International.

With the help of the traitorous Social-Democracy, the bour-
geoisie succeeded in repelling the attacks of the revolutionary pro-
letariat and breaking down its resistance in a number of countries.
In 1923 the German bourgeoisie succeeded in again inflicting de-
feat on the revolutionary proletariat in that country. The first
period thus ended, on the one hand, in the victory of Soviet power
in the U.S.S.R. and, on the other, in the temporary defeat of the
West European proletariat.

After inflicling defeat on the working class the West European
bourgeoisie took the offensive. Thus, the second period began—
the period of the gradual advent of partial stabilization in capital-
ist countries. A certain amount of “reconsfruction,” necessitated
by the havoc left by the World War, took place in the capitalist
camp. On the other hand, this period was a period of the rapid
reconstruction of the national economy of the U.S.S.R,, and of the
most vital successes of socialist construction.

Having repelled the attacks of the masses of workers, the bour-
geoisie proceeded to bind up the more gaping wounds left by the
World War. Their method of ‘curing these wounds was by trans-
ferring the entire burden of the heritage of the imperialist slaughter
onto the shoulders of the working class. At the cost of an un-
believable reduction in the standard of living the bourgeoisie

. achieved a temporary and partial stabilization of capitalism. In

a number of countries money circulation was re-stabilized after
it had been completely upset by the war and post-war chaos. The
bourgeoisie began to put capitalist rationalization methods into
effect. Rationalization under capitalism means an enormous in-
crease in the rate of exploitation of the workers. This is accom-
plished by the aid of technical innovations introduced by the ra-
tionalizers. Capitalist rationalization reduces the number of work-
ers employed while increasing their productivity. Part of the
workers are thrown out on the streets without the slightest hope
of ever getting employment again. Those workers who remain are
forced to work twice and three times as intensively, exhausting
their entire strength for the benefit of capital.

Partial stabilization of capitalism could only be temporary,
tottering, rotten. It could only succeed in deadening the effect of
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some of the contradictions of contemporary capitalism for a very
short time indeed, as it is absolutely unable to solve these contra-
dictions. On the contrary, these contradictions have made them-
selves felt more and more sharply from year to year,

The process of stabilization was characterized by an increase in
the unevenness of development of the various countries. Some
countries succeeded in getting on their feet after the ravages of
war more or less rapidly, while others lagged behind in this
respect. Currency was relatively stabilized in various countries
at different times. The temporary revival of the production ma-
chinery also began at different times in the various countries. Un-
evenness of development in the years of stabilization was one of
the sources of those contradictions which revealed themselves
very soon afterwards. , A

Together with the temporary stabilization of capitalism, the
reconstruction of the economy of the Soviet Union forged ahead
with giant strides; the deep wounds inflicted on the economy of
the country by the imperialist war and the civil war that followed
were healed in a comparatively short time, independently and
without recourse to any .outside aid. The consolidation and
growth of the power of the Soviet Union deepen the general crisis
of capitalism and render it more acute. _

The colonial countries, exploited by the imperialists, rise in a
struggle against their exploiters. The revolution in China, regard-
less of temporary setbacks, does not let the imperialists rest. The
revolutionary movement in India and other colonies of British
and French capital continues to grow. The contradictions between
the imperialist countries increase and become sharper. The trans-
ference of the world’s economic centre to America, the transforma-
tion of the U.S.A. into a world exploiter, greatly sharpens the
relations between the American and the European, primarily the
British, bourgeoisie. The contradictions between America and
Great Britain form the pivot around which the world imperialist
struggles revolve. As capitalist industry reaches pre-war dimen-
sions again in some countries (1927-28) the struggle for markets
becomes more intensified. :

The third period of the post-war general crisis of capitalism
arrives. This period is characterized by the sharpening of the

basic contradictions of contemporary capitalism. In 1927 as com-

pared with 1
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913, world economy produced: 0il-—300 per cent,
iron—102 per cent, steel—127 per cent, cotton——.125 per 1c532r18’[,
wheat—110 per cent, rye—95 per cent..The following year, 1920,
resulted in a further increase in production for many co_mmo.dmes..
Capitalism, about ten years after the v.var, e:cce.eded z.ts l)ze—wal
limits. Simultaneously, an exceptional increase in capitalist con-
tradictions resulted both within individual countries and betwe.e.n
them. The third period in the developr.nent of the ggneral crisis
.of capitalism is the period of the shattering of t.he partial Vand t‘em-
: ation of capitalism; under the circumstances of t.he
world economic crisis that began in 19.29 and shpok -tl'le enhlre
economy of the capitalist countries to 1}5 very foundat'lonfi, tli
end of capitalist stabilization finally arrives, as was pointe l(101.1
in the resolution of the Twelfth Plenum of the E.C.C.L, beld in
mmn of 1932, .
tll%:;igtzllist rationalization brings with it an unprecerder%tfadil.rl-
crease in .the exploitation of the working (’:13§s by the bf)m ge(?lsle.
Rationalization sharpens the class con’tl‘adlcthns 'to their EXTI eme
limits. Rationalization under conditions of capltahsn.l results in the
shutting down of a number of antiquated :enterprises and a re-
duction in the number of workers employed at .-t'he remaining
plants and factories. Chronic unemployment s-ets in. The condi-
tion of the working class becomes worse even in a number of the
ighly developed capitalist countries.
m?;hii:» f031,‘ instange, in Even the wealthiest capitalist country’,,
which the reformists point to as being almost “heaven on earth
—_the U.S.A—the following changes took-place betw.een 12.)19 and
1925. The number of workers employed in industry, in agrmulture
and on the railroads decreased 7 per cent; production 1ncreasefi
20 per cent; the productivity of labour increased 29 per cent. D}g-
ing these years, the number of workers employed in these fields
fell by almost 2,000,000 people. Part of these .-‘[01.1nd emp'loyment
in the sphere of trade and service, but the majority remained un-
Lmilglo(g’:g;lany there were no less than three million unemployed

porary stabiliz

at the beginning of 1929. During the later years of capitalist ra-

tionalization a constant reserve army grew, which, even at t.m.les
of industrial revival never fell below one to one and half million

people in number. Of these, from half a million to a million
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people were permanently unemployed and their condition hope-
less. These were real victims of capitalist rationalization, which:
had taken all their strength from them and then thrown them
out onto the street. :

The total number of unemployed, thrown out of employment
by rationalization in the foremost capitalist countries, amounted to
ten million people. Precisely the same number as that killed im
the World War! Like the victims of the war, these also are doomed
to death by capitalism; the only difference is that the capitalist
victims of “pcace” die slowly. '

The impoverishment of the working class proceeds apace withi .

the growth of technical improvement, throwing workers out of
employment and at the same time enormously increasing the
quantity of commodities produced. Together with the tremendous:
increase in the quantity of commodities produced, the internal
market coniracts, as it depends on the well-being of the broad
masses, The increase in production conflicts with the decreased.
consumption of the masses. The difficulties of selling increase, and.
compel the capitalists of the various countries to conduct a savage-
struggle for external markets.

In the third period the.contradiction between the development
of productive forces and the contraction of the markets becomes.
particularly acute. ‘The internal as well as the external contradic-
tions grow, rending the capitalist countries asunder under the con-
ditions of a general crisis of the capitalist system. The third pe-
riod brings with it devastating crises and the ever growing danger
of new imperialist wars.

At the same time, in the U.S.S.R. a transition takes place from

the restoration to the reconstruction period. The great Five-Year

Plan of reconstruction begins to be realized. The reconstructiom:
of national economy, the colossal growth of socialist industry,
the radical transformation of agriculture on the basis of collec-
tivization—all this marks the victorious progress of socialism on
the vast territory which covers one-sixth of the world. The third
period intensifies the struggle between two systems—that of mori-
bund capitalism and that of rapidly developing socialism. The
absolute hopelessness of the capitalist system and all the advan-
tages of socialism stand forth with particular clarity in this period:
when the enormous growth of socialism in the U.S.S.R. takes place:
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against the background of a crisis of.unprecedented fieptll Whlch
shook the capitalist countries to .t-hen: very foundat19ns. Eblers
During the years of partial S'tablllz?tlon the bourge»ms seri ‘er )
and Social-Democratic lackeys of capital made every effort to prove
that the capitalist system had completely healed the WO&ndS.l}’l-
flicted by the war and had definitely overcome the -post:wil_r cr:}sllst.
They asserted that capitalism was full of str_ength and vita 1_ty, 1_:}
it had a brilliant future before it. The Somal-Democr‘silts, in tlel.l‘
slavish catering to the bourgeoisie, asserte(‘l that a peu.(])ld Qf capli
talist prosperity and well-being had arrived, the millenium 0
organized capitalism which knows no Sl.lOCkS, wars or ctrlsetsl.lese
The opportunists within the Commum-s’f P'artles rvePea e ose
ravings of, the defenders of the bourgeoisie m a more conceale
form. The Right opportunists repeated t.he Socml-Der-nf)cratlc arfll:-
ments about organized capitalism. During th.e trar}sﬁlon from h i
second to the third period the Right oppqrtunlst§ 'trle.d to show tha
the third period is not the end of capitalist stablhzatl.on, buta pfré
iod of its further entrenchment. The Right opportunists supporte
the fiction of American prosperity, creat.ing thga theory of Amerl_czllln
“exceptionalism,” asserting that Amer1;ca was unaf‘fected by the
general crisis of capitalism. In the opinion of the Right opportun-

ists, the stabilization of capitalism was permanent and unshak- .

able. The Trotskyists, rather, at first tried. to deny ’f‘he si’g"niﬁcance
of capitalist stabilization, disposing of it with a few Left Pl}ras\esf,.
but soon they joined the chorus of those v.vhc.) sang t.h.e pr aises }(:
the permanence and steadfastness of caPltallst stablhzatlon.. The
Right opportunists and the Trotskyists did not want ’fo 2.1dm1t tl e
advent of the present world crisis even when .thfa man)rlty of the
bourgeois politicians were compelled to admit its existence.
Even at the time of partial stabilization the C.P.S.U. and .ﬂ.le
Comintern foresaw the inevitability of the advent of a 'new c1:15'1s.
They based themselves on the revolutiOI}ary: Mftrmst-Lenlmst
analysis of those inner contradictions whlch. 1_nev1tably d-evelop:
in modern capitalism. In his report to the F1ftee'nth Congrgss of
the C.P.S.U. in December 1927, Stalin emphasrzgd that frc.)ma
stabilization is born the growing crisis of capitalism.” He said:

“As early as the Fourteenth Congress it was stated in the
report that capitalism may return to pre-war level, may
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surpass the pre-war level, may rationalize its production, but
that this does not yet mean—does not mean by far—that be-
cause of this the stabilization of capitalism can become dur-
able, that capitalism can recover its pre-war -stability. On the
contrary, out of its very. stabilization, out of the fact that pro-
duction expands, that commerce develops, that technical pro-
gress and productive capacity increase, while the world market,
the limits of this market and the spheres of influence of indiv-
idual imperialist groups remain more or less stationary—out of
this the deepest and most acute crisis of world capitalism is
growing, pregnant with new wars and threatening the existence
of any stabilization. Out of partial stabilization an intensifica-
tion of the crisis of capitalism ensues, the growing crisis dis-
rupts stabilization—this is the dialectics of the development of
capitalism in the given historical period.”

Later developments showed the absolute correciness of this esti-
mate given by Stalin. Already at the end. of 1929 the “deepest and
most acute crisis of world capitalism” had set in. This crisis upset
all the fairy tales of the bourgeois and Social-Democratic apologists
of capitalism, all the opportunist theories. This crisis showed the
full correctness of the estimate of the third period which was given
by the C.P.S.U. and the Comintern. The present crisis, with its
development, brought abotit the advent of the end of the relative
stabilization &f capitalism, as was pointed out in the resolution
of the Twelfth Plenum of the E.C.C.1. of September 1932.

An unwonted sharpening of class contradictions takes place
under the conditions of the general crisis of capitalism. In the
new situation the bourgeoisie, feeling the
approach of its downfall, makes use of the
severest and cruellest methods of repression
against the working class. In a number of countries the bour-
geoisie, alter repelling the first attacks of the working class in the
very first years after the war, established fascist dictatorships
(e.g., Italy and Hungary). In Germany the bourgeoisie established
a-fascist dictatorship only after a number of intermediate steps,
in February 1933, when the Hitler government came into power.

The bourgeoisie finds it continually more difficult to maintain
itself in power by means of the more veitled forms of bourgeois

Tascism and
Social-Democracy
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dictatorship. It goes over to open fascist dictatorship. It represses

the labour movement by the bloodiest methods. It passes over to
open terror against the working class and its organizations.- All
this is clear evidence of the instability of capitalism, of the un-
certainty of the bourgeoisie concerning what the morrow will bring.

The fascist form of open dictatorship of the bourgeoisie is ex-
tremely characteristic of capitalism in the epoch of its decay and’
downfall. Fascism tries to create a bulwark for the bourgeoisie
against the working class. It appeals to the broad masses of the
petty hourgeoisie, the peasantry, office employees and clerks,
small businessmen, land the intelligentsia. It penetrates into the
more backwaid elements of the working class. It widely mobilizes
all the declassed elements. It conducts its frantic:defence of capi-
talism, at least at first, under the mask of anti-capitalist agitation.
The hazy demagogy against capitalism serves fascism as a decoy
to catch adherents from among the disinherited but politically
backward sections of the petty bourgeoisie.

,“The principal aim of fasecism is to destroy the revolutionary
labour vanguard, i.e., the Communist sections and leading units
of the proletariat. The combination of social demagogy, cor-
ruption and active White terror, in conjunction with extreme
imperialist aggression in the sphere of foreign politics, are the
characteristic features of fascism. In periods of z}cute crisis for
the bourgeoisie, fascism resorts to anti-capitalist phraseology,
but, after it has established itself at the helm of state, it casts
aside its anti-capitalist rattle and discloses itself as a terrorist
dictatorship of big capital.” *#

Under conditions of the general crisis of capitalism, Social-
Democracy completes its course of treachery. The roots of oppor-
runist degeneration had decply penetrated the parties of the Sec-
ond International even before the period of the war. The World
War clearly exposed the complete treachery of international
Social-Democracy to the interests of the working class. The social-
patriots and social-chauvinists in each country supported the
bourgeoisie of “their own fatherland” in its annexationist policies.
After the war, Social-Democracy was the force which played the

* Program of the Communist International, p. 19.
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biggest and leading role in suppressing the workers’ uprisings.
In all countries the Social-Democrats saved their “own” capital-
ism, not stopping at the vilest means of struggle against the revolu-
tionary vanguard of the working class. In this situation the bour-
geoisie is' continually passing over to fascist methods of dictator-
ship. To the Social-Democrats, as to the fascists, the most danger-
ous enemy is the revolutionary proletariat. When in power the
Social-Democrats employ the methods characteristic of fascism
more and more in their struggle against the revolutionary forces
of the proletariat. At the same time, Social-Democracy clears the
way for the fascist advent to power. This was most clearly seen
in Germany.

“The principal function of Social-Democracy at the preseni
time is to disrupt the essential militant unity of the proletariat
in its struggle against imperialism. In splitting and disrupting
the united front of the proletarian struggle against capital, So-
cial-Democracy serves as the mainstay of imperialism in the
working class.” *

Anxious to save the bankrupt capitalist system, the bourgeoisie
goes from one method of struggle against the revolutionary pro-
letariat to another. Now it rules by means of an open fascist dic-
tatorship, now it prefers to back Social-Democracy which has had
such tremendqus experience in duping and betraying the working
class.

“Fagcism is the militant organization of the bourgeoisie, re-
lying on the active support of Social-Democracy. Objectively,
Social-Democracy is a moderate wing of fascism. There is no
basis for the supposition that a militant organization of the
bourgeoisie could achieve decisive success in battles or in the
administration of the country without the active support of
Social- Democracy. There is Just as little foundation for the
idea that Social-Democracy could achieve decisive successes in
battles or in the administration of the country without the ac-
tive support of the militant organization of the bourgeoisie.
These organizations do not contradict but supplement each

“other. They are not antipodes but twins.” ** '

* Ibid,, p. 18. *
ok Stalm On the International Situdtion, pp. 6-7, Russian ed.
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REVIEW QUESTIONS

. What were the causes of the imperialist World War?

. What destruction did the World War cause?

_ Which country profited most from the war?

How did the relation of forces among the Powers change as

a result of the war?

. What is the general crisis of capitalism?
. What is the distinguishing feature of the first period of the

general crisis of capitalism?

. Why could the stabilization of capitalism only be temporary,

partial and shaky?
What are the distinguishing features of the third period?
What are the roles of fascism and Social- Democracy?

|



| CHAPTER XI
The Contemporary World Crisis of Capitalism
The present crisis which has shaken the capitalist world for =a
number of years is distinguished by its unprecedented force.

The economic crisis The present crisis developed ~amidst

amidst the the general crisis of capitalism that set
general crisis in with the imperialist war. It broke
of capitalism out in the period of the decline and

‘collapse of capitalism, in an era of
wars and proletarian revolutions.

This crisis is distinguished from all previous capitalist crises
by one extremely important circumstance. Side by side with the
capitalist system there now exists a land where socialism is being
built and is triumphing—the U.S.S.R. The world is now going
through a period of struggle and contest between two systems—
the system of moribund capitalism and the system of triumphant
socialism. A crisis of unwonted force is shaking the capitalist
countries while a vast amount of construction work and an al-
together extraordinary rise in socialist economy is taking place
in the U.S.S.R. The struggle of the two systems acutely sharpens
the crisis of capitalism. The existence of the U.S.S.R. is a constant
reminder of the inevitable doom of the capitalist system, The tri-
umphant construction of socialism in the U.S.5.R. shows the dis-
inherited and enslaved masses of toilers in the capitalist countries
the only road of escape from the reign of slavery and oppression,
poverty and ruin, '

“It means first of all, that the imperialist war and its after-
math have intensified the ‘decay of capitalism and destroyed its
equilibrium, that we are now living in the epoch of wars and
revolutions; that capitalism no longer represents the sole and
all-embracing system of world economy; that side by side with
the capitalist system of economy there exists the socialist sys-
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tem, which is growing, which is flourishing, which is resisting
the capitalist system and which, by the mere fact of its exist-
ence, is demonstrating the rotlenness of capitalism and shaking
its foundations.” *

The world crisis began almost simultaneously in the autumn
of 1929 in two opposite places: in the backward countries of East-
ern and Southern Europe (Poland, Rumania) and in the foremost,
most powerful country of contemporary capitalism—the U.S.A.
From these centres the crisis spread over the entire capitalist world.

The crisis hit the most powerful and foremost country of mod-
ern capitalism—the United States of America—with the greatest
force. For several years all the lackeys of the bourgeoisie, all its
learned- hirelings and toadies from the Social-Democratic camp
glorified American “‘prosperity” and assured the world that there
could be no end or limit to this prosperity. The crisis unmercifully
exposed and refuted these traitorous arguments.

The present crisis came as the first post-war world economic
crisis. It developed unevenly in the various countries: some coun-
tries experienced the crisis sooner, some later. The crisis hit various
countries with various degrees of force. Nevertheless, it embraced
the entire capitalist world and there is not a single capitalist coun-
try which it has spared. Thus, regardless of the unevenness with
which it affected the various countries, the present crisis caught
all the capitalist countries in its iron embrace. '

In previous epochs, before capitalism had begun to decline,
crises appeared after comparatively long periods of prosperity
and a rise and growth of the national economy of capitalist coun-
tries. The present crisis, in this respect, differs radically from all
previous, “usual” crises. The present crisis was preceded by only
temporary flares of revival in various countries.

These “booms” appeared in various countries at various times
and were very short-lived. In Germany the year 1927 was one of
revival. But 1928 already showed a decline. In Poland there was
a certain revival in 1927-28; in Japan, in 1928 and the beginning
of 1929. On the other hand in such countries as England, Aus-
tralia, and Brazil there was no revival whatsoever before the

* Stalin, Leninism, Vol 1I, “Political Report to the Sixteenth Congress.”
p. 254.
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crisis. In the economy of these countries the pre-crisis period was
one of great stagnation.

Describing the condition of the capitalist world during recent
years in his report to the Seventeenth Congress of the Communist
Party of the U.S.S.R,, Comrade Stalin said:

“In the economic sphere these years have been years of con-
tinuing world economic crisis. The crisis has affected not only

industry, but also agriculture as a whole. The crisis has not only -

raged in the sphere of production and trade, but has also swept
into the sphere of credit and the circulation of money, and has
overturned the established credit and currency relationships be-
tween countries. .
“Formerly, there were disputes here and there as to whether
there was a world economic crisis or not, but now nobody
argues about this because the existence of the crisis and its
devastating effects are only too obvious. Now the controversy

centres around another question, piz., is there a way out of the -

crisis or not? And if there is a way out, where is it to be
found?” *

Like all crises under the capitalist system, the contémporary
crisis is one of overproduction. More commodities have been
produced than the market can absorb.

A crisis of «1t means that more textiles, fuel, manu-.

overproduction factured articles, foodstuffs have been pro-

duced than can be bought for cash by the main consumer—the
mass of the people—whose income remains at a low level. And
as the purchasing capacity of the mass of the people in condi-
tions of capitalism remains at the lowest possible level, the
capitalists leave the ‘surplus’ commodities, textiles, grain, etc.,
in store, or even destroy them, in order to maintain high prices.
They reduce production, dismiss their workers, and the mass
" of the people are forced to suffer privations because too many
" commodities have been produced.” **

* Stalin, Report on the Work of the Central Commitiee of the C.P.S.U.

{Seventeenth Party Congress), p. 1.
xk Gtalin, Leninism, Vol. 1L’ “political Report to the Sixteenth Congress,”

p. 248.
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A crisis of overproduction means a lack of salés, the contrac-
tion of markets, the closing of factories and plants, a curtailment

«of production. Tremendous quantities of commodities cannot be

sold. This leads to an accumulation of reserves of all kinds. Tre-
mendous stores of raw material, industrial goods and agricultural

products are accumulated. These stores exert pressure on the

market. In order to maintain prices, a considerable part of these
stores of goods are destroyed by the capitalists. For this purpose
also, production is curtailed. By means of these measures the

«capitalists maintain the prices of some commodities at a compara-

tively high level for a short time, but the force of the crisis proves
stronger than all the measures they adopt. The curtailment of
sales, the contraction of markets, the accumulation of reserves

of commodities inevitably lead to a decline in prices. Under con-

temporary monopoly capitalism the more powerful monopoly cor-
‘porations do all in their power to maintain high prices on their
commodities. Hence, there is a great lack of uniformity in the
decline of prices. While the more powerful trusts and cartels
maintain fairly high prices on their commodities, prices of all
other commodities fall rapidly. ;

The lack of sales, the accumulation of reserves and the decline
in prices lead to a curtailment of production. The decline in pro-
duétion has a number of serious consequences. The army of un-
employed grows catastrophically. There is a progressive under-
‘employment of the working capacity of enterprises, As a result the
cost of production rises, while the sales prices of commodities sink.
“The weaker links of capitalist economy snap. Bankruptcies multi-
ply. A credit and financial crisis breaks out. -

"The capitalists throw millions of workers out onto the slireets.
"The unemployed are deprived of all means of subsistence or, al
best, receive a beggarly dole. Those who remain at work receive
greatly reduced wages. The earnings of the workers become con-
tinually smaller. But this only results in further lowering the pur-
chasing power of the masses of workers. At the same time the
agricultural crisis cuts down the incomes of the agricultural popu-
lation. The peasant masses are ruined. :

The contraction of the internal market compels the capitalists
to conduct a frantic struggle for foreign . markets. But foreign
markets mean either - other industrial capitalist countries,

‘17 Leontiev e
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or colonial and semi-colonial agrarian countries. The bourgeocisie
of every industrial country tries to fence in its-own market from.
the encroachments of foreign competition. With this end in view,
. high tariffs, outright embargoes on the import of certain com-
modities, etc., are introduced, and the markets of the celonial
and semi-colonial agrarian countries are ruined and drastically
contracted because of the devastating effects of the agrarian crisis:
and the growth of colonial oppression and exploitation. All this
leads to a catastrophic decline in foreign trade, to an extreme
sharpening of the struggle for markets, to an enormots growlh
of the coniradictions in the capitalist world.

There have been many crises in the history of capitalism, but
never before has there been a crisis of such depth and acuteness.
In scale, force and prolongation", in the ex-
The most onﬁound tent to which it has affected all phases of
and protracte capitalist economy, the present erisis far ex-
of all crises S .
ceeds all previous cCrises.

“The present economic crisis in capitalist countries differs
from all analogous crises, among other things, by the fact that
it is the longest and most protracted ecrisis, Formerly, erises
lasted one or two years, the present crisis, however, is now: in its
fifth year and from year to year has devastated the economy
of capitalist countries and has wasted the fat it accumulated i
previous years. It is not surprising that this crisis is the severest
of all crises.” *

All the basic indices evidence of this and characterize the
depth and acuteness of the crisis. According to the basic indices
showing the decline of production, the extent of unemployment
and wage reductions, the fall in prices of commodities, the decline
in foreign trade, the drop in stock market quotations, etc., the
present crisis far exceeds all the previous crises that have takem
place in the history of capitalism. '

The following table gives the index numbers of the present crisis
in comparison with previous ones, in percentages of decline:

# Gtalin, Report on the Work of the Central Committee of the C.P.SU.,
(Seventeenth Parly Congress), p. 9.
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Years of World Pro- Building World Stock Prices Decline
Crises duction of Industry Foreign ' in World
Pig Iron of the Trade U.S.A. France Prices of
U.S.A. Commodities
1873-74 ... 89 — ) 30 — 20.2
1883-85 . .. 10.0 o 4 29 — 20.4
1890-92 ... 6.5 — 1 — 21 —
1907-08 ... 230 20.0 7 37 5 0.8
1920-21 ... 435 11.0 — 41 25 21.0
1929-32 ... 668 85.2 60 75 50 47.0

The decline in production during the present crisis reached pro-
portions unequalled in the history of crises since the beginning of
the existence of capitalism. During previous crises a decline in
production amounting to 10-15 per cent was considered tremen-
dous. Tn the present crisis the curtailment in the production of the
capitalist world as a whole reached enormous proportions—a de-
cline of from one-third to two-fifths; and in certain of the most
important countries production declfned to half,

Such an unprecedented decline in production sets the capitalist
countries back considerably. :

Exceedingly significant are the figures for individual branches
of industry in capitalist countries. The following ‘table shows the
year in the past in whick production was equivalent to that of
1932 when the lowest point of the crisis was reached.

C~.ntry Coal Pig Iron Steel Consumption_
» of Cotton
USA. . ... ... 1906 1898 1905 1893
England . . . . .. 1900 1860 1897 1872
Germany . . . . . 1899 1891 1895 1889

Thus, the basic industries in capitalist countries have been
thrown back .twenty-five to forty years.

The unprecedented decline of production is intimately bound
up with colossal unemployment, In extent of unemploymenf the
present crisis has by far exceeded all previous crises. It is.suf-
ﬁcien’; to point out that in the crisis of 1921, when unemploymern!
reached what was then considered colossal proportions, the num-
ber of unemployed was about 10,000,000, whereas during the

17
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present crisis the number of unemployed in the most important

capitalist countries was 40-50,000,000 -people. ‘

. What are the causes for such a long and protracted character
of the crisis, for its unusual extent and acuteness? In his, repor!

to the Seventeenth Congress of the Communist Party of the

Soviet Union, Comrade Stalin thus analysed these causes:

“It is to be explained, first of all, by the fact that the in-
dustrial crisis affected every capitalist country without 'excep-
tion and made it difficult for some couniries to manoeuvre at
the expense of others. ‘ : S

“Secondly, it is to be explained by the fact that the industrial
crisis became interwoven with the agrarian crisis which affected
all the agrarian and semi-agrarian countries without exception,
and this could not but make the industrial crisis more com
plicated and profound. Co .

“Thirdly, it is to be explained by the fact that the agrarian
crisis became more acute il this period and affected all branches
of agriculture including cattle raising, degrading it to the level
of passing from machine labour to hand labour, to the substi-
tution -of the horse for the tractor, to the sharp decline, diminu-
tion in. the use of and sometimes to the complete abandonment
of artificial fertilizers, which caused the industrial crisis to be:
come still more protracted. : S, C

“Fourthly, it is to be explained by the fact that the monopolist
cartels which dominate industry strive to maintain the high prices
of goods, and this circumstance makes the crisis particularly
painful and hinders the absorption of stocks of commodities,

“Lastly, and what is most important, it is to be explained
by the fact that the industrial crisis broke out amidst the con-
ditions of the general crisis of capitalism, when capitalism no
longer has, nor can have, ecither in the home states or in the
colonial and dependent countries the strength and stability it
had before the war and the October Revolution, when industry
in the capitalist couniries is suffering from the heritage it re-
cefved from the imperialist war in the shape of the chronic
working of enterprises under capacity, and an army, of unem-
ployed numbering millions from which it is no longer able to
release itself. ’ ‘ '
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“Sueh are the circumstances which determine the extremely
protracted character of the present industrial crisis.” ®

The crisis of overproduction leads to a colossal decline in pro-
duction in all fields of economy. Beginning with the autumn of
1929 a stoppage and a curtailment of pro-
duction, hitherto unprecedented, has been
taking place in capitalist countries.

While there is a considerable increase of production in the
U.S.S.R. every year, the capitalist world, caught in the iron vice
of the crisis, curtails production to an unprecedented degree.

Here is a table, compiled on the basis of official data, showing
the trend of the volume of production in the U.S.S.R. and in
capitalist countries (given by Comrade Stalin in his report to the
Seventeenth Party Congress of the C.P.S.U. #¥): o

The decline
in production

VOLUME OF 'INDUSTRIAL PRODUCTION
(Percentage of 1929)

: ; : 1929 -~ 1930 1931 - - 19327 1938
USSR, .. ...... 100 1297 ~ 1619 1847 2016
USA. . .wou. o 100 80.7 68.1 53.8 64.9
England . . . ..... 100 924 = 838 838 861
Germany . .. ... - 100 883 717 - 598 . 668
France ... ..... 100 100.7°  89.2 69.1  77.4

. This table is very significant. Co :

It shows, first of all, that industrial production in the biggesl
capitalist countries suffered an extraordinary reduction, while in-
dustrial production in the Soviet Union more than doubled.

It shows, in the second place, that the lowest point of the de-
cline in industrial production in capitalist countries was reached
in 1932, when the volume of production diminished by fully one-
third. Only in 1933 did the industries of the capitalist countries
begin to pick up; production, however, even in 1933 was almost

one-fourth lower than in the pre-crisis year of 1929.

It shows, thirdly, that the crisis did not affect all countries with
equal force and. that its effects in various countries differ greaily.

" Ibid., pp. 9-10.
** Ibid., p. 12,

|
|
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It should be borne in mind, however, that the situations of the
various countries at the beginning of the crisis were also different.
From the table it might appear that England is in the most
favourable position. But this is really not so. If we compare the
present level of these countries with their pre-war level, this be-
comes quite evident. Here is a table showing this:

VOLUME OF INDUSTRIAL PRODUCTION
_ (Percentage of pre-war level)

. 1913 1929 1930 1931 1932 1933
USSR .. ... 100 1943 - 2521 3147 359.0 3919
USA. ... ... 100 170.2 1373 1159 914  110.2
England ... .. 100 99.1 91.5 83.0 82.5 85.2
Germany . . ... 100 113.0  99.8 81.0 67.6 75.4
France . ... .. 100  139.0 140.0 124.0 96.1  107.6

From this table it is plain that the industries of England and
Germany are below their pre-war level. The industries of the
U.S.A., which in 1929 had reached 170 per cent of its pre-war
volume of production, now exceed the pre-war level by only 10
per cent, At the same- time the industries of the Soviet Union have
increased practically fourfold compared with the pre-war output
of the industries of tsarist Russia.

The catastrophic decline of production in capitalist couniries
signifies an unprecedented waste of productive forces.

The production apparatus created by the sweat and blood of the
toiling masses is utilized to an extremely small degree."A consider-
able portion of the blast furnaces, open hearths, mines, machine-
building plants and textile mills is not utilized. Enterprises
equipped according to the last word in engineering stand idle. Tre-
mendous means invested in these enterprises are wasted; the
plants themselves go to pieces as they are not used or attended
to. The overwhelming majority of enterprises work at only part
capacity. The considerable under-employment of the working
capacity of enterprises is one of the clearest expressions of the
general crisis of the capitalist system. )

Thus, for instance, in the United States, the chronic utilization
of plants below capacity expressed itself in the fact that even up
to the beginning of the crisis in 1929 coal mines were worked only
to 68 per cent of their capacity, oil wells to 67 per cent, oil re-
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fineries to 76 per cent, iron smelters to 60-80 per cent, automobile
plants to not more than 50 per cent, machine-building plants to
55 per cent, textile mills to 72 per cent, and in some branches even
less—as in the polygraphic industry to 50 per cent, in the flour-
milling industry to 40 per cent and in the woollen mills to 36 per
cent. Thus the basic industries, even before the erisis, could not
utilize their enormous production capacity in full. The under-
employment of the working capacity of the enterprises increased
enormously as a result of the crisis and the decline in production.

Only 13 per cent of the equipment of steel mills and only 11
per cent of the machinery used in the manufacture of automobiles
were still in operation in the U.S.A. in October 1932, In Germany
the entire industry worked at 36 per cent of capacity in December
1932, in heavy-industry the percentage was even smaller.

In the United States 60 blast furnaces were reduced to scrap in
4 years. In 1931, 12 open-hearth steel furnaces with a total capa-
«city of 710,000 tons of steel and 13 rolling mills were torn down.
In Germany 23 blast furnaces and 38 open-hearth furnaces were
destroyed. :

In bourgeois newspapers one can find dozens of descripﬁons of
tremendous machinery “cemeteries” that have sprung up in all
«apitalist countries. Plants and warehouses with boarded up doors,
powerful cranes standing in dusty neglect, abandoned, railroad
‘branch lines overgrown with grass, whole fleets of - freight and
passenger steamships, forests of dead factory chimneys extend
for miles in the industrial regions of the richest capitalist countries.

The curtailment of production in industry and agriculture and
‘the reduction in transportation involve a reduction in the total
values produced annually in the capitalist
countries, This means that the national in-
come declines in capitalist countries.

But it is not only the national income
which declines in the capitalist countries
ainder the influence of the crisis. Factories that are standing idle
go to wrack and ruin. Houses that are not repaired become un-
inhabitable. Fields that lie uncultivated become over-run with
-weeds. For lack of use and care machinery rusts and becomes use-
dess. Tremendous quantities of goods that cannot be sold are de-

“The decline in the
national income and
reduction in the
national wealth
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stroyed in various ways. A wanton waste and destruction of Wealt‘}},.
accumulated by scores of years of persistent toil, take place im
most diverse forms, An extraordinary squandering of productive
forces, accumulated by the toil of many generations, ensues.

The sum total of values in any country—plants, factories,
buildings, machinery, equipment, manufactured goods and raw
material—is usually called the national wealth of that country.
It is self-evident that in capitalist countries this wealth is not al
all in the hands of the nation. On the contrary, under capitalismy
it is concentrated in the hands of a small group of exploiters and
parasites, just as the preponderating part of the national income
'in capitalist countries does not at all go to the nation’s masses but
to the minority of drones. ; veo

Here is a table showing the decline in the national wealth and
national income of the most important capitalist countries for the:
first two years of the crisis (in billions of dollars): '

National Wealth Natfonal Iﬁcéme-

Country : 1929 1931 1929 1931
USA. ... ...... 400 240 : 90.0 .. - 540
England . . . ... ... 115 69 19.0 - 114
Germany . . ..... 80 48 ibh - 93
France . ... .. .. 68 51 9.0 6.
Italy ... .. ... . 30 18 5.0 . 3.0

These figures, show that for two years of the crisis five of the
most important capitalist countries lost almost 40 per cent of their
national wealth ($267,000,000,000 out of $693,000,000,000 at the
beginning of the crisis). Their national income also fell from
$137,500,000,000 a year to $84,400,000,000 a year, that is, also
about 40 per cent. .

These figures give a universal picture of the unprecedented
devastation wrought by the crisis in the capitalist world. These
figures clearly illustrate the senselessness, the criminality of the
capitalist system which blindly destroys untold wealth while con-
demning tens and hundreds of millions of people to hunger and
death. ' _ . ‘

The present crisis has far exceeded previous crises in the extent
of the decline of the national income and the destruction of na-

@

- the working .class
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tional wealth. For comparison it is sufficient to point out that in
the 1901 crisis the national income of Germany fell 6 per cent;
the 1907 crisis reduced the national income of Germany 4 per cent,
and the national income of England 5 per cent,

The entire weight of the world crisis of capitalism fell on the
working class. The crisis brought about an unprecedented aggrava-
_ tion of the condiiions of the working class,
gll;elggig{tﬁ;? O%Hd an extraordinary increase in the unemploy-

ment and exploitation of the proletariat.

The universal crisis of capitalism which
started with the World War called forth a considerable increase
in unemployment. After the war, unemployment in the principal
capitalist countries reached enormous proportions. The industrial
reserve army, which formerly disappeared in times of prosperity,
has become a permanent army of unemployed since the war. The
size of this army of permanently unemployed was quite large evemn
before the beginning of the present crisis. Thus in England the
number of unemployed since 1920 has never been below a million.
Unemployment increased with the wave of capitalist rationaliza-
tion that spread in the years from 1925 to 1927. Because of the
increase in the intensity of labour the capitalists achieve “econ-
omies” in labour power. Hundreds of thousands of workers prove
“superfluous” for this reasomn. ‘

~In June 1927 the percentage of unemployed in England
amounted to 8.8 per cent and in February 1929 it was already
12.2 per cent; in Germany for the same period 6.3 per cent and
22.3 per cent or 2,622,000 were unemployed; in the U.S.A. in
1927 there were 2,100,000 unemployed, and at the end of 1928
and beginning of 1929 there were 3,400,000 unemployed.

The crisis which began in 1929 brought about a colossal in-
crease in unemployment. The curtailment of production threw
millions of workers out of employment. Under pressure of the
crisis a further intensification of labour was inaugurated and the
exploitation of those workers who remained at work was increased.

In the period of the present crisis unemployment reached pro-
portions never before experienced in the entire history of capital-
ism. According to the most conservative estimates the number of
unemployed in the major capitalist couniries was 45,000,000

L]
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people. If we take the families into consideration this con-
stitutes the entire population of a country like the U.S.A. To this
number must be added the tremendous number of workers who
are only employed part time, that is, who work one to two days a
week. Finally, these figures do not include the vast masses of
toilers in the colonial couptries whom the crisis deprived of their
last piece of bread. For tlie period of the crisis world unemploy-
ment increased four to five times, and in a number of countries
even more. ’

It must be kept in mind that the most important capitalist

countries have no really adequate or reliable statistics on unem-
ployment. Usually the statistical data greatly underestimate.

In a country like the U.S.A. there are no official data on un-
employment. But even bourgeois newspapers cannot hide the fact
that at the very lowest point of ihe crisis there were approximate-
ly 17,000,000 unemployed in the U.S.A. This amounts to about
half the working class in this richest of industrial countries. In
England there are some data on the number of unemployed from
the social insurance lists.- These lists show about 3,000,000 un-
employed. But during the years of the crisis several hundred thou-
sand workers were removed from the social insurance list. Hun-
dreds of thousands received no social insurance. In Germany the
official data on unemployment very much underestimate the
actual situation, particularly since the Hitler fascist regime came
into power; nevertheless, the number of unemployed there, even
according to official data, is not less than 5,000,000.

At the present time it is rare to find a worker’s family in a
capitalist country in which the head of the family or at least the
children or some member of the family is not unemployed. This

means that the meagre wage of the one who is working must feed

a greater number of mouths. It means that the one who is work-
ing cannot be sure of the morrow, cannot be at ease as to his
fate, since the threat of losing his job is always over him.
Capital conducts a desperate onslaught on the miserable dole
that is handed out to the unemployed in capitalist countries. On
the pretext of “gconomy”’ in government expenses the aid ren-
dered the unemployed is greatly reduced. ‘In such countries as

France and the U.S.A. there is no social insurance against un-
employment and the unemployed must die of starvation or apply

L
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to private charity. But even in those countries where unemploy-

ment insurance does exist there is a desperate attack on the unem-
ployment dole. In Germany and England the dole has been cut

 down considerably. In addition, part of the unemployed have been

deprived of the dole altogether.

Under the conditions of the crisis the bourgeoisie conducts an
attack against the standard of living of the working class. In all
countries the degree of exploitation of those workers who were
still employed increased .enormously. In a number of cases the
working day was lengthened. The intensity of labour grew. Those

. who were partially employed were paid exceedingly low wages.

Working conditions were aggravated in every way.

The bourgeoisie makes use of the crisis conditions for an organ-
ized attack on the wages of the workers. During the crisis a re-
duction in wages was effected in all capitalist countries, in every
branch of the national economy.

During the years of the crisis the amount of money paid out in
wages to the working class as a whole decreased considerably.

In the U.S.A. the amount paid out in wages in 1932 was only 33 ’

per cent of what it formerly was. The wages of the working class
in Germany fell off 26,000,000,000 marks for three years of the
crisis. During this same period the wages fund in the U.S.5.R., the
1and of socialism, increased from 8,000,000,000 to 30,000,000,000
rubles.

A certain German economist has investigated how the level of
the real wages of workers in the principal capitalist couniries
has changed in the past ten years. On the basis of his investigation

* he came to the following conclusion:

“If we compare the level of real wages at present with that of
previous decades we find the following: in Germany and the
U.S.A. the level of real wages is lower than it has ever been for
the last half century; in England real wages are at the same

level as they were at the end of the nineteenth and the begin-

ning of the twentieth centuries.”
Data from various countries prove this.

Ge.rmany. The level of real wages for the latest period has been
continually reduced. Thus, taking 1913-14 as 100, we get the

'
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following index npumbers (111 1928 the level of real wages as a
result of slow increases was 100, but the years following show a
continuous decline);

1925 .. o e e e 98
1928 . . . . . 100
1930 . . . . . oo 89
1931 . . . . e 79
1932 . . . . e 64

In 1933 there was a further reduction in the standard of living
of the German working class.

The conditions of the unemployed are even worse. Not to speak '

of the great number of unemployed who were altogether deprived
of government aid mainly for political reasons, the fascist adminis-
tlatlon has reduced the dole of all others.

England. The average wages of English workers were (ta_lqng
1895-1903 as 100) 98 in 1927, 97 in 1929, 94 in 1932. ‘

In the U.S.A. the wages of the working class as a whole, rising
from 1922, reached their highest point in 1929. Taking 1898- 1968
as 100, in 1929 they were 125. But at this point a sharp decline
began to pull the standard of living down to the level of years:
ago. In 1930 the index number fell to 105, in 1931 to 91, in 1932
to 71.

Unemployed raking about in garbage cans for something to eat
forming endless queues at the doors of charity soup kitchens—
this is a common picture in any capitalist city now. Tramping
the highways has become common in the U.S.A. Hordes of people,

in entire families, including their children and their whole miser- -

able houschold, can often be met on the highways roaming about
in a vain search for work. An investigation conducted by some
charity organization pointed out that in the U.S.A. over a million
and a half unemployed thus wander over the highways.

Hunger drives people to desperation. The number of suicides
all over the capitalist world is continually increasing. In Berlin
alone an average of sixty people daily commit suicide because of
starvation.

The so-called help for the unemployed becomes a ‘means of
compulsion to slavery, of forced hard labour. Forced labour for
the unemployed is very much in vogue now in many capitalist

THE CONTEMPORARY WORLD CRISIS OF CAPITALISM 269

countries. At the threat of being deprived of all assistance, the un-
employed are driven to so-called “public works” (these are mostly
either unskilled labour requirements of some big landlords or some
kind of military construction), concentrated in various camps and
settlements where prison discipline prevails. The pay for this work,
taken away from industrial or agricultural workers, is also prison
pay. The fascist government of Germany is hurriedly building
such forced labour camps for the unemployed youth. This example
is most tempting to the other capitalist countries which a few
years ago raised such a self-righteous hue and cry about “forced
labour” in the Soviet Union where labour has really became “a
mattu of honour, a matter of glory, a matter of valour and hero-
ism.’

The attacks of capital against the vital 1nte1ests of the workers
call forth resistance on the part of broad sections of the proletariat.
A wave of strikes sweeps over the capitalist countries. Under con-
ditions of the present crisis these strike struggles are distinguished
by a special pertinacity. They help the workers to under stand the
real situation. They show up clearly who is their friend and who
their enemy. Under the conditions of the crisis, strikes soon assume
the character of a challenge to the bourgeois order which crimin-
ally. condemns millions of people to hopeless misery.

The special acuteness and depth of this crisis are the result of
the fact that both industrial and agrarian countries, both industry
and agriculture in capitalist countries have
been affected by it. The present crisis has
sharpened and exposed all the fundamental
, contradictions of the capitalist system, in-
@:Iuding the contradiction between industry and agriculture.

Interweaving of the
industrial and
agricultural crises

“In the course of development of the economic crisis, the in-
dustrial crisis in the chief capitalist countries has not simply
coincided, but has become interwoven with the agricultural
crisis, in the agrarian countries, aggravating the difficulties and
predetermining the inevilability of a general decline in eco-
Jomic activity.” # .

* Stalin, Leninism, Vol. II, “Political Report to the Sixteenth Congress,”
p. 254. ‘
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The industrial crisis leads to an unprecedented growth' in un-
employment, to the extreme impoverishment of the toiling masses.
The poverty of the masses means a curtailment in the sales of
agricultural products. In addition to this the curtailment in produc-
tion also means a curtailment in the demand for agricultural raw

material: cotton, wool, etc. In its turn, the agricultural crisis, i "

ruining the masses of the peasantry, deprives them of the ability
to purchase industrial commodities, thus coniracting the sales
market for industry.

The agricultural crisis is a glaring instance of the inability
of capitalism to manage the modern development of productive
forces. Modern engineering makes it possible to use entirely new
methods of labour, opens up opportunities for mechanization
which means a colossal increase in productivity. The limits of cap-

- . A . .
italism are, however, too narrow for modern technical achieve- .

ments. Sharpening the contrast between city and village, capital-
ism dooms the village to stagnation and decline. Capitalist relation-
ships are a stumbling block to the further development of agricul-
ture. ' '

" The decline and stagnation of agriculture in capitalist countries
is revealed particularly glaringly when compared with the U.S.S.R.
While the area under cultivation in the Soviet Union increased
in only the one year of 1931 by about ten millicn hectares, the
area under cultivation for grain in all capitalist countries has
increased in the past twenty years by only thirty million hectares.
The World War evoked a profound crisis in the agriculture of
capitalist countries. The pauperization of the masses of the peas-
antry and the curtailment of production in a number of countries
were results of this crisis. The present crisis, in which the indus-
trial and agricultural crises are interwoven, is fatal to the existence
of tens of millions of farmers. : '

Giving rise to an unprecedented impoverishment of the prole-
tariat and the toiling masses in general, the crisis drastically cuts
down the demand for agricultural products and contracts the sales
market for these products to its smallest possible limits. This ex-
treme contraction of the market results in the accumulation of
tremendous. reserves of agricultural products and a catastrophic
decline in prices. The accumulation of reserves, the decrease in
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sales and the decline in prices in their turn bring about a restric-
tion of production in agriculture.
Warehouses and grain elevators in capitalist countries are filled

with reserves of agricultural products. The leaders of the bour-

geoisie see only one way of getting rid of this abundance—to burn,
allow to rot, throw into the sea and destroy these reserves, but
mainly to reduce the area under cultivation in order to compel
agriculture to produce less. Mountains of wheat and maize were
allowed to rot or were burned, rivers of milk were poured out,
in Getmany grain was treated with a special chemical which made
it unfit for human consumption, so that it could be fed only to
cattle. .

Prices of agricultural commodities have fallen sharply during
the crisis. For instance, the wholesale price of wheat on the world
market declined 70 per cent, cotton, sugar, coffee and wool be-
came half price. It would seem that the city consumers, the masses
of the population, should gain by this. In practice, however, this is
not so. Before the commodity reaches the ultipate consumer it
passes through the hands of dozens of middlemen, wholesalers,
who are united into big monopolies that do not let the retail prices
drop. Retail prices in most capitalist countries did not decline much
during the years of the crisis and in some countries they even rose-
(Germany, for instance). But the farmer, the mass of the foiling
peasantry, has to deal with the wholesaler and sell his products at
extremely low prices which often do not cover his expenses on
seed and equipment, not to speak of the labour he has expended.

The farmer has to pay taxes to the government, rent to the
landlord, interest on bank loans, just as before and even in greater
aumounts, The payments in interest on loans and taxes take the
lion’s share of what the poor and middle farmer realize on the
market. The farm and all the farmer’s household goods are sold at
auction for debts and taxes. Hundreds and thousands of farms
have thus been, lost by the poor and middle farmers not only in
Europe but also in the U.S.A., the land to which the capitalists
have always pointed as the paragon of the well-doing and thriving
of agriculture under capitalism. Such unprecedented ruin gives
rise to a growing resistance on the part of the toiling farmers
against the pressure of capital, landlord and bank. The farmers
strive to unite, organize against the sale of their goods at auction,
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refusing to buy the property. There have been cases in America
-where the farmers of a district have gathered in an organized fash-
ion at auction sales of ruined farmers and kept the bid down
1o one dollar for the entire property. In this way, the represen-
tatives of the banks were compelled to call off the auction and
prolong the term of debi payments.

Abandoning their farms the ruined peasants swell the armies of
beggars that crowd the highways. The conditions of the hired
farm hands in capitalist countries are even worse. In both Europe
and America it has become a common thing for landlords and rich
exploiting farmers who hire farm hands to refuse to pay in money
for the labour power. For a handful of grain, a peck of half-
Totten potatoes they can get an unemployed worker from the city
to do the same work. The bourgeois scribblers shout about re-
turning to the land. Special societies are formed for the organiza-
tion of so-called “settlements” for the unemployed. But this only
means that there is an increase in the number of petty farms
‘which without équipment can hardly raise enough to feed the
‘workers who spend their hopeless days and nights in working on
‘them. The crisis of capitalist agriculture clearly shows the hope-
lessness of the situation of small-scale production under capital-
ism. _

The poor and middle farmers suffer most from the blows of the
agrarian- crisis, The crisis leads to the im_'povverishment of the
broad masses of farmers. The crisis speeds up the differentiation
.among the farmers, the transition of many of them into the ranks
-of the proletariat, The burdens which the peasantry have to bear
in capitalist countries under the influence of the crisis are especial-
ly unbearable. Taxes, rent, interest on debts and all other
charges—all this presses mosl heavily on the great masses of the
peasantry under conditions of the crisis.

" The agrarian crisis causes a curtailment in the production of agri-
cultural products. Bourgeois governients in a number of countries
frankly advise curtailinent of production declaring that this, in
itheir opinion, is the only way to alleviate the agrarian crisis. The
curtailment of production in agriculture, as in industry, involves
:a tremendous destruction of productive forces. Wheat and maize
fields stand bare and unsown, cotton, rubber and coffee planta-
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tions remain unattended or are altogether cleared. And this at a
time when millions of people are starving, have no roofs over their
heads and lack even the most necessary clothing.

The agrarian crisis and the ruin of the masses of the peasants
brought about a decline in agriculture. The sale of agricultural
machinery and artificial fertilizers has fallen off catastrophically.
In the foremost capitalist countries the use of tractors, sowers and
harvesters has been curtailed. The crisis brought about the de-
gradation and ruin of agriculture in the capitalist world.

One of the most important distinguishing characteristics of the
contemporary crisis is its development on the basis of monopoly
capitalism. :

“Present-day capitalism, as distinguished
_ from older capitalism, is monopolistic capi-
talism, and this inevitably gives rise to the struggle between
the capitalist combines to maintain high monopolist prices of
commodities in spite of overproduction. Obviously, this cir-
cumstance, which makes the crisis particularly painful and
ruinous for the mass of the people, who are the basic co%sumers
of commodities; cannot but lead to the dragging out of the crisis,
cannot but retard its dissipation.” *

The crisis and
meonopolies

For many years the lackeys of the bourgeoisie claimed that
the growth of monopolies indicates a transition to drganized
capitalism. The apologists of capital told fairy tales about crises
be-n?g things of the past for monopoly capitalism. The present
crisis revealed the absolute falsity of these inventions. Actually,
the monopolistic nature ‘of modern capitalism has led to an
gxtreme sharpening of the crisis, to its deepening and protrac-
tion. :

The lords of monopoly tried, first of all, to shift the entire bur-
den of the crisis onto the shoulders of the broad masses of con-
sumers, attempting to maintain inflated prices even under condi-
l¥0ns of overproduction. And actually, irrespective of overproduc-
fuon, prices on a bost of products of monopolized branches of
industry fell much more slowly than prices of commodities pro-
duced by other branches.

* Ibid., p. 254.
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Germany Austria - Poland
(1926 = 100) (1928-31 = 100) (1928 = 100)

Years Cartel Free Cartel Free Cartel Frec

Prices Prices Prices Prices Prices Prices
1928 . . . . .. 102.1  106.8 ' — — — =
1929 ... ., 105.0 . 974 99 100 107.7 93.6
1930 . . . .. 103.1 79.7 96 . 87 108.9 80.9
1931 ... ... 93.6 60.8 91 76 107.8 63.8
1932° ... ... 839 47.5 93 73 106.1 52.5
1933 ... .. 839 48.3 94 73 94.8 48.8

In a niumber -of cases the pressure of the icrisis nevertheless
proves stronger than monopolistic ties and then prices drop pre-
cipitately and the monopoly itself goes to pieces. This is particular-
ly true for the branches éngaged in the production of raw material.
The sharp decline in the demand for raw material and the ac-
cumulation of tremendous reserves compel the producers ulti-
mately to reduce prices considerably. In these fields the monopol-
ists proved unable to maintain prices at a high level.

All the contradictions inherent in the nature of monopoly capi-

talism g"reatly increase under the circumstances of the crisis. It
is perfectly clear that the trend of monopolies towards maintain-
ing high price levels leads to the sharpest kind of conflict between
a few monopolies, on the one hand, and the entire mass of the
consumeys of their products, on the other. This conflict becomes
more acute between the monopolized branches of industry and
those branches where monopoly is negligible. Further, the con-
flict between the monopolies themselves is sharpened tremendous-
ly. The contradictions that rend individual monopolies increase
sharply, the struggle within separate monopoly organizalions
grows keener. A number of monopolies cannot stand the blows
of the crisis and fall to pieces. ' ,
~ The following big monopoly combinations, for example, were
dissolved during the crisis:- the International Zinc Cartel, the
European Pig Iron Cartel, the International Tin Cartel. The Eu-
ropean Steel Cartel, under continual powerful pressure, was prac-
tically compelled fo sanction a return to free competition among
its members. In Germany the organization of the artificial silk
producers fell apart and the zinc cartel failed; in France the pig
iron syndicate was dissolved, etc. T I
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The governments of capilalist countries give the monopoly as-
soci{}tions powerful support. Monopolies which get into difficulties
receive all kinds of subsidies and other help from the government
treasury. Many hundreds of millions of marks, dollars and francs
have thus been transferred from the lean pockets of the tax-
payers to the coffers of private capitalists,

The monopolistic nature of modern capitalism leads to a pro-
traction of the crisis. In the epoch of free competition, the general
1"eductiml of prices, the failure of the weaker busineéss organiza-
tfons and the curtailment of production led to a gradual dissipa-
tion of the crisis and to a renewal of the cyclical movément of in-
dustry. With the prevalence of monopolies this method of the
natural dissipation of the crisis becomes very much more difficult.

The reign of monopolies leads to a sharpening of the crisis and
to its further deepening. ' '

The crisis of overproduction and the contraction of markets
lead to a decline in foreign trade. The present crisis exceeded
all previous crises in the history of capital-
ism with respect to the decline in foreign
trade. . . o S e

The following table, showing the.decline in. foreign. trade for
1929-31 as compared with that of previous crises, bears- eloqueént
witness to this. N

The decline in
foreign ‘ﬂ;l'ade

DECLINE IN FOREIGN TURNOVER

Crises

"Perc‘mtage
1878-1874 . . . . ... .5
1883-1884 . . .. . . .. R T 4
1900-1901 . . . . . . 1
1907-1908 . . . . .. ... ... R vi
1929-1932 . . . .. ... ... ... .65

The decline in world trade weakened ‘the economic ties with-
out which capitalist- economy cannot exist. Indiustrial countries
greatly reduced the amount of imports of raw material. Agrarian
countries reduced the import of manufactured articles, This led
to a still greater curtailment of both production and c‘onsu'mp'tion
by the broad masses of the workers. = . : '
18*
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The decline in world trade most forcibly affected the biggest
capitalist countries, which occupy a dominant position in the
world market, Here are the index numbers showing the reduction
in export and import of the most important capitalist countries.
(The figures for 1929 are taken as 100.)

DECLINE IN FOREIGN TRADE OF THE MOST
IMPORTANT IMPERIALIST COUNTRIES,

1930 1931 1932
Import Export Import Export Import Export
USA. ... .. 70 73 48 50 30.1 30.8
Germany . .. 77 90 50 73 34.7 42.6
England . . .. 86 78 72 53 57.6 50.1
France . . . . . 90 85 72 61 51.2 39.3
Italy . ... .. 80 79 51 66 38.7 45.6

Such a decline in foreign trade leads to an unprecedented sharp- -

ening of the struggle for markets. The competitive struggle be-
tween various countries assumes exiraordinarily acute forms. In
every country the capitalists try, first of all, to ensure the internal
market for themselves, not to admit any foreign competition. Un-
usually high tariffs are introduced. This unheard-of rise of pro-
tectionism in all capitalist countries results in a great increase in
- dumping. :

4

The monopolistic nature of modern capitalism has put its stamp‘

on the whole process of development. One of the consequences of
the monopolistic character of modern capi-
talism is a certain peculiarity in the develop-
ment of the credit crisis.

In previous crises the sphere of credit was
one of the first in which the crisis openly and stormily manifested
itself. Sales difficulties soon resulted in the crash of enterprises
which did not find it possible to sell their products; having no
money to meet their obligations they were compelled to declare
themselves bankrupt, i.e., unable to pay their debts. In pre-mono-
poly times the failures of enterprises were quickly followed by the
failure of the banks with which they were connected. At the same

:I‘he credit crisis,
inflation and the
struggle for markets

time, the bankruptcy of these enterprises led to a curtailment of

production, eliminating the weaker enterprises from the market,
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which was thus left to the stronger and more adaptable ones. In
this way, the crisis strengthened the position of some groups.of
big capital even more, by destroying the small and part of the
medium-sized enterprises.

The monopolistic character of modern capitalism led to a situa-
tion where the credit crisis openly broke out only in 1931, after
the crisis had already deeply affected the entire economic life of
capitalist countries,

From the very beginning of the crisis, the monopolies reigning
in modern capitalism began to shift the losses caused by the erisis
onto the shoulders of the non-monopolized fields where enter-
prises of medium magnitude predominated. At the same time the
monopolies had to restrict production drastically in order to main-
tain a high level of prices on a rapidly falling market. The re-
striction of production inevitably led to a fall in profits, to losses
and tremendous changes in the distribution of profits among the
various groups of capitalists.

The crisis led to an unprecedented number of bankrupicies of
all kinds of enterprises.

NUMBER OF BANKRUPTGIES

1929 1930 - 1931 1932 1933
USA. ... ... 22,909 29,3556 29,288 31,882 17,732
England .. .. 5,900 6,287 - 6,818 7,321 4,927
Germany . . . . . 9,846 15,486 19,254 13,966 3,718
France . . . . .. 6,092 6,249 7,220 9,014 8,362
Poland . . . . .. 516 815 738 545 259

The credit crisis has been maturing for a long time. The fail-
ures of enterprises connected with banks, government budget dif-
ficulties, the decline in profits and the increase in losses, the fall
in the prices of stock—all this prepared the way for an explosion
of the credit crisis, which burst forth with extraordinary force
in 1931. Industrial failures caused by the decline in production
and prices, the impossibility of realizing products, the depreciation
of the stock in hand, etc., inevitably brought about the failure of
credit institutions. Bank failures, in their turn, created difficulties
for industry and resulted in new industrial bankruptcies.

The credit crisis first developed in Germany and Austria. As
early as in the spring of 1931 the biggest bank in Austria, which

POy
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had control of 75-80 per cent of all the indusiries of the country,
crashed. This was followed by a number of bankrupicies of the
largest industrial enterprises in Germany. In June 1931 the third
biggest bank in Germany (the Darmstadt and National Bank) and
another big bank—the Dresden Bank—failed. From Central Eu-
rope the wave of the credit crisis engulfed England, ‘resulting in
a credit crisis in France, America and other capitalist countries.

Under the blows of the crisis a number of the biggest enter-
prises, constituting the “pride and glory” of world monopoly capi-
tal, failed during the second half of 1931 and in 1932. The Swed-
ish Kreuger Match Trust crashed. Working on American capital,
Kreuger wanted to seize the match monopoly of all countries. He
led a frantic campaign against the Soviet Union: the export  of
matches from the Soviet Union was an unwelcome obstacle ‘to
him. Kreuger shot himself on the eve of his bankruptcy. After his
death it appeared that in the last years he had held himself afloat
by a number of forgeries and swindles by means of which he de-
layed the moment of his failure. It was also revealed that very
high state officials of a number of countries.had-been in his pay.
Many Social-Democratic» leaders were supported by him.

One of the biggest American business men—Insull—also proved
to be an outright swindler.»In the spring of 1932 the corporation
which he headed and which owns electric power stations, gas
plants and water supplies in’sixty cities, having a capital of half
a billion dollars, crashed,

¢

- . . the crisis has not been resiricted to the sphere of pro-
duction and trade, but has also affected the credit system, cur-

"'rency, the sphere of debt obligations, etc., and this has broken
down the traditionally established relations both between sep-
arate countries and between social groups in the separate coun-
tries. -

“An important role in this was played by the drop in the
prices of commodities, Notwithstanding the resistance of the
monopolist cartels, the drop in prices increased with elemental
force, and the drop in prices occurred primarily and mostly in
regard to the commodities of the unorganized commodity own:
ers, viz., peasants, artisans, small capitalists; the drop was
-gradual and smaller in degree in regard to the prices ‘of com-
modities offered by the organized commodity owners, viz., the
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capitalists united in cartels. The drop in prices made the posi-
tion of debtors (manufacturers, artisans, peasants, ete.) intoler-
~ able while on the other hand it placed the creditors in an un-
precedently privileged position. Such a situation had to lead and
really did lead to the colossal bankruptcy of firms and separate
entrepreneurs. During the past three years tens of thousands of
joint stock companies were ruined in this way in the United
States, in Germany, in England and in France. The bankruptcy
of joint stock companies was followed by the depreciation of the
currency, which to some extent eased the position of the debtors.
Depreciation of currency was followed by the legalized non-
payment of debts, both foreign and internal.” * 7
The development of the crisis led to the broadest inflation, that
is, depreciation of currency. The drop in prices results in great
difficulties for the debtor: a debt of the same amount payable when
prices have declined costs him a considerably greater quantity of
commodities than when he coniracted the debt. The drop in prices
adds additional burdens to the shoulders of debtor entrepreneurs
and makes the ﬁositions of entire countries that are considerably
in debt much worse. What is the way out of this difficulty? The
capitalists and their governments seek a way out in two direc-
tions: by moratoriums, a stoppage of payment on debts, and by
inflation. With the development of the crisis capitalist countries
one after another stopped their debt payments. But that
was not sufficient. They also adopted the course of inflation. At
first the weaker countries introduced this measure. Then in the
autumn of 1931, England took up the course of inflating its cur-
1“en'cy; the British government stopped changing its paper money
into gold, and the pound sterling began to fall in value. The de-
preciation of currency eases the position of the debtor—he can
now repay his debt with depreciated, that is, cheaper, money. But
inflation is also of tremendous importance in the struggle for for-
eign markets. ‘
Depreciation of its money gives the capitalist country an ad-
vantage over other countries on the world market. The reason
for this is that its commodities cost less on a gold basis. The price

* Stalin, Report on the Work of the Central Committee of the C.}P.S.U.
(Seventeenth Parly Congress), pp: 10-11; -
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in paper money may even rise, but if this money is exchanged
{or gold the commodities of the country with an inflated currency
will prove to be cheaper than the comimodities of the countries
which have remained on the gold standard. And with a low price
it is easier to overcome competition on the world market. Those
countries whose commodities are still priced in the old money,
which is based on the gold standard, are at a disadvantage. Thus
we see that another of the biggest capitalist countries in the world,
the U.S.A., the richest country of all, also inflated its currency, in
March 1933. The American dollar and the English pound sterling

were considered the most stable currencies in the enlire capitalist

world. They were looked up to, the business men of all capitalist
countries firmly believed in their stability, they were valued on
a par with gold, the accumulations of other, less wealthy coun-
tries were converted into these currencies. And these two strong-
holds gave way, pulling down with themselves the currencies of

other countries dependent on them. The third big country that

was enriched by the war, Japan, depreciated its money to almost
one-third of its former value in gold. With this wave of currency
inflation on the part of the more powerful .capilalist countries a
new wrangle arose, a new scramble among the capitalists. The
country with an inflated currency, since it can sell its commodities
cheaper on the world marketf, can beat its rivals. Thus in the
fight for markets, a new weapon came into use—inflation. And
with this weapon a currency war is being waged.

Towards the end of 1933 only four countries in the entire capi-
talist world had currencies based on the gold standard: France,
‘Belgium, Switzerland and Holland. All other countries had had re-
course to inflation.

“It goes without saying that these phenomena which shook
the foundations of the credit system had to bring in their train,
and did bring in their train the cessation of payments.on credits

-and foreign loans, the cessation of payments on inter-Allied
debts, the cessation of the export of capital, the further diminu-
tion of foreign trade, the further diminution of the export of

commodities, the intensification of the struggle for foreign -

markets, trade wars between countries and—dumping. Yes,
. comrades, dumping. I do not mean the alleged Soviet dumping,
about which only very recently certain noble depuiies in noble

I Y
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parliaments of Europe and America were shouting until they
were hoarse. I mean the real dumping that is now being prac-
tised by nearly all the ‘civilized’ states, and about which the
gallant and noble deputies maintain a prudent silence.” *

The data on the movement of industrial production in capital-
ist countries show that the point of greatest decline was reached
in 1932. The following year, 1933, industry
in the capitalist countries began to show a
slight upward trend. During the course of
1933 there were frequent fluctuations up and
down, nevertheless, industry did not drop to the low point it had
reached in the summer of 1932,

It would be incorrect to explain this phenomenon exclusively
by the policy of inflation and the feverish war preparations which
a number of governments of capitalist countries have adopted. In
some countries, Japan for instance, colossal orders for the war
industries have actually played a great role. Improvement in the
condition of industry is, however, to be observed in all countries,
including those which have a stable currency. It is consequently
evident that “side by side with the war-inflation boom the opera-
tion of internal economic forces of capitalism also has effect
here.” ## :

By means of the fierce intensification of the degree of exploita-
tion of the working class, by means of the ruin of the masses of
the farmers, by means of the robbery of the toiling masses of
colonial counfries, capitalism has succeeded in obtaining a slight
improvement in the condition of industry. The increased exploita-
tion, the heightened intensity of labour, the reduction in wages—

The present
depression and its
peculiarities

~all this makes it possible for a number of capitalists to continue

production even with a small demand and low prices of commod-
ities. Prices of raw materials and foodstuffs have declined at the
expense of the peasants and toilers in the colonies; this also means
lower costs of production for the capitalists. The crisis has de-
stroyed a tremendous part of the productive forces. The destruc-
tion of large quantities of goods has at last so reduced the re-

* Ibid., p. 11.
4+ Ibid., p. 14,

*
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serves that the ratio between supply and demand has in a num-
ber of cases become more favourable. The wiping out of weaker
enterprises has here and there cleared the market for the surviving
stronger ones.. ) . . . . B

Thus industry in the principal .capitalist countries has passed
its lowest point. From this low point industry has entered the
phase of depression, ’

... not an ordinary depression, but a depression of a spe-
cial kind which does not lead to a new boom and flourishing in
industry but which, on the other hand, does not force it back

1o the lowest point of decline.” *

In ordinary times when capitalism had not yet reached its
period of decline and fall, crises were replaced by depressions,
which were in turn replaced by periods of prosperity. But at the
present time, capitalism is moribund capitalism. It is undergoing
its general crisis, rent by the most profound contradictions which
propel it to its doom. The present economic crisis broke out amidst
the general crisis of capitalism; that is why it is distinguished by
such depth and protractedness, such power of devastation and
acuteness. The new phase of depression has also been entered
upon amidst this general crisis; that is why this depression differs
radically from the usual type of depression and is not the fore-
runner 0f a new boom, a new period of prosperity,

“ .. Dbecause all these unfavourable conditions which prevent
industry in the capitalist countries from rising to any serious
extent still continue to operate. I have in mind the continuing
general crisis of capitalism in the midst of which the economic
crisis is proceeding, the chronic working of the enterprises under
capacity, the chronic mass unemployment, the interweaving of
the industrial crisis with the agricultural crisis, the absence of
tendencies towards any serious renewal of fixed capital which
usually heralds the approach of a boom, etc., ete.” **

The crisis ragiﬁg in the whole capitalist world since 1929 has
sharpened to the utmost all the internal and external contradic-

# Ibid., p. 15.
## Ibid., pp. 14-15.
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tions of the capitalist system. The pﬁﬁptracted crisis has brought
' about an unparalleled aggravation of the
The eve of a NEW onditions of the toiling masses; Colossal un-
round of revolutions, 5. L0
and wars emp'loyme.znt, %‘uthless ,rec.luc’flon 1n.vv;ages,
the intensification of exploitation—this is the
fate of the working class under the conditions of the present crisis.
The crisis has also subjected the broad masses of farmers to un-
precedented ruin. Together with their impoverishment there is a
tremendous upsurge of the resentment of the toiling masses against
the capitalist system. ‘ ‘

In the face of the indignation of the masses, the bourgeoisie is
more and more abandoning the old methods by means of which
it formerly held the working class in subjection and is passing
over to open terrorist, fascist dictatorship. In Germany the bour-
geoisie, with the aid of the Social-Democrats, set up the bloody
dictatorship of Hitler in February 1933. Fascist tendencies are
growing among the bourgeoisie in other countries as well. The
establishment of fascism in Germany bears evidence not only “of
the traitorous role of the Social-Democrats who split the ranks of
the working class and thus weakened its resistance to the hour-
geois dictatorship, the accession of Hiller to power also bears
witness to the weakness of the bourgeoisie which can no longer
maintain power in its hands by the old methods of administration.
The bourgeoisie is throwing off 'its democratic tinsel and is going
over to open: bloody terror against the working class. But this
only results in a further sharpening of the class straggle, threaten-
ing to explode the entire structure of capitalism. ‘

The protracted crisis has extremely sharpened all the existing
antagonisms between the capitalist powers. Under conditions of the
crisis every country tfries to shift its burden onto other countries.
The struggle for markets has grown exceedingly keen, Having
recourse to dumping on foreign markets every country, at the
same time, raises barriers around its own markets against the

encroachments of foreign competition. The non-payment of debis -

sharpens the antagonisms between creditor and debior nations.

~ The crisis has intensified the action of the law of uneven develop-

iment under imperialism. It affected various countries with vary-
ing force and thus produced a shifting in the relation of forces
among the imperialist nations, All this has sharpened the relations
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between countries to the extreme. The preparations for a new im-
perialist war are already proceeding in the most open fashion.
Capitalist countries are arming to the teeth in preparation for a
new battle for the redivision of the world. While all branches of
industry restricted production as a result of the crisis, one branch
of industry—the war indusiries—did not contract, but on the con-
trary, expands from year to year. A number of years have already
passed since Japan first occupied Manchuria with armed forces
and began pushing deeper into Northern China. The Sino-Japanese
war renders the struggle for the Pacific Ocean, where the imperial-
ist interests of Japan, the United States and Great Britain clash,
extremely acufe.

In the secret chambers of imperialist staffs the plans for future
wars are already being worked out. Prominent among these plans
are projects for armed intervention against the Soviet Union.

“The tremendous strain of the internal class antagonisms in
the capitalist countries, as well as of the international antagon-
isms, testify fo the fact that the objective prerequisites for a
revolutionary crisis have matured to such an extent that at the
present time the world is closely approaching a new round of
revolutions and wars.” *

The correctness of this estimate of the situation has been con-
firmed by a tremendous number of facts. The couniries where
fascism was “victorious” are in turmoil. In Germany the Com-
munist Party is conducting an heroic struggle against fascism
and in the exceedingly difficult circumstances of a deeply “under-
ground” existence is preparing its forces for the overthrow of the
fascist dictatorship. In France fascist provocations called forth such
powerful resistance on the part of the masses of the workers that
bourgeois politicians were thoroughly terrified by the indignation
of the proletariat. In Austria in February 1934 tens of thousands of
workers conducted an armed struggle for many days against the
greater forces of the enemy and under the extremely difficult cir-
cumstances of the treachery of their leaders. Soviet China, em-
bracing a number of regions with a population of over sixty mil-
lion people, has now become a powerful factor. It has successfully

* Theses and ‘Decisions of the Thirteentli Plenum of the E.C.C.I, p. 5,
Modern Books, Ltd., London, 1934,
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resisted a number of crusades launched against it by the counter-
revolutionary generals, and has created its own powerful Red
Army. . )

“The masses of the people have not yet reached the stage
when they are ready to storm the citadel of capitalism, but the
idea of storming it is maturing in the minds of the masses—
there can hardly be any doubt about that.”” *

We already know that capitalism will not go off the stage on
its own initiative, that it will not collapse automatically. We know
that all the theories of the automatic collapse of capitalism only
bring untold harm to the cause of the working class, lulling its
will to the long persistent struggle which is necessary in order to
triumph over the exploiters. No sharpening of the contradictions
of capitalism creates a situation where the bourgeoisie can find
absolutely no way out. Only a persistent struggle will decide the
collapse of the capitalist system.

“The victory of the revolution never comes by itself. It has

to be prepared for and won. And only a strong prolelarian revo-
lutionary party can prepare for and win vietory.” **

REVIEW QUESTIONS

1. How is the protracted character of the present crisis to be
explained?
2. In what is the exceptional acuteness and depth of this crisis
expressed? .
3. In what is the character of the present crisis as a crisis of
overproduction expressed?
. How did the crisis affect the position of the proletariat?
. How did the crisis affect the position of the peasantry?
What are the characteristics of the present depression?
7. What indications are there of the approach of a new round
of revolutions and wars?

'S

o

% Stalin, Report on the Work of the Central Commiltee of the C.P.S.U.
(Seventeenth Party Congress), p. 17.
** Ibid., p. 22,



