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I. The World Economic Position in the
Last Quarter of 1926.

The development of international economy: in the last few
months of 1926 permits of no uniform characterisation.  The follo-
wing main {endencies, however, may be observed: - o

fn the United States the prosperous business cycle is deci-
dedly on the wane. The two main factors of this cycle when at
its height, the building trade and the automobile industry, have
for the time being apparatly reached a point of satiety. This
- fact is reflected in the pronouncedly poorer business doile in
the heavy metal industries and in other lines particulariy affected
by these two leading branches of the prosperity period. Although
American leaders of economy are practically unanimous in
predicting good business for the year 1927, it is significant that
Hoover should have suggested that the presumable lack of private
building activity be compensated for by a vigorcus expansion of
constructional enterprise on the part the State. It is not yet clear
at present whether the deterioration in American business condi-
tions is likely to lead to a general crisis or merely to a short-
lived depression, such as recurs regularly in the spring months
in the United States. Should a real crisis ensue, the well-known
American measures and organisations for the prevention: or

counter-action of crisis, such as the regulation of credit by means -

of the Federal Reserve Board, the standardisation of the market,
the organisation of distribution by the Trusts, and the systematic
allotment of public works, may be put-to the test.

In Europe the conclusion of the British coal lock-out formed
a ‘turning-point in economic development. The position °of
British economy rapidly improved, once the coal lock-oul was
over, and this improvement may be expected to extend over the
first half of 1927, since the lock-out has occasioned big gaps
in the coal-stocks and in the metal-working industries, which
must now be made. up for alongside regular production. The
general feeling in England is pronouncedly optimisiic, and if is
hoped that the chronic crisis, which has lasted more or less ever
since 1920, will now finally be overcome. Cheaper coal und
cheaper cotton, besides better prospects in shipping and ship-
building, are the main factors engendering this optimistic
outlook. : ‘
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Besides England, it is chiefly Germany that can record a
continuous improvement of business conditions, the rate of which
has, .however, been progressively slowing down of late. The
increasé of unemployment in December was probably to a great
part not to be ascribed to a detrioration of the general business
position but rather to seasonal influences. On the other hand it
is apparent, that the improvement of the business conditions in
the .second half of 1926 did not lead to an absorption of the ranks
of the unemployed,- which were more numerous:at the end of

. 1926 than a twelvemonth earlier.

Over against the improvement of the economic position in
England and Germany, there is a decided deterioration in France
and Haly. The advantages enjoyed for some years by industry
in both these countries as a result of inflation,  have now been
tforfeited by what is regarded as a definite stabilisation. Around
New Year, the prices of industrial goods jn France and Italy
were above the world-market price level. The result is a rapid
increase of unemployment, the actual dimensions of which are
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but vaguely known in view of the lack of comprehensive
statistics. '

The end of the British coal lock-out is bound to be felt
acutely in the economic condition of .Poland and to a lesser
degree in that of Czechoslovakia and Belgium. At the commen-
cement. of the lock-out, the Polish. mining industry began supp-
lying the British market, which it had naturally. not been furni-

shing at all for a long time past. In ‘this it différed from the -

Gernian coal-mining industry, which attacned most importance
to furnishing the North European -markets formerly supplied by
. Great Britain. Competition between German and British coal in
regard to-the markets in question is likely to be very keen. This
mnatter we are discussing in detail in a subsequent chapter.

A cursory survey of the general development of the world’s
economy. during 1926 will lead to. the following verdict: The
stabilisation of capitalism  has continued, 'without, however,
making any further progress. In_ our next survey, we: shall
furnish data regarding the formation of world production in the
year 1926, but even on the strength of the-data to hand wé may
make the following deductions: ,

The world output of agricultural products :is practically the
- same as in 1925, as is also the output of industrial metals, such

ag copper, lead, and zinc; on the other hand:the output of the -

heavy -industrial products, viz., coal; iron, and $teel, slightly falls
short of that of the preceding year. ,

) As regards Europe, productioh .in the year. 1926,  both in
agriculture ‘and the heavy .industries, was: considerably below
that of 1925. If we therefore take the course of production as
a basis for the development of capitalism, the past year .may be
considered to have brought retrogression instead: éf progress.

The fight for markets on the part of the great imperialistic
industrial countries has become extraordinagily acute of late.

With the aggravation of competitiof oir.the world markets, the '

imperialistic antagonisms and the.constant preparations for war
naturally also increase. ,

THE DEVELOPMENT OF [JNEMPLOYMENT.

Developments in the year 1926 plainly showed that wholesale
uinemployment ""'is" becoming ' a: peérmanent ~phenomenon . of
European capitalism. If we compare the percentage of the un-
employed in the trade unions or in the total number of insured
workers with -those in November 1925 (no figures for December
being to hand), we shall see that with the exceptjon of Belgium,
the percentage of unemployed was far higher in all countries
than a vear before. In such couiitries, moreover, as’'were hitherto
spared unemployment by reason of infldtion prosperity, as was
the case in France and Italy, a rapid rise' of unemploginéfit has
set in during the last few weeks. ) : R

The total of unemployed in Europe may be assumed around
the turn of the year again to have reached the six million figure,
of which two millions fall to the share of England and two
millions to that of Germany, while the balance is distribuied
among the other countries. .

With the deterioration of business prospects in the United
States, the number of the unemployed is likely to increase there
too pretty rapidly. Since in that country there are again no un-
employment statistics, the extent of unemployment can only be
deduced from the monthly returns of employed workers as com-
pared with those in 1919. In this hanner we get an unemployment
total for the United States of between half a million and a million.
We, subjoin a table showing the percentage of unemployed.

Pércent’ag'e‘of Unemployed among Workers
N ~Organised in Trade Unions. '
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. Aug. 133 142 49 72 174 220 . 83 167 150 944
Sep. 136 139 37 75 168 - 9.1 152 127 058
Oct.. 136 136 33 717 186 235 115 142 102 963
Nov. 132 185 — — 221 — 130 145 83 052
Dec 122 119 — — 325 - - 12 10 -
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CURRENCY CONDITIONS.

The last few monts have witnessed an improvement in

- currency condjtions in the sense of an approach to stability or

gold-parity.

The return to gold was carried thiough in Belgium .and -
Denmark through thé introduction of the free export of gold
and the sale and purchase of foreign bills at par by the respective
ceniral note banks. : o

In Belgium, the return to a gold .currency was cliected in
connection with the introduction ot a new name for the national
monetary unit, now to be known as a ‘belga”, equalling five

* francs. The gold parity of the belga was nxed at one seventh

of the original gold value of the Belgian franc. The return to
gold  was, rendered possible by an ‘international loan totalling

100 millionr dollars, and subscribed in America, England, and =

the, Continental countries, and by the granting of a credit of
30 million dollars to; the Belgian note-bank on the part of the
other European note-banks. For the last three months, the Belgian
currency has’ indeed, remained stable. The return to gold in.
Denmark, on the other hand, was effected in the form of a
revalorisation of the Danish crown at its original gold parity..
Since January 1st, 1927, Denmark has likewise permitted the
free import and export of gold. The process of revalorisation
was carried out without any special financial transaction. A
matter of: greater economic importance than the restoration of

. ¢hei gold' currency in these twp small countries, is the:strong

upward movement of the French and ltalian currencies during

sihe last few months. In the former case, we can speak of an
+actual stabilisation, since at the close of the year the Bank of

France publicly declared itself willing to purchase or sell British
orAme:rican /bill(s at the rate of 122,20 Francs to the pound?).

"+ Besides ‘the French and Ialian currencies, that of Norway
has also experienced a vigorous improvement in the last few
months and is fast approaching its original gold parity. '

Among the extra-European values, that of China, which
couniry has a silver currency, has been depressed in the last
few months by the serious drop in the price of silver, which is
iower now than, it has been for the last eleven years. The reason
lies in the increasing produrtiqn of silver; the impending passing
of India from the silver to the gold currency, and also in the
Chinese disturbances, which have prevented the import of silver
into China in- the same extent as hitherto. Below, we show. the
formation development of the.exchange rates of .those currenties
which are not yet altogether stabilised: . - .

ForeignBillRatesinNew York.

(In cents per foreign unit.)
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( .Monthly Average :

France 193 38 32 26 29 32 39 397
Belgium 193 45 31 27 28 28 — 1399

Italy . 193 40 39 37 41 41 45 113

Poland - . 193 129 906 110 111 120 — 113

Roumania . 193 045 037 051 054 056 — 053

‘Greece 193 14 13 12 12 12 13 13
Denmark 268 248 262 206 266 266 266 266 %)

Norway 26,8 203 21.7 219 236 250 252 25.6

Spain .. 193 142 145 152 151 151 153 163

India 487 377 363 363 36,1 361 359 363

408 442 469 484 48.7 49.1 489 489

Japan

') Whether this will remain in force as the finally stabilised -
rate, is a matter of doubt, all the more so since this rate repre-
sents no pure multiple of the original gold parity.

?) Stabilised de facto since the end of December.
%) New currency; Belga — 13,9 cents.
) Returned to gold parity.
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'EINCREASE OF PRODUCTION AND THE PROBLEM OF
PRICE-FORMATION IN POST-WAR TIMES.

. Now that the crisis of -insufficient production in individual
European regions as a result of the war has been finally -over-
come, the problem of price-formation in post-war times comes
up for discussion. This problem is not new, but its discussion in
‘general was formerly rendered difficult by the fact of insufficient

production in- certain regions. The problem presents itself as
follows:

Although the productivity of labour is at present not smaller,.

buth rather greater, than was the case before the war, and
although the total production has increased in relation to the
population of the world, the general level of prices is ¢n an
average 50 per cent. above what it was in pre-war times. The
question is, how it is possible for prices to have advanced
despite a greater productivity of labour. We have no comprehen-
sive data in regard to this higher productivity of labour though
we hope to be able to furnish them at a later date, a task which
“will require considerable work. But the circumstance itseli is
confirmed by numerous details supplied by various branches of
mdustry and also by the generally recognised. fact of greater
technical progress in the course of the last twelve years.

That this price formation is not occasioned, by market prices
being far in advance of production prices in. the’ Marxian sense
as a result of an insufficient supply of goods on the international

markets, is proved not only by the generally known faet of -

the selling difficulties encountered by the world’s industry, but
also by the returns attained. as a result of the ivestigation by
the League of Nations in regard to the outpuf;oi the most

important foodstuifs’ and raw materials®), =~
By the inquiries in question it. was established that the po-
pulation of the world :in 1925 amounted to ‘105 per cent. of the
. sorresponding figure for 1913. Over against this, the output: of
‘loodstuifs and raw .materials figures stood at 118 per cent. of
-that 0f.:1913%). Even though this+total ‘may be taken to include
great quantities of ' “immediate. products” in ‘the mon-capitaljst
countries, the production index-figure of capitalist Europe alone

is at 105, and is even thus in advance of the population, which .

in the case: of: Europe increased to  104.. Whatever: ‘doubtiul
factors ‘may be included. in the results of this -calculation, the
fact yet remains . that the productivity of labour in- the capitalist
:world has increased in its emdirety over its pre-war: extent; since
we may safely presume productivity in the finishing industries
to have grown in a .greater proportion than:in. the:regions
producing io’bd§tuii§ and raw materials. i
v+ We are therefore faced with.:ithe problem as to why;i despite
undiminished, nay enhanced, productivity ;of labour, the.price
level is 50 per cent. higher than was the case before the. -war.
In the sense of Marx’s theory of ,price and value, we should
be led to assume that this price increase is nothing. but - the
:outcome _of a corresponding decrease in the production cost
of gold, in the general economic equivalent. Now . we have not
heard of any technical invention, which might during the last
ten years have brought about a revolution in the cost ot pro-
curing gold. Indeed, that no such revolution has taken place is
proved ‘indirectly by the fact that the output of gold has been
considerably smaller since the war than in pre-war-times. On
an average the output between 1911 and 1915 amounied to
091,409 kilogrammes a year and between 1921 and 1924:to only
529,012 kilogrammes a year?). o

It is obvious that if a pronounced reductioﬁ‘had_aétually

been made in the cost of procuring gold, this would naturally :

) League of Nations;: Memorandum on Production and
Trade, Geneva 1926.

%) The index-tigure of production includes the most im-
portant foodstuifs and raw materials of the following categories:
€ereals, foodstuifs, tobacco, groceries, oliferous seeds, textile raw
materials, timber, rubber, iuel, metals, fertilisers, chemicals (an-
nexe 1, p. 42). The manner of compiling the index-figure was
such, that the total ‘quantity of goods produced in each parti-
cular year (1013, 1923, 1924, 1025) was multiplied with the
average price of the year 1913, since goods of such extremely
divergent nature could naturally in no other way. be reduced
to a common index. (annexe 2, p. 43). o

7} Statistisches Jahrbuch des Deutschen Reiches. Inter-
wattonal surveys, P. 59.

‘those . branches of production

have resulted in a great increase in the gold output. The reason
of the general price rise, therefore, cannot possibly be sought in
this direction®). If the change in the value of gold is. thus not
the reason of the price increase, the latter must lie in the
goods themselves. Since the productivity of labour has not
decreased, so that no greater quota of labour time can be said
to be contained in the product unit, the value of the individual
commodities or the total value of an equal quantity of all cate-
gories of commodities, which remained the same as in 1913, can
obviously not be any higher than it then was. Consequently, the
sum total of the prices of these goods, or the prices of the
individual goods, must be unchanged — apart from changes in
the organic composition of capital in the different branches of
production. Thus there can only be a question of a general price
increase beyond the actual value, or price of production, of
the goods.

It might appear natural to seek the reason in the general
formation of monopoly organisations, such as trusts, cartels,
syndicates, and the like. But even this does not afford an
explanation. It might afford one for the relatively decreased
valuation of the products of uncartelled agriculture as against the
prices of the products of cartelled industries. The general in-
crease in prices can, however, not be explained by the formation
of ‘monopolies. . ‘

Firstly, also the prices of all uncartelled commodities are
far higher than before the war, and.

‘Secondly, the increase in prices is not most pronounced in

in which the tendency to form
cartels ‘is most predominant. - L : AR
The raising of a price by reason.of some monopoly organi-
sation means that the organisation in question is able to enhance
its profits beyond the general rate of profit, that is to say, to

.absord a greater proportion. of the social surplus value or

profit than would come to it according to the dimensions of
its capital. The increase of the share of profit beyond the
average profit must therefore be accompanied by a diminution
of the profit of the other branches.

A general rise of -prices which. is anything more than
nominal cannot be explained in this way, since the total quantity
of surplus value is not affected by the rise in prices. It would

obviously be a fantastic assumption, that the entire difference
between the value of the goods, which in the case.of equal or

enhanced productivity. of labour cannot be greater than;in 1913,
and the. present prices; should have been raked. in as surplus-
profit by the monopoly organisations. This would miean that
in the United States, e, .g., capitalists would be operating with

.a surplus profit of roughly 50.per cent. per turnover of capital,

which in view of the rapid turnover of capital in operation’ in
the United States would result in a rate of profit of quite
unheard-of; and; improbable; dimensions, ‘a rate which must after
a duration of ten years necessarily have been reflected in the
dividends, which is certainly. not the case. - =

The bourgeois explanation that the ‘general rise of prices

'is an outcome of increased wages and shorter :wp'rki_ng hours,
.s naturally nonsense when considered from the Marxian stand-

point. Since in view of the existing chronic wholesale unemploy-
ment there can be no question of wages having risen above
the value;, of labour power, the higher wages merely mean
that the value of labour power has increased because the prices
of foodstuffs have increased. But an increase in the value of
labour power can by no means be the cause of an increase in
the value of the product of labour. The value of 'such a product
is' determined by the labour time embedied in it; but by no
means by the amount of paid labour time embodied in .it!
The increase in the value of labour power itself, that is to say

* the increase of wages, would only mean — all- other things

%) In our personal opinion whichgdiverging from. the ortho-

‘dox interpretation of the Marxian version, I had ‘occasion to

expound 13 years ago in the “Neue Zeit” in opposition to the
attitude of Kautsky, Otto Bauer, and others, the alterations in
the cost of gold production in modern times cannot possibly

.have the effect of causing a general rise of prices, while a

cheapening of the cost of producing gold makes itself felt in
the development, i. e. the increase, of mining profits. The ex-
perience of post-war times appears fully to confirm my theoretic
suggestion. '
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being equal — that the rate of the surplus value, and conse-
quently also the average rate of profit, had, fallen.

The phenomenon of 4 general price rise, therefore, can be
explained- neither by a presumed reduction in the cost of pro-
curing gold, nor by a decrease in the productivity of labour,
nor yet by extra profits on the part of the cartels. In our
opinion the solution of the problem lies in the fact that the
price ‘increase is really only nomingl, being based on the
increase of market prices- at the commencement of the war
above the production price of the moment; thesé higher market
prices, occasioned by the shortage of goods, subsequently steri-
lised, passing into the production costs with each new turnover
of capital. In the case of this interpretation, however, we must
abandon the assumption'that it is the present cost of procuring
gold that determines the current level of prices, conceiving
of the latter rather as a phenomenon of gold inflation.

Below we cite . index-figures in illustration. of the price
formdtion.

»-t . Wholesale-Price Index-Figures. v
.(On' the basis of 100 to represent the price-level of 1913/14)
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1925 November 1500 — 179 197 160 158
1926 January 150 147 190 192 163 164
» July 148 146 182 179 145 157
»  September ~146 145 179 176 146 164
» October 148 147 178 174, 144 171
» November 148 148 178 . 171 146 174
» December — 146 — — — 172

INTERNATIONAL COALESCENCE ‘MOVEMENTS. |

The attempts on the part of various groups of capitalists to
regulate production and raise prices by .international agreements,
have also been continued during the last few months and have
led to certain definite results. In particular, a series of supple-

.mentary arrangements have been made in connection with the
international crude steel cartel, as well as with regard to the
crude-iron cartel between Germany, France, and Luxemburg, the
unijon of Central European enamel wotks, the international cartel
for the manufacture of rails (which likewise includes the respec-
tive British works), the wire cartel, etc.

Little by little, more detailed aceounts as to the activity of

the Europedn Steel Cartel have appeared in the Press. Most
information on: the. subject may be culled from a report which
appeared on' December 18th, 1926, in the “L*Usine”, the organ
of the French heavy industry: The report in question says that
the total contingent was originally established at 25.2 million
tons, but was raised to 27.2 million tons on October 1st, and
to 29.2 million tons on November 4th. On December 10th, after
lengthy negotiations, the contingent for the first quarter of 1927
was reduced to 27.7 million fons. The report also gives some
account of the struggles existing within the  cartel itself. The
Belgians, whose quota in 'the contingent remains unchanged
up. to a total amount of 30 million tons, opposed the reduction
of ‘the ‘contingent; while the object of the Germans was in the
first place to use the cartel for the purpose of raising and stabi-
lising prices, the Belgians were already making concessions

so as to be able to maintain their full share in the contingent..
Thie resolution” regarding the reduction is nevertheless said {o
have been passed unanimously.

As we already pointed out in our last report, the German
heavy industriés have incurred great sacrifices for the purpose:
of securing the establishment of the international cartel. in
compensation of the fact that they had contented themselves with -
a modest quota on the occasion of the .original distribution of
the contingent, they were promised that in the case of an,
extension of the coptingent, their ration of increase would be
far higher than that of the other participating countries. The

-Jollowing table®) affords a concise survey of the situation;

Total'Qutput.in Year
foll. 1st Q. o. 1926 1 mill.

In the case of an increase by:
2mills. 3 mills. 4 mills.

Country in 1000 t in 1000 t . . .

LS ' ’ percentage ‘(
Germany . . 10,227 4046 485 63 805 12,645 43.18
-Belgium .. .~ 3,180 1258 3.0 .30 40 3,405 .11.63
France .8,066 3191, 388 272 124 9,133 .31.19,
Luxemburg . 2,160 855 97 68 3.1 2411. 823
Saar Dstr., 1,645 650 k6 — . — -— 1,684 577
. 25,278 100: -100 100 29,278 100‘-{

Nevertheless, the organisation «of the cartel still remains a
matter of conjeckure Yor the public,- especially as regards the’
customs - freatment of iron imported ‘into Germany from France,
Luxemburg,-and the Saar district: ‘On October 13th, Mayrisch,
Chairman of the Crude Steel Cartel, declared that: o

“From a practical standpoint it is possible to conceive:
of a community. in regard to crude steel only if the Franco-
German commercial treaty really materialises”*).

On the other hand, Curtius, German Minister of Economy, -
speaking at a joint session of the Reichstag committees for'-
foreign affairs and commercial politics, respectively, announeed
that - “no manner of conditions or obligations atfached to -the:
German Government towards the iron industry in the matter

of iron duties”t).

Naturally, some such obligation exists and, though it may
not have been put down in black and white, is sufficiently
guaranteed by the political influence of the heavy industry. How
the matter i5- proceeding at present, hodvever, is carefully kept
from the public. ' S ' )

‘Ini“the ‘cartél agreements it is consistently maintained that
the common’ trust is without influence on the price policy exer-

‘cised by ‘the individual cartels: of the different countries, All

the  same, the formation of the combine ehtailed a sharp rise of

prices. -

The. “fictive foreign prices” of the German heavy industry,
the so-called “basic prices” on which the home consumer is
allowed a rebate, have, since the formation ‘of the ocartel, figured
as follows for certain important commodities’?):

Basic Price  Rate of Rebate

. : November July November
Crude Ingots . . . . . 95 . 76 11
Heavy. Ingots oL 100 80 11
Billets . . . 105 83 . 12
Section Iron . 116 - 93 15
Rod Iron . 1185 96 ‘ 17
Band Iron . 124 - 120 15.
Tubes . . . 310 310 - 5
Boiler Sheets . . . . . 1525 140 22
‘Thin Sheets (less than 1mm) 155 155 ' 15

“In-the period under review, the rebate rates have de-
dined in the same proportion as the prices have risen.”

The difference in the price accretion of the individual
goods may be attributable to British competition, which is most
pronounced in those varieties which have not risen in price.

®) “Berliner Borsen-Courier” of October 26th, 1926.
10) “pP. A. Z.” of October 13th, 1926.

1) “D, A. Z.” of November 23rd, 1926.

17) “Frankfurter Zeitung” of November 3rd, 1926. ~
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"M ‘must be borne in' mind that the crude steel cartel, though
international, is not world-wide. ‘The output of the Franco-
German-Belgian bloc comprises about 30 per cent. of the world
production, of which 50 per ‘cent. is contributed by the United
States, while the balance comes from England and some other
European countries. Of the latter, Czechoslovakia, Austria, and
Hungary. have (with. the ‘exception of two factories) already
joined the cartel, whereby the total contingent of the comibine
rose from 100 to 107.2 per cent. Negotiations with the Polish
ron industry have hitherto led to no tangible results, since
the Poles demand a privileged contingent in. regard to the
orders to be expected irom Russia. Steps are now being taken
to get into touch with the Swedish iron industry, while Ialy
and Spain, as iron-importing countries, are hostile to the cartel.

Whether the cartel will succeed in securing for ijtself a
monopoly on the world market, depends on the participation
or non-participation ‘of England. Numerous signs seem {o indi-
cate that Great Britain is preparing to enter the steel cartel. A
British commission has already been appointed for the purpose
of getting into touch with the organisation. :

“We must be patient, however, and reckon. with the
possibility of an abstention on the part of England, though
it would be a benevolent abstention (abstention bien-
-veillante)’"13),

~ According to a 4rep'o'rt_ in the “Borsen-Courier” of January
oth, the British iron industry is to be invited to take “part in
the next session of the steel cartel. ‘

“There is no lack of goodwill on the part of England
to join the steel cartel (says the report). The difficulties still
obtaining in_this connection consist mainly of the question
of quotas. The yearly quota originally demanded by the
British, which is said to have ranged from 10 to 12 million

tons of crude steel, will probably mot be allowed, the

quota accorded them being presumably somewhat less than
9 million tons.”

The willingness of the British heavy industry o join the
international steel carfel ‘is an outcome of the serious crisis
which the British iron industry has now been undergoing for
a matter of five years. The leading British ifon works have

for_several years been umable to pay dividends; this applies

to Bolckow, Vaughan & Co. and the"Fleet Iron Co. for the last
five years, and to the Dorman-Long Co. for two years, while
“the Baldwin Co. has for five years paid no dividend on deferred
stock and for’ the year 1925/26 was not even in a position to
distribute a dividend on its preference shares!*). For this reason,
the heads of these big firms are far more inclined than
was formerly the case to form a combine within the country,
which would be the necessary preliminary to joining the inter-
national cartel. (We shall have occassion in our special section
to discuss the recently effected combination of firms in the British
“coal and chemical industries.) If the British heavy industry
were to join the-international . cartel in the near future, the
vesult would indeed be the formation of a world monopoly, since
the American metal industry is for the time being only working
jo a very small extent for export purposes. Nor is there any
doubt but that in such a case an agreement would be reached
between these two giant organisations. Addressing the Ame-
rican Steel Institute, Cary, Chairman of the American Steel
Trust, recently remarked that there has of late been much
mention of '

~“an imminent competition between the steel industrialists of
the United States and their foreign competitors. 1 believe
‘that should this prove 'necessary, an international con-
ference would be held bétween all the interested parties,
and that a completely frank discussion would open the
way to a fair understanding?®)”. -

It therefore seems that there is. some possibility of an agree-
‘ment extending to all the prominent. countries of the world.
Whether such an: agreement could- be of any longer duration
dn view of: the serious differences existing between the countries
eoncerned, is naturally a moot point. :

13) “’Usine” of December 18th, 1926. - ’
14) “Economist” of November 13th and December 11th, 1926.
15) “Journal of Commerce” of September 25th, 1926.

-is shown in the following table:

The development of output in the most important Gountries
Iron and Steel Production
(In Thousands of Tons)

=
= .
T E 5 § g 4
w o g g 2 v
o @ m 3 3 e
Crude Iton .
.Monthly Average 1913 . 869 207 434 1609 212 2601 .
Monthly Average 1925 . 528 212 706 848 195 . 3082
1920 July . .. . . . 18 307 792 768 211 3275
August - . . . . 14 318 814 850 210 = 3252
September . . . . 13 313 785 80 215 3212
October . . . . 13 320 816 935 = 223 3388
November . . . . 13 310 79 983 216 3288
December . . . . 58 — — 1065 232 3146
.Steel
Monthly Average 1913 . 649 205 1396 1578 101 2564
Monthly Average 1925 . 626 201 618 1016 174 3741
1926 Juiy . . - . . . 33 311 718 1019 192 ° 3710
August . . . . .. 53 318 704 1143 184 4079
September . . . . 07 312 706 . 1144 * 189 3994
October ~. . . . 94 317 742 ' 1174 195 4158
November . . . . 98 309 714 1257 104 3782
December . 319 — — 1303 209 3392

The International Copper Syndicate. The beginning .of Oc-
tober saw the formation of the “International Copper Syndicate,
the American commercial commission having declared that the
purposes of the copper trust did not contravene anti-trust legis-
lation.. According t0 American statements, the new trust will
control about 90 per cent. of the copper output of the world.
The most prominent producers of the United States, Great
Britain, France, Germany, and Africa are members of the trust,
which is said to-aim at” “stabilising copper prices”, eliminating
infernational speculation in copper, and selling ‘straight to the
consumnier. : Lo '

.. Hitherto, the big consumers of copper in Europe had covered
their requirements by purchases mainly from German and
English metal dealers. The cartel now “requires of the con-
sumers that

-“All payments must be made upon delivery of the goods; "
the consumers to undertake on no condition to resell to
- third parties the quantities received by them.”

In  contradistinction to the crude - steel cartel, the copper
cartel can really be said to constitute a ‘world monopoly.

The Franco-German Potash Cartel. The new contract re-
cently signed between the French and the German potash mining’
interests modifies the agreement of the spring of 1926 in France’s
favour. The home markets of the two countries, and in the case
of France also the French colonies, are reserved entirely for
exploitation by the oontracting parties. In regard to foreign
markets, the agreement originally provided for a 70 per cent.
participation on the part of Germany and a 30 per cent. parti-
cipation on the part of France. This ratio was altered in the
new agreements'®), exports to be divided up between the con-
tractors on a 50:50 basis as from January 1st, 1931. Should -
the amount to be exported reach the extent of 8.4 million double
hundred weights -prior to this date, the equal-share arrangement
will automatically come into force when that limit is reachéd.
This change in the ratio of participation is in keeping with the
actual developments of late years. The French potash industry .
has developed most vigorously and returns higher output figures
month by month, while the German home consumption in 1926 ,
and in general the entire sales of German potash products
show a marked decline, figuring, at the close of 1926, 15 per
cent, below the level of a twelvemonth earlier. :

. 1%) Press reports in this connection fail to agree, so that
it is not apparent whether the alteration in distribution refers
to the entire quantity or omly fo the surplus exceeding . the
8.4 million tons.
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The Franco-German potash cartel possesses an almost
exclusive. world monopoly, seeing that the gigantic potash re-
sources of the Soviet Union are not yet opened up. 1rue, some
potash is miified in the United States and in Poland, but this
quantity can hardly be taken into consideration in comparison
with- the Franco-German output.

The existence of ‘the potash cartel has been greatly attacked
by the United States, the largest purchaser of potash.” A report
by J. Klein, Director of the Foreign Trade Bureau of the United
States, calculates that the price increase efiected during the last
two years represents a burdening of the American consumers
to the amount of $ 1,200,0007).

The International Aluminium Cartel. Some weeks ago an
agreement was concluded between English, French, German,
and Swiss producers of aluminium with reference to price re-
gulation, .interchange of technical experience, and division of
the markets. The new syndicate represeats about 47 per ceat. of
the world production of crude aluminium. The Italian and
Austrian aluminiiim producers are in connection with the cartel
by means of a community of capital with France or Switzer-
land, respectively. The other 53 per cent. of the world pro-
duction is in the hands of the American aluminium trust'®).

The International Superphosphate Cartel. In the middle of
December the entire superphosphate industry of Europe was
combined in a cartel, which it is said aims at technical collabo-
ration and propaganda for the use of superphosphates.

' Combinatory -Movements in the Platinum Industry. During
the last few weeks there have been frequent reports in the
Press in regard to an international platinum cartel. Since the
most important producer of platinum is the Soviet Union, no
such cartel can possibly be formed without Russian participation.
These rumours must therefore be looked upon as attempts {o
induce the Soviet Union to adopt a definite attitude in the
platinum -question.

Cartels in Agriculture. The cartels hitherto discussed ail
refer to mining products. These are indeed best adapted for
merging into cariels, for when the mines are in the hands of
members of the cartel, it is not very likely that there will be
outside competitors. Another category of cartels which have
acquired importance of late, are those formed among agri-
cultural producers. Such combines as these ocan never hope to
acquire a world monopoly. They content themselves with con-
trolling an important proportion of the annual crops, which is
quite sufficient for price regulation for the following reasons:
Firstly, agricuitural production has generally a turnover period
of one year. Secondly, the yearly output and the yearly con-
sumption coincide save for a negligible balance. Thirdly, an
-extension of output can only take place after the lapse of a
year, and generally only at an increased cost of production.
Fourthly, the products in question are practically indispensable,
so that a monopoly over a considerable portion thereof
suffices for the purpose of raising the price level in general.

International Wheat Cartel. The nucleus of the international
wheat trust to be formed is given by the Canadian pool, which
this year controls 60 per cent. of the Canadian wheat harvest
and vast quantities of other varieties of grain. The leaders of
the Canadian pool are at present endeavouring to induce
Argentina and Australia, the other two’great wheat exporters
outside the Soviet Union, to form pools and to take part in
a great common action on the world market. H. W. Wood,
Chairman of the Wheat Pool of Alberta (Canada), is at present
in Australia for the purpose of negotialing with the leaders
of the pool-movement there. In Australia there are Jour different
wheat pools. It is Wood’s task to co-ordinate the activity of
these bodies and to adapt them to the system of the Canadian
pool. Another prominent member of the Canadian pool is at
the present time in Argentina on a similar -mission, and it is
reported that on March 16th, 1927, an international conference
will be held in Canada with Australian and Argentinian farmers
with a view to extending the pool-movement and to promoting
uniform proceedings on the world market').

. .

17) “Journal of Commerce” of December 14th, 1920.

1) “Times” of Novembéer 16th, 1926.

1) “Jourtial of Commerce” of October 21st and November
20th, 1926. s

. Keeping up Cotton Prices. In our last report we discussed
in «defail the drop in prices caused by the gigantic Americam
cotton harvest. lhe formation of a cartel with the support of
the Government appears not to have materialised in the United
States. It is hoped that by a drastic restriction of the area under
cultivation, in which every cotton planter will be called upoa
to co-operate, it may be found possible to reduce next year’s
harvest to desirable limits. In Egypt, the British Government is
proceeding very severely .in this direction. Though the Egyp-
tian planters were granted advances to the amount of four
million Egyptian pounds, so as to prevent them from realising
their crops at fdr below mnormal prices, the Government has
insisted that between 1927 and 1929 not more than one third of
the area in each individual concern may be planted with cotton
fl?d :h,aiS' established serious penalties for the infringement of
this rule.

Maintenance of price of Raw Silk in Japan. For the purpose
of bolstering up the raw-silk prices, which have declined very
greatly of late, 30,000 bales of silk have, with the aid of the
Japanese Government, been withdrawn from the market and
placed in store. Silk producers are to receive an advance of
750 yens at an extraordinarily low nate of interest (6'/-%) irom
a Japanese bank operating on the strength of a Government
guarantee?®). v

Restriction of Raw Sugar Production in Cuba. According to
a decree issued by the President of Cuba, who is in fact nothing
but the executive organ of the United States sugar capitalists
in the island, the sugar outpout of Cuba was restricted for ¢he
year 1926/27 to 4!/»' millions tons. In 1925/20, the outpout was
4.9 million toms, or roughly-the fifth part of the entire world
production.  Of the total, 3.3 million tons was sold on ‘“perma-
nent markets”, i. e. in the United States,” while 1.6 million tons
had to be placed on the contested world market.

According to interesting statistios compiled by the “Journal
of Commerce” (October 23rd, 1926), the world production in
1025/20 figured at 24.4 million tons, distributed as follows:

Million tons
Consumed in the countries of production .- 12.0
Sold on permanent markets . . . . . . . . 03
Sold on contested markets . 25

These figures show that Cuba has a two-thirds share of
sales in the contested markets. Since the agreement among- the
sugar-producing. countries failed to materialise, Cuba could only
avoid a sharp fall in prices by a drastic curtailment of output.

THE STRUGGLE ON THE RUBBER MARKET BETWEEN
THE SELLING- AND CONSUMING TRUSTS.

As we had occasion to point out in former surveys, there
has for years been a struggle in progress between Great Britain
and the United States in regard to the fixation of the price of
crude rubber. Great Britain, which by reason of ‘its plantations
in Farther India possesses practically an- exclusive world
monopoly, introduced what is known as the Stevenson Regu-
lation for the purpose of maintaining the high price level,
which means that the quantity of crude rubber exported every
year from Farther India is regulated according to the price
formation. For the coming year, i. e. November 1926 to October
1927, the following regulation is in force: In the first quarter,
80 per cent. of the “standard production” may be exported;
if the price in London rises above two shillings a pound, the
export quantity will be raised to 100 per cent., if it falls below
one ninth of a shilling, the exports will be diminished by
10 per cent. By no means must they exceed 100 per cent. or fall short
of 60 per cent. The present price of rubber is about one eighth
of a shilling as against three ninths of a shilling at the com-
mencement of 1626. The reason of this acute fall in price is
the diminished consumption on the part of the United States.
In the financial year 1924/25, the latter imported 367,000 tons
of crude rubber; for the following financial year imports were
fo have amounted to 400,000 tons. As a matter of fact only
367,000 tons were actually imported, stocks increasing by 25,008
tons, so that an economiy of 60,000 tons was effected!).” This

20) “Japan Chronicle” of November 13th, 1926.
2ty “Journal of Commerce” of October 24th, 1926.
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economy resulted mainly through the exploitation of -old material.
However, the rubber consumers of the United States were
not satisfied with this result, but are attempting in two ways
to break the rubber monopoly of Great Britain.

In the first place, they are attempting to establish rubber
plantations wherever there is the least chance of the plant
thriving, e. g. in Liberia, Southern Florida, the West Indian
islands, Panama, etc.

Secondly, - they have endeavoured to unite all the great
consumers in a purchasing trust. ,

This combine was founded early last December in the shape
of a joint-stock company with a capital of 40 million dollars. It
comprises all the big tyre-works of the United States, besides
a number of the big motor-car factories. The purchases of all
these consumers are to be effected by means. of a single buyer,
the General Rubber Co. Great stocks are to be accumulated,
for the purpose of counteracting any possibly undesirable price
formation owing to British restriction measures®*?). The entire
undertaking is being financed by some leading American banks,
the Chase National Bank and the National Bank of Com-
merce®®). In this way, the British selling monopoly is faced
by an American purchasing organisation. It must be remembered,
moreover, that neither of these cartels possesses an absolute
monopoly, controlling only some 75 per cent. of production and
consumption, respectively. S

According to the calculations of the American Department
of Commerce, the Americans last year paid 270 million dollars
more for their rubber than the “fair price” forming the basis
in the Stevenson Plan. The matter at stake in this struggle
between the two organisations is therefore an annual extra
profit of more than fifty million pounds sterling, which suifices
to explain the keenness of the struggle.

THE ANGLO-GERMAN COAL STRUGGLE.

Even after the end of the British coal lock-out the situation
on the European coal nfarkets remains highly favourable for
capitalists. A gap of roughly 140 million tons in the British
coal output ensures both the German and the British coal trade
a very brisk sale of their entire production for months ahead.
Nevertheless, the fight for markets, or for a possible under-
standing in this regard, is already in progress.

The situation of the German coal mining industry is
favourable, inasmuch’ as it has succeeded in disposing of all
its old stock and also, by means of long-termed contracts, in
securing sales on markets formerly controlled by the British.

It is not yet apparent to-day how the competitive capacity
of the British coal mining industry is destined to develop .now

- after the the defeat of the miners. By virtue of the new agree-
ments, the working day in all British coal mines' has been
lengthened from seven to eight hours — in certain areas only
to seven hours and a hali. All other circumstances being equal,
this means a lessening of production costs by roughly 10 per
cent??). ‘

The development of wages, however, is a matter which
cannot be ‘so easily pursued. In the British mining industry
there are three sorts of wages:

1. Subsistence wages, representing the minimum to be paid
to the miners even in the worst of pits; no reduction of these
rates appears to have taken place. )

2. Basic wages, which, together with a variable per-
centage addition, form the regular wages of the British miners.
The reports on individual arrangements allow of no clear survey
as to whether and by how much these wages have been reduced.
We have the general impression, however, that until the spring
of 1927, pretty much the same wages will continue to be paid
as before the lock-out.

3. Distribution of Proceeds between capitalists and workers.
A system obtains in British mining, according to which the basic
wages and percentage additions are only paid provisionalily,

22) “Journal of Commerce” of December 3rd, 1926.

23) “Bulletin Quotidien” of January 5th, 1927.

) According to the “Bergwerkszeitung” of December 29th,
1926, the relative increase of output in Scotland as compared with
pre-war times, figured at the beginning of December at 17 per
cent., while the average of all British miners showed a rela-
tive increase at the same time of only 5.2 per cent.

——

while the definite wages are determined aiter the lapse of the .
business year, the proceeds being divided, aiter the defrayment

of material expenses, between the capitalists as profit and the -
workers as wages. The ratio of division varies between 84 per . -
cent. for wages and 10 for profit and 87 per cent. for wages «

and 13 for profit. By reason of this system, it only appears at a
later date whether the miners have received too much or too

little at the provisional distribution of wages, and in accordance .

with these final results they either receive a supplementary
payment or become indebted to the employer. This means that
the struggle between miners and the mine-owners is not yet
concluded, since it is bound to be renewed in the spring or
summer after the lapse of the arrangements for the provisional
continuation of the pre-lock-out wages. The British mine-owners
are in ‘a position to pay another five or six months of higher
wages, seeing that the price of coal is still considerably higher
than it was before the strike.

The most decisive factor for British mining, however, is the
export of coal. And in this connection there is acute friction
between British and German coal-mining interests.

In our former reports we had occasion to state that the
British trade union leaders, including Cook, designated an inter-
national price arrangement as the only solution for the British
mining crisis. There can be no doubt but that both in German
and in British mining circles there is an inclination to an
international 'agreement. Before such an agreement can mate-
rialise, however, the British are desirous at any rate of re-
gaining the ground they have lost in export business. Therefore
a violent . struggle may be expected in the near future. As a
matter of fact, the German press is full df reports of very cheap
British offers of coal, made not only to northern Germany,
which always purchased. British coal, but also to southern
Germany*®). In Haly and France a struggle is proceeding bet-
ween British and German interests.

The German mines, 'meanwhile, are attempting also by
technical innovations to oust the British coal at least from
the German markets. Two great schemes exist:

1. The construction of a great shipping canal from the
Rhine to Hamburg, or possibly to Berlin, so that a cheapening
of freight rates may tend to make German coal capable of com-
peting with British in the German coastal regions and in
Scandinavia. : ,

2. The long-distance distribution of gas, which by competing
with the local gas-work, which use British coal, is intended to
oust .the British gas-coal from Germany. i

In this connection serious differences are in existence in
Germany itsell. On January 1st, 1927, the “Deutsche Bergwerks-
zeitung” ‘published a letter by Ernst Korting, the manager of
the German Gas Company in Berlin, which had already appeared
on December 7th, 1926, in the “North Mail and Newcastle Daily”,
the organ of the gas-coal trade in Great Britain. In this letter,
Korting calls upon the English purveyors of gas-coal to supply
the German market as cheaply as possible in view' of the
threatening. competition of the long-distance gas supply scheme.

“l therefore appeal to the British coal industry (he
writes) with the request that in this dangerous crisis the
British purveyors of coal may do their utmost in the way
of cheap quotations for gas-coal intended for Germany, and
in this way strengthen the position of their hard-pressed
German friends. More I need hardly say. The extraordinary
conditions justify the . extraordinary measure of a direct
appeal. However the matter may develop, the British pur-
veyors who have been supplying our enterprise for a
century, will not have been left without fair warning.”

The “Bergwerkszeitung” violently attacks this .procedure,
which it calls “treason towards German economy”.

Along with these preparations for struggle, however, there
is also an increasing number of rumours regarding negotiations
between German and British coal-owners, in which connection
the Germans appear to have taken the initiative. Naturally this
is officially denied. The report of the Ruhr Coal Syndicate, which
was published at the close of the year, contains the following
passage:

%) It is an inferesting fact that quite recenily the German
State Railways purchased 70,000 tons of British coal, since the
Ruhr mines would not, or could not, quote an acceptable figure.
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. ‘“England is very naturally striving’ fo regain its former
 “markets and is offering certain qualities at extremely. cheap
-~ ¢ rates. ‘We must therefore ‘consider' carefully as to  how
far we-can imitate‘the cheap British offers without contri-
buting on our part to an undue depression of the price
- level on the world market as a result of mutual under-
cuting. 'We assume that the British coal exporters are de-
bating in the same way, arid are not waging an unscrupulous
price war merely for its own sake, as we might be led {o
believe by Press reports.- DR
© “At the same time, both sides recommend that an Anglo-
-German agreement be brought about in-regard to the coal
market question. In our opinion this -will not be possible

for some time to come. For more than a year no ‘negotiations’
... have -taken place in this regard, in which connection it

must be pointed out that at that time the suggestion was
put forward by England. Great Britain now finds itself
faced with the task of reconquering its old pasition on the
world market. We have therefore made no proposals anent
an agreement, nor do we intend to take so hopeless a step.
But between a convention on the one hand and a compe-
titive fight to the’ uttermost upon. the other, there should

- be no lack of ways and means, and we hope that a state of
equal balance may  result between British and German
coal exports in the way of moderate ,comipetition?¢).”’

The hope that the British coal mining industry will not-wage
too relentless a war, is often repeated in the columns of .the
“Bergwerkszeitung”. : o

“It is hardly to be assumed that the British mine-owners
will be so unreasonable as to unsettle the coal-market again
by.a war to the knife. The Ruhr mines desire no such fight,

. and they must also realise that:their present ‘position on
the world market, which ‘is ‘owing.to ‘abnormal ¢ircum-
stances, cannot be mairntained for any length of time. At
the same time, it is ‘their duty to maintain -against all odds
the place which is theirs by right and from which before
the lock-out they were ousted through the British policy
of subsidies®?)”.

- . Rochlin likewise advocates an agreement, on ‘which subject
he writes as follows:: - - ‘

“There is hardly any other course open than ‘that of
a clear understanding between the individnal groups of
coal-minitig countries, as to the degree in which the out-
put is to be curtailed uniformly’ for-all, so that the demand
should be covered but not more than covered=).”

British mining interests do not appear at the moment {o
contemplate entering into any arrangements so long as they
have not regained their former position by means of a keen
competition. . ’

The “Rote Fahne” of December 1st, 1926, quotes -the: follo-
wing utterances of British mining circles:

“Daily Telegraph”: “On the contrary, the British mine-
owners are fully determined to recapture the lost markets
from the Germans, and that without regard  for .the costs
incurred.” : S

Westminster Gazette”: “We shall not dream. of coi-
sidering the possibility of compromise. As soon as the
mines are working normally again, a campaign will be
started by the exporting aréas of South Wales, Durham,
and Northumberland. The British mine-owners are fully
determined to recapture those markets at any price. Doubt-
less the Germans are willing to come to an understanding
with us. But, unfortunately for the Germans, we are re-
solved to-fight for our lost markets.” R

It thus seems that for some time to come a keen fight bet-
ween the German and the British mining interests, is inevitable.
The costs of such a fight will have to be borne mainly by the
German and British miners. The British mine-owners will again

attempt to reduce the miners’ wages in the spring in view. of

the low price of coal on the world market and the very great

26) “Borsen-Courier” of December 30th, 1920.
27) “Borsen-Courier” Qf December 19th, 1926.
23) “Borsen-Courier” of December 25th, 1926.

unemployment which is to be expected. The German mine-
owners. will draw aftention to the longer working hours' in
Great Britain. and will attempt to lengthen the working hours
and depress wages in Germany. Only when this has been effected
— assuming the plan not to be frustrated through the resistance
of the miners — will serious negotiations ensue with a view to
an international agreement. .

REPARATIONS AND INTER-ALLIED DEBTS.

. No change. has come about in the reparations questiom
within the last few months. Germany’s reparation payments and
their transfer to the Allied countries have been effected smoothly..
This is ‘acknowledged with' satisfaction by the Agent General
for Rfrpamarbiou ‘Payments in his report for the second Dawes
year®),

“As regards reparations payments, Germany carried out

" all ‘its obligations promptly and loyallyin the second year,
as it did in the first, the main dilference being that in the

" second year it did so out of its own funds in the manner

" set forth in the Dawes Plan. At the same time, experience
has been acquired regarding the transfer’ problem and the
"Transfer Committee has succeeded in transmitting the sums.
veceived by Germany in their entirety to the Powers entitled

to receive them. Within its own particular sphere, the Dawes
Plan has created an atmosphere and an increasing traditionm

of loyalty and amicable understanding??).” :

" The report itself constitutes one of the best possible surveys
of the German economic situation. How far Germany is stiil

- under the control of the Entente Powers, is shown by the severe

criticism which the Agent General, one of the best-informed
men in regard to German economic matters, utters in regard fc
various economic measures of the German Government.

It only appears questionable whether it is.really true that
the transfer K of the reparation. payments was  effected out of
Germany’s own means. True, the “Konjunkturinstitut” succeeds
in showing a positive balance of payments for. Germany despite

. the. reparation payments. This view is also taken by the Agent

General®). Nevertheless the fact remains that in the first ten
months of 1926, no less than 1329 million gold marks were
received by Germany in the way of foreign loans®?), while the
amounts put down to Germany’s credit on the Reparations
account outside the country are shown by the Agent General’s
statement to have totalled 1072 million gold marks. Whether the
short-termed goods-credits, granted by Germany to its foreign
buyers, exceed this sum so far as to permit of a positive payment
balance, is a moot point in view of the doubtful bases of all
such calculations.

In. our last survey we made mention of the fact that the
possible sale of the German railway debentures to an amount
ranging from 1,500 to 2,500 million gold marks, was discussed
at Thoiry between Briand and Stresemann. This transaction,
52 per cent, of the proceeds of which would have passed into
the hands of France, would very much have facilitated the stabi-
lisation of the French franc. This plan has up to the present
not materialised, mainly on account of -the objections raised by
Great Britain and the United States. In the latter country it
was openly declared that the French Parliament weuld have
to ratify the Mellon-Béranger -agreement before the United

‘States Government could give its consent to the sale of the

German railwgy debentures in America®).

The Agent General for Reparation Payments points out in
his report that the question of a sale of the German railway
and industrial debentures is a matter dépending on the Re-
parations Commission, and that the Transfer Committee and the
Agent General possess certain rights in this regard, so that
such a sale could not take place save “under the.advice” of
the Transfer Committee and the Agent General®). In April 1925,

) “Report of the Agent General for Reparation Payments.”
30) “Report”, p. 106.

3) “Report”, p. 82.

37) “Report”, p. 58.

#) “Journal of Commerce” of October 8th, 1926.

:M) “Repoﬁ’,, p. 20.
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this question was raised before the Transier Committee, which
at that time declared itseli agreeable to the suggestion on prin-
ciple. Since then no more has been said. It is therefore obvious
that the question of selling part of the railway debentures has
not matured sufficiently for the necessity to have arisen to
consult the Transfer Committee.

That the matter has, however, not been altogether dropped,
is shown by an interesting leading article which appeared in
ihe “Bulletin Quotidien” on December 28th, 1926, and obviously
reflected the opinion prevalent among the big bourgeoisie of
France. It contained the following passage:

“In the course.of the Franco-German discussions at
Thoiry, the question of a mobilisation of part of the German
debentures was brought up. The discussion appears to
have been held up in view of ‘the argument that such a
step could only be effected with the aid of the American
market, which co-operation was dependent on the rati-
fication of the Washington Agreement in regard to the
consolidation of the French debts to the United States.

“For our part, we do not believe that this argument
will hold water. Ample financial means would doubtless
be forthcoming on the European market to permit us to
solve our currency problem.

The claim we have on the German debentures certainly
entitles us to undertake a credit operation abroad. It is
a question of finding the practical manner of proceeding
which will fit into, the mechanism of the reparations system.
This should not prove impossible.”

It would therefore seem that the big bourgeoisie in France
has not given up the hope of aiding the stabilisation of the
French franc by a mobilisation of the German debentures.

No alteration is reported during the last few months in
regard to inter-Allied debts. The French debt agreements have
not been ratified. On the occasion of a visit of Churchill to
Paris, he is reported by the “Daily Telegraph” to have made
use of the occasion to-call on Poincaré and to intimate to him
that Great Britain expected a speedy ratification by France of
the agreement arrived at between himself (Churchill) and Cail-
laux in view of the very marked decline in the revenue of the
British Treasury. Poincaré, however, was not to be induced
to give any definite reply®).

Public opinion in the United States is gravitating, though
very slowly, towards granting further concessions in the matter
of inter-Allied debts. M. T. Herrick, United States Ambassador
in France, recently said at the New York Bankers’ Club that
some patience ought to be shown in dealing with France.

“Just think what it would mean to us if six million of
our young fellows had died and we were in a tight place in
regard to credit into the bargain. What on earth shoul
we do in such a case?®¢)” v

The inclination for a new standpoint in the question of
inter-Allied "debts is most clearly reflected in the memorandum
of the professors of Columbia University, which was published
on December 20th. The memorandum advocates the convening
of a new debt conference and the granting of very substantial
concessions on the part of America. It is pointed out that
the material interest of the United States as regards the recovery
of their outstanding claims is at bottom very small:

1. The yearly revenue would for the next four years amount
{o less than five per cent. of the annual import or export figure
of the United States.

2. The payments in the next few years would figure at less
than one third per cent. of the national income of America, and
even in later years at not more than one half per cent.

3. If these sums were employed for the purpose of reducing
the American personal income tax, they would not amount
to more than two dollars a year to the benefit of a typical
tax-payer with a net income of 5000 dollars.

All this is very true, and we ourselves on former occasions
frequently pointed out that the material aspect of ithe question
is of no significance to the United States. The professors of

) «D, A. Z.” of December 28th, 1926.

38) “Journal of Commerce” of October 22nd, 1926.

Columbia University, however, seem to forget that we are
living in, an imperialist age and that the inter-Allied debts and
the question of their collection or remission constitute an im-
portant weapon of the United States in international polities.
For this reason Coolidge hastened to snub the professors by
unofficially declaring the very next day:

“We are striving to work out this problem in a way
which will be of advantage not only to ourselves but also
to the debtor nation. The President doubts whether the
action advocated by the professors would lead to satis-
factory results at the present time®’).”

The American Government is counting on the final rati-
fication of the agreement by the French Parliament, since, if
this has not been done by 1929, France will be obliged to
pay a lump sum of 400 million dollars of capital, the price of
the military stores left behind, a sum which it will hardly
be able to raise. The United States Government is not inclined
to abandon such an important weapon in the international
imperialist struggle.

THE WORLD’S HARVEST.

The final returns are now to hand in regard to the harvest
of the northern hemisphere, besides the first estimates for the
further development .of grain prices in the most important
countries of the southern hemisphere, viz., Argentina and
Australia.

The harvest in these regions (not including the Soviet Union)
figures as follows®):

Wheat (in millions double hundred weights):

Average

1026 1925 1920/24 1909/13

Europe (25 countries) . 338 378 208 368
North America (3countries) 342 296 323 244
Asia (6. countries) . . 103 104 107 . 106
Africa (6 countries) . . . 25 29 24 26
Argentina Ce e 59 52 53 40
Australia . . . . . 42 31 37 - 25
Total (42 countries): 909 890 842 809

This table shows that the development of European wheat
production has suffered a relapse, the output being 40 million
double hundred weights less than in the preceding year and
30 million double hundred weights below the pre-war
average. Since the population of the capitalist countries of
Europe has in the meantime increased, the supply of bread
from home production has become less, all the more so seeing
that the rye yield has suffered a yet much greater decline.

Rye (in millions of tons):

Average
1926 1925 1920/24 1909/13
Europe (23 countries) . . 201 235 181 247
America (3 countries) . . 14 17 24 . 10
Total (26 countries): 215 252 205 257

In this case '1he deficiency in comparison with pre-war
amounts to 41 million double hundred weights, while the
difference as against 1925 is 37 million double hundreds weights.

The deficiency in the harvest of Europe in gegard to b}'ead
cereals is more than made good by the greatly increased yields
of America and Australia. Argentina and Australia, taken to-
gether, have, in particular, the prospect of so great a harvest,
viz., 101 million double hundred weights as has hitherto oply
been realised on a single occasion, i. €. in the year 1923/24.

The outcome of this year’s harvest is thus an increased de-
pendence of Europe on grain supplies from overseas, which
naturally means a shifting of the financial and foreign trade
balances in favour of oversea countries. )

Taking into consideration the expected increased export of
grain from the Soviet Union, the alimentation of the world
" %) “Times” of December 22nd, 1926. .

38) Bulletin of the Roman Agrarian Institute, December 1926.
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with this commodity may be said to be on the same level as
last year. The fodder crops are somewhat smaller, as will be
.seen from the following figures:

World Output in Millions of Double Hundred

Weights:
Average
1926 1925 1920,24 1909/1
Barley. . . . . . . . 255 270 228 245
Oats . . . . . . . . 523 550 4389 491
Maize . . . . . . . . 87 004 868 847

The European crops are somewhat larger, the oversea crops
slightly smaller, than was the case in 1925.

As regards price formation, the substantial rise in freight
rates by reason of the British coal lock-out caused a correspon-
ding increase in ithe difference between the prices quoted by the
oversea exporting countries and those paid in the dimporting
couniries of Europe. 1he following table illustrates the price
development in gold francs: .

Grain & Cotton Prices in Gold Francs
per Double Hundred Weight:

Average Sept. Early Dec. Sept. - Dec.
1913 1925 1925 1926 1926
Wheat
Winnipeg . . 1676 2990 3157 2773 25.64
Chicago .. . . . . 17.19 2094 3423 2490 27.16
Argentina (Baletta) . 19.03 — 3461 — 26.77
Liverpool (Manitoba) . 2090 3215 3693 3099 33.60
Berlin (Brandenburg) 24.28- 3085 31.85 3235 33.64
‘Rye '
Minneapolis . 1155 1785 1959 1877 19.08
Berlin . . <2051 2184 20.12 2531 2870
Barley I
Winnipeg 1095 1643 1440 14.07 13,58
Chicago . . . . . 12.14 1547 1595 1238 13.81
London (American) . 1518 2137 20.16 1946 21.72
Oats . ,
Winnipeg 1143 1791 1647 1637 18.46
Buenos: Aires . . . 12.08 © 17.20 1629 1391 11.86
London (La Plata) . 1557 2150 21.61 17.81 22.41
~Maize
Chicrgo . . 13.11 2061 1637 16.07 1551
Buenos Aires . . . 1148 1895 1757 14.02 11.02
Lonion (La Plata) . 14.19 2177 2114 1714 17.67
Cotton
. 14498 249.76 22234 20246 123.46

New Orleans

In general, the price level on the world market shows a
sinking tendency as compared with the preceding year. Germany,
where the price-augmenting influence of the grain duties and
of the export-permit system did not make itself fully felt until
the year 1926, forms an exception. ) )

The: attempts to influence wheat prices by the formation of
: extensive selling organisations in oversea countries will be dis-
cussed in another section of this report. "

WORLD SHIPPING AND SHIPBUILDING.

The long coal lock-out brought unexpectedly good business
for shipping. The freight index of the “Economist” shows the
fsllowing development:

(1913 = 100)

1925 1926

. April . . . . . . . 104 88
“  September . . .. 98 113
October . . . . . . 99 157
November . . . . . 102 169

December . . . . . 105 . —

. For the first time during the last five years, the freight
inJex, thanks to the lock-ont, exceeded the wholesale index and
rendered pnssible a profitable exploitation of the available bot-
toms. Thanks to the exceptional business conditions, the idle
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tonnage was greatly reduced, receding .in England alone from
859,739 on July 1st to 371,000 on October 1st.

This improved state of affairs is not likely to be of very
long duration, since there are far more available ships than
before the war, while the world’s commerce has diminished.
On the other hand, the ships grow older; indeed, most of the
ships in use are at present far older on an average than was
the case before the war. An increasing number will therefore
have to be scrapped.

This process is accelerated by the progress of technical
science, which makes the new vessels more economical to run
than the old ones. We are thereforce faced with a threefold
development:

Firstly, the owners of the old ships appear to recognise
that, during the presumable existence of the latter, shipping is
not likely to be so exceptionally good as to allow of a pro-
fitable employment of these antiquated vessels. They are there-
fore willing to weed them out and scrap them.

Secondly, thereis a very extensive tendency towards amalgama-
tion, both among the shipyards (in Germany) and among the
steamship companies in existence in Germany. In England, a
few weeks ago, the White Star Line was repurchased from
Morgan by the Royal Mail Line for seven million pounds

-sterling. By the purchase of this line, possessing and controlling

a total tonnage of 800,000, the Royal Mail Line has become one
of the greatest steamship companies of the world, since it now
possesses or controls 2.5 million tons of shipping.

Thirdly, shipbuilding is looking up slightly, since inter-
national competition necessitates a renewal of the bulkheads. The
building orders issued both to British and to German yards
grew considerably during the last few months.

Concentration of enterprises, a writing off and scrapping of
old tonnage, and thé new construction of up-to-date ships for
the purpose of keener competition among the companies, are
the salient characteristics of the present situation.

Il. Special Section.

Germany.
A YEAR OF PROGRESS?

A year of progress — that is what the annual report of
the “M:gazin der Wirtschaft” calls the economic year 1926 for
Germany. And most of the bourgeois and Social Democratic
reviews echo this opinion. Nevertheless, the number of un-
employed in receipt of relief figured as follows:

Close of 1925 1,486.000
Close of 1926 1,745,000

While the bourgeois press, therefore, speaks of a year of
progress, unemployment figured far higher at the close of the
year than at its commencement. It was a year of progress for
the capitalists, a year of continued misery for the German

working class.

- If we consider the development of German economy in
1926 in general and in the last five or six months in particular,
we ocan indeed speak of progress from a capitalistic standpoint.
Production increased in practically all branches. So did un-
employment, whereas wages remained unchanged, so that the
exploitation of labour and with it surplus value also increased.
The cases of bankruptcy and public controllorship were fewer
in number than before the war. The rates of securities on the
Stock Exchange have for a year past shown an 2lmost uninter-
rupted rise, In the first few days of 1927, the bank rate was
reduced to 5 per cent. In short, there are, or would appear to

. be, all conditions for ensuring high profits to the German

capitalist class. We subjoin certain figures in illustration of this’
development.

Coal, Iron, and Steel Production.

Monthly average }é?):% Lignite Coke Iron Steel
Mitlions of Tons Thonsards of Tens
1925 .. . . . . 111 11.6 2168 858 1016
1st Quarter 1926 . 11.1 11.7 2079 679 852
2nd Quarter 1926 . 109 104 1966 708 916
3rd Quarter 1926 . 12.9 115 2100 832 1101
O-tober 1926 . 13.5 13.§ g’;’gg ggg };Zill
3 1976 135 12. 7
November > 1065 1209

December 1926 . — . —
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~ No comprehensive data are to hand in regard to the
finishing industries, but there appears to be no manner of doubt
but -that output has increased in these branches, too.

INCREASED EXPLOITATION OF THE WORKERS.

The larger output in German industry was effected with a
reduced number of operatives by a pronounced augmentation of
productivity and before all of the intensivity of labour. Some
figures serve to show the increase in working output in com-
parison with the preceding year and with pre-war times.

In the Ruhr mining industry the following quantities, in
ktiiti)igrammes, were raised per shift and per head of the total
stafls: : . '

' w3, . .. ... .. .. 0943
1925. . . ... . . . . . 946
June to September 1926 . . 1135

This represents an increase over the preceding year of
roughly 20 per cent. : '
. Crude Iron Output. The daily output per worker in the
autumn of 1926 stood at 126 per cent., on the basis of 100 to
represent the level of January 1925. '

Crude Steel Output. As compared with January 1926 (= 100)
the autumn of the same year showed an output of 133 per cent.,
or an increase of from 25 to 33 per cent®).

Textile Industries. In the summer of 1926, the Union of-

-Christian Textile Workers of Germany instituted an inquiry into
the state of affairs in the spinning and weaving mills. The main
returns published in this connection we here reproduce from
the columns of the “Rote Fahne” of December 23rd, 1926.

Cotton Spinning Mills.

Number of Concerns Surveyed . . . 21
Number of Spindles: :

1914 e e 054,234 Increase

1926 e 731,016 82,782 = 125%
Number of Operatives (Men and

Women): :

1914 13,624

1926 . 13,906 282 = 2.0%
Number of Clerks: :

914 . . . . .. 0L 639

190 . . ... 000 895 256 — 45.0%
Number of Managers: )

914 . . . .00 oL 22 :

196 . . . . . .. ... 32 10 = 45.0%

‘ Cotton Weaving Mills.

Number of Concerns Surveyed . . . 4
Number of Looms:

1914 20,914

1926 e 21,064 1,000 = 5.0%
Average No. of Revolutions of Looms

per Minute

1914 . . .. L0000 L 155

1926 . . . . L L 0oL L 165 10 = 65%
Average Efficacy of Looms . + 72.0%
Number of Operatives (Men and

Women):

1014 . 16,542

1926 . 16,980 438 = 2.6%
Number of Clerks:

1914 . . . . . L0 874

1926 .. 1,168 204 = 33.0%
Number of Managers:

1914 .. ... . . . ... 33

1926 . . . . . . Lo 42 9=213%

We see from the above figures that the increase of the
working output was far greater in the heavy than in the textile
industries, which is probably to be attributed to the fact that of
—_Tsz’_)—'fvﬁe—ﬁgures are taken from the “Bericht der Reichskredit-
gesellschaft” in Berlin.

late no important technical innovations have been introduced in
the latter branch of economy, while in the case of the heavy
industry the efficacy of ihe furnaces has been greatly enhanced.
In an average month of 1913, 2u4 furnaces proauced about
10 per cent. less steel and iron than 104 furnaces in November
1920, which means an increase of the output per furnace by"
100 per: cent. !

Despite this greater intensity of work, wages are, even ac-
cording to bourgeois calculations, only a little higher now than
a year ago. On an average the weekly wage in the case of a
regularly employed worker, on the basis of 100 to represent the
level of 1913, stood at:

Skilled Worker

127.7
1314

Cost of Livingﬁl
143.5
142.2

Unskilled Worker

141.5
145.7

October 1925
October 19260

Taking into consideration the tfendency of all bourgeois
reports to show the position of the worker in‘a better light,
we may safely say that the real wages of the workers are no
higher to-day than they were a year ago, and that the working
class of Germany receive no share from the increased producti-
vity and intensity of the work itself, quile apart even from the:
great volume of chronic unemployment. ‘

We are again and again faced with the question as to how
such a development is to end. This is at the same time a
question as to the effects of “rationalisation” and as to the
future destiny of the German working class.

Fritz Naphtaly, a bourgeois writer in close touch with the
Social Democrats, writes as follows on this problem in the
“Frankfurther Zeitung” of December 28th, 1926:

“Wherever the system of rationalisation is put into effect,

it invariably puts wo:kers out of employment. H, however,
by way of a lowering of initial costs it works out at a
lowering of prices, it will lead to the extension of marketing
possibilities and thus to an increase in total production,
which again absorbs the unoccupied workers, though pos-
sibly changing their field of activity. The rapidity with which
this process of a translation of rationalisation into a reduc-
tion of prices and enhanced. production can be effected, is
perhaps the most important factor among the crisis phe-
nomena of the labour market.” :

As a matter of fact, however, the system of rationalisation
proceeds under circumstances which prevent a diminution of
prices, for the reason that

Firstly, the main element making for price reduction, viz.
competition, is lacking, seeing that the bulk of German industrial
production is carried on in monopoly organisations, and

Secondly, price reduction is, and has been, hindered by the
protective duties, which at the same time exclude a competition
of foreign products on the German market and, in the form of
agrarian duties, increase the ground rents and artificially force
up prices. Thus we may see that during the last year the total
index of prices has hardly altered. While the prices of agrarian
products have risen by 10 per cent. by reason of the agrarian
duties, the finished industrial products have only grown cheaper
by about 6 per cent., a reduction which is by no means likely
to bring about any radical changes in market conditions as would -
lead to the re-absorption of the unemployed masses.

Wholesale Price Index of the Statistische
: ‘ Reichsamt L
On the Basis of 100 to represent 1913)
Agrarian Finished Indus-

. Total Index*®)  Products trial Products
December 1925 139.5 130.7 135.8
July 1926 . . . 133.1 128.7 128.4
September 1926 . 1349 ° 134.1 1299
October 1926 . . 136.2 139.7 1285
November 1926 . . 1371 142.8 128.3
December 1926 . . 137.1 143.8 1284
Unemployment.

The unermplbvment figure, which showed a downward ten-
dency as from February 1926 onwards, has, as pointed out above,

) New system of calculation.
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been growing rapidly during the last few weeks, and in No-
vember already exceededthe level of a year ago. The number

of workers in receipt of unemployment benefit was as
follows:
1625 192
Dec.  Febr. July  Sept.  Oct.  Now. Dec.
(in thousands)
1486 2057 1652 1395 1308 1369 1745

The actual number of unemployed is naturally much greater.
Besides these unemployed workers in receipt of benelit the
“Reichsarbeiterblatt” of November 15th makes mention of
124,000 on reliet work. Apart from this, the number of those
who have run out of benelit or accorded emergency relief, and

" of such as had received no support at all, amounted to several
hundred thousands. Certainly the number of the fully unemployed
round the end of the year must have figured at more than two
millions*?). No comparative pre-war data are to hand, but
according to the calculations ot the “Konjunkturinstitut” in
regard to the unemployment in the trade unions, there must
have been an average degree of unemployment of 200,000 or
300,000 persons. ) :

The bourgeoisie seems to accept the fact of great unemploy-
ment with considerable equanimity, basing its hopes on its own
generally . satisfactory position and on the tendency towards
improvement in economy as seen by itself. We may here quote a
few figures from the very reliable sources of the Reichskredit-
anstalt®?), The formation of proprietary capital in Germany
figured somewhat as follows in millions of gold marks, reckoned
on a basis of present values:

1913 11,900
1925 6,400
1926 6,300

“According to this estimate, the present formation of
capital is about half that of the latest pre-war year.”

In the first ten months oif 1926, savings deposits increased
cn an average by 110 millions monthly. At the close of 1926, the
total of savings could be estimated at somewhat more than
3,000 million marks, or almost the double of what it was at
the close of 1925. .

The emission of inland securities in 1926 amounted to about

4,316,000 million gold marks, or four times the pre-war figure.

“The emission activity was greater this year than it has

ever been since the stabilisalion, and even allowing for

monetary depreciation barely falls short of the average of

the last five pre-war years, if the smaller territory of the
country is taken into account.”

In the first nine months of the year, securities were issued
in Germany for foreign couniries to the value of 31 million
marks. This means a recommencement of the export of capital,
even if on a very moderate scale, since in 1913/14 securities to
a total value of no less than 751 million marks were emitted in
Germany ' for purposes of. capital exportation. As against the
modest capital exports of 1926 there stand capital imports to
the value of 1778 million marks. The total of foreign loans
entering the country was therefore this year almost 500 million
marks greater than in 1925, in spite of which fact there is said
to be an exportation of capital of rcughly 1000 million marks
in 1926. This was caused mainly by the fact, that, in its expor-
tation transactions this year, German industry allowed credits
of from three to twelve months, in some cases even longer.

Even more than by these signs of an undoubted improve-
ment in German economy, the German bourgeoisie is encouraged
by two other significant factors. wiz.

4) On December 15th. the number of persons seeking work
at Labour Exchanges as keep a record there of, amounted to
2,007,435. Several dozen Exchanges issued no reports. It may
be presumed that under the present circumstances few workers
‘already in employment report at the offices for work, so that this
number may be taken to represent the actual number of the
then unemployed.

42) Deutschlands
1926/27 (m. s.).

Wirtschaftslage an der Jahreswende
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Firstly, the very pronounced decline in the number of in-
solvencies and control of undertakings by creditors since March
1926. In the month of December there were only 446 insolvencies
and 119 cases of control by creditors, this number being far
smaller than the corresponding figure for 1913, when there was
an average of 800 insoivencies monthly, :

Secondly, the uninterrupted boom in all securities, especially
industrial shares, throughout the year. The quotations of prac-
tically all shares doubled during 1926, and in many cases trebled,
apart from which they are far higher now than at the commence-.
ment of 1925.

This vigorous upward movement of the Stock Exchange
rates is a retlection on the one hand of the increased exploitation
of the workers and of increased production of surplus value,
on the other hand of the fact ihat the rates of interest charged
for loan capital receded more and more in the course of ihe
year under review which also influenced the rates of shares and
of securities with a fixed rate of interest. At the same time, there
is a strong speculative element in the development, as is best
revealed by a comparison of the real rates of interest of the
shares of various industrial enterprises. The actual interest at
the close of 1926 was as follows:

. Slgythe case of land-mortgages and industrial debentures
0. 0. .

In the case of shares with fixed rates of interest where the

last dividend is taken as a basis, e. g.:

31%
2,3%

I. G. Farbenindustrie
Deutsche Erdol

A number of enterprises which paid no dividend at all last
year, are now far above par, e. g.:

Dynamit Nobel . . . . . . . . . 154
Koln-Rottweil . . ... . . . . . . 158
Schering . . . . . . . . . . . . 230
Riitgerswerke .. . . . . . . . . . 132
Holzmann-Bauindustrie . . . . . . 163
Deutsch-Luxemburg . -. . . . . . 170
Gelsenkirchen . . . . . . . . . 172
Harpener . . . . . . . . . . . 19

On the other hand, there are enterprises with a rate of
interest of & per cent, as e. g.:

8,8%
8,1%

These figures betray the decidedly speculative character of
the boom of 1926. The profits fo be made in the future by means
of the increased formation of trusts have already been anti-
cipated in the rates of the shares. This fact also characterises the
fundamental tendency of the development in Germany of: late,
which is favourable to the capitalists at the cosi of the working
class and the petty bourgeoisie.

Continental Kautschuk
Miag Miihlenbetrieb .

THE FORMATION OF MONOPOLIES.

The general tendency fowards the formation of monopoiies
has made further progress in the course of the last few months.
A number of new cartels have come into being, among them a

combine of rolling-stock works, extensive amalgamations in

shipping and shipbuilding circles, a combine of German rotation-
machine manufacturers and the like.

A circumstance of special interest*in this connection is the
simultaneous development in two directions. On the one hand,
the enterprises of the same branch of industry combine horizon-
tally to form cartels; on the other hand there is within these
cartels a trustification among the individual undertakings, so
that certain combines subsequently govern the entire cartel. A
typical instance in point is the union of steel works, which, by
means of the combination of the Central German works Linke-
Hoffmann and Lauchhammer to form the Mitteldeutsche Stahl-
gesellschaft, and by the subsequent merging of some other
enterprises, 'is to-day practically in the possession of a majority
in the iron and steel cartel. There is thus a double tendency to
monopoly building, domination of the cartels by the combination
of enterprises in the same branch. The same development may
be observed in the potash cartel, in which two trusts are at
present contending for domination.
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AGRICULTURE.

The final official estimates in regard to the German harvest
of 1926 show that the crops fell far short of those of 1925
and still further short of the pre-war yield. The actual returns,
calculated for the present territory of Germany, are as follows3):

Average

Thousands of tons 1926 1925 1911/13
Wheat . 2,598 3,217 3,765
Rye . 6,400 8,063 9,585
Oats 6,325 5,585 7,680
Barley . 2,131 2,282 2,870
Sugar-Beet 10,495 10,326 13,986
Clover . 8,589 9,051 7,535
Lucerne R 1,699 1,515 1,193
Irrigated Pastures 1,627 1,635 2,110
21,631 20,968 20,579

Other Pastures .

In agriculture, a process of differentiation appears to- be in
rapid progress. The increase of the agrarian duties and the re-
introduction of the system of export licenzes has forced up
grain prices, bringing about reversed “scissors” in the case
of Germany. This mainly benefits the large landed proprietors
and richer peasant farmers, who at the same time take advantage
of the present lack of employment for the purpose of systema-
tically pressing down wages, and further increase their profits
by employing the yet cheaper Polish workers.

On the other hand, the situation of the small peasants
appears to be very unfavourable. Under the heading “Disastrous
Figures”, the “Bergwerkszeitung” ‘of November 2nd, 1926, writes
as follows: - : :

“Within the last six months, no fewer than 138 peasants’
farms in Brandenburg have come under the hammer as

a result of the insolvency of their proprietors. In the Pro-

vince of Saxony matters are still worse, for in a single

one of the thirty-nine circuits, that of Oschersleben, there
are 65 peasant undertakings the proprietors of which had
to quit their holdings on account of bankruptcy.”

These are only promiscuous figures, since comprehensive
data will not be available until the publication of the next
statistical yearbook. ‘ . R .

FOREIGN TRADE.

- Germany’s foreign trade has in the last six months again
resulted in a deficit. True, -exports have been pretty considerable
during the last few months, imports, however, have risen yet
niore. ‘

Imports & Exports (Goods Only) in Millions of

Marks. .
(Present-Day Values)

1926 Imports Exports Balance

1. Quarter . 2014.3 2501.4 +.487.1 -
o, . 22178 2267.8 + 500
111 » 2672.1 2491.6 — 1805
October . 990.1 879.8 — 1103
November - . 990.7 876.3 — 1234
December 1059.5 832.5 —227.0

Ii the foreign trade is divided up into foodstuiis, working
materials, and industrial articles for exportation, it will be seen
that the surplus in the case of the exporting dindustries has
grown continually smaller of late. The export surplus of these
industries has shown a constant decline since March. We re-
produce the following figures®): ,

The Export surplus of the exporting industries amounted to:

January - 2438 July . . . 2118
" February . 2824 August . . . 196.5
{ March . 442.6 September 156.1.

‘Aprit 204.2 October 101.3

May 256.8 November 82.2
~ June 188.9

43) “Frankfurter Zeitung” of December 17th, 1926.
) “Deutsche Allgemeine Zeitung” of December 22nd, 1926.

The value of exports in these industries have changed very
little, amounting on an average to 700 million marks, whereas
imports rose between February and May from about 400 millions
to. 624 millions.”

This brings up the question as to the further development
of German economy. In our last report, we dealt with this matter
in great detail and came to the conclusion that it was only
either a spasmodic spurt on the part of German economy in
advance of that of its competitors, or else an all-round impro-
vement of European economy that could enable Germany, by an
increase of its industrial exports, to procure the necessary
means of subsistence for its growing population and to pay off
its reparation debts. Satisfactory as the development of German-
economy in 1926 may appear, it is not decisive for the solution
of this fundamental problem of economics. On the contrary, the
above figures show that Germany has not succeeded in increa-
sing its share in the industrial exports of the world nay, that it
has, indeed, receded not incoasiderably of late.

The result of this situation is a pronounced lack of clarity = -

in the ecomomic aspirations of the German bourgeois classes.
For a time, part of the German industrial bourgeoisie appeared
to be in doubt as to whether it would not be more advisable
that the alliance between industry and agriculture for the pur-
pose of common customs protection should be replaced by a
reduction of the agrarian duties with a view to a further
decrease of wages and an increased competitive capacity of
German industry on foreign markets.  ‘This idea, however,
appears to have been dropped again latterly. On the other hand,
there are serious differences of opinion within industrial circles
in regard to the manner of dealing with the labour problem;
part of the industrialists desire some form of class collaboration
with the trade unions and to co-operate with the Social De-
mocrats, so that with the help of these factors wages may be
maintained, or rather kept down, at a level in keeping with
the requirements of the German capitalists. Another section of
the big-bourgeoisie would be glad to return to the pre-war
method of a non-recognition of the trade unions and to develop
the system of yellow company unions. A similar uncertainty
prevails in the matter 'of foreign loams. While Schacht has
declared against the raising of foreign loans for “unproductive
purposes”, other economists, e. g. Julius Hirsch and the “Frank-

turter Zeitung” (of October 23rd; 1926), are of opinion that the. -

raising .of foreign -loans will continue to be an advantage for
Germany, since the profit to be derived in the country itseli by
means of the imported capital is greater in their opinion -than
the interest due to foreign countries, while the question of
transfer is a matter for the Transfer Agent but not for the
German capitalist to decide. ‘

The rapid succession of Government crises is the outward
reflection of the fact that the ruling classes in Germany are
uncertain and tentative by seeking their way in regard to their
economic policy in the near future. '

The problem of German economy is by no means solved,
and the great increase of unemployment around the end of the
year proves how badly off Germany still is in an economic
respect in general, even if the bpurgeoisie feels that the past
year has been a profitable one for it.

Italy. -

It is very difficult to form a clear conception of the-
economic situation in Italy under the Fascist regime. Not only
the reports of the Italian press, but also the articles of the"
Italian correspondents of foreign newspapers are tuned to the

same key; they constantly reproduce the same details and views, . '™

which have obviously been dictated to them by the Fascist
Government. And even the foreign correspondents fear for their
lives if they dare to criticise the Fascist economic policy. It is
only in a few individual cases that here and there, hidden
between the lines, one can discern any other view than the
official view.

Italy is at present in the early stages ol the stabilisation
crisis. Between the end of August and the ‘end of October, the
rate of the lira rose by about 33 per cent. Sterling was quoted
in August at 150 lire, by New Year it sank to 100, and is at
present oscillating around 110 (112 ou January 21st). It is not
easy to make out in what way this strengthening of the lira
was brought about. The Fascist Government expresses the

’
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opinion_ that the appreciation is a natural result of the sound
economic- and financial condition of Haly, and the depreciation
in the summer of 1926 was merely a parallel phenomenon to the
fall of the French franc. Of the concrete measures taken by the
Italian Government for the support of the lira (transfer of the
Morgan fund to the Bank of ltaly, provision of State advances
for the Bank, etc.), we had occasion to speak in our last report.
Further measures of the same kind were the restriction of the
commercial . credits, general attempts at throttling monetary
circulation, and the like.

During the last few years, the note circulation has developed
‘as follows*):

Note Circulation

Banknotes Ad ‘itional Total
to Acc. of  to Ac¢-. of State (Token)
Comm- rce State Money
Close of 1922 , 9,935 8077 2267 20,279
Close of 1923 . . . 0,492 7154 12428 19,674
Close of 1924 . . 10,871 7244 2400 20,514
Close of 1925 . . . 12,287 7062 2100 21,450
Fnd of Oct. 192() 12,921 4229 1830 20,030

" . As these figures show, the decrease in the note circulation
is insignificant; great quantities of banknotes, however, are
reported to have been hoarded by the population in expectation
of a further rise. These hoardings are said to have amounted
to - 3000, ~million lire®s).

- The .improvement and stabllxsatlon oi the exchange rate of
the lira is attributed to the more favourable. development of
State economy and of the balance of payments. According ' to
the statements of Volpi the Ialian Nﬁmster of Finance,. the
ltalian . State budget figured as follows in the varjous financial
years, endmg respectxvely on ]une 30th:

Budget of the LastFew-Years.
In Millions of Lire.

. . -, Surplus. (+)
Fmanc1a1 Year Reyenue - Expenditure. or Deficit (—)
192223 18,803 21,832 -~3029
192324 - 20,581 20,999 — 418
102425 20,440 20,023 SRS (AR
1925—26 21,043 18 775 2268

The compilation of these figures is obviously frauduleritﬁ ’

That the situation of Italy’s finances is by -no means so
iavourable as it is officially made out. to be, is proved. by the
collection of the so-called Lictorial Loan. This was neither more
nor less than a forced loan. Not only were the financial in-
‘stitutes obliged to employ part of their means for subscription
purposes, but the population was actually terrorised into;. sub-
scribing. In the schools, the children were forced to subscribe
100 lire each; the State officjals, clerks, and workers had part
of their earnings deducted to this end; véry severe pressure was
brought to bear on the merchants, and despite all these efforts
no more than two thousand million lire were subscribed in all.

The raising of the compulsory loan was rendered necessary

. by the very precarious position of the Italian Treasury. In the

course of the last mcnth, the total of short-termed bonds presen-

ted for redemption exceeded by far the new subscriptions or

the prolongations. The Finance Minister was thus forced to
reCOg‘mse the existence- of a “continuous latent danger”.

“An unforeseen 51tuat10n ‘or a caprice on the -part of
the creditors might in such cxvrcumstances enfail gre,:at
disorder in the State Treasury*).”"

‘Even newspapers - favouring the Fascists, such as the
“Deutsche Allgemeine Zeitung” (of January 10th, 1927), declares
that

* “the yield of the loan could only serve in general to replemsh
the .current funds.of the 'Ileasury

45)“‘B6rsen—Coﬁfier” of December 20th, 1926.,?
16) “Frankfurter Zeitung” of December 9th, 1926.
) Quoted in “L’Information” of Jahuary 5th, 1927.

It would therefore seem that the financial position of the
State_is by no means so favourable as is represented in the
official reports®s).

As regards the trade balance, this figured as tollows during
the last few years:

. Trade Balance in the Last Few Years. -

Millions of Paper Lire.

B Imports Exports Balance
1922. . . . . . . 15765 9,302 —.6463
1923. . . ... . . 17,180 11,086 — 6103
1924. . . . . . . 19388 14,318 — 5070
1025 . . 26,173 18,276 — 7897
1926 (9 Mon‘rhs) 20,076 13,032 — 7043

From this we see that, even according to official figures,
the deficit in the trade balance is on the increase.

' THE RESULTS OF STABILISATION,

The effects of stabilisation make themselves felt in the first
place in a rather severe lack of interest-bearing capital.

“The official rate of discount has remained unchanged
at 7 per cent., the Bank of Italy restricting its' discount
business more than ever by means of a qgualitative selection,
On the other hand, the private discount rates are very high,
ranging to over 10 per cent.?).”

' Thls development is in keeping with the unusually violent
drop in the quotations of Italian securities, of which we may
quote some instances™):

Movements in the Rates of Italian Securities.

@ o z
£ 8 g =
> e 5 =
R S B
- . ' Z w Q -1
Bank of Italy . . . . . . . 600 1964-. 1820 60
Commercial Bank . . 500 1600 930 65
Italian Credit Bank . 500° 1008 604 50
General Italian Navigation Co. . - 500 835 504 50
S. N. I. A. Viscosa (art. silk) . 200 455, 128 25
Montecatanj (fertilisers) . 100 206 . ..178 . 18
Fiat (automobiles) 200 555 310 30
Edison (electricity) . 300 880 400 42
Ligura Lombarda (sugar) 200 799 430 24
Beni Stabili (constr. co., Rome) 200 1183 550 30

The following index, compiled by Professor Bachi and sho-
wing the, rates of 1niustr1a1 shares on the basis of 100 to re-
present .ihe rate of, December 1013, demonstrates even’ more
strikingly " the pronovnced fall of these securities in the course
of the year under review.

N '."

Movement in the Rate of Industrial: Shares

L s

2 2 L2

- - £ % 3

Sei . .. Coffon, & .5 Z = 5
Detember 1925 13910 4426 10148 8988 1963 1788
Juhe 1926 . 10986 " 311.8 7187 . ‘8070 173.0 1578
September 1926 9281 358.0 517.2 63977 1693 135.7
October 1926 7633 3454 366.9 501.1 1549 1163
7802 - 3526 - 3573 ' 5103 1542 1154

November 1926

This table shows that it is just the shares of the typical
export industries like cotton, silk, motor-cars, which have suffered
the .most serious drop.

13) AccordmO' to private information, ‘the Treasury is satd
to have been in possession of no more than €0 million lire on
the day of the attempt on the life of Mussolini.

) “Wirtschaftsdienst’ of November 19th, 1926;

30y “Economlst” of Jatuary 8th, 1997.



No. 15

International Press Correspondence

309

Since then the rates have receded yet further, so that the
last dividend distributed on industrial shares already figures at
10 per cent. of the quoted value. The fall in the rates is owing
to a double cause, firstly, lack of funds, and secondly, the
deterioration of the business position as a result of stabilisation.
No numerical data are to hand in this connection as yet, though
we have a series of individual indications. The Italian industry,
fostered by inflation, low wages, and special subsidies on the
part of the State, will now, similar to the French industry, be
obliged to prove its viability under conditions of a stable
(f:urrency. The stabilisation crisis has. certainly set in in full
orce. :
-~ The number of officially returned unemployed is rapidly
increasing. Expressed in thousands, it figured as follows:

June July August September October November
83 80 83 89 113 - 149

The actual number of unemployed is probably far greater.
Instead of a discharging of workers, very many firms are intro-
ducing short “time. On January 6th, 1927, ‘the pro-Fascist
“D. A. Z.” wrote: '

“The economic crisis has become acuter of late. The
cotton and silk industries have decided to restrict pro-
duction. . In other branches of production too, as e. g. in
the automobile industry (Fiat) and.in the rubber industry

(Pirelli), workers have been discharged or short-time has

been introduced. The only industry which is still well oc-

cupied is shipbuilding, thanks to Government aid.”

The “Bergwerkszeitung”, which
made the following 'statement on January 5th, 1927:

“Aggravation of the Italian Economic Crisis. The Con-

gress of Lomband Cotton Spinners has resolved on the

“founiation of an Italian cotton trust for the purpose of

eliminating the acute overproduction prevailing in the

Italian cotton industry and of regulating the ratio of pro-

- duction 16’ consumption. To this end, the introduction of

‘short-time work is contemplated, in the same way as it
is already in practice in the automobile industry.- At the
same time, representatives of the Lombard cotton industry
waited upon Mussolini with an appeal for measures for
¥ i{lfe' prevention of a serious ecomomic catastrophe. The Mi-
“nistry of Economy has worked out a decree providing' as

far as possible for the elimination of foreign competition’

iin Italy. In all orders and in the invitation of tenders, pre-
“ference is under all circumstances to be given to the home
industry.” oo

~ According to reports published in the “D. A. Z.”, during
the last two months the crisis has also spréad to the iron and
steel ‘works ani the rolling mills (January 4th, 1927). On De-
cember 30th, 1926, the Union of Wool Spinning and Weaving

Works resolved to reduce the working week froi 48 to 40 hours..

The TMtalian industrial bourgeoisie is extremely loth to

renounce its< increased opportunities for compétition abroad;

-which it owed .to the slow inflaton of the lira. This class is
therefore attempting to persuade Mussolini to change his our-

rency -policy. ; . , :
© - » “Several deputations have recently been sent to Musso-
lini- from Upper Italy and have refurned home’ with the

“impression that the dictator is not impervious to the ne-

cessity of "certain’ restrictions to the appreciation of the
lira as an object of economic policy in favour of other
essential factors, such as export trade and the provision of
cagpital abroad®).” '

‘In other wornds, this means that Mussolini is indined fo

yield to the pressure of the ltalan industrialists in regard to the
development of the valuta. Possibly the deterioration .of the
Italian exchange rate, which ensued during the first few. weeks
of the new year, is to be attributed to this same pressure.

Prices are slow to follow the changes in the currency rate,
and wages lag yet further behind prices, so that even according
to the obviously exaggerated figures in official returns, the
wages .of the Italian workers are still from 10 to 20 per cent.
below the pre-war level. The following table, which is taken
from the new monthly publication of the Office of Statistics,

5t) “Frankfurter Zeitung” of January 6th, 1927.

is likewise pro-Fascist,

contains some indications as to the proportion between . cur<
rency, wholesale prices, retail prices, and wages.

Retail Pri
Gold Value ~ Whol sale Milan (Ist  Wages (1913 -
ot Lira (1913 = 100) 131(‘4”—1%‘(‘)) o= 100) .

January 477.9 658.6 665 I. Quarter: 552
April . 4179.6 636.4 642 1L Quarter: 567
July 575.7 676.7 649
August 589.2 691.3 652} I11. Quarter: 584
September 528.1 682.8 647
October . . . 4709 654.6 672
November 15th. 468.3 645.2 —

In one of our next surveys, we shall atiempt to enter in
greater detail into the results of the Fascist regime as regards
economics, supposing this to be at all possible in. view of the
lack of reliable material. :

France.

The present economic situation in France may be looked
upon as the commencement of the stabilisation crisis, in which
connection a very marked difference is to be observed in com-
parison with the development in Germany. We here reproduce”
the figures relative to the currency development.

a S S~ 5
55 T~ o83 s 2 23
1% 22 sz & §5~
S 82 83T e x $x%
5g 5T 2535 &8 5 =S5
we Z& afx <o m BE=
July 24th (peak) . 240  57,260%) — - = =
July . . .0, 0199 56020 899 376 60 854
September -. . . 170 . 55,010 8.01 36.9 15 804
Octtober .. 166 54,580 747 36.0 15 767
November . . . 141 53,330 7.41 369 - 75 698
December . .-. 123 - .52010 . 649 362 .65 041
Jan. 1927 (stable) . 1225 52,810 —- 342 — -

The. above table reveals the following facts:

1. .The fiduciary circulation is declining.

2. The credits granted the business world by the note-
bank are on the decrease, though in a somewhat smaller measure
than the appreciation of the franc. o ,

3. The Government has succeeded for the first time in
actually putting through the annual redemption of two thousand
millions provided - for in a law of the year 1920.

4. The fall in prices remains very far behind the improve-
ment in the exchange rate of the franc.

REVALUATION OR STABILISATION.

The pronounced appreciation in ihe rate of the franc encou-
raged most rente holders to hope that France would be able
to return to gold parity, as Great Britain, Holland, and Scandi-
navia had done. Poincaré was altogether silent on this point.
He needed the sympathy of “public opinion”. But in the business
world a:violent reaction soon set in against a further deflation.
The cry was heard that “the appreciation of the franc would en-
danger stabilisation”). Fougere, Chairman of the powerful
«Agsociation Nationale d’Expansion Economique”, voiced this
sentiment as follows:: )

“The restoration to its original level of a currency which
has lost six sevenths of its value, is a delusion, and the
attempt is bound to have the most serious. consequences for
economy. It is only stabilisation that is desirable”s?)

The economic crisis entailed by the appreciation of the franc:

has given the opponents of revaluation, and that is to say prac-
tica]l%r the entire big-bourgeoisie, the upper hand.: The adhgrents

52) Maximum circulation on January July. 5th, 1926. i

53) 7. B. Bonnet formerly French Finance Minister, “Bbrsen
Courier” December 30, 1926. o

52) “Information” . December 30, 1926. The Association
itself expressed the same view on 10th December.



310

International Press Correspondence

No. 15

of revaluation retired to the standpoint of a “gradual return to
original values”, which means that the rate is to be stabilised at
a certain level, which will, however, be abandoned later on. A
fresh revaluation will then ensue, followed by another stabili-
sation at a higher level. This would be repeated until the gold
parity was regained.®®) The theory obviously aims at pacilying
the rentiers, who have lost four fifths of their fortunes, and at
inducing them to support a provisional stabilisation. '

Since December 23rd, the “actual stabilisation” provided for
by the Committee of Experts has been in force, the Bank of
France since that date negotiating sterling at an exchange rate
of 122,50 francs to the pound, and dollars at a corresponding
rate. Whether this rate represents the final stabilisation figure
it is impossible at present to say.

THE STABILISATION CRISIS.

The crisis of stabilisation has set in in full force. It is based
on the price level attained by revalorisation, a level above that
of foreign countries. In the second half of the year, the price index
figured as follows: .

At the close of the respective months of:

uly
November
December

August
September
October

. 7133 722
. 1074

. 902

743
912

744
808

698
700

648
628

Home Produce .
Imported Goods

The “scissors”, which in July showed more than 300 points
(50 per cent.) in favour of France and formed the basis of the
clearance-sale business so largely carried on, discontinued in No-
vember, and changed in December into ‘“scissors” working in
favour of foreign goods. This led to the crisis. - g

“The following statements of the “Usine” are characteristic of
the high inland price level*®). A French constructional-firm had
turned down the tender of a French factory. (150 francs per
100 kilogrammes) and had ordered the goods from Belgium. The
Bélgian firm, however, had to pay 12 francs freight and 34 francs
customs on 100 kilogrammes, so that the net price which resulted
for that quantity was less than 104 francs! In supplying rolling
stock to England, the French were underbid by the Belgians by
20 per cent. .

So that export trade should not artifically be rendered yet
more difficult, the turnover tax on exported goods was repealed
provisionally until the end of December in response to an appeal
by the bourgeoisie.

Added to the high prices,.there are high rates of interest.
Curiously enough there is no mention of these latter in the French
press. The Paris correspondent of the “Journal of Commerce”,
however reports®):

“The Bank of France is now charging 9'/; per cent. for
loans on first-class security, while the lowest rate charged
by other banks is as a rule 10/ per cent. French business
people, who are more than ever in neéd of credit at present,
offer their banks 12 or even 15 per cent. interest, but are
turned down on the plea that there is an acute stringency of
‘money.”

The price drop has also led to serious internal difficulties.
The merchants are refusing to take the goods ordered at a higher
price level. This is particularly the case in the textile industry,
where business is consequently coming to a standstill. The
“Association Nationale d’Expansion Economique” was forced on
December 10th to appeal to the ‘“traditional homesty” of the
French business world®®). :

Al this has been of little avail. Business is becoming worse
and worse, and the reports are gloomier from week to week. At
the beginning of December there was talk of a “perceptible slo-
wing down of retail trade” and of the petering out of orders

55) The main advocates of this senseless theory, which would
lead to a perpetuation of the crisis, are L. Romier in the “Figaro”
and Professor Nogaro. For demagogic reasons, Poincaré re-
frained from rejecting this nonsensical idea. :

56) “L’Information Financiére” of January- 4th, 1927.

57) November 17th, 1926. o

s8) “Le Temps” of December 10th, 1926.

in industry. There were great stocks of goods everywhere, but
in view of the uncertainty as to the further price development,
everyone was chary of buying®™).

Early in January, the crisis was already in full swing.

“The decline in the degree of activity in industry is not
. equally divided among the various branches. The textile in-
~dustry appears to be hardest hit. Besides the silk industry, it
is the wool trade which suffers most under the results of the
revalorisation crisis, since it has had to close down a num-
ber of works. Short-time or intermittent work has also
become the rule in - the cotton and linen branches, since
new orders come in very sparsely and the old ones are
- mostly worked off. In the lace-making industry, short-time
work is estimated at 35 per cent. In the shoe and leather
industry, there are numerous concerns laid idle, while the
rest ‘are -working intermittently. In the Paris industrial
district various smaller or luxury trades have substantially
reduced their aclivity. The Parisian outfitting trade, in which
home-work: greatly prevails, has. found it relatively easy to
-cut down its production, thus adapting it to the smaller. de-
mand, though it was also obliged to dismiss some of its
workwomen. The glass industry in the North of France is
having a hard fight dgainst Belgian competition. The small
demand has forced the glassworks to close down for one or
two days every week. In view of well-known reasons, viz.,
the British coal lock-out and the European crude steel cartel,
the iron-producing industry has had less to suffer under the.
present crisis. Seeing, however, that the British ironworks
are recommencing to put their products on the international
market, while the French market is wholly crippled, it seems
probable that several furnaces will have shortly to be closed
down. Engineering, on the other hand, is far harder hit.
The export of machinery appears to have come to a stand-
still. The autémobile industry has greatly restricted its out-
put. Not very many workers have as yet. been discharged in
this branch, but short-time work appears to be generally in
vogue. In the Paris district, this industry employs about
250,000 workers, of whom some 15,000 have been dismissed,
while the working hours have been shortened by about 7 or
8 per cent. of their normal length %).”

All other German and English reports on the French situa-
tion are similar in tone, whereas the French press endeavours
to make out that the crisis is of smaller importance and dimen-
‘sions. : -~

The crisis has certainly not yet found particular expression
in the somewhat belated publication of the production and foreign
trade statistics: .

Foreign Trade

Output in Thousands ‘of Tons Imports Exports
Coale) Crude Ion Steel Millions of Francs
August 5500 814 704 5235 5543
September 5518 785 706 4625 5197
October 4569. 816 742 5106 6103
November 5738 790 714 4994 ~ 5320
5945 — — 5123 - 5305

December

We here see the curious case of rising exports._till October
(despite the franc appreciation) over against normal imports.
Probably this was chieily due to consignments on orders. placed
at an earlier date. It is only after the lapse of a certain time
that the crisis can be reflecfed in figures such. as these ).

UNEMPLOYMENT.

After a lapse of many years, France is orice more experien-
cing a serious degree of unemployment. What its dimensions
actually are cannot be well ascertained, for. in France neither the
Trade unions nor the State set up statistics on this score which
could be compared to those kept in Germany or England. Accor-
_Hwﬁ)-;l;:xlletin Quotidien” of December 4th, 1926.

) “Frankfurter Zeitung” of January 14th, 1927.

1) With the Saar District. . . :

¢2) On the other hand, the crisis is reflected in a violent drop
in foreign securities and inland shares. The rate of the French
securities, with a fixed interest, meanwhile, have naturally risen
through the appreciation of the franc.
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ding to the indications of the Ministry of Labour %), at the be-
ginning of January 8 out of 31 urban and 61 out of 233 rural relief
pay offices were functioning! The number of umeniployed re-
ceiving benefit from these few offices was %)

17,178
27,952

on January 6th
on January 13th

These figures are merely of importance for the purpose of
showing the rate at which unemployment increased, since the
actual number of unemployed is jncomparably larger. On the
basis of a circular enquiry, the C. i] T. at the end of December
returned 50,000 unemployed in the textile industry, 10,000 in the
building trade, and 10,000 in the leather -industry. The “Huma-
nité” publishes numerous details in regard to the discharge of
workers in factories with the names of the faciories in question.
The total of unemployed probably amounts to 200,000 or 300,000.

Unemployment is already being made a pretext for wage
reductions. v

“A certain motor-car factory,” writes the bourgeois “In-
transigent” of December 6th, “has reduced its output, but is
re-engaging workers at lower wage rates than it has paid
hitherto.”

The great unemployment is also "reflected in the sudden
re-emigration of foreign workers; in the Hungary of Horthy
large “quarantine camps” have been established for the purpose
of receiving the numerous workers returning from France, where
they are examined as to their political opinions, those who are
suspected of Bolshevism being interned.

State Revenue: The Effects of Poincaré’s T axation Policy.

In spite of Herriot’s participation in the Poincaré Govern-
ment, the Left Bloc has been newly constituted in France .during

the last few months. The tax-revenue returns, however, prove the.

full victory of the big bourgeois financial policy over that of the
petty-bourgeois elements of the Left Bloc.

' Expressed in millions of French paper francs, the French
State revenue figured as follows “):

State Revenue 1925 1926
September 1,770 3,040
October . 2,800 5,020
November . 2,860 4,180
December .. 3,620 3,840
Last 4 Months . . 11,140 10,080
Whole Year . 28370 38,350

In the last four months of the year, roughly 5,000 millions .

more were collected in taxes than in the preceding period; still
more, indeed, since the revenue of the tobacco monopoly has
since October no longer been indicated in the list of State re-
venue items, but passed direct to the redemption fund. In com-
parison with 1925, the surplus revenue amounts to roughly
10,000 million francs; in gold francs, however, the increase is far
smaller. ‘

. The social character cof the Poincaré regime, meanwhile, is
typified by. the following facts. Of the increased revenue of
10,000 millions, 7,400 millions were derived from indirect, and

" only 2,600 millions from direct taxation. In December, the direct
taxes formed roughly one third, and the indirect taxes two thirds,
of the State revenue (without counting the revenue from the to-
bacco monopoly). Thus the French.system of taxation has alto-
gether returned to what it was before the war.

As already pointed out, the Government has succeeded in re-
paying 2,000 million francs to the Bank of France. Besides this
the Government is said to have such a large stock of foreign
bills at its disposal, as will cover all the foreign liabilities of the
State in the year 1927 ¢%). The Redemption Fund has suspended

63) “Le Temps” of January 16th, 1927.

) The unemployment relief. is a mere pittance, viz.,
450 francs a day for the father of a family, still less for the wife
and children, the maximum per family being 12 francs.

) The numeric material is taken from “Le Temps” of
January 16th, 1927.

%) “Bulletin Quotidien” of January T7th, 1927.

the further issue of bonds of from one to three months’ validity
and is redeeming all those that mature, so as to aitain a greater
freedom of action. The Government, on the other hand, is ac-
cepting deposits at 5 per cent, on one menth’s notice, a somewhat
strange procedure which actually amounts to a concealed in-
flation 7).

It is easy to see that there are still many points in French
financial politics which remain unclear.

A renewed inflation is by no means excluded ®), so long as
the stabilisation is not propped up by a large foreign loan, which
will obviously not be possible until after the ratitication of the
inter-Allied debt agreement. The imminent and definitely pre-
dicted leasing-out of the French match monopoly to the “Swe-
dish” (or, as a matter of fact, American) trust is presumably to
be made the basis for an extensive loan.

Great Britain.

The British miners have returned vanquished to the pits. The
British mineowners, vigorously supported by the sham neutra
Baldwin Government and by the Right Wing trade union leaders
have completely gained their objects, viz.:

1. The Miners’ Federation has ceased to be the centre fo
negotiations in regard to working conditions. There is no longer
any “national agreement” and in many parts not even any district

agreements. As the Kent Miners’ Secretary writes ®):

“The men were being compelled to work on dictated
terms posted at the individual pits, and the owners were re-
fusing to meet the accredited representatives of the men to
discuss an agreement.”

2. Working hours have everywhere been lengthened, either

by a full hour, or, in the more profitable districts, by half an

hour.

3. In most of the districts, wages have for the time beihg
been reduced either not at all or only very slightly; it is in Febru-

ary and in the summer that the drastic wage reductions are ex- -

pected to ensue ).

Trade union leaders,‘bourgeois soeial-politicians, and hypé- .

* critical capitalists unanimously declare that the reason of the

defeat was the incompetent leadership of the miners. Had they
immediately accepted the Samuel Report, they would have re-
ceived much better conditions. This is a shameless perversion of
facts. The Samuel Report itseli says that if its suppestions were
carried out most of the British mines would be working without
any profit and some of them even at a loss. Who has the audacity
to ‘assert that the British coal capitalists would for any length of
time have consented to work without profits or at a loss? The

result of “good leadership” would have been that the miners .

would not have been defeated in the struggle but that the same
conditions  would gradually have been imposed upon them
within the same time, withcut a fight. For the position of the

British coal mines is so difficult that even despite the cheaper -

conditions of labour now attained it is very doubtful, as we
pointed out in the general seclion of this report, whether they
will be able to hold their own on the world markets.

The British miner is defeated, but not broken. In spite of the
deleat, the miners’ struggle represents substantial progress in
the revolutionising of the British' working class. One illusion
which held back the development of the revolutionary self-recog-
nition of the British workers: the belief in the State and  the.
Government as institutions standing above classes, has been
scrapped. Although the struggle was to the greatest part finan-
ced by means of the poor law relief granted to the families of
the locked-out miners, it has become apparent to every intelli-
gent worker that the Gonvernment was impartial only in word,
but in fact supported the capitalists with all its power, as was
only to be expected. ’

7) “Economist” of December 25th, 1926.

) The Paris correspondent of the “Frankfurter Zeitung”
(January 15th, 1927) deduces this from the fact that sterling is
quoted higher if negotiated for later delivery.

%) “Daily Herald” of January 7th, 1927.

7). A survey of the contents of all new district agreements is
to be found in the “Economist” of December 11th, 1926. As we
pointed out in the general section, the wage regulations are so
complicated, that the actual reduction of wages is not apparent
to any one other than a specialist in this line.
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The recognition of the class-character of the British bour-
~is Governinent is the most imporiant result of the tremen-
use struggle. But the British pro.etariat has still two great
ssons to iearn before it is ripe for a mass Communist Party
id for revolution. It is placing its hopes on the ballot box, on
Labour 1 arty majority in tne next I‘ariiament, on a Labour

Jovernment “not only 1n office but also in power”. Even the
most honest Left workers, — the non-Communists — entertain
this hope. This hope, this ideology of the ballot box, can only
be destroyed by experience, the experience that tne Pariiameniary
majority of the Labour Party means no difference worthy of
mention in the relation between the working class and the ca-
pitalist class, by the experience that the Labour Party, of which
millionaires like Mosley and Baldwin jun. are .members and
in whiich open adhe.ents of class harmony, such as MacDonald,
Thomas, and the like, have the lead, must needs, even if it is in
office, conduct a policy for the capitalists and against the prole-
fariat.

The ideology of a peaceful general strike, however, and the
belief of many class-conscious trade-unionists that an honestly led
peaceful general strike would be calculated to lead to victory over
the capitalists, must be proved to be a fallacy by experience. Ex-
perience must show the British proletariat that if a general strike
1s honestly led it must lead to armed revolt, if it is not to
be doomed to failure in advance. '

For halt a century the British proletariat has lived the life
of a labour aristocracy. The mentality of this past period
weighs heavily on the minds of the British workers. It must be
overcome by experience in combat.

THE CRY FOR “PEI/\CE IN INDUSTRY”.

In spite of its victory in the coal conilict, the British bour-
geoisie apprehends the danger of a revolutionising of the wor-
.- kers. Hence the slogan “Peace in industry”. The slogan of a
direct fight against the trade unions, as advocated by Joynson
Hicks, Home Secretary and leader of the ultra-Conservative
Fascist wing of the bourgeois party, has for the time being been
relegated to a place of secondary importance. The problem raised
by Joynson Hicks during the coal struggle™): “Who is to govern
QGreat Britain and with what aims is Great Britain to be go-
verned — in the interest of a special branch of industry and
a special class of society, or in that of the nation as a whole?”
has been put aside for the present to make way for the slogan
of peace in industry.

The entire capitalist press is working feverishly for the
purpose of holding back the workers from fresh struggles. For
the price of victory was too high! The fight cost hundreds of
millions of pounds. Great Britain was ousted from its markets.
The deficit of the State budget in the first nine months amounts
to’ 146 million pounds, or 22 millions more than last year. The
. number of unemployed is a million and a half, that of the
paupers almost two millions. In regard to the export of capital,
the United States greatly superseded England in the course of the
year under review. Great Britain’s colonial Empire is faced with
numerous difficulties. In China Great Britain has been forced to
haul down its flag at Hankow and to hand over its exterritorial
settlement to the Chinese. The British bourgeoisie needs peace so
as to carry on an active foreign policy. Hence the campaign for
peace in industry.

It is being cleverly carried on. The “Times”, for instance,
ublishes the following statistics™) in regard to the working days
csth by labour differences in comparative periods of six years
each: ' .
Vorking days
in #illions

1900—1905 16.8
1906—1911 387
1912—1917 71.6
1018—1923 . . . . . . . . 1838
1924 e e e 8.4
1925 e e e e 8.0
1926 (first nine months) . 125.0

The tremendous losses to the “nation” occasioned by labour
troubles are enumerated, and so forth.

1) “Times” of August 22nd, address to the motor manufac-
turers. .
72) “Times” of November Oth, 1926.

The House of Lords has passed a motion of Lord Weir’s™),
according to which “the improvement in the position of Great
Britain must be brought about by a' more vital comprehension
of their own responsibility on the part of employers, employees,
and trade unions.” Similar propaganda is carried on by bishops,
scientists, etc.

Naturally the trade union leaders immediately conform to
the wishes of the capitalists. They also desire no fight. They are
therefore glad to agree to the suggestion of the capitalists, and
zealously work for peace at home and a “central working com-
munity”. We may cite the twe most flagrant cases. In tne De-
cember issue of the “Railway Review”, Thomas' addresses the
railwaymen as follows: '

“You are faced with a serious common responsibility, that of
reconstructing an important public service. This can only be
done saitisfactorily by team work, each category of workers
throwing its whole weight into the balance in a spirit of co-
operation.”

In true return for which he requests the railway companies
to take back the victimised men.

Mr. Henderson is already taking organisational steps. In a
ﬁ‘ee_ch on January 11th, 1927%), he suggested that the Prime
inister should invite the Speaker of the House of Commons to
preside over a conference conmsisting of representatives of the
National Joint Council of Trades Union Congress and Labour
Party and representatives of the National Confederation of
Employers’ Associations. This conference, said Mr. Henderson,
should meet for “an informal non-committal discussion of the
whole industrial situation”, and should decide the question how
far the existing machinery for regulating the relations of em-
ployers and workpeople was effective, and whether new ma-
chinery might not prove even more effective for bringing about a
better state of affairs. He thought the question was ripe for con-
sideration as to whether some permanent national body, an Eco-
nomic Council or Parliament of Industry, could be established.

A “central Workers’ and Employers’ collaboration”, there-
fore, according to all the rules of the game. Henderson, Thomas,
& Co. certainly know how to satisly the wishes of the bour-
geoisie.

OPTIMISM FOR THE FUTURE.

In spite of the serious economic position, the capitalist
press is developing a great degree of optimism for the future.
The annual reports are tuned to this tome. The “economist”
heads its leading article for the New Year “A Prosperous New
Year”. The coal dispute, it says, cost the country 400 million
pounds sterling and set back economy by a twelvemonth. But
the coming year will be better. Three conditions, however,
‘must be fulfilled: : :

1. Peace in industry and effective collaboration at home.
2. Peace and stability abroad.

3. A secure economic basis for trade among the nations.
But, alas, the article ends in a Jeremiad.

“Year by year, ever since the armistice, the basis of
lasting progress appeared to have been laid, and again and
again befool us or whether the year 1927 will at length
once more the case, and we are curious whether Fate will
again be fool us or whether the year 1927 will at length
be a year devoid of any bolts from the blue.”

The phenomena of declining and decaying capirtalisrﬁ appear
to this best organ of the world bourgeoisie in the light of
unpleasant and inexplicable accidents.

NO REASON FOR OPTIMISM.

The next few months will undoubtedly entail better business
for British economy. The great gap -occasioned during the lock-
out period in the output of coal, iron, and steel has to be
made good. A certain improvement is apparent in shipbuilding,
in which connection some new orders have been received.
But it is highly doubtiul whether this wili suffice to put British

3) “Times” of December 15th, 1926.
) “Daily Herald” of January 12th, 1927.
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economy on its feet again. For years past the profits of British
industry have shown a downward tendency. The following table
is of considerable dnterest:

Profits of Joint-Stock Companies on
Paid-up Capital®).
(In a Percentage Calculation)
Average

1920/23 1923,24 1924/25 1925/26

Engineering . . . . . . 106 6.5 5.5 6.9
Coal, lyon, and Steel . .. . . 5.1 4.8 2.6 23

Electrotechmical Industry . 8.8 6.8 9.9 10.3
Electricity Supply 8.2 13.3 11.9 11.2
Cotton . . . . . . . . 81 12.2 12.6 19
Wool . . . . . . . . . 80 10.1 6.1 19
Shipping . . . . . . . . 86 5.0 0.3 5.0
Lhemical Industries . 9.4 11.2 11.2 11.0
Soap . . .. ... .. 84 9.7 9.7 . 97
Rubber Plantations . . . . 20 5.5 8.3 285
Tea . . . . . . . . . . 164 33.2 38.2 42.1
Petroleum . . . . . . 218 9.9 13.4 13.1
Brewing and Distilling 15.6 15.2 19.2 171

In judging this table, it must be borne in mind that nu-
merous enierprises watered their capital heavily during the
- prosperous business cycle just after the war. Nevertheless, the
table well illustrates the prosperous situation of the electricity
-and chemical industries, the tremendous profits of the colonial
enterprises (rubber, tea), and the decline of the old-established
English industries, coal, iron, and textiles.

In the meantime, unemployment continues to be enormous..

Number of Unemployed Recorded by the
Ministry of Labour.

Percenta e Peicentage

Number of all of all organixed

. Insu ed in Trade U..ions
1925 November . 1,243,087 104 11.0
1926 April 1,093,829 9.2 10.0
June . . . 1,751,133 14.6 129
September . 1,648,322 13.7 13.6
October 1,635,886 13.6 13.6
- November™) . 1,496,100 135 13.2
December?) 1,495,800 11.9%) 12.2

In the above figures the coal miners who have not yet
found emgloyment, the juvenile unemployed, and those not in
receipt of unemployment benefit are not included. The num-
ber of unemployed in receipt of unemployment benefit was
larger at the end of the year than had been the case since 1922.
The actual total of unemployed is probably something like two

millions, out of a-total number of workers of about 15 millions.
' Added to this, we have the mass of paupers, figuring as
follows™):

Beginning of January . 1,439,810
End of October . 2,249816
End of November 2,175,097

The marked increase is a result of the mining lock-out and
will partially disappear again. But even it we reckon only the
minimum number at a million and ‘a half of unemployed re-
ceiving unemployment benefit and as many paupers with their
families in receipt of relief, we still have an army of five or
six millions, the sixth part of the population of “merry Eng-
land”. :

The main problem with which Great Britain is faced is
the same as that confronting Germany, that is to say, the
question as to how capitalism can provide work and bread
for its wage-slaves. °

%) “Times” of November 1st, 1920.
%) November 20th,

) January 3rd, 1927.

) December 20th.

) “Times” of December 29th, 1926,

The British bourgeoisie is itself ignorant in regard to the
solution. The most important branches of industry have been
hard hit by the mining dispute.

The weekly coal output, in thousands of tons, was as follows:

January 5,005
February . 5,401
March . . 5,338
April . . . . . 4,900
May to October . 500%%)
November 1,926°
December 4,306%)

At present the output has about regained the pre-lock-out
level. There is likely soon to be difficulty in regard to sales.
True, British coal has regained the South German markets, the
first two consignments_arriving in Germzny on January 6{h*:).
OZers are even being sent to southein Bavaria. But without
first ousting German comgetition, the British coal mines cannot
make any headway. And the Germans will not allow themselves
to be ousted. The prospect is therefore that of closing down the -
infexi{ior pits and of unemployment for some hundred thousand
workers. '

The iron industry started relighting several furnaces in De-
cember. the deficiency in production during the lock-out is
shown by the following figures:

Iron and Steel Production
(in Thousands of Tons)

Iron Steel

Monthly Average 1925 . . . . . . . 528 620
Monthly Average 1st Quarter 1926 . . 543 721
1920 April e e e e .. ... 588 672
May . . . . . . ... ... 9 46
June . . .o oo o0 o 0L 42 35
July oo 0 o o0 00000 18 33
August . . . ... . . . . . . 14 52
September . oo ... 125 96
October . 125 94
November . e e e e oL 127 975
December . . . . . . . . . . 58 319

We had occasion in the general section of this report to
emphasise how serious the position of the iron industry really
is. An especially striking instance is the case presented by the
moratorium of Armstrong Whitworths, an enterprise of the
very greatest importence. This firm, which has 24.6 milliog -
pounds of share and debenture capital and of floating debts, could*
only avoid bankruptcy in the middle of December by applying
for a moratorium of five mon'hs in regard to almost all its
debts plus inferest. The transaction in question will presumably
be carried through by the Bank of England.

A particularly precarious position is that of the third staple
industry of Great Britain, the textile trade. Exports decline -
from year to year, and short-time labour has come to be a
chronic institution. The attempt at restricting competition in
cotton sp‘nning by shortenng the weekly working hours had
to be ab-nlonel on December 17th, 1926, it having been re-
solved on December 3rd, that the 24-hour week be given up in
favour of the 35-hour week. It had become apparant that the
“recommen-ations” of the Committee. which has nn antharity
to inflict penalties®®), had not been adhered to by all the facto-
res. Recourse was had to an “anarchic” state of affairs, every
factory working as much as it could. :

The abandonment of the short-time working system has
already for seve-zl months been advocatel by Keynes, who
reproaches the British cotton industry and the British . coal
industry with the fact that their policy is

80) By Estimate.
81) Week ending December 4th, 1926: 3,226,100; Decem-

ber 11th: 4,467,900; December 18th: 4,878,900; December 25th:
4,651,500.

82) “Bergwe-kszeitung” of January Tth, 1927.

83) “Manchester Guardian Commercial” of December 30th,
1926. :
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. “based on the fallacy, that if only the industries can ‘pull

- througly’, normal times must return, in whick they can hope
to occupy their entire existing- plant and their working
staffs to the full under profitable conditions”*}.

. This, he says, is a mistake. The policy of short-time work
In practice since 1921 is senseless. Since that year the exports of
Lancashire have remained between 59 and 63 per cent. of their
1913 level, altough the world’s consumption of cotton has not
.declined®s),

Export of Finished Goods
(in Millions of Square Yards).

1921 1922 1923 1924
2902 4182 4140 4444

1913
1075

1920
4425

1925
4434

These figures are remarkable and most depressing. Can it

+ safely be assumed that the pre-war level is “normal”, and that

the fairly uniform figures returned since 1922 are “abnormal”
:and transient? '

_ Is it true that Lancashire has suffered owing to causes
‘of an international character, whick have affected all produ-
cing «courtries equally?

World’s Consumption of Cotton of all Kinds (in Thou-
sands of Bales) :
for the Years ending on July 31st

1013 1921 1922 1923 1924 1925 1926
23,000 17,595 21,167 22,143 20430 23,294 24,681

The total returns of 1912/13 and 1925/26 may be ana-
lysed as follows: _ .

In thousands of Bales

‘Great Britain . 4,274 3,022 -
Germany 1,728 1,148
France 1,010 1,179
Russia 2,500 1,752
Italy 780 1,037
India oo 2177 2,064
Japan . . . . . 1,588 2,816
United States . . 5,786 6,395
Ofther Countries . . . 3,139 5,268
Total 23,000 24,681

“These figures show quite obviously that in the last
4wo years at any rate there has been no standstill in the con-
sumption of cotton, but rather quite sound progress, and that
Lancashire has suffered a definite loss in trade since the
war, partly because its customers now produce largely for
themselves, and partly -because Japar has absorbed part of
the Lancashire trade. Is Lancashire not deceiving itself if it
tries to explain the state of affairs in any other way?”

The writer goes on to say that the decline refers exclusively
to coarser numbers, whereas in fine yarns Lancashire has held
its own, since the respective plant has been kept fully occupied.

The result is lower wages and longer working hours —
118 hours weekly in 4wo shifts in Japan against 28 houirs
weekly in Lancashire — and above all fewer overhead charges in
view of full occupation. Added to this, the special reason is the
return to gold parity in England. .

France, Belgium, ltaly, and Switzerland, too, are, moreover,
doing full-time work.

“The result is that the degree in which Lancashire for-
feits its trade (always excepting the finer production) is only
limited to the measure in which other producers are in
a position to install new spindles®s).” _

The present low price of cotton renders it possible for Lan-
cashire to return temporarily to full-time work. During this

respite, it ought to work out and put into effect a thorough plan-

of reorganisation.

s4) | Wirtschaftsdienst Nr. 12.
. )  Wirtschaftsdienst .No. 45.
86)  Wirtschaftsdienst* of November 12th, 1926.

Keynes 87) suggests as practical measures the adaptation of
production to demand, the elimination of the indebted concerns,
and the ‘effectuation of systematic measures of thrift, all this being
done by the merging of all British cotton-working factories in a
cartel under the title of the “Cotton Yarn Association”. The
cartel would establish the minimum selling prices, determine the
quota of production, exact penalties in the case of non-obser-
vance of its enactments, hypothecate the finished products of the
member-firms, etc. '

“It will have practically all the authority vested in a
typical Contingntal cartel.” :

THE FORMATION OF A MONOPOLY AND THE
RESTRICTION OF OUTPUT AS EXPEDIENTS.

Keynes by no means stands alone in his-advocacy of the
formation of a monopoly. British capitalism, once proud of its
individualist character, is forced to-day to follow the example of
the United States and Germany. The Manchester school sees its
days numbered. The champion of monopoly formation is Sir
A. Mond, one of the most efficient of the big industrialists of
Fngland, who has already succeeded in the chemical industry in
forming a trust with a capital of 60 million pounds ®). Trusti-
fication is- welcomed as enthusiastically by the leading “Socia-
lists”, e. g., Snowden, as it is in Germany by Hillerding, who
on one occasion called the trust-forming capitalists ‘“Marxists of
action”. ) .
At the general meeting of the South Durham Steel and Iron
Co., the wellknown industrialist, Lord Furness declared in favour
of the formation of a trust in the heavy industries. The investiga-
tory committee instituted by the Samuel Commission is predomi-
nently in favour of a selling agency for coal. Three leading coal-
mining concerns with an aggregate capital of about 10 million
pounds, have already combined. Mond is engaged in negotiations
aiming at the combination of all anthracite mines. The process
of combination in the heavy industries is likely to be accelerated
by the necessity of either fighting against, or coming to an un-
«derstanding with, the Ruhr Coal Syndicate and the Continental
European Steel Trust. Thus we see Great Britain on the way to
a trust system similar to that in Germany.

FOREIGN TRADE AND PAYMENT BALANCE.

Great Britain’s foreign trade has for the last few months
still been wholly under the influence of the mining lock-out.
It Tigured as follows: -
Imports Import Surplus

Exports
+ (in Millions of Pounds)
September 50.7 93.6 42.9
October 53.2 100.7 475
November 53.1 102.3 49.2
December 490.7 101.8 52.1

1The result of foreign trade in the year 1926 is very unfavou-
«able.

Exports amounted to 7775 million pounds, or 150 millions
less than in 1925, which means a decline of 16.1 per cent. Since
1918, exports have never been so low.

Imports stcod at 1242.9 millions, or 78 millions less than in
the preceding year, representing a decline of 5.8 per cent.

The import surplus was thus 4654 million pounds, the
highest deficit recorded since the war.

Naturally the question is being generally discussed, whether
the invisible exports, i. €. income from foreign investments, the
proceeds of shipping, banking, and international trade, may suf-
fice to cover the foreign trade deficit. The Board of Trade esti-
mated Great Britain’s profit from these invisible exports in 1925
at 429 million pounds. This resulted in a balance available for
capital export purposes of 28 millions. The sums reckoned to be
available for capilal exportation were:

87) “Wirtschaftsdienst” of January Tth, 1927; similarly in a
speech to the Lancashire bankers (“Times” of January 5th,
1927). .

8) Naturally there were also some trusts and cartels in
Great Britain before the war, e. g. the Tobacco Trust (capital,
35 millions), Lever’s Soap Trust (66 millions), Coats’ Thread
Factories (18 millions), but yet the individual concern formerly
remained the ruling type of enterprise.
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- Millions of Pounds:
1923 1924 1925 1926
153 "~ 63 28 ?

N1

It appears verv doubiful whether there is a surplus in the

case of the year 1926; it could, indeed, only be quite trifling #). -

- The recession of exports is before all a consequence of the
mining lock-out, but it may also be attributed in part to political

‘reasons. Thus the British Chamber of Commerce at Shanghai
published a report on December 21st, stating that 70 per cent.

of the textile imports of China are derived from Japan and only
30 per cent. from Great Britain, while two years ago the pro-
portion was reversed. Of 150 million taels’ worth of textiles,
Japan supplied 100 million taels’ worth and Great Britain only
the equivalent of 36 million taels®). .

The connection between the mother country and‘the colonies
gets looser and looser, as was clearly shown by the course taken by
the Imperial Conference. Both the old basis of British imperia-
lism and the economic foundations of the position of the British
working class as a labour aristocracy have been shaken. There

+ is no other ‘expedient for -the British industrial bourgeoisie than

“rationalisation”, an attempt to press wages down to the Conti-
nental European level, the formation of monopolies, in short the

expedient ot following the example of Germany. The decline of -

British iniperialism is naturally. no simple process; and it is ‘still
likely to*be interrupted by transient periods of prosperity. But
in"the main the grade is. a downwdrd one. The British’ bour-
geoisie is very rich, and. possesses great reserves in the colonies
and in foreign capital. But the industrial bourgeoisie of the mo-
ther' country in particular 1s on a steep downward gradient.

.. . The. United States.

i “Prosperity! Prosperity for Ever! Prosperity for: AlIl'” that

is thé slogaii proclaimed by the foretnost leaders of the American

“Never was" a-people so rich as the American people.

“Never did a working class live so well. Never had a working

class such &*share ‘in the profits of capital, as the ‘American
working class has. There is' no endito” its prosperity.”

. bourgeoisie, by Coolidge, Hoover, and Mellon.

That is what one hears on every. side.~
Let us listen .a moment to the main mouthpiece of the big-
bourgeoisie” in' America, ‘to Hoover as he expressed “himself in
kis official report®’) on the economic year 1925/26.
" “This year was the best year in our history in regard
to the volume of our output and consumption, to the physical
quality: of - our exports and' imports, and to the height of
wages: v ,
“There was Ppractically no unemployment, while further
' progress was made in efficiency of management and labour.
As was the case in former years, there were also some less
satisfactory points, such as the textile industry in New
England, certain sections oi agriculture, and coal mining.
But on the whole thé country was in a position to maintain
‘the  highest standard of living in its whole history, a

. . standard far in advance of that in most countries of the
- world either now or in any former time.” .

This increase of production is reflected in figures as{'iolllvow:

S Economic Index. .
_». (On, the .basis of 160 to express the level of 1919)
~ Economic Year ending June 30ih.
" Volume of: Production .
1926

(Quantity, not' Value) 1922 1924, 1925
Industrial Output ... . . . . . 116 115 *'118 126 .
Mining Output . .- .- . . . .. 19 133. © 129 132

R .- 136 148 158 - 179
Building Contracts (in square feet) . 107 108 . 112 142
Railroad Freights (in ton-kilometres) 109 110 110 . 120,

.. Parallel with this increase in production, we see the trans-
formation of the Uuited ‘States into a typically imperialist coun-
try. In regard to the export of capital, it took the lead among
the nations last.year, leaving Great Britain far behind. The

8) “Times” of January 12th, 1927. ‘

- 99) “Bulletin Quotidien” of December 29th, 1926.

o) “Financial & Commercial Chronicle” of December 4th,
1926, p. 2827. o e
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excess -Of exports over imports gets smaller from year to year;
the United States are beginning to derive income from foreign
countries. At the same tisne it is more and more predominating
over the whole American Continent, which is subjugated partly
only by means of economic penetration, as is'the case in regard .
to Canada, and partly by open military intervention, as in
Nijcaragua. In spite oi the reiterated love of peace and of
suggestions for disarmament, the United States are, irom a
military standpoint, at present the best equipped country in the
world. = '

One of the means of their imperialist warfare is inter-Allied
indebtedness. Therefore the suggestion -of the Professors of
Columbia University, that the inter-Alliéd debts be newly regu-
lated -at an international conference, was most decidedly and
emphatically "turned down by the spokesmen of American im-
perialism. The well-known manifesto of the bankers regardin
the plan of a customs reduction, met with just as severe a refusal.
In a' series. of - big speechés, Mellon®®) pointed out that the

- prosperity of the United States was based on the high industrial

tarifts. Coolidge endorsed this view. The banking bourgeoisie
had to give way io the pressure’of the industrial bourgeoisie,
and. Morgan is reported to have retracted his signature from
the manifesto after its publication. v

It would necessitate a far more detailed investigation, such
as"we hope one:.day, to undertake, to show what are really the
foundationts -of the gigantic' prosperity of American  eapitalism.
Certain factors are easy to determine. One is the natural wealth
of the soil, which in view of the sparse population is still only
slightly exploited®). Then there is the tremendous wealth of
mineral - production, which renders possible an output at small
costs; the fact that the American population has been formed
by a selection of the most eflicient inhabitants of the old Con-
tinent; that there are no remnants of feudalism, either in
the political superstructure or in ideology etc. '

‘The present rapid enrichment ‘of the bourgeoisie is partly
owing te: the exploitation of the farmers. The share of agriculture
in* the value produced anpually gets smaller and smaller, both
relatively. and. absolutely.’ According to the official data of the
Departmernt“of Agriculture, the: value of the total vegetable
products of .agriculture figured as follows: '

' : ’ - Millions of Dollar
. . 9334 - B

1924 R
1925 . 8949
1926 . 7802

4

§ That this is not the outcome. of a "zmere general reduction
of prices, is shown by the index figures published in the same
report. BRI ‘ t ,

v Index Figures of Farm Prices. .
(On the basis of 100 for the average of 1909—July 1914.) ) ..

Dec. 1925 Nov. 1926 Dec. 1926

Grain e e e e ..o 140 121 120
Fruit & Vegetablés . . . . . . . 104 142 137
Cattle for Slaughter . . . . . .. 136 142 140
Milk & Poultry Products . . . . 163 157 © 161
Cotton . . , e e e ... 130 83 81
Others .. . v . . . . . . . . 092 97 91
Price Index of Farm Products . . 143 130 127

Wholesale Prices  for” Products other
than: . Agricultural (Bureau of .
Labottt) . . . . . . . . . . 165 161 —

Purchasing Power .of Farm Products 87 S0 —

92) ‘“Journal of Commerce” of October 20th, and 24th, 1926.
93) How little the soil of the United States is as yet ex-

" ploited, is proved by an interesting: book recently published, viz.

“Florida in the Making”, by F. B. Stockbridge and J. H. Perry,
New York 1926 (350 pages). Though the book is not devoid of

. the nature of an advertisernent, it shows that in this State there
" are still some 20.million acres of untouched and extraordinarily

fertile soil. This area was not exploited so far,. probably: for
reasons cbtinected ' with the history of coionisation or also - in
view of the very warm climate, although the average value of
production per acre in Florida is 110 dollars as against only
12 dollars in Iowa or Illinois and 13 dollars in Ohio . (p. 50).
. “There is no agricultural land in Florida which. does not
easily yield two harvests in the year, while in most parts there
are three or four crops.” (p. 60). AT

) Cited from “Journal of Commerce” of December 28th,
1926.
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These figures show that the position of the farmer has
deteriorated by about 20 per cent. as compared with that of
industry since pre-war times. This is a]l the more remarkable,
seeing that, thanks to the gigantic technical progress achieved

~and to the growth in,the productivity. of labour, the cost of.

production has certainly fallen far more in industry than in
agriculture, so that a reversed proportion might have been ex-
‘pected. The price formation as regards the industrial products,
however, has certainly been shifted to the disadvantage of agri-
culture by reason of the extensive formation of monopolies.
It is certainly more than a coincidence that all industrial trusts
should .in the last few years have been pouring out tremendous
dividends, that a few weeks ago the Steel. Trust should have
allotted its -shareholders 226 million dollars’ worth of shares
gratis by way of an exira-dividend, and the like. A great part
of the gigantic profits come from the exploitation of the farmers.

As regards the working class, it cannot be doubted but that:

the real wages of broad strata of the workers have greatly
increased since ‘the war. This improvement in the standard
of living, however, was purchased by an extraordinary increase
in the intensity of labour, accompanied by an absoliite monotoni-
sation of ‘the working process which has now been specialised
and divided down to the smallest detail. It is, moreover, a gross
‘exaggeration when Hoover affirms that there is no unem-
ployment in the United States. The occupation returns of the
Federal Reserve Board clearly show that in comparison with the
year 1919 there must indeed in the last few years have been a
izir amount of unemployment in the Wnited States.

We may therefore repeat that the foundations ‘of the gigantic
profits. of the American bourgeoisie are in the first place the
exploitation of the farmer, secondly an increase in the intensity
of work in the factories, and thirdly colonial profits and the

exploitation of foreign countries. -

PRODUCTION IN THE LAST FEW MONTHS.

Though in the last few months there have been signs in
various quarters of an abatement in the business-prosperity of
the United States, the slowing down of businessis only reflected
in a very slight degree in the available output returns. The

general characterislics of the business development are as

follows: :
s2 g, 2 Tt
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1925 November. . . 115 7.2 923 475
1926 July . . . . 118 935 4701 601
1926 August . . . . 116 944 4802 600
1926 September . . 121 95.8 4959 562 -
1926 October . . . 122 - 93 5216 515
1926 November .. 124 095.2 5300 488
1926 December . . . — — © 4500 =

The slowing down in business is sﬁghtly more apparent in
the output returns of ceriain important branches of business:

Production Returns for' the Most Important- Industries.
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1925 Nov. . . 508 3023 3903 320 - 543 —_
1926 July . . 471 3223 . 3651. .316 : 416 65
1926 August 495 3200 4005 - 379 501 665
1926 Sept. 521 3136 3931 351 571, 652

1926 Oct. . 373  333¢ 4003 200 569 65

1926 Nov. . . 606 3227 3722 219 584 - 64

1926 Dec. . .  — 3091 3400 137 605 64

The recession is thus quite obvious in the steel output and
in the aufomobile industry. : *. n ,

9) Passenger Cars.

\
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- An interesting feature is the great shifting of industry from
North to South, the latter being ihe country of cheaper labour.
This is to be seen most clearly in the development of the cotton
industry. According to the returns of the Department of Com-
merce, the position is at present as follows: ,

3 . 2% =S

5T 8¥. sz gda

28 = =20 SES

g2 2§ 33% B3
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. - © In Millions .

United States . , . . . 374 32.6 8480 227
Cotton-growing States 179 174 5501 307
New . England States . 178 13.7 2658 149
All other States .. . . . 1.7 1,5 321.7 188

These figures show that the number of existing spindles is
divided pretty equally between the cotton-growing district and
the old seat of the American textile industry, the New England
States. While in the cotton districts the spindles were almost all |
working, no fewer than four million spindles were idle in New
England. The number of spinning hours in November was
almost double in the cotton growing States of what it was..in
New England, and the average per spindle was more than
double. Under such conditions it is quite understandable that
the removal of the industry is constantly. progressing, although
the cities of New England are doing their utmost to prevent the
transfer of the factories. The whole process shows at the same
time how false the entire ideologv of Hoover, Ford, and such
men is, who always point to high wages as the basis of the
prosperity of the United States.

In general, the business development of the last three
months has evinced a downward trend, though it cannot be
ascertained at the moment whether this will lead to a regular
crisis. There is a certain empiric probability - that this will
be the case, if we consider that the prosperous business cycle
has been in uninterrupted progress ever since the middle of
1924, that is to say for almost three years, and that the
depression in the spring of 1924 was no actual crisis, so that
we can in fact speak of a prosperous period ever since the
close of 1921, ; v

That a deterioration of the business development . has taken
place is proved in the first place by diminished production
in the steel industry, which at'the beginning of January was
working to 65 to 70 per cent. of capacity, as -also by the
poor business being done in the automobile trade.. The number
of cars produced stood at the end of December at a lower
figure than since 1921. This was partly attributable to a
temporary closing - down of numerous factories, but according
to an estimate by the “Automotive Industries” the conditions
are not such as to make a resumption of work to anything like
its, full degree at all probable. “ .

_THE PROSPECTS OF THE COMING YEAR. |

In conjecturing the business of the year 1927, we can detect
a divergence in the opinions of the theoretic and the practical
class of economists. While the various theoretical organs express
doubts as to the continuation of the prosperous business cycle,
prominent economic men are, on the whole, still very optimistic.
They are headed by Mellon, who is not only United States
Secretary of Finance, but also one of the biggest capitalists,
the actual head and main member of the aluminium trust. He
says, : :

)»] “Our economic position is propitious, and we may
expect another satisfactory year.”
Gary, Chairman of the Steel Trust, states:

“There is no reason why prosperity should be inter-
rupted in the year 1927. Neither is there any sign that this
is likely to be the case. If business should indeed seriously
fall off during the coming year, this. would be in con-
sequence of our own mistakes. and not the fault of natural
conditions or owing to a lack of foresight and proper
handling on the part of the Government® "~ -

Lammot du Pont, Chairman of the Pont de Nemours Co.:

“At the close of 1926 we see no element in the economic
or industrial ~situation liable to indicate depression or
disturbances ahead.” : .
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W. Stroul, Chairman of the Southern Pacific Co.:

“All signs indicate that the - extension and financial
results of traffic in 1927 will be equally favourable to
* what they were in 1926.”
E. White, Chairman of the Armour Co.:
“In 1927 the meat industry expects to realise a rather
larger turnover than in 1926°¢).” :
_ Such and similar utterances are to be found if a yet
greater number in the American press. Naturally they prove
nothing. Too often it has happened that the practical capitalists
have looked upon the situation as favourable at a time when
the crisis was already approaching. Nevertheless, it cannot be
denied that the very pronounced formation of trusts in industrial
production, the iminediate distribution of the product down
to the ultimate consumer by numerous trusts, and the excellent
output and trade statistics, enable the capitalist to gain a far
better survey of the market situation than would be possible
in any other country in the world.

“CAPITAL EMISSION AND CAPITAL EXPORTATION.

Details are to hand in regard to the capital emission and
exportation during the first 11 months .of 1926. In comparison
with the preceding years, they figure as follows®):

1926 . 19025 1024 1923 1922
Mill. Dollar
Total Emissions without Con- .
versions . . . . . . . . 5758 5537 5174 3927 4041
Thereof: Canada . . . .14 82 95 30 37

Canadian Munic. Loans 61 39 132 26 a9

Other Foreign - Coun- ‘
triies (private) . . . 413 341 132 24 80
Foreign Governments . 434 541 5600 187 416
Total Capital Exportation . 1049 1003 919 267
These figures show that about one fifth of the capital
emifted goes abroad. Meanwhile, that part which is immediately
invested as productive capital in the form of shares grows
larger and larger. The first emission of shares took place in
1925. The total amount was then only 26 millions, rising in
. the first few months of 1926 to 103 millions. Roughly one tenth
is therefore invested in the form-of shares and not of debentures.

AMogether diferent data are supplied by M. Winkler, Vice-
Chairman of Moody’s Investor Service’), who calculates on the
' basis of home and foreign statistical material that in the
year 1926 the United States exported a capital of

1907 million dollars,
distributed as follows:

Canada . . . . . . . . . 500 millions
South America . . . . . . 402 ”
Central America . . . . . . 115 "
Europe .o 813 ’
Thereof: Germany 436 ”

If these figures are correct, the United States have far sur-
passed Great Britain in the exportation of capital, since the
British capital export figure in 1926 can certainly not have ex-
ceeded 300 million dollars. Which calculation is the more
correct will be seen later on. '

In the endeavour to depict the distribution of capital and A

income in the United States as exceedingly democratic, the
Morgan bank made an inquiry as to who are the purchasers of
foreign loans. This inquiry related to five loans, viz. the Austrian
League of Nations Loan, the Japanese Government Loan of 150
millions, the German Reparations Loan, the Argentinian Govern-
ment Loan of 45 millions, and the Belgian Loan of 50 millions.
An investigation was made in 24 provincial banking institutes,
which negotiated the loan for Morgan direct to the “savers”,
as to the average dimensions of ihe quotas subscribed in each

%) Cited from the “Journal of Commerce” of December 27th,
926.

97) “Financial & Commercial Chronicle of December 18th,
1926, p. 3099. ‘

98) “Bergwerkszeitung” of January Oth, 1927.
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case. The result was as follows, the five loans figuring in the
same sequence as above: .

2994 Dollars
3605 "
3194 .

‘ 433,
3808 »

The conclusion is drawn that the purchasers of these foreign
securities are the actual small “savers” and not big capitalists,
a deduction which is altogether incorrect, since these same
people, who buy from 1600 to 10,000 dollars’ worth of cer-
tificates of one single loan, have naturally also invested their
capital in innumerable other foreign and inland securities. This
is, however, part of the intentionally developed ideology, accor-
;‘ling to which every man in the United States can save a
ortune.

~ FOREIGN TRADE.

The foreign trade surplus has been increasing during  the
last few months, figuring every month at about 100 million
dollars. The increase is in .the first place to be ascribed to the
larger exports, whereas imports have remained fairly stationary.
The, increased exports were to no small degree owing to the
British coal lock-out. : :

Foreigu Trade in Millions of Dollars.

Exports Imports Surplus

1925 1926 1925 1926 ) 1925- 1926
August . 380 386 340 336 40:. 50
September . . 420 448 350 343 70: - 105
October .. . . 491 456 374 378 117+ 18
November 443 481 376 376 72 105
December - . 4595 406 307 358 62 103
Year . . . 4715 4810 4227 4433 .48'3 371.

Summing up, we can establish the fact that the last few
months of 1926 saw a deterjoration in the successful business
development of the United States. It cannot, however, be iorgtp!d :
at the present moment whether this is only a iransient depression
or the beginning of a crisis. . , Lo

The general interest centring at present on China imakes it
no more than natural that we should occupy ourselves at greater
length- with the economic position of that country. Unfortunately,
there are insuperable difficulties in the way of such a task. China
is larger than the whole of Eurcpe and its population is not far
inferior in numbers to that of Europe. In the individual districts,
therefore, the prevalent conditions are naturally very different,
according to the outcome of the harvest or the progress of
military events. There are, moreover, practically no " statistics
which refer to the entire territory, with the exception of the
foreign trade returns issued by the maritime customs administra-
tion. Under such circumstances it is impossible to do more than
make some few fragmentary remarks. w

The economic position of China has doubtless deteriorated
during the last few .years, and that for the .following . three’
reasons: : b

1. The war.
2. The poor harvest.
3. The drop -in the price of silver.

Meanwhile, both the poor harvest and the drop in. the price
of silber are in themselves more or less consequences of the war
against imperialism or rather against the niilitary despots in
imperialist pay. Chinese agriculture is predominantly a culturé
of irrigation combined with a’ refined horticultural technic. If
the dams of the natural and artificial water-courses, which are
often on a higher level than the surrounding country, are not
kept in order, inundations ensue and destroy the harvest in entire
districts at a time. If the water supply is not well regulated,
great damage may result. If due attention is not paid in regard

- to-the time and treatment of the three or four successive field
“crops in the year, an entire harvest may be lost. If the human

manure from ‘the towns cannot be transported to the fields, the. '
crops are likewise rvined. This complicated structure of the
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Chinese system of irrigation has had to suffer far more heavily
through the destruction wrcught by war than would be the case
in regard to the technically more primitive European tillage. The
impoverished peasants of China, used to privations as they are,
are now in many regions exposed to the greatest misery.

. Added to the ravages of the war, there was in many
districts acute drought in 1926. The crops are estimated at no
_more than 70 per cent. of normal.

The drop. in the price of silver is to a great part also a
result of the civil war in China, though it is partially caused
by ‘other factors, such as the imminent transfer of India to the
silver- currency. Since the Chinese currency is based on-silver.

the ‘drop ‘in the price of this ccmmodity means a depreciation of

the Chinese eurrency. ‘

- For ‘oné tael, or one ounce of silver, the fdklowi‘ng quo-
tations, in shillings and pence, figured on the London Stock
Exchange: . ) ’

1922 1923 1924 1925 1926 1927 Jan
Tael Rate . . . . 3/9 3/6 38 3/6 32  2/4
Silver Rate (early
PRI 35 32 34 32 32 25

January) .

In the course of the year 1926, there was a’depreciation of
roughly 20 per cent. If we also take into‘ consideration the

valueless paper momey and the copper money coined in great '

quantities by the different military rulers, it will be easy to
comprehend how grievously Chinese economy has been injured
by the currency chaos®). g .
. The war daturally does not engender quite uniform results
in all parts of China. On the territory of the Canton Government
the state of affairs is certainly better, although the war contri-
butions weigh heavily enough on the population. In Manchuria,
the region governed by Chang-Tso-Lin, who is the most un-
.scrupulous jin augmenting the amount of paper and copper
money, the currency difficulties are naturally most acute. Here
the Japanese yen is ousting the money of Chang-Tso-Lin, a
tendency ‘against which the latter attempts to delend himself
by hanging. several bankers and forbidding the circulation’ of
the yen, though in this way arousing the hostility of Japan.
There can be no question at the present time of any
greater - prospects for investment, such as the construction of
railways. or the regulation-.of :rivers or harbours. Even the

most urgent work of repair and maintenance is not undertaken

in the actual war districts.
e FOREIGN TRADE.

In ‘spite of the serious fights between the imperialist and
revolutionary forces, foreign trade has suffered relatively little.
Expressed in millions of Haikwan taels, the foreign trade returns
were: as follows?%): !

‘ 1013 1920 1921 °1922 1923 1924 1925

584 * 800 . 933‘ 975 049 1030 948

Imiporis
420 579 628 685 7718 793 - T76

Exports

.. The foreign trade of China struggles valiantly against
all odds; if baffled at one issue, it finds a way out some-
where else; if the products of one country are not available,

goods of other origin are purchased; should one harbour -

%) If-a city is occupied by a new general, the merchants
have hardly any checice but to close their shops. The soldiers
appear with big paper notes,- buy a frifle, and demand change
in silver. Nor are they satislied -if the shopman tries the alter-
native of offering’ the goods. for nothing.” They demand the
surrender of silver money against the worthless notes, whereby
the merchants are naturally ruined. There is therefore no .choice
but to close the shops and hide the stock of goods.

10) T eague of Nations Memorandum on Foreign Trade,
vol. 11, for 1025 Report on the Commercial, Industrial, and
Economic- Situation of China. A. H. George,

- sources are slightly divergent in some points, since the British
returns do not include re-exported goods.

" than might have been expected. Full

_ Commercial - ;
Secretary.'at Shanghai, London 1926. The figures in these two
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be closed, trade is transferred to another; if railway traitie
is suspended, recourse is had to the waterways').

Even in 1926, foreign trade appears to have suffered less
: returns are not yet
available, but the customs receipts figured at 78.1 million taels,
or 825 million taels more than in 1925, which should point
to an equally high import total, since the customs rate of five
per cent. of the value remained unchanged. (Imports were in
fact really lower, since the value of the tael depreciated in the
meantime.) . R

It seems, however, that the process of industrialisation . has
slowed down somewhat during the last few years.. The smaller
imports of machinery point in this direction?).

Value of Imported Machinery (in Thousands of Taels):

1925

1923 1924
For the Textile Industry . © 12,020 5511 3,407
For Electric Power Stations . 1,516 808 858 -
Turbines, Boilers," ete. . 1,498 1,963 1,920

The recession in the case of textile machinery is particularly
great. t )
The distribution of foreign frade in respect of countries

is .of particular-interest. (It is here expressed in millions of

taels): :
' 1924 1925

Imp. Exp. Imp. Exp

Total . e e 1039 772 - . 965  TI6

~ Thereof: Hong Kong . . . 244 173~ 176 114

~Great Britain . . . 126 50 93 48

Entire British Empire . . . . 441 257 . 337 201

Japan .. . . . . 246 232 310 221

United States . . . 194 105 148 148

These figures show:

1. . The very slight participation of England in the foreigm -
trade of China. The trade of Hong Kong is not British trade:
according to the estimate of the Commerce Agent, not. more
than one per cent. of the exports to Hong Kong is forwarded
to England, while in the imports through Hong Kong there
may be 10 per cent. goods of British origin. Hong Kong is
an -international trading port, though it is, of course in British
hands. ‘ ‘ e '

2. The returns clearly show the effect of the boycott against
Hong Kong and British goods.

3. By far the largest quota falls to the share of Japan, be-
sides which a large portion of the Hong Kong trade goes
to the account of Japan. .

4. China’s foreign trade is negligible in comparison to its
population. The total foreign trade of China (imports and ex-

_ports) in 1925 can be estimated at roughly 300 million pounds,

which would make about 15- shillings per head of the popula-
tion, as against about £12.10.0 in the case of Germany, for
instance.. y
It is not the present but the future that is being fought

for in China. o L

- The reason of this insignificance of foreign trade in China
is. to be found in the unexploited condition of the country
and in the terrible poverty of the population."

- As regards wages, there are naturally plenty ol isolated
data’®?), but no comprehensive survey. The most extensive ma-
terial known to me in this connection was collected by the
delegation of the Russian trade unions at Shanghail®®), The data
in question embraced 28 leading concerns (including 19 textile

101) Report, p. 27.
.. 19) Report, p. 32. B , .
" 10%) Egspecially in the “Monthly Bulletin” of the Peking
Office for Eeonomic Research. , :
165) “Worker’s China and its Fight against Imperialism”
(Russian) Chapter- VIL. ’ ; »
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factories employing 52,000 hands!). The wages in the textile
works approximately as follows (in English pence per day):

Highest Av. Lowest Av. Average ‘.:O:

Wage per Wage per for all Lo

Enterprise Ente.prise  Enterpiises 3
(=
-

Men Women Men Women Men Women Children

Japanese Factories . 18 16 6 5 9 9 41/,
Chinese Factories . 18 20 5 " 5, 8 9 4
British Factories . . 12 11 T 5 — = 4
" Other Factories - . . 18 13Ys 9 6 11 8Y, 44,

) On an average daily wage of 9d., the purchasing power of
the "home market must naturally be very small, hence also the
foreign trade. : .

Low ‘as these wages are, they are still considerably higher
than the earnings of the poor peasants! :

An altogether unimpeachable witness, the German agrarian
expert 'W. Wagner, supplies the following calculation®),

A tenant family leasing 25 mous of land in Kiautchow must
pay as rent half their income from the sale of the produce
attajned. For the family consisting of two male and two female
workers, theré remains, including their consumption  in. kind,
a value of 107.20 taels, or roughly £20 a year'®”): -

In another chapter, the writer says in speaking ofkleases“’:"):
“The’ fenant’s share in the yield of the property varies

considerably according to the degree of econontic depen-

.dence. The lowest proportion due in lieu of rent is 50 per
cent., but the quota to be surrendered can sometimes amount

to as much as four fifths of the gross yield. In abnormal

cases, when the tenant'is deeply in the debt of the landlord,
he is not allowed to possess any chattels or implements,
and when the payments in kind are high he is nothing else
than a2 menial in the service of the creditor.” EA

- . It is obvious that in view of such earnings as these, foreign
trade cannot be more than dinsignificant, all the more so seeing
that the ground rent is spent by the rich native in the upkeep
of a numerous retinue and the accumulation of much- treasure
(precious stones, . pictures, etc.)

THE STRUGGLE AGAINST IMPERIALISM,

We ‘do not desire to repeat here things which ‘are suffi-
cienfly well known from the daily press. We only wish to draw
a kind of balance. ‘

‘The imperialists have already lost. the following of their
positions: - , ,

1. The dominion over the customs policy “of China. As a
matter of ‘fact, the Canton Governmment has introduced its own
customs ‘alongside the maritime customs still collected by the
foreign Powers for the service of the foreign loans. Their
example has been followed, by the. consent of Great Britain, by
Chang-Tso-Lin in the North. ‘ S

2. The Salt Taxes, which are- still administered by fqreign-

ers, though the revenue accrues to the local rulers.

3. The Railways, which have in fact been' taken irbm the .

imperialists and serve the various rulers!®).

OO S —

: 106) Wilhelm Wagner: “Chinese Agriculture”, Berlin 1926.
THhis book of 668 pages is mainly agronomic but also contains
much valuable material from the social and economic standpoint.

Unfortunately, the personal experience of the writer extends almost

exclusively to the province of Shantung, since he was a pro-
fessor at the German highschool at Tsingtau.

107) P. 647. The customary wages of a farm hand, including
board, are reckoned at between £0 and £7.10.0 yearly.

18) P, 132, ‘ ,

_ ) The outcome of this development is the fall of the
Chinese loans; those which are covered by the takings of the
maritime customs are still fairly stable, those based on the salt
taxes are far weaker, and those depending on the railways are
altogether bad.

 (“Report”, p. 23):
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4. The Concessions, which, it is true, areonly partly lost
so far. But at Hankow the British flag had to be hauled down,
while Belgium preferred voluntarily to surrender its concession
at Tientsin, as Germany and Soviet Russia had done.

These losses of the imperialists to the national revolutionary
movement, have produced two very significant resuits:

1. There is to-day no general and no statesman in China
who would dare openly to champion an imperialist Power.
Even Chang Tso-Lin calls his army “The Army for the Paci-
fication of the Country” and proclaims the fight against the
Bolshevism of ithe Canton army, while putting forward similar
demands in regard to the impenialists as those put forward
by the national-revolutionary party. ‘

2. The presence of a strong anti-imperialist army of ihe
people has tended to destroy the unity of the imperialist. Powers.
Great Britain has so far.not succeeded in 'setting up a wmnited
front among the Powers for the purpose of armed intervention.
Japan does not wish to hazard the sale possession ol Man-
churia and is doing all in its power to prevent Chang Tso-Lin
from starting on an actual campaign against the South. For ~
if he were defeated there, Manchuria might be lost through
a «omplete victory of the Canton forces. If, on the other hand
Chang Tso-Lin were to be victorious through the aid of Grea% ‘
Britain and to unite all China under-his sway, Japan’s position
in Manchuria  might likewise be-endangered. Japan is there-
fore feigning fo act on the principle of a “unity of the yellow
races.” The United States, which have no ‘special interests in .-
China, are pursuing the policy of the “open door”, that is to
say they desire an equality iof “competitiveé conditions in the
bourgeois China they expect to see, amd are not willing to
forfeit sympathies without due cause. =~ = -~

Thus no united “front can be formed, since the three parties
chiefly intersted, wviz. the ‘three main imperialist Powers, cannot

_atrive-at a common policy.

jreat Britain has quite particular interests in China. These
do not lie.in thé dimensions of the British share in’ China’s

_foreign trade, which, as already demonstrated, falls far 'short -

of that of Japan and the United States, respectively. Nor do
the British interests consist .in the British share in Chinese
railways'"®) or Chinese industries''). They lie rather:. R

1. In the mediation of foreign trade. yAt H(mg Kong and

>’part1y also at Shanghai, import and export trade pass through

British hands.

The following were #he quotations' on the Londos Stock '

"Exc‘hxange: S .
N Chinese Loans April 30th ‘' December 1st
4 per cent. of 1895 e e 90Y/: - 33
5 percent of 1806 . . . .. . . 934, 81,
41/, per cent. of 1808 . . . . . . 5%y 50 -
5 per cent. of 1913 Reorg.- . 68 - 50
5  per cent. of 1912 (Salt) o 624, 45
5 per cent. Tientsin-Puckow . 45, AT,
5 per cent. Hukuang. : .- . . . 46 254/, -

119) According t6 the calculation of Kantorovich (“Foreign
Capital and the Chinese Railways”, p. 137, Russian), the shares
of the indjvidual Powers in the capital of the railways (inclu--
ding the capital of the joint-stock companies, their loans, and
the loans to the State railways) figured as follows:

Millions of Chinese Dollars (= 50 Am. cenis)

Soviet Union .. . . . . 401 36.6 per cent.

~ Japan o 338 31.0 per. cent:
 Great Britain 132 12.2 per cent:
France . . . . . . . 9 8.3 per cent.
German F - 1 4.3 per cent.
Other = Countries ... 8 7.6 per cent.

i 1092 100.0 per cent.

u1) In the Chinese textile industry there were in 1925

Factories "Spﬁndles Looms

Chinese e e e 69 2,032,816 13,371
English .. . . . ... 4 . 205320 2,348
Japanese . . . . L. . 45 1,331,334 5,925

The British share in this most important industry is very
small. ‘ ’
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‘2. In banking. A great part of the money and credit busi-
ness is in the hands of Enghshmen (At Hankow, they replied
to the occupation of the concession by closing the bank counters. )

3. In navigation, both for overseas, and for coastal and
river traffic.

4. In the monopoly of the maritime customs administration,

- which enables them not only to occupy several well-paid posi-
tions but also to gain insight into the business of 1he1tr com-
petitors.

Hence the great difference im the attitude of the British
bourgeoisie of Hong Kong, Shanghai, etc, and that of the
middle class in the matter of' the Chinese policy. From the
standpaint of the British findustrial bourgeoisie, Chinese business
is. possible even without- privileges; for the Anglo-Chinese
bourgeoisie it ‘is out of the question. The latter therefore urge

dn' “active policy” and “protection of the British flag,” Wthh
means armed - infervention.

. -.But just because’ the interests of the Anglo-Chinese bour-
geoisie are different from those of the bourgepisie of other im-
perialist countries, it is difficult to bring about a unifed front.

¢ ¢ Thus the emancipatory fight of the Chinese people proceeds,
" simultaneously with the development of class differences within
the  Chinese people. The main- question, as to whether the out-
come of this anti-imperialist struggle will be a bourgeois
China or a China of the workers and peasants, has not yet
~ ~been decided.

Dutch East lndles.

The rising in the Dutch East Indies recently atiracted the
. attention of ihe world to  the existence ;of Holland’s colonial
empire. In view of the ummportant role played by the Nether-
lands in European politics, one is apt to forgef that, after. Great
., Britalin and France, they possess the most populous colonial
/- area, jn the 'world. The so-called Farther. Indian Islands, the
: eﬁnant of.a yet fr'vaster colonial empire from ‘which Hollaad
has been gradually ousted by Great Britain, comprise a terri-
“tory of about dwo. million sqare kilometres, or four times as
large an area as that of Germany Their papulatlon »amoums
to roughly’ 50 millions.

" This popmlla'ﬁnon is very unequally  distributed. On the
island of Java, the cenire of #he Duich colonial possessions,
more than 35 million people are crowded together on an aréa
of 131,330 square kilometres, which amounts to about 300 per

o ssquare - kilometre, a denser’ pppulation than in any country .

of Europe. The other 15 millions are distriibuted over the
remaining dterritory, which includes very thinly populated ‘and
yet'uncharted regions, whereas Java is a hlghly cultured land,
traversed by railways and. roads.

The Dutch colojiies present the old type of oolomavl exploi-
tation. The fertile land has been- entrusted ‘to-a 'small group
of vaiamammn companies -and wcolonial capitalists,” wWho - cotne
there for a certain time and leave the ¢ountry, again when they
have grown rich. The accumilation of wealth and the exploitation
of the islands assume unheard-of dimensions, as ‘is best illu-
‘ :stsrated by 'the developmemt of forelgn trade“?)

Foreugn Trade . m Miltions. of Dutch Florms“)

1913 <1922 1923 1924° 1925
Imp,onbs, ... . 437 691 654 714 ER
Exports . .. L6140 B36. 1378 155T —

“Export Surplus . . 177 . 445 724 . 843 .

A hxghly sastksiaoﬁory trade balance! But what is the eco-
nomic meaning of these phenomerion? ‘Neither more nor less
than that in 1924 the foreign capitalisis exported in the form of
profits more than half the value of the total exports without
affording the country any compensation whattsoever. The actual
profit, indeed, was probably still greater, since part of it
> must. oenta«mly have .been iinvested' in the country itself. In
1925 and 1926, the profits must been much greater still in view
of the very high rubber prices.

12y “Jahrbuch fiir Wirtschait, Politik, u. Arbeiterbewegung”
1925/26, Hoym ed. p. 882.

11%) The'Dutch East Indies have the same currency as Hol-
land (1 florin = 1s.8d.)

How large the capital is on which this profit was made,
we are. unfortunately not in a position to state. Only a few
individual returns are ito -hand!!*).

Rubber companies possessed a nominal share capxltal of
108 million florins. Their reserves amounted to 117 millions.
The value of the shares, according to the rate in the beginiing
of '1926; was between 500 and. 600 florims.

Sugar Industry .
Tobacco lndustry .

700 mﬂlmons
150 millions .

These are the most important branches of productmon 1t
we add 200 per cent. to represeni the other industries, we get

_a total nominal capital of at most three or four thousand million

florins. The surplus of exports alone indicates a rate of mterest
on an -average of about 25 per cent.
The entire region is adapted throughout to the profiteering

/interests of the Dutch capitalists (115). Apart from the produc-
‘tion of mineral oil and. tin, these islands are recognised. and

exploited as the God-sent seat of the rubber, sugar-oane, coffee,
tea, and tobacco plantations:

Exports were made up as fo]lows 116):

o2 1921 - ;

: Mill. Florins . Per Cent. Mill. Floring Per Cent
Sugar . . . . . 499 365 491 32 1
Rubber . . . . 174 12.7 203 7 13.2
oir . ... .. 1061 11.9 158 10.3
~Tobacco. . . .. 86 .63 o124 7 81
Tea , . . 76 55 .94 6.1

. Tin & Tin Ore . 60 43 81 5.3
* Coffee.. . . . . 30, .21 . 66 . 43
: 79.3 79.4

80 pgr cent, of the exports consist of prime products of the
plantations and mines. They are all the outcome of foreign capi-
tal. The: share of the “native Jproduction” of Java in 1924 was not
more than 12 per cent., whlle in the less exploited outer. districts,
where the activity of the ‘capitalists is in many cases restricted

to-buying up the agricultural:products, it figured at 50 per cent.
fNo Jarge scale indusiry working for

inland requirements
is.aple-to develop, since the natives have no purchasing power

.and the Dutch import what they need from Europe.

In spite of the fertile soil and the highly -propiticus chmatlc
conditions. the native population suffers the most acute misery.

-Slavery has.been formally abolished. but it continues to exist in

fact in the*form of indentured labour. The peasant population,

.which }frowdes the workers for . the sugar factories; and, other
a

seasonal enterprises, is oppressed by heavy taxes; . _,, 5
In an official report on the position of the natlges “7), it has
been stated that against an established yearly family income of

“about- 225 florins; admlttedly requisite for a bare existence, “the

average yearly income in many districts in _money and kind per

head is not eventhe tenth.part of this,sum’, ;ot

As regards;-wages, we may dquote ‘the_ statements of an,. un-
prejudiced witness, E. Helfferich, Manager -of the “Straits &
Sunda Syndicate” and  brother of the.; well-known reactnonary
German. -statesman, Karl Helfferich.

“In order to show how low the standard of hvmg amon'r
. _the natives is and what a difference there is between the native
“"and ‘the European standards, I subjoin the following survey:
. “Monthly Wages of Natives and’ Sa]arles of Europeans

; in the . Plantations. A .

Java:

Free Labourers (javanese) Europeans

. - Florins . Florins
“Men (casual workersy . . 0 to- 12 -+ 200 to 1000
Men '(regular worKers) 12, 150w L
Women (casual workers) .6, 12 '
Childrer (casua] workexs) 450, -6 -
Clerks . . . S 15, 50
Overseers . . . . . o 25 » 100,

14) Report by the Brmsh Commercial Attache at the Hague,
“Report on the Netherlands”, p. 67, etc.

15) Besides Dutch capital, there is British and American,
mainly in the mineral oil exploitation; the Dutch interests,
however, are greatly- predominant.

~118) “Wirtschaftsdienst” of October )4th 1926,

17) “Wirtschaitsdienst” of July 2nd, 1926 D 893

1321.
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Sumatra:
Indentured Labourers (Javanese) Europeans
* Florins Florins

Men PR o) 250 to 1000
Women . . . . . . . 12
Clerks . . . . . . . . 25 to 75
Overseers . .. .o.23 0 100

This shows in the first place the extraordinarily low
level of native wages. Though we may assume that in each
native family as a rule not only the father, but also the
-mother and one or more of the children work and earn, and
though more may sometimes be earned by contract work
than by daily labour, we cannot but consider on the other
hand that the casual workers in particular work most irre-
gularly, and that the average monthly wage is then lower
for the individual than the rate indicated here for the whole
month.

Wages are certainly lower here than anywhere else in
the world. This brings up another question, as to how these
wages compare with the output of work. The working out-
put of the native is small if measured by European stan-
dards and transferred to a European climate. Most of the
free workers work no more than 5 or 6 hours a day, while

the contract workers put in 8 hours’ work. In regard to the |

intensity of labour, the work done cannot be compared with
that of a European, but it is continuous work carried on in
an oppressive tropical climate. A European worker would

be quite unable to perform this physical work in such a’

climate for any length of time. It is only the Chinese that

can de more work under such circumstances, but in their

case the greater output is counterbalanced by higher wage
demands.” - ;

Even the “Vorwirts” says in an Amsterdam report of De-
cember 22nd, 1926 (though on the basis of an average wage for
workers of 200 florins per annum): .

“A nation, the majority of which live on the richest soil
in- the world more miserably than the poorest peat-cutters
on the Drent moors, cannot possibly feel well disposed to-
wards the Dutch, who derive tremendous profits from the
said soil.”

As a matter of fact, trouble has long been brewing in these
colonies of Holland’s. Repeated attempts at rebellion have, ho-
wever, again and again been suppressed. It must be borne in
mind that over against 50 million natives there are not more than

200,000 Europeans, or less than one half per cent. The Dutcn-

keep down the natives by means of the natives themselves, as
the British do in India. ‘

“The Dutch colonies in the East Indies have their own
army with all up to-date categories of arms, with technical
formations, and with a separate general stafi. The troops are
natives from the various peoples of the archipelago, the petty
officers partly native soldiers of long standing and partly
Europeans, the commissioned officers almost all Europeans.
The white members of the army are predominantly Dutch-
men, though here and there they are foreigners, especially
Germans. Since the coloured soldiers are all stationed at a

distance from their homes and among niore or less foreign

people, and as they are allowed to keep their own wives

and children in the barracks, they come very little into touch

with the local population. They have hitherto proved very

useful and reliable in suppressing rebellions, and will pro-

-bably be able to cope with the present disturbances.”

Thus writes a correspondent of the “Deutsche Allgemeine
Zeitung” on December 28th, 1926.

The labour question has been further aggravated during the’
last few years for various reasons. The great appreciation in the '

price of rubber caused the natives to have an ample income from

. The coloured race against the white.
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collecting . the yield of the wild rubber trees, so that they refrai-
ned from working on the plantations. The entire rubber yield -
was sold to Chinese dealers, who resold it to British India.

This development disturbed the Dutch rubber capitalists in
every respect. In 1925, the Dutch East Indies produced roughly
40 per cent. of the world output, exporting 234,000 tons, 85,000
tons of which were independently collected by the natives from
the wild trees*®*). The natives, moreover, themselves started

planting rubber trees at the rate of .about one million a year.

“In the course of the last year (1925), the value of the
rubber collected by the natives amounted to 200 million flo-
rins against a total production valued at 400 millions. As a
result of the tremendous influx of money in the districts of
native production, practically no workers are available there;
the wealth of the native population in south-east Sumatra
causes the production of ioodstuffs to be neglected, which
may entail a catastrophe in the future 11%).”

As we see here, the British diplomat pities the natives, who
are in danger of incurring starvation by their high income. The

* Government of the colony has also done all in its power to pro-

tect the natives from such fatal enrichment — and at the same
time to provide labour for the plantations. The natives are hin-
dered in their activity in every possible way; while a syndicate
has been formed, with the support of the Government, for the
purpose of buying up the rubber produced by the natives, so
that the latter and the Chinese dealers may both be deprived of
their profits. The syndicate in question -aspires to the monopoly
in this branch of business, though it explains its activity by poli-
tical arguments which excellently illustrate the relations between
capitalists and natives 12°),

~ “The contact between the Chinese dealers and the na-

tives has been anything but favourable for the mentality of

the latter, and the defiant and often impudent attitude which -
many natives have adopted since the rubber boom, seems

in great part to be the outcome not only of their unexpected

prosperity owing to. the high rubber prices, but also of

the influence exercised by the Chinese. One of the objects

leading to the: creation of this syndicate is that of putting

an end to a state of affairs which is so highly undesirable

for the Dutch East Indies.”

Owing to our lack of knowledge of the Dutch language, we
have not been able to collect more than mere fragments of in-
formation in regard to the conditions in the Dufch colonies in
Farther India. One thing, however, is obvious, viz. that it is
iiere not the case of individual revolts, but of a general emaa-
cipatory movement on the pant of a numerous population against
imperialist exploiters. The struggle will grow all the more acute,
since here there appears to be no native bourgeoisie — as there
is in China and India — which with its two-sided interests
could mitigate the intensity of the struggle®?!). The country is
divided ‘into two camps, with 50 million natives on the one side
and 200,000 foreigners on the other. Workers against capitalists.
Mohammedans against
Christians. Exploited against exploiters. Oppressed against op- .
pressors! This cleavage reaches from the very foundations to
the utmost branches ot the ideologic superstructure. Here indeed,
no ‘“foreign influence” is needed to provoke revolutionary
upheavals.

18) “Journal of Commerce” of November 5th, 1926.

19y “Report...on the Netherlands” p. 68. The petroleum
capitalists likewise complain of “defection of the native workers,
who are hard to replace.” (“Wirtschaftsdienst” of July 2nd,
1926, p. 896.) ‘

120y “Wirtschaftsdienst” of ‘March. 12th, 1926, p. 343.

121) We hear of native intellectuals in the service of the Dutch
exploiters, but of no actual bourgeoisie, only the Chinese dealers
occupying a middle-class position.
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