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AN R Oe DGR D0l

: "..i.the Beondmie structure of society always
furnishes the real Basis, starting from which we can alone
work out the ultimate ekplénetion of the whole superstruc=
ture of juridical snd politicasl ingtitutions es well as of
the religious, philosophical and other ideas of a given
historical period." (Friedrich Engels, Socialism, Utopian
and Scientific)

Historically, the key to the development of capitalist society in gener-
8l is to found in the operation of the laws of capitalist accumulation, as leid
bare by the founders of historical end dialectical materialism, Karl Marx end
Friedrich Engels.

Within the context of these laws, the real key to world politics since
1917, is to be found in the social earthquake which smaghed the capitalist econo-
mic structure of old Russia and esteblished the Socialist economic structure of
the U.S.S.R.

Within, eand in accordance with, this context of world politics, the key
to United States domestic politics of the past thirty years is to be found in the
economic earthquake which produced the stormy class struggles of the Great Depres-
sion of the 1930's.

Of course, this key must be used, not mechanicelly, but according to the
principles of dialectical and historical meterialism. Nevertheless, the under=-
standing of, the development of the economic structure, i.e., of production rela=
tions -~ this remains the key.

It necesserily follows, according to the logic of class struggle, that
bourgeois politicel economy = from the "Madison Avenue" school to the "Left"-con-
ciliationism of the old Communist Perty leadership - today tekes as its paramount
and guiding concern to prove:

1) that present~day U.S. people's capitalism is fundamentally different
and cured of the defects of the capitalism studied by Marx end Engels.

2) that the genersl crisis of world capitalism, which became full-blown
with the October Socielist Revolution of 1917, is merely a figment of Marxist=-
Leninists' imagination.

3) that U.S. capitalism has , by Congressional enactment, esteblished
"built-in"guarantees against the recurrence of severe economic crises.

The ninhe articles collected here appeared February to October, 1959, as
separate monthly installments, "On the Economic Situation" in the VANGUARD, orgen
of the Provisional Orgenizing Committee for e Marxist~Leninist Communist Party.
Stetisticel sources, where not otherwise specified, are publications of the Federal
Reserve Board end U.S. Department of Comerce. In some instances, the original
statistics have been sltered to provide the latest figures available at the time
of this printing.

Our aim was to defend eand apply the principles of Marxism-Leninism in
general, and in the field of political economy, in particular, in the struggle
sgainst bourgeois ideology, in general, and Keynesian and revisionist economics
in particuler.



Working people, Negro and white; know for a fact that the recesgsion is not
over, that the "recovery" so far is about 90% propagends. For them, we hope these
articles will help explein the meaning of this fect; in order that they may e
ideologically better armed in the sharpening’ cless struggles now at hand. It is
our hope elso that many of -them will become com_r;_tnced Marxist-Leninists, themselves.

As for the capitalists, from the ruling monopoly cirtles on down, as well
es their opportunist supporters, they are psychologically incepable of fully under=-
stending the real situation, because of their particular class interests and ties.

For our part, we could hardly cere less. They are not the ones who will determine
the future of U.S. society.- : i

However, the underlying "economic structure" is once more being reaised to
the surface of desy-to-day political concern. So perhaps, even among the bourgeols
economists, the intrusion of the realities of capitalist economic contradictions
will, where our poor arguments fail, teach them & little more modesty when they
speak of "old" Karl Marx. -

These erticles are the collective product of & movement of workingmen ‘and
workingwomen, employed end unemployed. We are eware that the limitetions on our
time, sources and facilities account for meny shortcomings of preparation and pre-
sentation of our meterials. ‘

But the condition of our weekness is also the condition of our strength -
our proleterian instinct and our unwavering determination to vindicate the science
of Marxism-Leninism for our country. And if we successfully implement that deter-

mination, we shaell meke no further apology for dissbilities imposed upon us by our
clags position in capitalist society. -

M.PI

September 28, 1959
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I. RECESSION NOT OVER

. After seven months of "rccovery" claims, the moncpoly éspitalist_frulers
of our country have given the workers a 1959 New Year's present of mass unemploy-
ment greater than it was & year ago. :

; From the security of their government and editorial sanctuaries the high
priests of finance capltal assure us, however, that tlhe prasent high level of job-
lensness is merely a "tomporary inconvenience" waich the American working class
should bear with good grace. Here is a typical exemple of the official "explana~
tion" in this connection: : j : B ‘ i _

"As expected, in a recovery several factors hold down the pick up in '
employment. For one thing, before eapleyers rehire lald off woriers, they regtore
t> full time, workers who have bzen cn pert time. Moreover, the charpening of
production efficiency that occurs in recession inevitebly means that some jobs of
the laid-off workers have been eliminat=d." (Views of U.S. government economints

cited in New York Times, November 16, 1958.)

A1 thé{'., and a ‘token will get you & ride down to the unemployment cr
relief office. But juct for the record, let's briefly reflect upon this offering
of mid-20th Century U.S. monopoly capital "political economy”. : ;

‘ ; First of.all, they spesk of a "pick up" in employment, end in the very
next breath estimate (even by the government's official f:lguress ‘that between
October, 1958 end Jenuary, 1959, unemployment will rise by 18 per cent (from 3.8:
to 4.5 million). Some "pick-up"i

By December, 1958, it was reported past the 4.1 million merk.

Secondly, in commection with their reference to part time employment:’
In their eegerness to assure us that there is no real cause for alarm in the pre-
sent level of unemployment, they are forced to reveal the lie they have been tell-
ing all along.. They now confess what labor has charged for meny yeers: That gov-
ermment figures sre deliberetely falsified to conceal the real extent of uremnlor-
ment. A most recent example of this charge was a study made by the International
Longshoremen's and Warehousemen's Union. It showed how government figures of un-
employment totally ignore the fector of part-time ‘employment. The West Coast
union showed that this factor alone ("Full-Time Equivalent Among Those Involunter-
11y Working Part Time for Economic Reaesons") would add ebout one-third to the of-
f£icisl figure. This factor, together with one other ("Hidden Unemployment Among
Those Which the U.S. Census Excluded From the Labor Force') raised the ectual un-
employment for the month of June, 1958, for example, from 5.4 million (given in
government stetements) to an actual level of ©.2 million!

Thirdly, the government economists "explein" to us, perhaps with & sigh,
thet some workers cen never get back their old jobs; they have been "eliminated"
by "the sharpening of production efficiency that occurs in a recession." Only in
a recession? Even such anti-lsbor sources as the President's Economic Report for
1958 and the Federel Reserve Board (in an unpublished enelysis by Murray Wernick,
cited in the July, 1958 issue of Economic Notes) admit that in the ten-year period
1947-57, the productivity of menufacturing workers increased on an annual aversge
of 3.24% (the President's estimate) or 3.70% (the FRB figure). Their figures show
an increase in man~hour productivity fcr every year of the period, prosperity as -
well as crisis. OFf course, 1t is true that the index of productivity does reflect
the various phases of the economic cycle, with the sharpest gains in men-hour out-
put being made under the "stimulus" of high unemployment. For instance, in 1949-
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50, and in 195L«55, Yhe average annual rate increase in the productivity of lsbor
was 8.4% end 7.8% of the 1947 bage. Using the same base yeer end extending the
productivity index in menufacturing in keeping with the estimete of Business Week
(September 20, 1958) the productivity figure for the fourth querter of 1958 would
be sbout 9.5 points sbove the corresponding period of 1957 (Note: .A New York Times
account, July 26, 1959, stated es follows, under the heading"More Production and
Fewer Jobs": "In the last eight yeers Americen productlon of duraeble goods has ris-
en 27 per cent but the number of workers meking them has dropped 511,000. In the
same period production of non-dursble goods has gained 35 per cent but the nurmber
of vorkers producing them has fallen 983,000." M.P.) i

That is why it was no exaggeration for the United States Commissioner of
Labor Statistics, Ewan Clague, on Noverber 6, 1958, to say that even if production
were to return to the previous prosperity level, employment would not because it
would still leave those thrown out of work by increased productivity snd the normel
incresse of 700,000 or 800,000 per year. Karl Marx, 110 yeers sgo in his famous
"Wage - Lebor and Cepital", exposed and analyzed this tendency peculier to capitelism
where: "The fastest possible growth of productive capitel is, therefore, the indis~
pensible conditions for ‘e ‘tolersble Life to the laborer." (Chapter vI)

Thus, when the bourgeoisie takes even slight note of this effect of ceplt-
alist "progress" on the life of the worker, they are confessing the failure of their
endless "refutations" of Marx, who first revealed that: ; .

"The lew by which & constantly increasing quentity of meens of production,
thanks to the advemce in the productiveness of social labor, mey be set in movement
by a progressively diminishing expenditure of humen lgbor power, this law, in & cap-
italist soclety - where the lsborer dces not employ ‘the mesns of production, but the
mesns of production employ the leborer - undergoes a complete inversion and l1s ex-
pressed thus: the higher the productiveness of lsbor, the greater is the pressure
of the lsborers on the means of employment, the more precarious, therefore, becomes
their condition of existence..." (Cepital, Vol. I, Chepter XXV, Part L)

"FIGURES CAN'T LIE, BUT LIARS CAN FIGURE"

The worst deception of all, however, thet is being attempted in relation to
the current economic situation is the fiction to the effect that the cyclical econ-
omic crisis - depression period is over and that "The economy is in full swing of
business recovery," es Mr. Clegue for instance puts 1ts

And, now, we hear it from the President's 1959 Eeonomic Report to Congress:
"A recovery began in May, 1958 and by the end of the year most of the ground lost
had been regained...The events of the last eighteen months show again the consider-
gble capecity of our economy to resist contractive influences and to hold a downe-
turn within fairly narrow limits." .

In order to support this "prosperity-is-just-around~the-corner-happy-days=
are-here-sgein" argument, its supporters resort to typical methods of vulgar poli-
tical economy: pragmetism end one-sldedness.

They emphasize secondary aspects of the economic picture simply beceuse
these seem to serve thelr "recovery" argument. On the other hand, they de-emphas-
ize, ignore or dlstort other basic and decisive elements in the current economic
situation, simply because these cennot be made to -support their thesis.

They emphasize the rise in the gross national products from an snnual rate
of 425.8 billion dollars for the first querter of 1958 to en estimated $439 billion
in the third quarter.
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Gross national product for the Lth quarter of 1958 is now reported to have
increased to an emmual rate of $457 billion. But for the year es & vhole it still
wes only $4h2 billion compered to $4l3 in 1957. But they de-emphasize the fact
that some 60% of this "recovery" simply reflected price incresses, largely monopoly
price boosting. "In the third quarter of 1958, the current dollar GNP hed regained
sbout two-thirds of its prior decline; in reel volume terms, ebout two-fifths of
the loss had been made good." (Article in U.S. Department of Commerce Survey of
. Current Business, December; 1958) n i :

They point to the rising index of stock market prices, now at or near all-
time highs. But they ignore the fall in bond prices (i.e.,, the rise in interest
retes), a development which shows that the capitalist speculators ere motiveted not
so much by & confidence in stocks, es by & lack of confidence in bonds; not by a
stronger confidence in capital in its commodity forms, but by a weekening of con-
fidence in capital in its money form.

They point to the rising voluwe of wermeking expenditures by the U.S. gov-
ernment as en economic stimulus. But they soft-pedal the financial crisis which is
being created by their cold-war spending, by their placing of the government cre-
dit at the disposal of a hendful of imperialist blllionaires. This question of the
developing finencial crisis and its significance for the class struggle we shall
reserve for further discussion later. (See Parts VII and VIII)

But when a country is opersting in the internationel market with & weaken=-
ing doller now challenged by & freely-convertible British pound end by a devalued
French franc now looking the dollar straight in the eye at the official exchange
rate; and when U.S. gold reserves fall by more then ten per cent in less then nine
months (February to November, 1958), it is obvious that "something will have to
give." If England in 1957 end France in 1958 benkrupted the pound by monopoly dic-
tated policies, then our turn will come, too, end for the same reason. But who,
then, will there be to lend the U.S. Treasury a sum comparseble to the $375 billion
and other loans which the British got from the U.S. in the late forties? Or will
the attempted solution take more the form now being advanced by fascism in France?

Certainly, the economi¢ situation of the last year, or, indeed of the en~
tire period since the beginning of World Wer II can be understood only by taking
into account the expansion of the government credit as a factor of key importance.
But if we are to avoid the one-gidedness of vulger political economy, we must keep
two things in mind regarding the expansion public debt: 1) it has its negetive as
well as its positive economic consequences; and 2) it does not mitigate, but rather
it aggravetes end expands the scope of the contradictions which give shape to the
capitalist economic cycle. (See Parts VII and VIIT)

They point to the rise in the Federal Reserve Board index of the physical
volume of industrial production from 126, in April, to 142 in December, 1958, with
an aversge for the year being sbout 134 (1947-49 - 100). But they ignore the sig-
nificance of the expansion of productive capacity since 1953, the first year in
which industrial output reached 134. From the end of 1953 to the begimming of 1958,
$127.6 billion was spent on new plent end equipment. (Survey of Current Business,
February, 1958) _ ;

An idea of the proportions of this expansion cen be had from the follow= ~
ing: From the end of 1953 to the beginning of 1958, in U.S. menufacturing (wvhich
. accounts for ninety per cent of the industrial product on index) more than $53 bil-
lion was spent on new plant and equipment (U.S. Department of Commerce figures).
This amount represented more than 85% per cent of the net value of all existing
roperty, plant snd equipment of all manufacturing industry in the United States.
?Na.tional Industrial Conference Board Economic Almanac, 1958) '
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Turther on in this article we shall cite bourgeois ‘sources to show thet
the productive capacity of basic American industry is overexpended from 25% to 50%.
(See Part III) Those figures show that whereas output in 1958 wag no more then
about what it was in 1951, this level of prcduction represented 95% of capacity
before, now represents only sbout 71% of ecapacity (12 besic industrial materials).
The significance of these contrasting retios is obvious: a year of 95% of capacity
operetion is almost sure to explode in expansion of fixed cepital investment; a
year of T1% of cepacity operation is slmost sure to lead to a period of stagnetion.

They point to the relative strength of construction activity which rose
from a level of $3.9 billion in May to $4.3 billion in October. But they are con-
streined to leave out of account these facts: 1) The $1,850,000,000 mede evaileble
under the so~called "anti-recession" Emergency Housing Law for government purchase
and guarantee -of housing mortgages has been used up; and 2) Industrial construc-
tion declined every month from September, 1957 to October, 1958, a total of 40%.
(From & level of $290 million to $165 million). (In November, 1958, it has risen
to $167 million, and in July, 1959 still stood at only $170 million - M.P.) This
figure is important not for its relative size but as an index of expenditure of
fixed capital.

They point to the relative strength of the index of disposeble personal
income, up by $5.3 billion from the third quarter of 1957 to the third querter of
1958, & gain or 1.7%. But they disregard the meaning of these facts: 1) in the
same period the consumers price index increased almost twice as fast, il.e., 3.1%!
and 2) according to the Survey of Current Business, no less then 5.2 billion of
the $5.3 billion increase was accounted for by the increase in government transfer
payments (such as old-age and survivors' insurance, unemployment insurance, and
others), the very type of expenditures which either the threat of inflation or
direct reductions mske most unsteble. Surpluses can never be liquidated on the
basgis of a dollar of reduced purchesing power in the form of the pittances grudg-
ingly issued to the unemployed end pensioned workers.

They point to & narrowing of the gap between total inventories to sales
by some $4.6 billion in the first nine months of 1958. But they remain silent
sbout the implications of the $1.8 billion decline in exports (second querters of
1957 end 1958); the $2.0 excess of redemptions over sales of U.S. Sevings Bonds
during the first nine months of 1958; and, that as of last September 30th, the U.S.
govermment hed $7.5 billion invested in "surplus" farm products, $645 million more
than a year earlier.

A NEW "SCHOOL" OF POLITICAL ECONOMY

In the history of political economy, we have had various schools: the
Thomist feudael anti-usury school, the physiocratic school, the mercantilist school,
the clagsical school (Smith, Ricerdo, et al) etc.

"Classical political economy", said Marx, "nearly touches the true rela-
tion of things, without, however, consciously formulating it. This it cammot, so
long as it sticks in its bourgeois skin." (Chepter XIX, Vol.I, Cagital) Marxism
freed political economy from its bourgeois skin, vindicated it as a science, and
placed it in the hands of the workers as an instrument of struggle for higher wages
better working conditions, shorter hours, for democracy and for socialism.

For that very reason, however, ever since Marx, bourgeols political econ=-
omy has devoted itself to attempting to give this "empty skin" the appearance of
life, of a connection with scientific content. Such a morbid preoccupation inevit-
ebly led to & degenerating line of development. Todsy, out of the particuler set-
ting of Americen imperielism, in the time of the second stage of the general crisis
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of cepitalism and of triumphent social:Lsm, is born the lowest of this descending
order of bourgeois ideological development. We call it thé Madison Avenue school
of political-economy, not because of its physical 1ocatlon, but because of its

: _guid:mg ethics- /

The Madison Avenue school of political economy devo‘bes itself to turning
out "commercials" for imperislism, particularly the American brana. Its attitude
ST SCIBNTITIC POLitival scondmy TH ‘the ‘same as the edvertising sgencles® attit-
vde toward medicel science, for example. The pogsibility that cigarette-smoking
causes lung cancer is. simply mede the basis for putting forwerd "sclentific" claims

of the effectiveness of "filter tips". In like manner, the fact that imperialism
ig forced to throw into the breech its ultimate reserves in its desperate and un-
equal competition with world socialism and its own internal contradictions - this
is mede the bagis for "scientific" cleims for the "stebilizing" effect of direc‘b

and. ‘indirect government subsidies to privete monopoly capital.

The current officisl line that "the recession is over and we are in the
full upswing of recovery" - this is nothing more nor legs than the theory and =
practice of the Madison Avenue School of political economy. We should treat,
therefore, with the same skepticism these emenations from the advertisers of cepi-
tal as that with which we regard the huckster-cr:.es from the "capital of adver-
tisers.”

What then, is the truth ebout the pi'eaent economic situastion? What do
the basic factors indicate for 19597 What is the effect of government spendifig?
Why. and how Merxist-Leninists cen and must take up the challenge of the "fiscal
conservatives”, the Keynesians and the revisionists in the field of political
economy in relation to the present economic situation -~ and, what are the basic
requirements of a working class economic program of "self-defense"? These and
other questions will be discussed in the remeining sections of this series.
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II. THE "OFFICIAL THEORY" AND ''THE OPPOSITION"

The officisl line of the bourgeoisie, as advanced in the President's
1959 Economic Report (p.l33z ig that "....the recession may now be regarded as
heving ended in April (1958)." At the same time, the line of the "back-benchers"
and of some of the "opposition" mey be said to be, "Yes, but the recession wes
ended by increesing government expenditures.” ‘

The one line is worthy of the other: For, on the one hand, the recession
is not over; and, on the other hand, government spending cannot (contrary to
Keynes) suspend the lew governing the cyclic motion of capitalist economy.

The government economists speak of a few "weak spots”, such as "employ-
ment, investment, capacity utilization and & number of other factors." They cite
the hoped for "high consumer spending," "the resumption of rising business expen-
ditures for plant and equipment," and " a further slowing down in the rate of in-
ventory liquidation end then a resumption of inventory build=up." On this Thgis
they assure us that "the economy is now in the full swing of economic. recorair."
(Government. economists' views cited in New York Times, Noveumber 16, 1958)

RAG-TAG "THEORY" FOR BOB-TAIL "FACTS"

As far as the theory of politicel economy is concerned, the view-af -the”
govermment econcmists, as set forth in the President's Economic Report (1959,
may be swmarized as follows:

"Inherent features of eur ecomomy" which (they conmtend) brought ebout~a-
“good recovery" were ;
a; "our free competitive institutions.of saving, benking and finance®;
b) "the character of our pecple" as expressed in
1) "their industry and resourcefulness" e
2) "their cspacity to take a confident and balanced view-of
the nationts economic prospects”;
¢) "lengeterm structural chenge in our econowy such as
1) "the inercased proportlon of Americun werkers-baing -emrloy-
ed in industries end occupations not readily aftfected by
eccnomic dowmturns"
2) "the business praciices of long-term plenning for the en~
Jargement of operaticns.”

In sddition to such "irherent features”, the govermment cites the re- -
- cession-resisting" effects of such elements of "our eccoaumy" es

d) unemployment compensation payments

e) the system of graduated personal income- taxes.

Having drummed up such a bob-tailed array of one~sided "facts"(which
. we discussed in tho previous chapter) the government economists have with perfect
consistency, generalized their "facts" with a reg-tag "thecry”.

Points "a", "b" and "c" were just. as Minherent™ in ovr economy in 1029 "
‘as they are in 1959. The only differences.ere that there have been

a) a vast growlh of monopcly domiration of industry and. finance;

b) the emergence of American imperislism as "ieazder of the free world" .
end the correspending development of state momopoly cepitalism, which
more and more directly subordinates the governmenl to the intewests
of a handful of large-corporations; .

¢) a steedy increase of economic perasitism, including non-productive
economic activities.
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If the inherent cPelities of American imperial could not prevent the
depression of the 1930's; then the extended development Of these seme inherent
qualities cannot be cited as a guarantee of the sbility of "our" economy to "re=-
sist contrective pressures." = e Sk L

As for points "d" and "e" 1t is of undenjable historical interest that
e President, vho so faithfully incarnates the spirit of Herbert Hoover, finds it
proper today to boast of unemployment insurance and the gradusted personal income
tex as "recession-resisting factors of our competitive economy." It is well known
that it wes radicel workers, Socialist and Communist, snd.liberal bourgeois "egg-
heads" (as they are contemptuously called by the reactionaries) - it was these
whose agitation and struggles were responsible for the passege of these mesuures.
On the other hand, it was the spiritual forefathers of ocur current governmeuvt
economists who decades ago swore before God that the gradusted income tax and un~
employment insurance would destroy "free enterprise".

As comforting as such obgervations mey be, however, it would be & mis-
teke to think that these measures - aimed at taking from the rich and giving to
the poor - could promote the cyclical recovery of cepitalist profit-making. If
proof of this is wanted, it is sufficient to note that the bourgeoisie (liberal
and reectionary) ‘are pursuing today the policy of reducing unenployment compemsa-
tion (through liquidating the emergency federal peyments for extending state hens-
fits 13 weeks) and of shifting the tex burden even further then it has been &l-
ready from the rich to the backs of the working people.

But the most significent aspect of the theory of the Economic Report is
its consistent adherence to the theme thet government spending is a secondary and
non-essentiel factor in the current economic picture.

The significance of this theme in the President's Report lies in the
following: : ;
1) Tt tends to conceal the extreme development of state monopoly cspit-
alism end economic parasitlism which characterize Americen imperialism todey.
2) It serves to enhance (by contrast) the "opposition" pose of Keynose
iens of ell kinds, the reformists end revisionists whose common denominator is
the belief in the ability of the govermment to control the economic cycle.

SERIOUS THEORETICAL CHALLENGE

Within the ranks of monopoly capital, howsver, there are those who sharp-
1y emphagize the question of government spending because they are worried over
the inflationary effect that increased deficits mey have upon money-capitel. These
the "fiscal conservetives", stress the very factor which the Economic Report un-
derpleys, the effect of government spending on the economic situation in 1958. We
cite two examples: :

Speaking of the first-to-third querter rise in gross national product,
‘the business investment advisory organ Moody's Stock Survey, October 20,1958,
stated: "The entire rise....could be accounted for by govermment spending." It
showed that while during thet period the annual rate of gross nationsl product
rose by only $1h billion, the Treasury rate of spending increased by $16.7 bille
fon. (Cited on Labor Research Association Economic Notes, November, 1958)

The August issue of the New York Federal Reserve Bank Review opined that
"much of the explanation" of "the favorable turh OFf events....is to be found in
the massive support provided by the Government sector.ss." Within nine montlis .
the Review declared, "....the Government sector turned ®rom e net saver with a
$3 billion ennual surplus to & net spender with e deficit of $12.5 billion."
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i b ki il e - ;
 The seme theme 18 stre‘l%ged frdft Bnother querter. The "socialist-minded"
Nationel Guerdian, (Jen.12, 1959) ¢8rried en article by the well-known and res-

Pected economist, Victor Perlo, calling "military spending key to economic upturn.”

In insisting upon the decisive importance of increased government spend-
ing in 1958 economic developments, +these writers are sbsolutely correct.

But when the fiscel conservatives or even the "soclalist-nminded" conclude
that this increased government spending has produced a cyclical recovery = then
we pert company with them. :

Ve believe that the well-krown Marxist-Leninist economist Eugene Varga
was correct in his comment on this question:

"What can anti-crisis measures of the United States government contribute
toward overcoming the crisis? It would be incorrect to ss&y that government meas=-
ures cennot exercise eny influence on the crisis. But it would be even less cor-
rect to say that such measures can stop the deepening of the crisis." (Problem of
the Pogt-War Industrial Cycle and the New Crigis of Overproduction ," by Eugene
Varga, June, 1958, p.°2l)

The "recovery-by-government-spending” argument represents en inescapable
challenge to Marxism on the i1deological front. This is a more serious problem
then that posed by the falsified official press release. It has been mede more
serious yet by the cumulative effect of revisionism and concilationism in the
field of political economy as practiced by the leadership of the old CPUSA. Yet,
it must be tackled by Merxists or else the defense of not only the Marxist theory
of economic crisis, but of political economy in genergl becomes impossible. Marx-
ists-Ieninists must take up this challenge for the alternative is surrender to
Keynesism, the theory of "balenced economic growth" through monopoly capitalist
state intervention in the economy.

ILEGISLATION BILLS VS. ECONOMIC LAWS

For that reason we are forced to take issue with the theoretical line
advanced explicitly and implicitly in the Perlo article in regard to the current
economic situation. Perlo begins his article by saying:

ceeem- - Wget March I wrote thet the decline then under way was & real crisis of
overproduction. That was correct....I wrote that hard times would last for two
or three years. That holds up (remains true - M.P.) for workers.

"But," he continues, "I expected the dowmturn to last longer and wrote
thet it would be followed by a depression, with output staying at or near the low
point. That was inaccurate."

Instead, he states, the economy emerged from the crisis of overproduction
and entered the recovery phase, without a period of stagnation (depression). This
is not, he emphasizes, & mere fluctuation in the context of & general decline,
declering that "The recovery went beyond the bounds of & 'peuse on the way down.'"
The recovery he explains thus: "Military spending and action was the key to the
recovery."

One is compelled to conclude that Perlo is edvancing the following theo-
retical propositions:
1) thet laws made by legislative enactment cen supercede economic laws
of development;
2) that a cepitalist cyclicel crisis can be cut short and turned into
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recovery simply by the will of the bourgeolsie;
3) that the U.S. bourgeoisie hag found & way of ellmina.ting the stagna-

‘tion phase of the economic cycle. o 5

Bei’ore going into the theoretical polemics, ho'wever, 1e'b us raise ‘another

question, though briefly. Let us assume that Perlo is right, for .the moment.
Then vhat-is to be the situation for the next year or two? Profits for the com-
panies will go up. Government spending for armaments will be high, since ‘this is
“the key to the recovery". But there will be "two or three years hard ti_mes for
the workers" (this pert of his prediction Perlo says remains valid). ;

The obvious guestion in contemplating such a prospect is:.. What mekes
Perlo think the workers will submit to such & eituation? . Yet, on the other hand,
if they do not submit, the entire perspective suggested by Perlo venishes in air.
In short, if one seeks to substitute the program of the capitalist class for ob-
jective economic laws - then he must be prepared to allow equal status to the
progrem of the working class. This seems scarcely to enter into Perlo's picture
of things, except in & few concluding vague rhetorical questions in his article.

But, for Merxist-Leninists, the guilding theoretical principle is this:
Economic laws operate independently of the will of either capitalists or workers.
It is impossible to supercede these laws with "progrems" - government arms spend-
ing programg being no exception.

: Perlo's theme from beginning to end is precisely the contrary: That the
progrem of military spending is all-decisive, not only for the past year but also
Por the future. He cites three possible prospects for fubture economic develop-
ments, each one of which depends upon the decision of the bourgeoisie:

1) "should the free spenders win out, a more feverish semi-prosperity is
in prospect.es.’

2) "Should the fiscal conservatives get the upper hand, declining tenden=-
cies will soon reassert themselves.se."

3) "With a compromise in policy (our emphasis - M.P.) the life expectancy
of the recovery will not be very long, snd its chances of reaching a
new pesk not very good."

As between prosperity - even a "feverish semi-prosperity" - and an econ-
omic crisis, who would hesitate? Perlo does warn thet such a prosperity "would
not prevent another crisis of overproduction within a few years." But is thet
not what Perlo seid we hed last March? If "militery spending" pulled the economy
out of a crisis of overproduction in 1958 (which is Perlo's theme), then why can
it not do it the next time, with the cost being paid, if necessary, out of the
accumlations of the intervening "semi-prosperity"?

If the question of & depression now or a depression later were merely 8

. matter of a choice of policy of the bourgeoisie, then no cepitalist - vhose com-
petitive life depends upon the most rapid turnover of his capital - would lose a
second from the mad drive for present profite in worrying ebout tomorrow's. pos-

sible crisis.

Yet, such is the very implication of Perlo's counterposing of the line of
the "free-spenders" to that of the "fiscal conservatives." To say that the dif-
ferences between these two groups is rooted in their opposing views regerding the
dengers of inflation = so much is correct. But to attempt to project this fur-
ther as a controversy among cepitalists over whether to have an economic crisis
tsoon! or 'within a few years' - such a theory is alien to the Marxist science
of political economy - and to any other brand of sound logic.
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TISCAL CONSERVATIVES

Furthermore, it is a most serious and potentially harinful error to imply,
as Perlo does, (or at least to give grounds for the inference), that "the war
danger will increase" only if the "free-spenders” win out in the policy argument
among the monopolists. Their "family quarrel" with the fiscal conservatives are
merely differences over the policy of defilcit financing vs. pay-as-you=-go; or,
inflation vs. "sound-money". The following quotation from the Wall Street Jour=
nal, one of the most eminent spokesmen of the fiscal conservatives, illustrates
this point perfectly: b

"Meny people think the increase (in government spending -M.P.) comes from
increaged spending for defense....But certainly it is not correct - or honest -
to blame increased defense spending for bigger and bigger budgets.” (Editorial,
Nov. 11, 1958)

The editorial identifies the fiscal culprits as federal expenditures for
"labor and welfsre", education, veterans, fermers, etc., Is that not almost the
line of the newly proposed Eisenhower budget?

It is wrong to advance & thesis whose logic would lead the peace movement
to expect to find allies among the "fiscal conservatives."

Agein, the question vhich divides the "free-spenders” from the "fiscal
conservatives" in the ranks of monopoly capital is not vhether to spend for pros-
perity or to save. Rather it is merely how best to put the burden of the present
and continuing recession on the shoulders of the masses, Negro end white, whether
that be accomplished by the "indirect" method of inflation and more or less "hid-
den" tax increases; or by the "direct" method of wage-cuts end incressed with-
holding taxes and sales texes; or a combination of the two methods.

The "free spenders" cannot give the country prosperity, "semi" or other-
wige. And the "fiscal conservatives" will not serve the cause of disarmement
and peace, any more then the "free spenders" will, (See Chep.VII for further re-
ference to Perlo's view)

THREE KEY THEORETICAL PROBLEMS

We heve thus Fer relied upon certain assertions sbout "economic laws of
capitalist development", "pheses of the economic cycle", and "the Merxist science
of political economy”. We have felt free to do so since the Guerdian article
also assumed & degree of familiarity with such concepts on the part of its read-
ers. We hope by sounding such fundemental chords to arouse our readers to an
awsreness that what might appear to be subtle or insubstential points of theoret-
ical difference, in this instance, lead to irreconcilable differences over pre-
cisely those fundamentel concepts. Now, however, we must prove that such is the i
present case and that our theory is sound while that of the Guardian erticle is
wronge.

For that purpose we shall focus our attention on three key theoretical
problems: 1) The current economic situation in relation to the Marxist theory of
the capitalist economic cycle, 2) The effect of government spending on the econ-
omic cycle; and 3) The effect of the general crisis of world capitalism on the
economic cycle today.
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AL (2) THE MARXIST THEORY OF THE ECONOMIC. CYCLE

The economic laws of the cepitalist process of production {or, more cor-
rectly, re-production, since it is constantly repeating itself) arise out of its
begic identifying contradiction: Private appropriation (the exercise of ithe right
of privete property over the newly-produced values) vs. socialized production (the
development of & world-wide division of labor based on mess methods of cooperative
effort and an almost all-embraecing system of exchange of activities émong increas=-
ingly interdependent producers.) The reader cen slready see that capitalist ap=
propristion necessarily contredicts the free development of the exchange of the
activities of the producers. g

The basic contradiction inevitsbly is menifested in the struggle between
the two mein classes which stand opposed to each other in the capitalist relation
of production - the workers vs. the capitalists.

. The basic contradiction is also menifested in the "anarchy" of production
- the impossibility of planning social production.

- PROFIT-MAKING ONLY CAPITALIST MOTIVE -

. The "private appropristion" - profit-meking - is the controlling, the all-
dominent motive for the capitalists. That is the ceuse for their ceaseless hour-
by-hour pressure on the life and lsbor of the working people of town and country.
The workers unite to resist this regime of speed-up end chiseling. But the capi-
talist class uses not only the police, press, and pulpit sgainst the workers, but
also turns the instruments of lebor themselves, against us. BAutometion is just
the most recent development of this typical method of cutbing the capitalist's
wage bill,increasing profits at the expense of wages. The capitellsts fight
against high weges by reising the productivity of lsbor.

The same profit motive drives the capitelists, individually and in rival
groups, +to en unrelenting internecine war of competlition. The basic instrument
of struggle here, egain, is raising the productive power of lebor through new in-
struments and techniques of production.

Under these conditions, production of goods grows much fester than the
means for disposing of these goods (that is to say, for disposing of them at &
profit to the capitalists). Under socialism, of course, production may grow fast-
er then consumption, but since products are socially appropriated the excess pro=-
ducts and capacity cen easily be turned into the form of shorter hours, higher
materisl stenderds of living, and improved culturel facilities. Any critical im-
balance between production and consumption under socielism is mede impossible by
pre-planning on & nation-wide scale.

But under cepitalism the bourgeoisie will have its right of profit though
bebes may starve for it. So, vhen periodically, capitalist procduction end prod-
uctive capacity have grown too far beyond the market requirements for goods, then
there is a crisis of production, of overproduction. Orders ere cut, workers are
laid off, plants are shut down.

MARXISM REJECTS "UNDER-CONSUMPTION"

. Tt is absolutely essential to remember what is fundemental - the contra-
diction between private appropriation end socialized production. The cause of
the crisis is not primerily that the workers produce too much nor that they cean~-
not "buy back" enough -~ these facts are gsecondery expressions of the fundamental
contradiction.
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Hers we remind our readers of the well-known comment of Marx in this connec-
tiont :

"It is a pure tautology," wrote Marx, "to say that crises are caused by the
scarcity of solvent consumers, or of & paying consumption. The capitalist system
does not know any other mode of consumption but e paying one, except that of the
pauper or of the 'thief!. If any cormodities are unsalesble it means that no
solvent purchasers heve been found for them, in other words, consumers...But if
one were to attempt to clothe this tautology with a semblance of ‘& profounder
justification by saying that the working class receive too smell a portion of
their owm product, and the evil would be remedied by giving them a larger share
of it, or reising their wages, we should reply that crises are precisely always
preceded by a period in which wages rise generally and the working clasg actually
gets a lerger share of the snnual product intended for consumption.” (Cepital,
Volume II, pp.k75-76)

If we keep in mind this key point of Marxist theory, we shell be able to
contend successfully with the reformist crisis theories of "underconsumption”
and "disproportionelity".

The economic crisis performs the function of checking the previous trend -
the crisis cuts consumption, true, but it cuts production, productive capacity
and stocks of products physicelly end in terms of prices even faster then it cuts
consumption. All this helpe to close the gep between production and consumphion
but it still leaves the ebsolute level of the market at the seme low point.

DEFPRESSION - THE STAGNATION FrASE

Under such conditions a period of low-level production and consumption sets
in - & period of stagnation or "depression". Consumption epproximetes production
but the scale 1s low.

Since in a depression mass consumption reeches its lowest level, how is the
market rejuvenated? How is the demend mede to pick up and to run ahead of surply?
Obviously, it must be done by some meens which puts a very large amount of values
in the form of money into circulation without an equal, or greater amount of com-
modities appeering at the same time. But how?

First, since only the capitalists have "very large emounts of money" it must
be they who put 1t into circulation. Second, since only "long-term" investments
in fixed cepital (plant, machinery,equimen’ts have the effect of putting large
emounts of money into circulation without bringing elmost immediately correspcnd-
ing smounts of commodities into the merket, the necessity for the renewal of fix-
ed capital becomes the turning point from depression (stagnation) to economic re-
covery.

Of course, the need to buy new plant, machinery, etc. occurs all the time,
at all phases of the economic cycle. But the crisis and depression cause a post-
ponement of these expenditures (ae much as possible). Finally, the old equipment,
by being worn out or superceded by new inventions, becomes economicelly more cost-
1y to profit then replacement would be.

Then, & certain "pent-up" demend for heavy capital goods is released at once,
the period of crisis end stegnetion is over, end the period of recovery and, pos=
sibly, new boom prosperity, is begun.

", ...this cycle," wrote Marx, spesking of the life-cycle of fixed cepital, .
"oomprising & number of years, through which cepital is compelled to pess by
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its fixed part, furnishes'a materibl bagis for the periodicai.cmercial crises
in which business goes through successive periods of lassitude, averasge activity,
overspending and crisis....a crisis is always the sterting point of a lerge amount
of new investment. Therefore, it also constitutes, from the point of view of soc-
iety, more or less of a new materisl basis for the next cycle of turnover.".
(capitel, Vol. II, Chapter 9, p.211) ;

It wes Marx, as we know, who made the definitive study of the laws of
capitelist production, including the true nature and the significance of the
cetegory called fixed cepital. But the key significence of the renewal of fixed
capital in the determination of the:.periodicity of the economlc cycle - this is
generally recognized if hot fully comprehended by bourgeois political economy.

On the basis of this cepsule review of the Marxist theory of economic
crisis, we return to our argument, and pose the following question: Can the de-
velogment of the United States economy during the last eight months of 1955 be
characterized as a cyclicel recovery? ]

The bourgeoisie, in all its parts, answer "yes". The National Guardian
ansvere "Yes". The leadership of the old CPUSA in its typicel way spesks out of
both sides of the mouth, celling it "a partial recovery” which "promises to be a
more or less extended period of depression." (Hymen Iumer, Politicael Affairs,
Jenuery, 1959) (See Parts VII end VIII for further comment on Lumer's views.)

‘We answer "No". It is even possible that the crisis has not hit bottom;
production could go even lower in 1959. Of course, & cyclicael recovery will
eventually and inevitebly occur; but that time is not yet. The stagnation phase
of the cycle has yet to play its role.

Sl



III. PACTS .015 CURRENT DEVELOPMENT OF BASIC
MATERIAL CYCLIC FORCES

We now focus our attention on three theoretical problems: 1) The current
cconomic situation in relation to the Marxist theory of the economic cycle;
2) The effect of govermment spending on the econcmic cycle; 3) The effect of the
general crisis of world capitalism on the economic cycle today.

Previously we sketched briefly the analysis of the general characteristics
of the capitalist economic cycle as set forth by Karl Merx in Capitel. Marx saw
the cycle as consisting of four phases: a) "lassitude” (stagnation, depression);
b) "pormal activity" (recovery); c¢) "overspeeding” (boom); and 4) "erisis.”

We declared that, in our opinion, the development of the United States
economy during the last eight months of 1958 cammot - in any way consistent with
Marxist theory - be regarded as a cyclical recovery. Now we shall present brief-
ly what we consider as decisive facts from the current economic situation which
confirm this view.

First off, we must draw & clear line of distinction between actual and
"enticipated” fixed capital expenditures as set forth in Teble I (see next page).
Rs of mid-March, the latest figures on actual plant and equipment expenditures
are those for the July-September, 1958 period, and these show the lowee’ polnt
on 8 declining inlex. Furthexmore, while the "anticipations" may turn ol e
Tually to be lower than the actual performance for the éix-month period niw anl=
ing, we are justified in holding certain reservetions in this regard because in
the four previous quartgrs, the actual annual rate of these expenditures was re~
vealed to be on an average almost $1.8 billion below the original “"anticipe ciong”
If the last quarter actual performence when known reveals only half that propor-
tion of error, it will still mark a new low point since the decline began in the
middle of 1957.

Even if the "anticipations” are realized, the figures in Table I show
that the large-scale renewal of fixed capital essential for cyeclical recov
has not begun. (Latest figures (August 1959, S.C.B.) indlcate that the avt sl
expenditures were aimost exactly equal to the "gnticipations” for the six-moith
period ending with March, 1959. Furthermore, the "gnticipations" for the second
and third quarters of 1959 forecast a further rise to around $33 billion annual
rate. But our stetement remslng valid. = M.P.)

Tonaid

COMPARTISON WITH OTHER CYCLES

Perhaps we should underscore the point we have just stated by making a
comparison of the figures from the present situation with those from the rsoo
sion-recovery periods of four other cycles:1954-55; 1949-50; 1938-42; and 17:3-37
For this purpose, we take the index of expenditures for producers' durable ejulp=
ment (in constant dollars). ‘

-
He

How long was the time-interval between the low-point of this index in
cach of these periods and the re-achievement of the level of the previous high
point? We find that in 1954-55 and the 1949-50 recoveries this time was niuc
months. Following the low-point of 1938, four years elapsed before the previous
peak was reached agein. And after 1932, the old high-point of this fixed capital
expenditures was never reached before another crisis had occurred. (These con-

" clusions are based upon tabulated material presented in the Survey of Current
Business, July, 1558.)

wlli-



TABLE I
EXPENDITURES FOR NEW PLANT AND EQUIPMENT IN U. S. INDUSTRY

{Annual rates,seasonally adjusted quarterly figures in billions of dollars)
(source: U. S. Dept. of Commerce, Survey of Current Business)
1958 1958 195!
(Actual) - ("Anticipated™)
July Oct. Jan.
March

April

1957
Jan. Apr. July Oct. Jen.
March June Sept. Dec. March June Sept. Dec.
A1l Industries 36,80 37.03 37.75 36.23 32.k1  30.32  20.61  29.93  30.51
mnuf;mmring 16,2 1625 16.37 « 1527  13.20 1153  10.86  10.79  11.06
Durable Mfrs. 8.09 8.31 8.23 757 6.58 5.57 5.16 5.11 5.35
Non-Dureble Mfrs. 8.03 T+9l 8.1k 770 6.62 5.96 5.T0 5.68 5.71
Commmications, ' :
Commercial, etc. 10.76  10.40  30.15  10.21 9.63 9.73 9.85  9.68 9.9%
Miming 1.35 128 1.24 1.15 1.00 .92 .88 91 .84
Railroads : : 1.2 1.35 1.54 1.26 1.02 T .63 .59 .5k
Transport, extept .
Railroads ; 1.52 1.82 1.81 1.91 1.69 1.ko 1.29 1.6k 1.72
5.72 5.93 6.65 6.43 5.87 5.97 6.10 6.32 6.41

Public Utilities
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The 1949-50 and 1954-~55 recoveries followed ititerim crises (ag the
Soviet economists describe them), i.e., crises notjfollowed by a pericd of
stagnation. Recovery was fast. Obviously we are Faced with a materially dif-
ferent situation in this regard today. In fact the situation today more closely
parallels the crisis experience of 1929 and 1937, each of which saw this fixed
capital expenditures index decline by 30 percent within a year. :

Today, elmost & year after the point (April, 1958) which has been offi-
cially designated as the "end of the recession", the index of expenditures for
producers' durable equipment remains at,or near, the low-point, i.e., only about
75 percent of the level of the previous high. (First quarter of 1956, $29.1 bil-
lion; fourth quarter of 1958, $21.9 billion, in terms of 195k dollars.)

PRODUCTIVE AND NON-PRODUCTIVE SPHERES

One more comment on Table I.

From the third quarter of 1957 to the third quarter of 1958 the index for
"Manufacturing" fell by more than one~-third. On the other hand the "commercial”
category dropped only 6 percent from the highest point (the fourth quarter of
1957) end then rose in both the second and third quarters.

There is a significance in this contrast: While the differentiation is
not strict, generally speaking "manufacturing” activities are economically pro-
ductive, while those of "commercial", lying in the sphere of circulation, are
"overhead", economically non-productive. Only the former (of these two) contri-
butes to the total surplus value. The aversge rate of profit, as Marxists know,
is based upon the relation between the total copital invested and the surplus
value remaining in the hands of the capitelists after the expenses of circulatior
are paid.

A thousand dollars, for example, spent for store fixtures leads to the
production of surplus value if wage workers are employed in fabricating and con-
structing these fixtures. But the use of these fixtures cannot result in any
inerease in the surplus value at the disposal of the capitalist class. On the
other hand, a thousand dollars spent for mechine shop equipment not only leads.
to the production of surplus value by tool workers, for instance, but the use of
this new equipment results in the production of surplus value.

"MANUFACTURING" INVESTMENTS MOST DECISIVE

Since profit-meking is the be-all and end=-all of capitalist operations,
the prospects for the rate of profit are decigive. The rates of both productive
and commercial equipment investments affect the course of the cycle. But the
more powerful and sustained impact - positive or negative - stems from the coursc
of expenditures for fixed capltal proper, i.e., instruments of production. in
Tgble I, therefore, the student of the economic cycle should give particuler
weight to the index for "manufacturing”, as against that for “commercial.

We may note in passing that the significance of this distinction is ve=
cognized to a degree by some bourgeois economists. See the article by Fednral
Reserve Bank cconomist, Robert Lindsay, in the June, 1958 issue of Review ¢Z '
Economics and Statistics and a discussion of that article by Edward H. Collins
in the New York Times, June 16, 1958.
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‘Marxist-Leninists will, of course, understand that this relative in-
crease in the “commercial" capital expenditures is but one manifestation of the
growth of non-productive, as against productive, labor, characteristic of ime
perialist, parasitic, dying capitalism, as analyzed by Lenin in Imperialism.

EXCESS PRODUCTIVE CAPACITY

As we have previously noted (see Part II), the functions of the crisis
and the stagnation phases of the economic cycle are to check the rate of expan-
sion of productive cepacity and to bring it into line with the actual level of
consumption. Of course, behind these generalizations of the mode of life of
capital, are to be seen the scattered and ruined hopes of millions :of working
people. But then, this is only normal for capital, whose cyclic form of movement
"depends’, as Marx wrote, "upon the constant transformation of a part of the
laboring population into unemployed or half-employed hands." (Capital , Vol. I,
Chapter XXV, Part 3.)

It is obvious that the prospects for eyclical economic recovery are
vitally affected by the relationship of the level of actusl production to the
capacity for production. It is common knowledge that the situation in our coun-
try in 1958 was that of very marked under-utilization of productive capacity.

As recently as March 11, 1959, George Meany, President of the AFL-CIO, commented
on the economic situation as follows: "Today's basic problem is 20 percent un-
used productive capacity and unemployment of 6.1 percent.” (New York Times,
March 13, 1959.)

This problem of excess productive capecity ("excess", of course, only in
the sense of its use as capital, not in relation to the real needs of the people)
- this problem was discussed in some detail in Business Week magazine (July 13,
1957) and in the Wall Street Journal, {October 27, 1958). The former article
estimated that even at that time Just before the recession began U.S. industry
was operating at only 81 percent of capacity. The Wall Street Journal article,
more than a year later, declared that "Output at present is only about three
quarters of capacity’. It went on to contrast this situation with that of 1951
when "production was bumping close to the ceiling of capacity”.

We have drawn up Table IT largely based upon the information presented
in those two articles, with some extension and interpoletion derived from figure:
in the Survey of Current Business, the New York Times' Annual Econcmic Revicw anc
Outlook (Janwary 12, 1959), and the Statistical Abstract of the United States fou
various years. (See next page for Table II.)

Obviously, U.S. production is not so neay to the ceiling of capacity as
to force through recovery-producing expenditures for expansion of investment in
productive plant and equipment. ol .

SPECIAL STEEI, STTUATION

The situation with regard to steel calls for special comment.

Today steecl production is running almost double the ‘tonnage of last
spring (2.6 million tons in the week ending March 21, as compared with only 1.4
million tons in the corresponding week of 1958). Furthermore, although the capa-
city for steel production was increased from 140 million tons to 147 million tons
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TABLE II

GROWTH AND UNDER-UTILIZATION OF PRODUCTIVE CAPACITY

Selected U.S. Industries

Amnmual Percentage of
capaclity capacity util-
Unit of ized in 1958
Industry measurement 1950 1958 production
Auto (Pass. cars) nillion cars 5.66 10.00% 36.0%
Steel million tons 99.00 140.00 60.4%
Copper Refining million tons 0.96 1.23 63.0%
Anthracite Coal million tons 53. 004 34, 7O 63.8%
Bituminous Coal million tons 734.00f  61L.00%%f  65.5%
Cotton (spindle activity) Thous. spindle-hours
per week 3,000.00 72.0%
Aluminum million tons 0.75 2.10 T3.0%
Cement million bbls. 259,00 393.00 84.0%
Petroleum Refining million bbls. 2.35 3.33 83.6%
Paper and peperboard million tons 26.00 36.70 8L.0%
Plywood million sq. £t. 2,500.00 7,000.00 8. 0%
*.2957
#%1956

during 1958, the industry is still reported as operating at 92 percent of
today's expanded capacity as compared with only 52 percent of the smaller
capacity a year ago.

Tt is generally conceded that the present stepped up pressure on steel
production facilities is connected with the maneuvers of the capitalist claus
against the workingclass in preparation for the expiration of the steel workers
wage contract on June 30. Stockpiling of steel is the order of the day as &
measure to weaken the strike-power of the steel workers'’ union. This is the
primary reason for the present feverish pace of steel production.

STERL TRUST'S SHELL GAME

In addition there is a little comedy being enacted: The buyers of
steel have been conditioned to being hit by big price increases by the steel
companies after new wage contracts are signed in steel. The steel trusts have
developed & secemingly fool-proof system: forced to give some wage raise by the
militency and unity of the steel workers, the steel companies have adaptec
their customary monopoly price gouging to this situation. They time prics
ineresses so as Lo give them the appearance of being ‘caused” by the weg:
increases. Just to cover possible errors in bock-keeping, of course, tho
steel trusts boost prices sbout three times the cost of the wage increasa.
(See Labor Fact Book, No. 11, Labor Research Association, for how this sbsll-
geme operated in 1952, for instance.)

Naturally, this wasn't the best sort of news to the buyers of steel,
but in a period of rising economic activity, they found, they could take up
the "Stop, thief" cry in their turn, raise their prices and blame the victim -
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the wage worker = &d the culp;'ii: oi"l the "Wage-price spiral’.

Now, however, when dtémpetition has gharpened somewhat, price raises
are not so easy to pass on. So, we get a second pressure on steel facllities:
the efforts of steel-using capitalists’ to beat the steel trusts to the punch
by buying up steel at $95 per ton, say, which by September the steel monopo-
lists may have raised to $100. ' ;

OVEREXPANSION NOT ENDED IN STEEL

As far as our discussion of Teble II is concerned, the point to be
made in relation to the recent rapid rise in steel production is not to be
taken as a sign of cyclical recovery of the economy. Only after the special
and temporary political factors which we have been discussing have been re-
moved, will we be able to know whether the 1959 production-vs,-capacity pic-
ture i8 to be any better than it was in 1958. At any rate, the present rela-

tively high rate of steel operation does not negate ouxr premise and conclu-~
sions about the overexpansion of productive capacity.

(The bourgeois press smugly predicts that the steel strike, which began July 15
will be ended by Federal Injunction sbout October 1. & If this does happen, the

e Gotetof production for the first nine months of 1959 will have been only 66%

O
i

of capacity. Then, even if the steel mills were to operate at 100 percent of

. capacity for the remainder of the year, the annual rate of output in 1959

would be only 75 percent of capacity. Actually it will be less than that.)

This helps to explain the arrogance with which the bourgeolsie pro-
voked the steel strike. TFor, as the New York Times put it: "The fact is that
our productive capacity has become sufficiently great to satisfy all the
country's needs in nine months, rather than twelve." (Article by A.H. Raskin,
Avgust 16, 1959)

COAL CAPACITY DECLINE SINCE 1950

It is interesting to note, also in Table II, that the annual capacity
for two of the industries declined from 1950 to the most recent date for which
we have the figures (1956). Even so, these two, anthracite and bituminous
coal mines, were operating at less than two-thirds of capacity. The devastat-
ing impact of this eituation upon the lives of the people of West Virginia,
Kentucky, and Pennsylvania has recently been getting some publicity. (See
February Vanguard story on Harlen miners.) But today it is not only the old
"gick" industries, like coal, but now also steel and auto towns that begin
to face the prospect of mass unemployment. The secretery of the United Steel
Workers of America predicted recently (New York Times, March 19, 1959) that
100,000 idle members (of the steel workers union) would never go back to work
despite the steel industry's recovery."” It is such facts as these which lie
behind such "dry” statistics as we have presented in Table II.
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IV, MACHINE TOOL ORDERS

EE S

‘The level of new orders and shipments of machine tools has long been
recognized as especially meaningful in attempting to anticipate the develop-
ment of the various pheses of the economic, cycle. Briefly stated, the reason=
ing behind this is as follows: : : : :

The driving force of the recovery phase, a8 we have noted, is large=-
. scale investment end equipment, & major element of vwhich is the replacement
of old,worn-out, or outmoded machines with new improved ones. ‘But before the
. general replacement of old machines with new machines can ‘take’ place , the
"machines that meke the machines" - the so-called "machine-tools" must be
 built up. . (Common types of machine-tcols include: machines for boring,
‘oroaching, drilling, geer-cutting and finishing, planing and shaping.

"Large mechine-tools teke from nirie:moriths to eighteen months to con=
struct. Therefore, as experiénce hes-shown,. the ups and downs of the machine
tool industry caest the shadow of coming events before them.

. . From an all-time high of $137.5 million for the month of December,
1955, the value of net new domestic orders (it is Best to omlt export orders
¥ _heres for metal-gutting machine-tools dropped steadily for two-and-a-half

. years to a low point of about one~tenth of that amount in April, and agaln
in July, 1958 (U.S. Dept. of Comerce figures).- Although there has since
. been.a very noticesble.pick-up in this index, the following facts remain:

1) The machine-tool industry is still operating at only about thirty
: percent of capacity.’ b ‘ Saboton A

) Machine-tool shipments in 1950 will be below the 1958 level, ac-
cording to. ‘the consensus of the tool menufacturers, themselves.

g 3) Even the modest rise in machine-tool orders which hes occurred
: . does not represent, in the 'main, plans for expansion of capacity.
o . 'Mogt new machine-tool orders (today = M,P.) represent normsl re-
~ . placenent or modernization (largely sutomation - M.P.)": (Wall
- Street Journal, April 14, 1959. The same survey is also’the
Buthority for the facts cited under points 1 and 2 sbove.)

Looking at this key index, then, one can agree with the sense of the
exasperated statement of the president of one of the best-known machine-tool
companies -(Brown and Sharpe Mfgs Co.) when he says: "Fundementally, I see no
‘evidence, thet industry is going into any expansion craze very goon. "

To which we 8imply add that the recovery of jobs, even to fthe 1957
level, which is the main concern of the workingelass, such a recovery depends
precisely upon such an "expansion craze."

We wvepeat: The rise in industrial production during the last eight
months of 1953 was based upon artificial factors, particularly increased zove
ernment expenditures. It was not based upon the cyelical development ¢ pro-
ductive forces, Although in 1959 some basis may be developing for a rei.. oy=-
clical recovery, 1t cannot yet be said that 1t is definitely begun.

YTHEY MAKE AN 'AUSTERITY' AND THEY CALL I 'PROSPERITY'"

From this fact flows the most important two-fold political conclugion:
=20
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1)VWall Street and Viasﬁingtdnﬁ with the direct and indirect assistance of
the opportunists of all stripes, &re straining with "all deliberate speed" to
force upon the people a program of "creeping susterity", ell the while camouflag-
ing their intent with false "recovery" claims. They meke an austerity and they
call it "prosperity".

2)The working class and the masses of the people generally are beginning
to aweken to this plot ageingt their jobs end living stenderds. The full import
of this maneuver is borne in upon them with every rise in taxes, every price in-
crease, every increase in the work-loed, every discontinuence of unemployment
compensation benefits, every chiseling away at the quality of services and con-
sumers® goods. The recent militant struggles of the textile, coal end timber
workers in North Cerolina, in Kentucky and in the Newfoundland woods foreshadow
a general extension of sharp class struggle by the workers egainst the "austerity"
suit which the monopolists have tailored for them.

It is the duty of Marxist-Leninists to do everything in their power to
strengthen and raise the level of this struggle, An abgolutely indispenssble
part of this tesk is the struggle for the victory of Marxist theory over Keynes-
ism and all other forms of bourgeois political economy, as well as the revision-
ist accommodations of it.

In the next part we shall begin to examine the reasons that the Keynes-
ian plan of increased government expenditures will not ease the economic situation
but rether will lead to a further intensification and politicaslization of the
clags struggle.
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disregerd of the way in which the _ﬁé%iqnal-opbfessidn of the Negro people is mani-
fested in the unemployment problemy! | e deverity of this situation is indicated
in the figures presented in Teble IIT

"TABLE TIXI.

RELATIVE BURDEN OF UNEMPLOYMENT AMONG NEGRO AND WHITE POPULATION

April April April

1957 1958 1959

Civilian Lebor Force (In Thousands) 66,952 68,028 68,639
White / 59,772 60,664 61,202

Negro 7, 180 7; 361" 7 ,h‘37
UNEMPLOYMENT (In Thousands) 2,691 5,120 3,627
White ‘ 2,170 4,096 2,902

Negro 521 1,024 725

PERCENTAGE  DISTRIBUTTION

Civilian Labor Force 100.0 7 100.0 100.0
White ‘ 90.0 BoRee 90.0
Negro 10,0 10.8 10.0
UNEMPLOYE:
White 80.7 80.0 80.0
Negro 19.3 20.0 20.0
UNEMPLOYED
Percent of Whites 3.6 6.8 4.8
Percent of Negroes T3 13.9 9.3

Sources: Notes on Economic Situation of Negroes in U.S. Revised May 1958 - U.S.
Bureau of Lebor oStatistics.Figures for April 1959 from Survey of Current Business
and projected by VANGUARD on the basis of B.L.S. 1957 and 1958 figures.

(Note: More recent reports show sn actually higher rate of joblessness among
Negro workers than we projected in the above Table: On August 11, 1959, the U.S.
Labor Dept. reported unemployment for July as equal to 11% of the Negroes and
}4.5% of the whites in the civilisn lsbor force.-M.P.)

REAL PROPORTION OF UNEMPLOYMENT HIDDEN

We heve previously discussed how the real extent of unemployment ig hid-
den by the government's statistical methods. We noted that if part-time unemploy-
ment were teken into account, end if the "statistical suppression” of a portion
of the labor force were corrected, the extent of unemployment would be shown to
be 50 to 60 percent higher than admitted by the government.

However, in commnection with the clags struggle, the proportion of unem-
ployment is more significent that the absolute numbers. And it is here that the
government figures attempt one of the worst concealments of the actual unemploy=
ment.

The reader will have noticed that official statistics pretend to measure
unemployment as a percentage of the "civilian labor force'. But, the fact of
the matter is that the civilian lsbor force includes some fifteen million per-
song who cannot become unemployed, persons who are not wage workers, persons such
as proprietors, self-employed professionals, etc.
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: A more accurate ides of the actual proportion of unemployment among the
' American working class would compsre the nunber of unemployed (vhich by defini~ "
tion includes only wege workers enid would-be wage workgrs)', with <the number of -
"vage and salary workers in non-sgricultural establishments" which, -together with
a figure of about two million agricultural workers, would meke a total of ehout
fifty-three million workers competing in the .labor market. (This point seems as
noteworthy as it is obvious. Yet, as far as ve know, VANGUARD 1s. the first to
cell attention to 1t.) e Z ; e

. When measured thusly, the four million officially reported as unemployed
are recognized as & full 7—33 percent of all the wage workers in the country. Then,
if this is corrected for the "hidden unemployment" which we discussed eerdler,
we see that the actual proportion of unemployment with which the Americen working
cless is saddled 1s more then 11 percent! This provides some idea of the real
proportions of the industrial reserve srmy by which the cepitalist class of the
United States reguletes the wages of labor! :

GROWING CHRONIC _UNEMPLOYMENT

Finally, in this historicel period of the general crisis of capitalism,
the industrial reserve ermy is expanded‘ even beyond the requirements of capital-
ist profit. Side by side with the chronic under-utilization of productive cape~-
city, there sppears chronic mass unemployment. At the very moment” that the "vet-
ter-then-seasonal” improvement in the unemployment plcture was being trumpected
from Washington, the following fact emerged: Even by official U.S. Lebor Dept.

 figures, 1.4t million workers, l.e., 38% percent of all the unemployed, had been
Jlooking for work in vain for more than 15 weeks. This, furthermore, was twice as
meny as in 1957 even though industrial production was higher in April this year
that it was two years ago. ; 3

A TONGER T.OOK BACKWARD

s In Teble IV we pregent figurés which help to place the current unemdloy-
ment situation in historical perspectives.’ Here we'see thet not only has ths
number of unemployed increased in thirty years, but, more -imwortent, the pripor
tion of unemployment emong the working class has almost doubled.

MBLE I

THIRTY-YEAR (1029-1959) RISH IN PROPORTTON OF UNEMET.OYMENT

GROSS NATTONAL - - - UNEMPTOYED AS . © . ARMED TORCES AS

PRODUCT . THRCENT PEACENTAGE EQUIVA-
(I TERMS OF . OF CLVILIAN . LENT OF CIVILIAN
. 1958 FRICES) 0 LABOR FORCE © - LABOR FORCE
1929 $201 Billion. . 3.2 percent - 0.5 percent .
1959 $470 Billion ' 5.5 percent 3.Th percent

(President's Economic Rei)ort , 1959; GNP figure for 1950 general government ecti-
“mate.1959 unemployment based on estimgte of approximately Lh'miliion for the an=-

nusl aversage.)

© This is a gquite different version of the "bigger-piece-of-a-bigger-niz"
story, from thet so fondly quoted by the bourgeois propagandists. The "pie" (the
nunber of workers) has increased from L9 million to 70 million, but the'“piece of
the pie" (the proportion of unemployment ‘émong. the workers) has increased alinost
twice as fast. e : e i i
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. And, if the Americhh tradition of -voluntary' enligtment were restored,
and the unjustified scourge of the youth = the military draft - were ended, this
trend in the proportion of uneimployment would tend tto become even more appexent.

A FRIGHTFUL ASPECT OF ‘COLONTAL OPFRESSTON

Of course, these figures have not taken the least account of the ravages
of unemployment emong the workers of Latin American countries whose job hopes are
today mainly dependent upon the requirements of United States capital. Without
undertaking the necessary full treatment of this aspect of the question at this
time, we present a few illustrative facts. Cuba, with a population of only six
million, has 700,000 unemployed workers (N.Y. Times, April 5, 1959, citing Fidel
Castro as euthority). Puerto Rico, with a population of 2.2 million, had an
unemployment of "just below 100,000" last year, (Wall Street Jouwrnal, June 13,
1958). From Mexico a half-million sgricultural workers alone come annually to
work on U.S. ferms, driven, of course, by the desperste unemployment situation
affgc“;ing the entire Mexicen working class. (See Waell Street Journal, June 28,
1958,

MARKIST THWORY BEING VINDICATED

Marxist-Leninists will not be surprised by the trend of impoverishment
implied by the figures cited sbove. Such students of political economy see thus
confirmed the snalysis of capitelist production formulated by Merx: "Relative
surplus-populetion is....the pivot upon which the law of demand end supply of
1gbor works....The mechenism of capitelistic production so manages matters that
the absolute increase of cepital is accompanied by no corresponding rise in the
general demend for labor....The greater the social wealth, the functioning capi-
tal, the extent end energy of its growth end, therefore, also the gbsolute mass
of the proletariet snd the productiveness of its labor, the greater is the in-
dustrial reserve army....It follows, therefore, that in proportion as capital
scoumuletes, the lot of the lsborer, be his payment high or low, must grow worse.'
(Capital, Volume I, Ch.XXV, Sections 3 and 4

A PROBLEM FOR 'AMERICAN EXCEPTIONALISTS'

On the other hend, the incursble "Americen Exceptionalists" regard "...
the operation of Marx's law_(ndte, they think it's a law of Marx rather then a
law of capitalism.~M.P.) of the impoverishment of the working class" ag one of a
nunber of "long-unresolved theoretical questions." The reeder mey recognize
this quotation; it is to be found in the Main Political Resolution of the revi-
sionistmconciliationst 16th Convention of the old CPUSA.

Certainly we accept the challenge of vindicating Marxist theories on the
basis of the experiences of the United States no less then those of other coun-
tries. We regard the tasks in this field of theory as obligations of the class
struggle. But, we teke Marx as our rallying point - for the struggle, itself,
in all its aspects, is the final test of Marxism, as well as all other theories.

Let the latter day devotees of "freedom of criticism" of the old Party
leadership in the meentime, explain how they think the proportion of unemploy-
ment among American workers can show a historic tendency to rise without a re-
sulting impoverishment of the working class!i
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V. (2) MARXISM VERSUS KEYNESISM

As serious as is the plcture of current uneiployrient as ve heve been dis-~
cussing it, it is presented on the bagis of the most optimistic filgures advanced
by the U.S. bourgeoisie., In previous chapters we have shown in terms of facts
end of Merxist-Leninist theory why we do not consider the current "recovery"
cleims end predictions to be based upon genuine cyclicel factors. . It still re-
mains to exemine the theory of these "yecovery" cleims, the théory of "balanced
economic growth" of U.S. capitalism. In undertaking this tagk now we' hope to show
further vhy, certain surfece sppeerances to the contrary, notwithstamding, . the
recession is not over! ' : e ;

The fundamentel theoreticel essumptions upon which depend the current
optimigtic forecasts of the bourgeois spokesmen (such as thet made by Secretary
of Lebor Jemes Mitchell, in his speech to the trede union unemployment conference
in Washington on April g, 1959) are necesserily those generally ‘agsociated with
the ideas of Lord John Meynerd Keynes (1883-1946), The chief vork of this Eng=-

1ish nobleman vwes his The General Theory of Employment, Interest end Money(1936)

MAIN DITFERENCE OF APFROACH

‘ Points of decisive difference of the Keynesian, as contrasted with the
Marxist, approach to political economy ere these: o y

‘ ‘ 1) Keynesism is not concerned with the forces or relations of production.
Marxism considers these as the essential identifying characteristice of every
historical sociel system. : : e -

: . 2) Keynesism is not concerned with the snalysis of the laws whereby the

relations of production determine the distribution of wealth emong the various
clagses. Marxism regards the develomment of these relations of production, &

- relaetionship of cless struggle, as the basis of the higtorical development of
gociety, : : i

3) Keynesism is primerily concerned with economic crisis, but because of
the limitetions of its bourgeoils class outlook, ig restricted to what ere essen-
_,tielly surface phenomens such as Prices, money supply, interest rates, etc., its
_point of departure being the total income or product. "Marxism starts with the

surface appearance - the gonnncn, simple, everyday ggygr_sod.itz’ - and then by the

dislectical method of investigation, unrevels the hidden inner connections which
‘lead to the discovery of the essential lews of cepitalist reproduction, its cycle
(in all its phases, not only crisis) and its evolution, its historical tendencies

h) Keynesism is idealist in its philosophic outlook, giving primary im-
portence to cepitalist "expectations", "preferences" and "decisions" end to "the
propensity to consume” supposedly derived from laws of humen psychology. Marxism
18 meterielist, regerding laws of economic development ag operating independent-
ly of the will of men, on the bagis of relations of production existing object-
ively, as the basic sheping factor in the development of customs, tastes, and
other aspects of man's ideal existence.

5) Keynesism aims. at eliminating, or controlling and limiting capitalist
economic crisis and achieving "balenced economic growth" through governmental
messures affecting the levels of consumption, investmeat and guvings., Marxisnm
aims at facilitating the historicel task of the proleturiat as the grave-digger
of capitalism and the builder of soclalist socilety. Marxism rejects, as polinice
ally end theoreticelly wrong, theories of the "preveniion" or pogtponement” oi
cepitalist cyclical crises through government or other bourgeols progrems.
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KFYNES SERVES U.. S. IMPERTALISM

Keynesism has been e.dapted to the needs of Americen finance capital, and
has become by all odds the dominant theory of U.S. bourgeois pol:l tical economy.
This development is based upon the following facts:

. 1) Keynesism serves to obscure the existence and meening of class enta-
gonism, thereby to cemouflage capltalist exploitation and the inherent reaction-
ary cheracter of monopoly capi_._te.l:‘.sm, imperialist parasitic dying cepitalism.

2) Keynesism ig primarily e "crisis" theory, and thus centérs upon the
main preoccupation of world capitalisn in the period of ite genersl crisis, which
begen with World War I and the Russian Revolution and which its second stage be-
gan with World War II and the growvth of the socialist sector of ‘c.he world.

; 3) Keynesism, since its central practical programmatic outcome, is gcrvern-
ment intervention in the economy, serves to promote the development of state '
monopoly capital:xsm - the open, direct and complete subordination of the state
" to the control of the finance cepitalist oliga:cchy.

LY Keynesism, with its rejection of "la.issez faire" (inrestricted compet-
itive cepitalism) and with its slogens of “planned and balenced end regulated
economic growth (under ca;pite.lism)", is perfectly suited to the needs. of oppor-
tunigm with its theoreticel stock-in-trade of "prevention of crises through gov-
ermmental and other measures for raising mass purchaging power." Keynesism is
of primary importance in the theoretical struggle conducted by the opportunists
to gtifle, blunt and asbort the class-consciousness of the working class, and to
prevent workers from studying snd following Marxism—l:eninism. '
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VI, (1) KEYNES AND "ANTI-KEYNES"
NEITHER CLASSICAL NOR NEW

Although there aré among the ‘bourgeois economists in our country some
Who set themselves up as "anti-Keynesisns", even these do not in these days at-
tempt to confront Keynesien ideas with those of ¢lassical bourgeois economy, let
alone those of Merxist political economy. In other ideological arces the teach-
ings of the bourgeois democratic revolutionaries of the eighteenth century (with
a1l their class limitations) are medicine too strong for imperialist capitalism
in the extreme decrepitude of the second stage of its general crisis. Likewise,
the idess of the classicel bourgeois political economists such as Adam Smith end
David Ricardo (and our own Benjamin Franklin) probe too honestly with their lebor
theory of velue for the comfort of imperielism for vhom rationality has become
an intolereble torture.

The bourgeois self-styled "anti-Keynesians" show their basic agreement
with the Keynesien assumptions furthermore, by their loyalty to the cult of "the
gross national product" (which is another term for the "Y', or aggregate income,
or "velue of output", of Keynes' basic formula: Y= C (consumption) plus I (invest-
ment). Even the latest "anti-Keynesian" book, The Failure of the "New Economics"
by Henry Hezlitt, mounts as a major attack on this Keynesian "aggregate income"
concept, the superficial circumstance that as a statistic it mey be exaggerated
or otherwise inaccurate. And the Wall Street Journal serves up this pap for the
“Bebbitts as & book which "dismantles the theories of John Maynard Keynes". R
5/26/59). In fact Hezlitt's "polemic" is simply the line of the "pay-ag-you-go"
fiscal conservetives in their family quarrel with the "free-spenders" over the
question of inflation. 5

They ell have enlisted behind the "aggregate income" concept of Keynes
as the basic determinant of the level of employment, investment, consumption end
other major aspects of the capitalist economy. This concept wae stated by Keynes
as follows: "FPurthermore, the effective demand is simply the aggregate income
(or proceeds) which the entrepreneurs (capitalists - M.P.) expect to receive, in-
elusive of the income which they will hand on to the other factors of production,
from the amount of current employment which they decide to give." (J.M.Keynes,
General Theory of Employment, Interest end Money, .55)

Py this most fundamental standard, modern U.S. bourgeois economists are
all Keynesiens (Keynesiens end "anti-Keynesiens'alike).

The shallowness of Keynes in comparigon with the highest developers of
classical political economy such es Adem Smith is obvious from the fact that
Keynes, in an attempt to overthrow classical theory, tekes as his most fundement=-
al assumption the existence of the total income (similar to Smith's "wealt iy
without regerd to its basis or origin; whereas Adam Smith developed a labor the~
ory of value from his historic "Inquiry Into the Nature and Causes of the Wealth
of Nations. In other words Keynes "refuted" clessical economy by limiting him-
self to effects vhile Smith probed for the causes of income, "wealth", etc.

Although Keynes! ideas are not classical thet does not mean that they
are new. The fundementsl ides that the level of employment depends upon the
level of income of the cepitalists ("entrepreneurs") in fact was the subject of
lectures by Karl Marx before the Germen Workingmen's Club of Brussels, Belgium,
in 1847. These lectures became, edited by Friedrich Engels, the famous "Wage-
Lebor and Capital". Marx exposes the shallowmess of the bourgeois ergument in
these words:

"To say that the most favorsble condition for wage-lebor is the fastest
08~



possible growth of productive cépitsl is the seme as to say: the quicker the
vorking class multiplies &nd bugments the power inimical to it - the wealth of
another which lords it over thet clals - the more favorable will be the condi-
tions under which it will be permitted to toll enew at the multiplication of
bourgeois wealth, et the enlargement of the power of capital, content thus to
forge for itself the golden chains by which the hourgeoisie drags it in its
train." (Chepter VIII) :

Pursuing the ergument, Marx showed that the level of employment at best
rises more slowly than the growth of capitalist income because of the constant
rise in the productivity end intensification of lsbor, through mechanization,
autometion, speed-up, close'supervision", etc. Further, he showed that the gen-
eral tendency was toward a decline in the proportion of employment among the
total working clasg, and a corresponding rise in the proportion of the total
vealth (as well as the absolute mass of it) monopolized by the cepitalist cless.
(See Part V of this series for figures on United States experience vhich confirms
this enalysis.) -

VI. (2) HOW THE THEORY IS APPLIED

Knowing the Keynesian theoretical approach taken by Mitchell and the
government's statigticians, we can fairly easily analyze the way in which they
arrive at their prediction of the October level of unemployment and employment.

In the eleven-year period 191+'('-l958, the number of employed rose by
10.9%, while the gross nationel product rose by 40.T%, or, in other words, 3.8
times as fast as employment. In the same period, the so-called "non-institution=-
al population over 14 years of sge" rose at a rate vhich increased et an average
of 58,000 per year. On this basis, we may estimate the 1959 figure at 123.5
million, in the non-institutional population.

In the same 1947-1958 period, an average of 583% of the non-institution-
al population was in the labor force. Thus we cen estimate the size of the civi-
lian lebor force for 1959 as follows:

TABLE V
Total Non-Institutional Population 123.5 Million
Portion in Total Lebor Force 58.5 Percent
TOTAL LABCOR FORCE 72,250 Million
Minus - Armed Forces 2.600 Million

Total CIVILIAN LABOR FORCE (1959) 69.650 Million

This gives us a figure which epproximately equals the total of Mitchell's
predicted 67 million employed end 3 million unemployed. Since each point of rise
in employment in the post-war period has implied a 3.8-point rise in the GNP, we
can construct the following taeble:

TABLE VI
GROSS_NATIONAL FRODUCT REQUIRED FOR FULL EMPLOYMENT - 1059
To. of Employed z G.N.P.1058 Dollar Equiva-
Index Index  lents (Billions)
Actual 1947 57.8 Million “100 100 $311.8
Req. for Full :
Employment in 1959 69.7 Million 121 178 $555.0
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Then, 1f we asssune that there will be a one per cent price infia'biori
for 1959; we get ‘the following: ' The GNP required for full employment in 1959 is
ebout $560 billion, * -« ¢ S} wikins

The official and other prominent bourgeois optimist_g, egtimate GNP for
1959 et sbout $475 billion (The Department of Commerce puts the ectual rate for
the first six months et $478 billion, which equals sbout $475 in 1958 dollers.
M.P.) vhich is, as we see,$85 billion less than the level indicated as required
for full employment. Rather, the estimated level of GNP corresponds-to an em=
ployment level (according to.the scale we have constructed) of 65.8 million. jobs.

Since, as we have seen, the civilisn lebor force will be 69.7 million,
the indicsted unemployment for the year would be 3.9 million. Finally, we com-
plete unriddling Mitchell's prediction by noting that an October level:of actual
unemployment’ corresponding to an ennual rate of 3.9 million would be 3 million.

But, since the size of the civilien lebor force in October can be ex-
pected to be about 500,000 higher then the annual everage, we get a total of
needed Jobs of 70.2 miliion for October - and, therefore, an unemployment of 3.5
million rether than Mitchell's 3 million.

80, - - - 1t looks as if Secretary Mitchell will have to eat his hat as
he promised to do publicly if unemployment stends &t more than three million in
October. (Unless, of course, he gets some tall help from the statistical cloak-
and-dagger boys who specislize in making sizeeble sections of the 'labor force'
drop out of sight). Since the Washington politicisns are likely to be owners of
very expensive chapeeux, perhaps it would be & neighborly gesturé if some worker
would send Secretary Mitchell an old discarded fedore of & cheaper sort.

" (Note: In discussing the August, 1959 unemployment figures, Mr. Seymour
Wolfbein, Deputy Assistent Secretary of Lebor, "had little comfort to offer the
Secretary, James P. Mitchell, who said last spring thet he would eat his hat on
the front steps of the Labor Department if unemployment were not less than
3,000,000 in October. Normel trends would put the figure right at 3,000,000 in

- mid~-October, Mr. Wolfbein seid. He estimated the totel would be lower if the
steel strike were settled by then, but probably higher if the strike continued".
New York Times, Sept. 11, 1959)
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(3) IMPLICATIONS OF THE KEYNESIAN OUTLOOK

But even a.t 3.5 million unemployed, the rosy predictions ebout an all-
time high GNP would have to be realized. What are' the actual possibilities of
this occurring end wha.t are the implicetions ilnvolved in such prediction?

Let us look at the changes in the components of the GNP in 19h7-1958‘
period, aa presented in Tebles VII end VIIT. :

TABLE VII
Indexes of Change of Gross National Products_end Tts Cox_nponents
: 1047 - 1958
‘ 2047 . ‘
Gross Nationel Product, Total 100.0 1%0.6
Personal Consumption Expenditures 100.0 138.0
Gross Privete Domestic Investment : 100.0 109.6
Net Export of Goods and Services ‘ : 100.0 - k.0
Government Purchases of Goods and Services 100.0 211.8
Y "National Defense" : . 100.0 ; 295.5
. Other Federal Ll 96.0 |,
2 State and Local it : 100.0 52.0
TABLE VIII

INDICATED REQUIREMENTS FOR GNP OF $475 BILLION. IN 1959

Indicated
O Increase In Total
- Portion of 1959 .. Indicated
Total 1947-58 (Over 1958) 1959 ;
Increase Required For Require-
. Contributed. $h’?5 Bil.GNP ment
L (Billions) (Billions)
Gross National Product Total 100% $37.3 $h75
Personal Consumption Expenditures . R - - el e - $31k.5
 Gross Privete Domestic Investment —  3.%% el $ 55.8
Net Export of Goods and Services . -6 3% (Decrease) —$2 4 (De=  $ <1.0
Government Purchases of Goods end crease
Services
"National Defense 23. 3% $8.7 $ 53.1
Other Federal © =0.2%. (Decrease) =$0.1 (Dec.) $ 7.2
State and Local ‘ - 15.2% $5 T $ u5.h

The full importance of Government expenditures in the economy is only
partially indicated in these GNP tables. ' In addition. to purchages of goods and
services in the emount of 51.7 billion dollars in 1958, the federal government,
mede sdditional outlay of 35.4 billion dollars (Transfer peyments, such as aid to
‘gtate end locel governments and interest payments). _ If we allow a 4% deduction
for savings, we cen estimate that 10% of the other GNP factors are the dirvenl ree
sult of federal government expenditures.. In summary, we cen soy thet in l95§ more
than 28 of the GNP was e direct result of government expenditures, federal, state
end locel,

On the basis of this record of postwar U.S. economy then, a rise of the
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gross of the GNP to $475 billion in 1959 from the level of 19‘58 indicetes an in-
crease of government expenditures to & total of 133.7 billioh dollars. Of this,
the indiceted federal governtent shére would amount to $107.8 billiont

THE "BALANCED BUDGET" FROBLEM

However, as is well known, the ruling cless government has determined
upon & course of "balanced budget policy." So, instead of en increase of $20 bil-
lion in 1959, we are told, there is to be a sizeble reduction of $3.8 billion in
budget expenditures and & correspondingly larger reduction in total federal expen=-
ditures.

This mesns that without an increase in federal expenditures the other
Ffactors in the GNP account would have to meke up, in addition to the 37 billion
dollars shown in Tsble IV, another 25 billion dollars or so. Thet means & total
slack of 72.3 billion dollars must be teken up by:

1) Personsl Consumption Expenditures? In the first quarter of 1959 they
were 10.9 billion dollers ebove the level for the year 1958. -

2) Gross Private Domestic Investment? In the first querter of 1959 it
was 14.9 billion dollars esbove the level for the year 1058,

This cetegory includes expenditures for fixed capitel. This is the real
‘méinspring of cepitalist economic recovery, as we heve previously discussed at
considersble length. Since we have estimeted that thie factor will not achileve
boom-producing proportiong in 1959, we teke no further special note of it here,
although Merxists never forget the key significence of the renewal of fixed capi-
tal in ‘the economic cycle. e

3) Net Exports of Goods and Services? In the first quarter of 1959
these had declined from a 1958 amnual level of 1.2 billion dollers to a negative
figure of .9 billion dollars, & decrease of 1.7 billion dellars. ;

L) State end Local Government Expenditures? In the first quarter of
1959 these were et 2.9 billion dollers ebove the level for the year 1358.

Not enough to assure the attainment of the $1+75 billion GNP in 1959,
some may say, but still the GNP in the first querter was at & $470 billion smnual
rate. Therefore, the performance seems to be encouraging to the bourgeoils econom=-
ists.

Let them get all the comfort they can from these figures. The Jjoker is
that in the First half of 1959 "budget balencing" is still all tallk, while actual
expenditures by the federal govermment are at the highest rate they hsve ever been
except in 19U - and by far the highest (in current dollers) of emy peace time
p st

Herein 1ies one of the most significant facts of the present economic
situation: The lew of diminishing returns has finelly cavght up with the policy
of subletting the U.S.Treugury to the financial oligarciy and their hangers-cn,
as & mesns of propring up o moribund economic systeinl And, with a vengeance!

For, now the govermnment is straining the limits of its owm credit. This helps to
explain why the Eisenhower Administration has requested an increase in the nation-
al debt limit to $295 billion. (It is celled "temporary", but it 1s an increase
over the present "temporsry" ceiling of $288 billion - which Eisenhower now pro-
poses be made the new "permanent" ceiling.) It also helps to explain why the in-
terest on govermment bonds is going to be raised ebove the present levels.
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VI. (4) THE QUESTION OF INFLATION

There are a number of measures of a Keynesian character, but they all re-
solve into two types: ' e

1) Measures designed to expend or contract credit.

2) Measures designed to increase or decrease government expenditures.

ring the period since 1047, measures of both types have been applied
with the net result being the increase in the govermment debt in a way which also
expands the private debt. The main lines along which this is developed are:

1) War preparations expenditures; ;

2) Price supports for 'strategic’ commodities;

3) Guarsnteed real estate and housing loans; and :

) Deficit financing (planned expansion of the goverment debt) in general.

THE REAL TNFLATIONARY CYCLE

Such policies generate a cycle of contradictory phases according to the
following pattern:

Defiecit finencing which increases goverrment
borrowing - which (with respect to that majorlty
of it supplied by cammercial banks) expands bank
credit (the money supply) at a six-fold rate -
vhich stimulates inflationary price rises in com-
modities and on the stock market - which undermines
fixed-return investments, i.e. bords, etc.- which
forces up interest rates on bonds in competition
with stocks, and govermment interest rates in com-
petition with private (corporate and other) borrowers
- vhich raises the cost of refunding the goverrment
debt - which tends to increase the govermment debt -
which necessitates increased borrowing - which expands
bank credit - which, ete., etc., etec.

! The result - inflation, i.e., the overexpansion of the supply of money and
credit in relation to the amount of values (commodities) which must be circulated
by the money and credit. The proportions of this development in the 1947-58 per-
iod are indicated by the indexes presented in Table IX.

TABLE TX.- INDEXES OF PHYSICAL PRODUCTION, MOWEY SUPPLY CREDIT & PRICES,1947 = 100

1958 April, 1959
Values - Industrial Production i3h 159
GNP (in Constent $) ikl 150
Credit - Gross Federal Debt 10 111
Vet Public and Private Debt 184
Money Supply - Currency & Bank Deposits 140 145
Velocity of the Money 135 143
Volume of the Money (Currency
and Deposits times Velocity) 189 207
Consumers Price Index : 130 130
GNP (in Constant $) times .
Consumers Price Index - - 183 195

Sources: Federal Reserve Bulletin and Survey of Current Business
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i B¢ "WAGH-PRICE SPIRAL" LIE

Marxist-Leninists must master and teach the workers the essential princi-
ples of political economy involved in the question of inflation. This is not a
matter of mere theoretical gbstraction. The main ideological weapon being wield~
ed by the bourgeoisie against the economic needs of the Américan working class to-
dey is embodied in thelr slogan: "Stop the inflationary wage-price spiral!" (Some-
how they never say it the other way around, = "price-wage" spiral.)

It is doubly importent to fight this "wage-price spiral" propsgands when .
it is advenced in the name - Yes! ~ in the name of Sociallsm! And that is exactly
the 1line on inflation as propounded by the self-styled "Independent Socialist Mage-
zine", Monthly Review, edited by Paul M. Sweezy and Leo Huberman. .

: Monthly Review {Novenber, 1958) begins its snalysis of the current infla-
tion problem by pointing to the fact that Americen industry is running et only
75-80 per cent of cepacity. There are no shortages of goods, says M.R., therefore
there can be no present problem of too much "demand", i.e., too much money and
credit supply. And so, they declare, "none of the classicel conditions of infla-
tion is present.” t ;

The logic of this argument would soon make counterfeiting no crime. TFor,
they are saying that because the productive capacity of industry is not being ful-
1y used, there can be no infletion. Appsrently they think that it would maeke no
difference if the supply of paper money and credit were doubled - there would be
no "classical" inflation so long as there were unused productive cepacity and large
masses of unemployed.

MONTHIY REVIEW'S WRONG DEFINITION OF INFLATION

Their confusion arises in part from their ambiguous treatment of the term
"demend". This, in turn stems from M.R.'s erronecus view thet "the essence of
(infletion) is & general rise in prices.” (Emphasis in original)

The inaccuracy of thet definition cen be illustrated as follows:

If the velue of gold falls, due for instance, to a discovery of new and
more easily asccessible supplies of it, there is a resulting generel rise in prices.
Put to call such a development "inflation" would be to rob the term of all signifi-
cance.

Again, if, due to wer's destruction, for instence, a country were forced to
import meny essential commodities which it before could produce with less socially
necessary lebor time than is represented in the newly imported items - that would
Jead to a general rise in prices. But to call such a situation "inflation" would
meen to say that inflation is the seme as exchenge et equivalent values, without
regard to the volume of the money in circulation.

In short: while every inflationary situation results in e general rise in
prices; yet not every general rise in prices is the token ("the essence", as M.R.
would have it) of inflation.

Tnflation is the relative rise in the money end credit supply beyond the
supply of goods to be circuleted snd debts to be paid by them. If the value of
The money remains unchenged under such & condition, it merely means that money is
being exchanged at below its value and that in e relatively short time balance w1l
be restored by en increase in the supplies of goods. Under such conditions, It
would indeed be inconceivsble that large proportions of productive capacity would
remein idle; the demend for goods would guarentee that. The editors of M.R.
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clearly imply thet this is the extent of their concept of "classical” infletion.

Here is where we discover the fatal ambiguity of their use of the term
"demand". If the value of the money remains unchenged = :itwill be. able to call
unuged capacity into action, if there arises a situetion of.a relative excess of
money-supply. But, if the value of the money asctually declines in relation to
the supply of goods - then the money loses, to that degree, its power to "demand"
- re’g_e.rdless of how many pieces of paper with large numbers -on them may be called
money. / . - B e : .

* And this is precisely what has happened to the Americen doller. There is
no excess of demand - but there is an excess of money. This, too, is inflation,
just as "classical" as any. It is pure infletion, not merely a cyclical imbalence
of supply and -demand of money and commodities. And, contrary to the view of Month-
ly Review, the unused productive cepaecity; in such-a situation, is not a contra-
diction, but the most irrefutable confirmation of. the existence of this form of
"elasslcal" inflation! e

At this point we digress to make two points to evoid possible misconstruc-
tions of the remarks we have just made: ol ; e

el o Pl

First: Bvery worker, of course,knows that he doesn't have eny "excess of
mohey" - the infleted kind or sny other. All that this proves however, is that
the workers' pogition is not improved by inflation. The:excess of the money 1s
poured into the economy through the benks and other capitalist enterprises. By
the time the goods and services resch the workers, the inflated:prices are already
there. The workers heve to struggle for wage increases just to try to catch up.

Second: Just because, under the present circumstences, the excess produc-
tive cepacity confirms the existence of infletion - this is not at all to suggest
thet 1t is caeused by inflation. The cause of the under-utilization of productive
capacity lies outside the sphere of circulation; it lies in the sphere of produc-
tion, in the capitalist relation of production.itself. "fhe resl barrier of cepi-
talist production is capital, itself.” (Merx, Cepital, Volume ITI, 1.293)
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VII (1) FURTHER REGARD‘ING "MONTHLY REVIEW"

| i :
Having erroneously idehtified inflation as ‘a general.rise in prices,
Monthly Heview,(November, 1958) proceeds to "analyze' its cause along the follow-
ing lines, (we have added certein comments in parerithesis):

"The prime mover of the inflationary process"”, says M.R. ,"is to be found
in the concentrated basic industries...being monopolistic... .they are in a posi-
tion to set their own prices; their workers ere relatively well orgenized; and
they (the monopolies M.P.) are technologically progressive...." (while this is
not the main point to be made here, we cannot let this pess without comment: the
monopolies do use advanced technicel means but, as everyone nows, they use these
in comnection - especially in colonial areas - with the most backward production
methods; and, they suppress edvanced technical development without hesitation
when theilr profit interests call for such action). "This conbination of factors ol
M.R. continues, "is the source of our current inflation....The big corporations
can afford to pey their workers better" (apparently the "little" ones can't.)
"Unfortunately, however, there is no way lebor cen ‘'get at' the huge profits that
flow into the coffers of the corporate giants.” (What ere the steel companies so
worried ebout then? Why don't they grant the thirty-hour week and be rid of all
the aggravation?) " ...the corporations meke the minimum concessions. ..and then
pass on the resulting higher costs to the rest of the economy 4n the form of
higher prices. This enables the corporations to placate the union" (and you want
to meke & revolution!) "...without at the seme time giving up any of their pro-
£its....these gains are won at the expense of the consumers” {where have we heard
this before?) "...employers and employees in the concentrated industries colla-
borete to improve their own position relative to the rest of the economy" (appar-
ently the masses should not look to the 'employees' of the trustified industries
for leadership in the class struggle)"....this sets up strong inflationary press-
ure throughout the whole system...And the higher prices of the basic industries
push up the costs and hence eventually the prices of all other sectors of the
economy” (if "ell other sectors of the economy" cen secure higher prices simply
because they have higher costs, then what happens to M.R. 's premise sbout this
ability being the special privilege of the monopolies?) "....Faced with higher
rising living costs, &ll workers have an additional reason of the strongest kind
to fight for higher weges, and employers have less and less excuse for refusing.”
(Well, when the excuses run out, there are alweys the injunctions and the cops.)
M.R. then winds up by charging that escalator clause wage agreements aggravate
the inflationary trend because they have raised wages. :

We have imposed upon the reader to quote at this great length because we
were afreid that some might doubt that e magezine calling itself "socialist"
would argue such an snti-union line. For, 8ll workers will immediately recognize
M.R.'s position as the same old "wage-price spiral" argument, in essence, that
the ruling cless has been deluging the country with for some time now. It is
essentially the same argument as that made by Citizen Weston, against which Marx
polemized in the historic "Value, Price end Profit." The basic enswers to the
"wage-price spiral" argument are there presented in Marx's devastation of the
so~-called "Iron Law of Wages."

FALLACIES OF M.R.'S ANALYSIS

Look again at Table IX. It is self-conteined and consgistent in the stery
it tells. The price index is essential to it because 1t reconciles values anc
money supply: The volume of physical production multiplied by the index of prize
approximately equals the index of the money and credit supply. The fact tha’ te
latter slightly exceéds the former indicates a continuing inflationary pressu:
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But, contrary to the yiew of M.R., this picture would not be affected in
the least by showing what proportion of the prices were resolved into profits oft..
capital and wages of labor. Varyiﬁg:the proportions would likely affect the pro=-
portions of the totel prices redeived by the suppliers of producers goods {bought
only by capitalists) end the suppliers of consumers goods. But the total prices
would not be affected! Otherwise, one would have t0 say that the workers' share
on the total production could never change. : i

Likewise, with the question of the respective proportions of the total
profits realized by the monopoly and the non-monopoly sections of the bourgeoisie.
It is well known (as Lenin first generelized in Imperialism) that in the period
of monopoly capitalism a mere handful of giant finance-capitallist enterprises rob,
not only the working class, but the middle classes and small and medium~sized
capitalist enterprises also, mainly through the monopolies' power to overcharge
for what they sell and to over-discount what they buy. One effect of this is to
secure for the monopolists a lion's share of the total profits.

But our knowledge sbout inflation, the topic now under discussion, is
not enhanced by adding to our presentation the fact that the monopolies were able
to realize greater profits from the prices than non-monopoly capital. The fact
of the matter is that this advantage of the monopolies operates whether prices
are high or low, in good times or bad, inflation or deflation. Furthermcre, the
advantage is most marked in times of deflation; non-monopoly prices lag behind on
the upward swing - but the gap becomes even greater in the period of genereal
price decline.

Does this mean that Marxist-Leninists are indifferent to the struggle
against monopoly price-profiteering? Absolutely not! ALl potentially enti-mono-
poly elements must be rallied behind the working class sgalnsi monopoly robbery.

As far as our present question of inflation goes, such an anti-meoncroly
struggle, if it were successful, would be an anti-inflationary factor. But nut
because it would reduce the totel prices, rather because (having curhed somewiat
the strangling restraints of monopoly) it would tend to cause en increase in the
amount of goods (values) competing for the money. For under such circumstances,
the monopolies would need to increase output to maintain their rate of profit.
But, given the amount of values (commodities) to be circulsted and the amount of
money eand credit availsble to circulate them - the total of the prices of all the
goods of all the producers remains unchanged by the menner of division of profits
emong the capitalists.

THE ROOTS OF M. R.' S ERRORS

The errors of the inflation analysis put forward by Monthly Review can
be put into significant perspective by recalling two facts ebout its history:

First: The Sweezy-Huberman group from the beginning (during and just
efter World Wer II) was primerily composed of specialists in political economy
(in which field a number of them had written books). They developed a penchant
for "correcting Marxism" (its lebor theory of value, its theory of money end
prices and of the formation of the average rate of profit, etc.). Most important
of these works was Sweezy's "The Theory of Capitalist Development". The relation
of this trend to Keynesism is indicated in these comments in the Sweezy book:

"The writings of Keynes and his followers mark the emergence of Anglo-
Americen economics from roughly a century of relative sterility.” (p.52); and,
"Generally speaking, their logical consistency cannot be challenged, either on
their own ground, or on the bagis of the Marxiaen analysis of the reproductive
process." (p.348)
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Second: The Sweezy-Hiubermen group was ‘& sort of "vanguard of revision-
jem" in the post-war period, which moved ewey 'from the vicinity of Marxiesm, under
the benner of "independent socialism,"” beginning shortly after the 1948 elections.

In short, Monthly Review embodies the connection of revisionism and
Keynesism in Americe - and the crisis now faced by Keynesiean policies is also a
crisis for the Monthly Review brend of political economy. How else explein their
sbsurd attempt to combine en "appeal for socialism" with their adeptation of the
viciously snti-working-class "wage-price spiral" slogen of the ruling class pro-
pagandists? How else explain why in their whole essay on inflation,: the editors
of Monthly Review do not so much es mention the real ceuse of the current in-
flation: The cold war and such other government spending as is ‘aimed at ‘subsid-
izing & moribund economic system and expanding the influence of Americen Imper-
jalism? g ; : e ;

VII (2) THE CRISIS OF KEYNESIAN POLICY

Keynesian measures, as we said previously, all resolve into two types:
1) Measures designed to expand or contract credit; and 2) measures designed to
increase or decrease govermment expenditures. During the period since 1947,
measures of both types have been epplied, with the net result being the -increase
in the government debt in & way which also expends the private debt.

We then showed how this Keyneslan course lsy at the root of the infle-
tion problem. Tn Teble IX we presented a picture of the proportions of this prob-
lem, with the indexes of the volume of debt and money supply having risen at a
raﬁe more than one-third greater then the indexes of physical production since
19h7. ;

Such & course in the monetary affairs of the nation must ultimately end
in one of two ways: a deflation of prices or a devaluation of the money; a gener-
al decline of the prices of commodities, or a rise in the price of gold; en in-
crease in the purchasing power of the dollar or a reduction of its official con=
tent. i

(Some may ask, why not a third slternative: Why not an increase in the
physicel volume of production to close the gap between the supply of commodities
and the present volume of the money. The answer is that this is the period of
the general crisis of capitalism, with its chronic overexpansion of productive
capacity and lebor power. Even in the most favoreble times of U.S. postwar eco-
nomic history, experience has shown that the condition for the full (or near-
‘full) utilization of productive capacity is the government subsidizsation of the
meintenance and expension of monopoly profits. Since the govermnment borrowing
To vhich this has led is at the same time the basic cause of the present infla-
tion, it is obvious that such a policy cannot provide an alternative to that
same inflation). : :

" Just how long and how far can inflation go on without ending in one or
_enother of the two alternatives? The answer cannot be determined mathematically,
of course, but the handwriting is on the wall: The dollar and the U.S. bond
thave been weighed in the balance end found wanting'. No prophet Daniel 1s need-
ed to read this fact in the following two recent developments:

The decline of U.S. gold reserves and the official acknowledgement of
the unsaleebility of long-term U.S. bonds. .
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ﬁECLINE OF (OID RESERVES

B}

First: The United States Treasury gold stéck from:a high point of $2h.h
billion &t the end of 1948 hag declined almost 20 per cent, and stends at below
$20 billion for the first time since 1940. Furtheymore, the ratio of the gold
stock to the Federal Reserve Notes and Deposits in 1940 wag asbout two-thirds, but
today is only sbout forty per cent. From January, 1958 to Januéry, 1959, alone,
this ratio fell from U47.7 per cent to 42.2 per cent. While this leaves the stocks
sti1ll well sbove the statutory minimum of 25 per cent, the ratio of the.gold to
the bank credit is the lowest it has been in the history of the Federal Reserve.
There cen be no two ways about it; this outflow.of gold is critical and its con-

. tinuation implies most serious consequences for Americen imperialism. .The explan-
ation of the loss of gold is, to put it simply: Foreign holders of U.S. dollars
can sell them to the U.S. Treasury at the rate of an ounce of gold to: thirty-five
dollars. The dollar has been robbed of much purchasing power by the rising tide
of inflation.. At the same time competition from West Europeen, Japanese and Soci-
alist countries is undercutting U.S. prices. This situation has developed to the
point where foreign holders of dollaers ere finding it profiteble to turn.in U.S.
dollars for gold end then to teke the gold to shop in other countries. The big
adventage enjoyed by the competing countries over the U.S. is simply that none

of them except possibly France is wasting so much of its productive forces on the
on the paresitic and wasteful expenditures for war preparetions. (Note: "Can you
imagine what. would heppen," asked one of the highest officials of the Eigenhower
Administration, "if foreigners decided they would prefer to hold guilders or
pounds or something to dollars?" The Wall Street Journel (Sept.l10,1959) in report-
ing this comment pointed out that, esmong other things, the foreign holders of
some $18 billion of short-term securities would probsbly demend gold under the
circumstences suggested by the Administration spokesman - M.P.) ;

Second: Since 1917, U.S. government bonds (of S5-year maturity and lbng-
er) have been sold under & statutory limit of ll»—}; per cent interest. This period
included two booms, two wars and the Great Depression. Through it all, the gov-
ernment could sell its bonds. Yet on June 8, 1959, the President of the United
States wes forced to- ask Congress to abolish the Ui per cent interest ceiling,
because this Llimit "under todey's conditions mekes it virtually impossible to

‘sell - (long-term U.S, Government) bonds in the competitive market." (Eisenhower
nessage to Congress.) This request was coupled Wi an appea since granted

for an increase in the "temporary" federal debt limit to $295 billion from the
present "temporary" limit of $288 billion. (Note: "The situation with regard to
U.S. savings bonds," according to the same Wall Street Journal asccount, "is....
precerious....in July (1959) alone the rate of redemption on savings bonds was
more then double the rate of sales."” - M.P. ‘ i

The seriousness of the implications of a situation in which the federal
government cannot sell its long-term bonds needs hardly to be emphasized. But the
urgency of it can be indicated sketchily in these following figures:

. On June 30, 1953, the federal debt totaled $266 billion, today it is
$285 billion plus. (Latest figure: $289 billion) The average maturity of the
marketable portion of the debt was 6L months then, as against only 56 months now.
Of the total debt, that portion felling due in one year increesed from $65.3 to
78.0 billion, end the total due within five years increased from 7.5 billion to
134.2 b%llion between the two dates. (U.S. Treasury end Federal Reserve Board
figures

By securing en increase in interest rates on long-term bonds (those mat-

uring in more than five years) Eisenhower hopes to "stretch-out" the Federal debt
over a longer period. This would be like finding money. At the same time, the

=30~



government hopes to gsell a larger pox;tion"éfl the bonds to buyers other then com-
mercisl benks, end thus to avoid the inflationary expansion of money and credit
which occurs when the banks buy the government bonds.

A THORNY PROBLEM = '

The consequences of either alternative - deflation of prices or devalu-
etion of the dollar - ere s0 terrifying to the U.S. bourgeoisle thet it will
spare no effort to escape either of those courses.

On the one hand, a price deflation back to the 1947 scale of values
would bring prices down by almost 25 per cent. Enough said; the monopoly price-
gougers will avoid or delsy any general decline in prices if there is any act of
prevention fair or foul that they have it in their power to enforce.

On the other hend, e devaluation of the dollar - by raising the price
of gold - would be as significent in its way for world politics as the launching
of the Sputnik was. It would drematically reveel the American imperielists to
be mere economic mortals, even as their counterparts in othelr imperielist coun=-
tries.

Tt would be & terrible blow to the "leader of the free world" posture.
For, such "loyal allies" as Franco, Syngmen Rhee, Chisng Kei-Shelk, etc. could
thus suddenly f£ind their nest eggs and subsidies in dollar form drestically cut.
The very telk of devaluation is universally discouraged for fear that a panic
among Foreign holders of U.S. dollars might lead %o a "sun on the dollar', thus
transforming a rumor of devaluation into an inescapable necessity in fact. There-
fore it can be regarded as certein that the U.S. ruling class will defend its
position in the export markets with all other means before the last resort of
devaluation of the dollar.

However, this critical finencial problem of inflation is rooted in the
broader crisis of Keynesisn policy in general. (Note: The same Wall Street Jour-
nal survey quotes “one of the (Govermment's) best-informed ...money menagers" as
follows: "....The picnic's over and the money's running out. So T think we'll
get through the crisis all right. But not, I suppose, until everybody recognizes
thet that's the word for it." - M.P.)

THE GREAT DILEMMA

This crisis of Keynesian policy todey presents itself in the form of a
dilemma. -

On the one horn: The government must reduce its borrowing - the altern-
ative is rulnous inflation.

On the other horn: The government must not reduce its spending - ‘the
alternative is to undercut monopoly profits end the imperialist war policy.

The bourgeoisie refuses to acknowledge explicitly that there is any
such dilemmsa before them. For, to do so would be to confess the bankruptcy of
the Keynesian "snti-crisis" theory and to imply that Merxism mey yet have the
last word (as it surely will). :

But the reality of the dilemma is revealed in the division of the bour-
geois commentators into the "fiscal conservatives" and the "free spenders". Tor,
while each complains of only one horn of the dilemme, both together thus teriifly
to the insoluble interconnection of the two aspects of one problem - the crisis
of Keynesian policies.
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THE "FISCAL CONSERVATIVESY ARGUMENT

The "figscal conservatives" argue as follows: "The U.S. economy is in-
herently prosperous. All that is needed -is 1) to control and eliminate ‘waste-
ful' spending, particularly -‘non-military spending; and, 2) to stretch out the
national debt until prosperity tax receipts can ieese ‘the ‘tempOra.ry' financial
embarrassment.” To thet end they propose 1) a reduction in, housing, ‘educstion,
pension, welfare, and other such payments to the people; and 2) en increase in
the interest rates to be paid on long-term government bonds in order to ease the
present squeeze by lengthening the average maturity of the federal debt.

This is the line of the Eisenhower administration. But the weskness of
it is seen in its insbility to carry along even meny of the Republicans in Con-
gress when it comes to specific applications of this line in the field of hous~
ing and farm legisletion. They, of course, are not worried sbout the welfare of
the tenant or the working farmer; but they dare not cut off the subsidies of
the real estate and benking capitalists who enrich themselves under the "housing"
(Title I, etc.) end farm programs.

And in their proposal to raise interest costs , our high—collared "fiscal
conservetives" reveal themselves as reckless gamblers at heart. In order to
avoid paying less today, because of a "temporary shortage of funds", they pro-

- pose to pay more tomorrow, by which time their good luck will surely return and
they will regain their accustomed prosperous circumstances. Of course, the work-
ers know that the secret of "good luck" of the bosses is in the speed-up and in-
gsecurity of the working people. Therefore, the fiscal conservatives simply mean
that "tomorrow" they will have turned the screws snother notch on the lives of
the workers to squeeze out the means of peying the de'bts of the worthless, waste-
ful, degenerating imperialist system. .

THE "FREE SPENDERS" ARGUMENT

The "free spenders" argue that the expansion of government spending,
for war or anything else is not a bad economic factor. On the contrary, they
meintain that it is the "very button on fortune's cap”, the key to prosperity.
To reduce government spending, they say, would be to inhibit the country's "nor-
mal economic growth". (Note: We are indebted to the Joint Congressional Caommmit-
tee on the Economic Repcrt of the President, which in its minority end majorivy
veports (March, 195Q) egreed thet the correct definition of the term “economic
growth" is "the process of cepital accumuletion", i.e., increasing the wealth of
only one class. They risk this much frenkness since they are confident that the
masses of people will not reed their report. All the more reason for Marxists
t0 use this "definition" to expose the hypoerisy of "pecples! capitalism”.-M.P.)

This is the line of the liberal Democrats. But they betray a lack of
confidence in their own line by their unwillingness to challenge the "balanced
budget" policy of the Eisenhower administration. The "liberal" 86th Congress
came in like a lion end is going out like a lamb. The big talk sbout "aid to
distressed areas, increased unemployment compensation, expanded publlc housing
- progrems and federal ald to education" (& touch of the "Sputnik fever", you
might say) - all died dowm to & mere partisen maneuvering to escepe blame for
actions such as increasing the. government bond interest rates.

The fiscal conservetives and the free spenders seem to have reached e

silent accord in regerd to the dilemma: "Let's not fight this thing, it's bigger
then both of us.” ;
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MONOFOLKS ANSWER: "AUSTERITY"

In short, they have conme to agreement ofi the following solution: To
find the way which will mbintgif end expand goveynmment subsidies to monopoly
capital; but which will permit a reduction of govermment borrowing. They have
united Upon a course of extricating themselves from the dilemma by wholesele
reductions of the living stendards of the people - in a word, "susterity".

To this end there is s multiform economic end political, now open, now
disguised, :concerted reactionary drive: :

1) To increase men-hour output through autometion and speed-up.

2) To attack and wesken the trade unions, disrupt grievence machinery
and the steward system and to destroy their militancy.

3) To reduce public services while increasing the rates fof such essen-
tial services as hospital and medical care, ges, electricity, telephone, public
transportation and auto insurance.

4) To rob the poorest tenents and the consumers through higher rents
for overcrowded tenements and by monopoly price gouging (often directly organ-
ized by the government).

5) To shift as nearly as possible the entire tax burden to the poor and
most insecure, through strict enforcement of the withholding taxes, sales and
use taxes; and at the same time reducing the tax burden of the bourgeoisie (with
its staff of lawyers and accountants working day in and day out devising means
of evading what reduced taxes they still are supposed to be paying).

6) To increase steadily the interest charges on consumer, housing and
installment credit transactions.

-7) To reduce even beyond the present low extreme the living standards
of sgricultural workers, the majority of whom are of the Mexican, Negro end
Puerto Ricen oppressed naticnel minorities.

8) To drive the small working farm femilies end the self-employed of
the cities to desperate extremes of overwork in bounden service to monopoly
price dictation.

9) To raise the super-profits of imperialist exploitation of the colon-
ial and semi-colonial world, through special tax concessions to imperialist cor-
porations end through the pressure of increased insecurity upon the lives of the
peoples of the dependent countries.

(Exemples of the savage means by which the American ruling class is
prepared to enforce this austerity program could be cited meny times under each
of these headings. But we think particularly noteworthy are the vicious, cruel
and outrageous prison sentences meted out to eight textile workers' leaders on
July 23rd for "conspiracy" in the hard fought Henderson, North Carolina cotton
mill strike.) .

Such a program will certainly lead to a sharpening of class struggles;
for, just one look at it is enough to arouse the fighting anger of the masses.

But before drawing political conclusions we must hoe the row to tlw end
in the field of theory.
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policies they express. Furthermore it has failed to bring sbout the material
preconditions for cyclical recovery. (The function of the stagnation phase of
the economic cycle must be understood - at least if one is'a Merxist end not a
Keynesia.n - &s being as essentisl as any othsr phase of the cygle.)

REVISIONISTS!® ARGUM’J g

This sort of analysis, of course, is denied by the revisionists. The
League of Yugoslav Communists declares in its program that "...state capitalism
.esocan to & certain extent restrict the anarchic nature of the market in eco-
nomic development..." (Yugoslavia's Way, p.16)

Readers may recall that in sa earlier part of this ' series we express-
ed a criticism of the view of Victor Perlo, well-known economist, that the ex-
pansion of government spending had brought about a cyclical rezcovery in 1958.
Since that time, Perlo has generalized his view. In a recent article, Perlo
advences the opinion that "....it would be wrong to conclude that monopoly capi-
tal cannot influence the course of the economic cycle....Sometimes, the mcnopo=-
lies and the cepitalist state have temporary and partial success in combatting
the crisis." (Discussion article in World Marxist Review, June, 1959)

It is significant to note that the views set forth by Perlo in this
latter article evcked special comment from Harry Schwartz, the New York Times'
notorious anti-Merxist "expert" and specislist in anti-Communist slender. Qhe
heading and theme of Harry Schwartz' account was stated in these words: "Red
Revises View About Capitalism" (WT, June 27, 1959) Schwartz concludes his com-
ment thus: "Treditionel Marxism has mainteined that the capitalist depressions
derive from unconlrollable forces. inherent in the nature of capitalism. Now Mr.
Perlo....(is) celling into implicit question the 'inevitablity' of the capital-
ist doom predicted by Marxist-Leninist theory."

The political theories of Harry Schwartz and his ilk mey be faulty, but
their class instincts are proven highly reliable.

An article in the July issue of Political Affairs, by Hymen Lumer,
mekes it clear that the leadership of the old CPUSA shares the Perlo view.

Only six months before, in the same magszine, Lumer had emphasized his
agreement with the opinion of Eugene Varga, Soviet economist, that "....the
present crisis in the U.S.....is a cyclical crisis of overproduction, not a
short-term transient crisis similar to those of 1949 and 195k."

Today, Lumer "self-critically" (he is nine months behind Perlo in this
"self-correctlon") declares that"these appraisals...did not adequately take in-
to account the effects which increased govermment spending, whatever its limit-
ations, exercised on the course of the erisis."” In other words, he is saying,
there would have been e cyclical crisis; but, because of a govermnment spending
progrem, it wes prevented. o

THE "FORGOTTEN MAN"

Incidentally, one would wonder how eny person calling himself e Cormun=
ist could write a twelve-page article of "economic analysis", including "seli-
criticism"”, and never once find space to so much as mention the name of Marx: or
Marxism. 1)3\11: Lumer in this article has shown how it is done! (If this Te cu3-
matisme... ]

The Tito, Perlo end Lumer views exhibit the most common modern revssione
ist error in political economy, i.e., overestimating the effect of govermucnt
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CAN THEY REVERSE THE CYCLE?

Can sdch a progrem by the monopolies bring .ebout or prolong recovery
or prosperity, vr prevent or deley e crisis, or shorten a depression? Will the
U.S. bourgeoisiﬁ, in spite of present difficulties, by its austerity measures
gucceed in achieving the ideal propounded by Keynes:

"The right remedy for the trade cycle is not to be found in ebolishing
booms and thus keeping us permenently in a semi-slump, but in abolishing slumps
and thus keeping us in a quasiboom." (Keynes, General Theory, p.322)

Undoubtedly such a progrem will, if successful, raise the shere of pro-
fits and reduce the share of wages in the national product.

But & rise in the rate of profit is not the cause of a cyclical increase
in production. In 1929, for exemple, the profit of United States' corporations
rose to its boom pesk, but the year ended in crisis end the index of industrial
production fell. Likewise, 1937, a recovery peak profit year, was followed by
a decline of production in 1938. As far as cyclical changes are concerned, it
is, in fact, Jjust prior to a crisis that profits are highest. Therefore, while
recovery is always accompenied by e rising rate of profit, a program which raises
the rate of profit is no guarantee that the cycle will chenge in a positive dir-
ection.

In order for a cyclical recovery to occur two material preconditions
are required: 1) The excess stocks of commodities (velues) must be reduced to
the neighborhood of consumption (merket) requirements; and, 2) The excess pro-
ductive capacity must be digposed of by physical (wear and tear) end virtual
(obsolescence) depreciation.

Are these developments susceptible of being hastened? Yes - by the de-
velopment of new markets at home end abroesd. Essentially this involves the dis-
placement of non-capitalist production, home industry and domestic services,
artisanship, individual peasant production, etc. - and replacing them with capi-
talist reletions of production. New markets can also be won by one or a group
of nations at the expense of rival capitalist nations.

CAN PUMP PRIMING HELP?

Cen this recovery be speeded up by "pump-priming", either war prepara-
tion or peace-time government construction program, etc.?

If the material preconditions have occurred for recovery, and if the
credit of the government is sound, and if the rate of profit is not inhibited by
such government programs - =

Then, yes, recovery can be speeded up by pump-priming. The experience
of the 1930's provides negative proof that where the material conditions are
lacking and when government spending inhiblte meximum profits (work relief pro-
jects, etc.), then pump-priming fails to hasten and confirm recovery. On the
other hand, the experience of the war and postwer period shows that the effect
of government spending is to hasten recovery when the material preconditions
are present and where the maximum rate of profit, far from being inhibited, is
being subsidized by government expenditures.

And, again today, the economic situation shows that the vast expansion
of government spending in the past year - when exerted in a "eounter-cyclical"
direction - brings ebout, not a cyclicel recovery, but a crisis of the Keynesian
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spending on the economic-cycle = more specifically in the erroneous idea that
such government programe cen delay b crisis. Frem this false premise, revision-
ism expands its view that monopoly &tate capitalism has developed the power to
modify the economic cycle generally, in ell its phases, which, of course, means
that conscious actions by the monopolists can prolong the good times, shorten
the crisis end eliminate the depression phase of the cycle. (We sey "eliminate
depressions” because if crisis cen be shortened by govermment induced recovery,
then the stagnetion phase will never be reached. The reader will here again
recognize the Keynesian ideel.)

The revisionists never neglect the formality of saying that "the crisis
cannot be avoided altogether". Sometimes they add that "emti-crisis measures
tend to prepare & worse crisis later". But such statements are mere platitudes,
gimilar to their telk about "soclalism is the only enswer" designed to conceal
their attacks upon Marxist-Leninist theory without which socialism cannot be
achieved.. And, like their talk sbout "titenic struggles" which will take place
- some day, vhile they at the same time outline the role of Communists as mere
trade union auxilieries, rather than the venguard of the working class.

REVISIONIST SELF-CONTRADICTION

Their statement that & crisis "can be delayed but it cannot be prevent-
ed" constitutes a self-contradiction.

For, if the crisis cen always be delayed then it can be prevented!
(This is precisely Keynes' proposition!) On the other hand, if it camnot be
evoided, there must come a time when it cannot be delayed eny further. The
revisionists never come clean on this proposition, never face up to the obliga-
tion of honest thinkers when faced with irreconcileble contradictions. They
never attempt to tell the workers the circumstances (not the precise time, of
course) under which "can delay" must give wey to "cammot avoid". Therefore,
one is justified in concluding thet the revisionists are willing to have the
workers believe thet the cepitalists have found a way to achieve a "permanent
delay" - f.e., to prevent crisis!

This is a perfect and necessary corollary to the "peaceful, parliament-
ary trensition" line of the 16th National Convention of the CPUSA, one of whose
foremost architects wrote as follows:

"The workers...are not inclined to accept the return of...bad times as
ineviteble, and will follow the leadership of those with a progrem to prevent
it, or to gusrantee that they will not be its helpless victims if and when a
depression does come....Socialism.... will come through the constantly success-
ful struggle for pesce, prosperity and democracy." (John Gates, Political Af-
fairs, Nov.1956) (Our emphasis - M.P.). ;

"Hold on!" cry the revisionists, "You draw the bow too far! Have not
war and post-war events shown, beyond the niceties of polemies, that state mono-
poly capitalism has in fact succeeded in delaying a crisis. Theory must not
fly in the face of facts."

But just as significant thoughts can never be developed without words,
the significance of facts cemnot be understood without theory.

The revisionist-conciliationist political economists argue as follows:
"Tf it had not been for the tremendous expansion of govermment spending a deep
and acute economic crisis would have broken out before now." We agree that so
far the argument is irrefutsble. And perhaps, in this sense, the crisis might
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be said to have been "delaved". However; to ‘a.ttempt‘ to build up this fact into a
theory of "out-plemning" the crisibi.i.ithat is enother metter.

4 I

For, it would just Hs true snd as meaningful to say that "if the capi-
talists had not signed any checks or extended any credit there could not have been
any boom in the first place." Capitalist spending during a recovery or a boom -
privete or state - "delays" a crisis., But it would be just as true to say that in
8 crisis or depression the cepitelists "delay" recovery by not spending. One might
with no less absurdity call this "combating recovery" as to describe the spending
done by cepitalists in recovery or boom times as "combating crisis".

PROFIT - NOT "PLANNING" - DETERMINES

The connection between the "combative" thoughts that go on in the capi-
taligts® heeds snd the evolution of economic events is to be found, not in programs
and plans of the class as a whole, but in the objective necessity of each capital-
18t to realize the meximum rate of profit. It is this which explains the movement
of the economic cycle and, indeed, all of capitalist life. The drive for profits
explains the emergence from depression to recovery to boom - and no less, it ex-
plaing the transition from boom to crisis.

Certainly the revisionists and conciliationists would not deny that.

Then, we put to them this question:

If the pell-mell drive for profits in the boom period is what leads to
the cepitalist crisis, how can the state monopoly use of the government credit in
this profit scramble be regarded as & program of "delaying" crisis. If this is
delaying & crisis, what in the world would the monopolists have had to do if they
been trying to speed it along? What, that is, which would still be consistent
with their leoperd-spot characteristic of profit-making animals? If by reckless
exploitation of govermment credit, monopoly capital "delayed" a crisis, it certain-
ly wag not for want for any measure within their power to increase their profit or
to impoverish the masses under their rule, thereby increasing the gap between pro-
ducing and consuming power.

We submit that when "delaying" a crisis is synonomous with the program
of speeding a crisis = then the revisionist-conciliationist argument has been re-
duced to sbsurdity.

On this question, we hold with the view of the Bolshevik Party as ex-
pressed by Joseph Stelin in his report to the XVI Congress in 1930.

", ...hourgeois govermment of all ranks and colors, bourgeois politi-
clans of all degreees and capacities, have all, without exception, tried their hend
at 'preventing' and 'abolishing' crisis. But they all suffered defeat. They
gsuffered defeat because you cannot prevent or sbolish crisis while remaining in
the framework of cepitalism....If capitalism could adapt production, not to the
acquisition of the maximum of profits, but to the system of improvement of the
material position of the mass of the people, if it could employ its profits not
in satisfying the whins of parasitic classes, not in perfecting methods of ex-
ploitation, not in exporting capital but in the systematic improvement of the iat-
erial position of the workers and peasents, then there would be no crisis. Bud
then, also, capitalism would not be capitalism."

We have argued here against the main error of modern revisioniem in
the field of political economy - overestimetion of the effect of government sp=iid-
ing on the economic cycle; the belief that the bourgeoisie has found a way to
modify the capitalist cycle. The fact remeins, however, that there has been u
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vast program of government spending to subsidize the moriopolies, end thet as a
result the government debt has grown phenomenally. The guestion then is this:

What signifin,ant cOnsequences actually do- flw from such e developement
of state monopoly capitelist policies?

MARX ON THE PUBLIC DEBT

"The public debt becomes one of the most powerful levers of primitive ac-
cumulation,” wrote Karl Marx in Volume I of Capltal, in discussing the beginnings
of capitalism. "As with the stroke of sn enchanter's wand, it endows barren money
with the power of breeding and turns it into cepital without the necessity of its
exposing itself to the troubles end risks inseparsble from its employment in. in-
dustry or even in usury." (op.cit. Ch. ¥XXI)

The bulk of an historical era separates us from the time of primitive
capltalist accumulation. Yet, in these cobservations by Marx, end other of his
comuents on the seme subject, we cennot fail to be instructed in current problems
of political sclence.

CENTFRING THE CRISIS IN THE STATE ITSELF

If, in the period of primitive accumulation, it was a "lever", then today,
‘dn the period of the second stege of the general crisis of world capitalism, the
U.S. public debt has become a major and indispenssble edjunct of monopoly capital,
a giant pump for drewing money from the pockets of the people and building up the
S eservoirs of cepitalist profit.

But as a adjunct of private capital, the state credit becomes direct heix
of, and participant in the most intimete deteils of the cyclical crisis of capit-
alist production. This 1s menifested in an increasingly critical financial situ=-
ation and by the consequent reduction of the &bility of the state to put reservas
at the disposal of the capitalists during the crisis end depression periods.

THE FMERGING STRUGGLE AGATINST HIGH TAXES

If, as Merx wrote, "Overtaxation is not an incident, but rather e princi-
ple" in the period of primitive accumulation, it hes today, in the period of ths
general crisis, become an indispensable instrument for placing the burdens of tae
mounting problzms and sharpening contradictions of capitalism upon the backs of
the tolling maszes.

The fight of the common people of Americe against tex robbery by the Brit-
ish and then ty the ascendant Amevican becurgeoisie was one of the main forms of
the democratic struggle by which the cowntry was found2d. That struggle was led,
and mainly msuned, by the petit-bourgeoisie of town and courtry.

In the preriod now beginning, the U.S. working class is destined to come
forward as the modern leading inheritor of that ancient and militent revolution-
ary tradition: "No taxetion without representation!" - this time directed sgainst
the leading force of world capitalism, U.S. monopoly capitalism.

And in the course of this struggle, the Marxist-Leninist venguard will not
fail to point out that, under mecdern conditions, the interests of the masses cen
"¥pe fully "represented” only in the form of the socialist revolution, which will
open the way to'the ending of taxation, forever.
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IDEOLOGICAL "BLASPHEMY" AGATNST GOVERNMENT CREDIT

Th the period of priinitive accumulation, "Public credit", as Marx put it,
"becomes the credo of capital (and)....want of faith in the national debt tekes
the place of blasphemy sgeinst the Holy Ghost, which may not be forgiven'.

If then, it could not be forgiven, todey it cannot be tolerated. For then,
such "blasphemy" merely obstructed the path to bourgeois glory. Today, it indica-
tes the gaping chasm of financial crisis for the state which stands as the pillar
of "the free world".

Since overestimation of the strength of the bourgeoisie 1s a hotbed of
opportunist theories, +the revisionist-conciliationists in the leedership of the
0ld CPUSA, instinctively avoid and deprecate eny exposure of the revolutionary
connotetions of the ruinous fiscel policies of U.S. monopoly-state cepitalism.
On the other hend, in the struggle egainst the myth of "American exceptionalism",
including its revisionist forms, Marxist-Leninists will be "guilty" of this sort
of "“intolersble blasphemy" meny times.
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VIII. THE POLITICS OF REVISIONIST POLITICAL ECONOMY

. ESSENTTAL ELEMENTS OF A PROPLE'S ECONGMIC PROGRAM

In one section of our previous chepter we sketched, in some nine points,
the outline of the reactionary "susterity" program by which the monopolists aim
to solve thelr dilerma through forcing a general lowering of the living standards
of the messes. A brief gtudy of this monopoly progrem is enocugh to indicate cer-
tain essential lines of a program of populer resistence. Certainly any people's
anti-monopoly program must include demends and eims such as the following:

1) The six-hour day. Broadened unemployment compensetion and continua-
tion of payments for the full duration of unemployment. Resistence to speed-up.
Incréase minimum wage to $1.50 per hour. Fair Employment Practices legislation,
with teeth.

2) Increased trade union militancy, unity emd democracy. Resistance to
enti-lebor bills. Defense end extension of Negro job rights. Organization of
‘the South.

3) Meintenance and improvement of (and reduction of the rates charged
for) hospitel end medical care, and public services such as gas, electricity,
telephone, public transportation, etc. Increased pensions end public a.ssis‘ta.nce 5
and public education facilities. :

4) Orgenization of tenents and consumers for rent end price control and
for improved services. Mass campaigns against housing discrimination against
. Negroes, Puerto Ricans and other oppressed national minorities.
i 5) Helt end reverse the soak-the-poor tax burden shift of the past twenty
years. Raise income tax exemptions, repeal sales taxes, increase taxes on unearn-
ed income, rents, profits, etc. Assert the principle of taxation according to
ebility to pay.

6) Stop repossession proceedings against working people burdened dowm
with installment debt. For a moratorium on mortgage foreclosure proceedings
against snd home and auto buyers in the ranks of the working people. Limit end
reduce interest and debt charges for installment, auto and housing loans.

7) Orgenization of sgricultural workers and extension of full coverage
to these workers under federal social security and minimum wage lews.

8) Government guersntee of cost-of-production for working farmers. Prot-
ection of self-employed working people egainst monopoly price-snd-rent gouging.

9) Defense and support of the national liberation struggles of the peoples
oppressed by U.S. imperielism. Immediate ending of the cold-war armaments policy.
Expansion of trade with the Soviet Union and other socielist countries on the
basis of extension of credits by our country.

Such & progrem flows directly and consistently from the epplication of
the Marxist-Leninist theory of political economy to the present economic situa-
tion, such as we have undertaken to present in this series of articles.

Such a progrem is completely consistent with the general line of the POC
in the gtruggle for the reconstitution of a Marxist-Leninist Party in our country,
28 set forth in our documents and in VANGUARD, end as manifested in our deay-to-
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day work on issues.

That is why the,POC‘msﬁits the confidence of the messes in the struggle
for the people's economig, program of resistance to monppoly capltal.

However, it is well known thet the revisionist 16th Convention end the
present leadership of the old Communist Party are also FORMALLY cormitted to such
e progrem. (Note: Most recently this is repeated in the "Draft Political Resolu-
tion" for the 17th Convention scheduled by the old Party leadership for December,
1959 - M.P.) Yet, we said at our founding conference snd repeat today that the
revisionist line and leadership are unworthy of the trust of the working class.

Why? Why must the workers learn to discount the "anti-monopoly" claims
of the revisionist leasdership of the old Party, just as they have learned to dis-
count the occasional "progressive" or "radicel" pronouncements of other opportun-
iste?

For these reasons:

1) Because - unlike the consistent efforts of the POC to apply Marxist-
Teninist politicel economy to the American scene - the old Party line departs
from the fundamentals of Merxism-Leninism to produce e revisionist political eco-
nomy which is inconsistent with the basic requisites of a people’s anti-monopoly
progrem.

2) Because - unlike the POC which consistently follows the road of the
Marxist-Leninist 12-Party Declaration - the old Party leadership has teken the
path of opportunist accommodation to U.S. imperialism, the path of Party liquida~
tion. :

In putting these broad statements to the proof, we teke as our gtandard
two basic and essentisl facts sbout any real people's economic program todey (and
let the opportunists challenge them at thelr own risk}:

Firet: The indispensable ingredient of all aspects of the people's prog-
ram is the struggle to 1limit and reduce profits - and primerily monopoly profits.

Second: Being an enti-profit program, it cennot depend upon the support
of eny section of the capitalist class - and it will be directly opposed by all
sections of monopoly capiteal.

CONTRARY TO REVISIONISM

We shall now show that the line of the old Party is irreconcilable with
these basic requirements of a people's enti-monopoly program.

The policy set forth in Section II of the Main Political Resolution of
the 16th Convention included the view that "....all serious efforts to transform
the Democratic Party by ousting the Dixiecrats and undermining the influence of
Big Business, help create the preconditions for e new politicael alignment under
lsbor's leadership, whatever its form." (Convention Proceedings, p.270. Our
emphasis - M,P.) As the context of that quotation shows, the reference to "ywhat-
ever its form", meens to say that that form might be e "transformed" Democratic
Party, itself.

SAME LINE FOR 1960 ELECTIONS

In outlining the old Party's approach to the 1960 elections, Eugene Dennic
General Secretery, reaffirms that: "The main strategic and tacticael line we Coug
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munists should pursue...remains in nost respects, essentlally as projected by
‘the 16th Convention in Section II of the Main Politicel Resolution..." (Toward
the 1960 Elections, report adopted by the CFUSA National Committee, Decenber 3,
1558, and published es & pamphlet.) (The newly published "Draft Political Reso-
lutioh" for the 17th Convention restates the seme line.- M.P.)

Thus, for all their demagogic denuncistions of "revisionism", they are
still doing business at the old revisionist stand which they set up in coopera=
tion with John Gates. : : -

" ,.The Democratic Party", according to the Dennis Report, "remains
netionally, one of the major perties of capitalism." (p.ll, our emphasis, M.P.)
Nationally, it seems, the Democratic Party is "a party of cepitaliem", but, per-
heps in some states? counties? districts? wards? precincts?, it is a "party of
socialism"!! And, how revealing is the National Committee's description of the
Democratic Party as simply a "party of capitalism." Why do they not say "party
of monopoly capital"? \

The enswer is thet they are caught in a contradiction: They dare not
openly deny that the Democretic Party is a property of monopoly capital. Yet
since they pin their hopes on the Democratic Party ("trensformed" to' be sure!j
for the formation of their false idea of "an enti-monopoly coalition", they can
not admit that the Democratic Party is & party of monopoly cepital.

After conceding that, at the moment, prospects are not bright for "labor
and its sllies 'caepturing' the Democratic National Convention", Dennis goes cn
to declare that "a Democratic presidential ticket can emerge in 1960, resting

_ on and responsive to & broed mass mcvement." (p.ll) (Demnis' favorite Democrats
seem to be such as Dean Acheson, Adlaei Stevenson, Herbert Lehman and Senator
Hubert Humphrey, whose recent roles he evaluates positively on pege 9.)

"Such a ticket," he declares, would champion & forthright civil rights
" progrem...(end) meny of the positive economic end social demands of labor an
the fermers..." "This possibility exists", he goes on, "because of"(our emphe-
sis, M.P.) & number of factors, the first two of which ere a) "the irrepressible’
(something like the Civil War, perhaps?) - "the irrepressible conflict over cilve
il rights which is deepening the cleavage in the Democratic Party"; and, b) "cer-
tain contradictions end differences within the renks of big capital..." (p.12)

(If they try to make a show of calling back their words in the light of
the outrageous performance of the first session of the overwhemingly Democratic
86th Congress, we shall remind the workers of the contrary and correct enelysis
of the 1958 elections made by the POC and printed in VANGUARD, November, 1958.
The difference is not between foresight and hindsight, but between revisionism
and Marxist-Leninist science and principle.)

In short, the old Party leadership proposes & 1960 election tactic cen-
tered around a concept of an "anti-menopoly coslition led by lebor" but "rested
on" by the "liberal" sections of monopoly cepitel. Yet no section of monopoly
capitel ("liberal" or otherwise) will "rest" in the presence of & general attack
on profits; still such an attack upon profits, as we have seen, is the indis-
pensable element of a people's progrem, of resistance to monopoly's "austerity"
drive against the living stenderds of the masses.

Thus they too are faced with a dilemme: On the one hand, they cannot
have & policy of a general reduction of profits, otherwise the "libersl" mono-
polists won't "go along", won't "rest on" the "enti-monopoly" coalition. On the
other hend, they cennot become advocetes of "austerity". For, with such e poli-
cy, "lebor" = by which the old Party leadership means, first of all, Meany,
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Reuther, MacDonald, etc. » can't "lead", i.e., cen't "deliver" an adequate base
for the "libersl" wihg of U5 imperialiem to "rest on"!! -

In order to solve their problem, it became sbsolutely necessary for the
0ld Party to revise political economy, to develop a rationale in the field of
"economics" whereby the bourgeoisie could escape from their present dilemma,
thus, in theory, eliminating the "necessity" for monopoly cepital's reactionary
"gusterity" offensive, end making it unnecessary for the working people to de-
fend their living standerds by attacking profits. A theory had to be found
vhereby wages and profits cen increese et the same time. .

We know that wages and profits cean increase simultaneously only during
the recovery @nd boom phases of the cyele. Thus it becomes obvious why the re-
visionists require a political economy pegged to the idea of'"modifying the eco-~
nomic cycle", "deleying the crisis", "eliminating the depression"”, etc., etc.
Such & "theory" as we heve seen is unsound and & departure from Marxist politi-
cal economy. But the old Party leadership is not to be deterred by such details
for only thelr revisionist line in politicel economy, cen serve their revision-
1gt "strategy" of an "enti-monopoly" coelition presided over by the "liberal"
sections of monopoly capitall

LS R

REVISIONISM OPPOSES THE FEOPLE'S FRONT

Such opportunist policies in the fields of capital economy and elector-
al "strategy and tectics” are the very negation of & real anti-monopoly coali-
tion. The correct concept of such a coaelition has been set forth in meny Marx-
ist-Leninist documents on the United Front and the People's Front, from the time
of the Seventh World Congress of the Communist International in 1935, to the
1957 Twelve~Party Declaration.

"At present", says the Declaration, "the struggle of the working cless
and the masses of the people against the war danger end for their vital inter-
ests is spearheaded egainst the big monopoly group of capitalists.. .(whose poli-
cies) conflict incressingly not only with the interests of the working class,
but the other sections of capitalist society: the peasants, intellectuals, petty
and middle bourgeoisie.” Note well: Here we find no speculation upon "irre-
pressible" conflicts smong the meonopolists.

Yet, such speculation, on the contrary, is the very key of the 1960
"election policy" of the old CPUSA leadership! In that policy we see the poli-
tical-ideological conditioning for the flowering of revisionist ideas of a
"depressionless" capitalism.

REVISIONIST ECONOMICS AND THE NEGRO QUESTION

Similarly, we cen trace the intercomnections of the old Party leader-
ship's policies on the Negro question and their political economy.

L They are convinced, as we have seen, of the fundementel vitality of U.S.
capitalism, now "fortified" with the power of state-monopoly capitelist ways
end means. Therefore, the revisionists sbandon the idea of the revolutionary
charecter of the Negro cuestion. Insteed, they outline a perspective of liter-
ation through an "snti-Dixiecret" coalition "rested on" by the "liberal" mero-
poly capitalists. According to this thesis, the future great internal exps-
sion of U.S. capitalism will "lesd monopoly capital to tep the lsbor supply cf
the Black Belt" so completely that the whole basis of the Negro question will
be, let us say, "drained away." Such are the mervels we are told to expeci: firom
the powerful operation of the blind economic forces of the new "depressicu-lean”
cepitalism.
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And the "beauty" of it all, egain, is that the whole thing can be accom-
plished without the least interference with the total profits of monopoly capi-
t8l! Indeed, they would likely be increased in the process! It is clear why
~guch "economic theories" have so much to offer the builders of the "anti-mono-
poly" coalition t6 be "rested on" by the "liberal monopolists".

But for those who hold the Merxist-Leninist view of political economy
there is no such future in store of U.S. imperialism in the period of the gen=
eral crisis. Therefore, the Negro question remains not only a national ques-
tion, but also a revolutionary question, insoluble by imperielist capitalist
methods, for the very reason that every step in the liberation of the Negro
people contains, in one form or another, the attack upon the profits of the mono-
poly capitalists. And, for this reason, in turn, the builders of & real peo-
ple's front ageinst reaction, war end fascism, refuse to regard the Negro liber-
ation movement as a "resting spot" for any wing of monopoly cepital.

THE STRUGGLE FOR SOCTALISM AND FEACE

In mepping out their "peaceful, parlismentary and constitutional Ameri-
can Road to Socialism", the old Party leadership predicts that: "Titenic econ-
omic end political struggles will intervene before the majority of the people
take the path to socieliem." (Main Political Resolution, 16th National Conven-
tion Proceedings, p.304). e

It cennot be denied that economic end political struggles tend to become
"titanic" in times of economic crises and depressions.

But let us imagine, of we cen, a future situation like this:

An economic crisis has occurred aad
"titanic" economic and political struggles have
begun. Congress is in session. Some hothead,
casting caution to the winds, introduces H.R.5678,
a bill "to provide for the peaceful transition to
Socialism.”

Immediately, "Mr. Sem", as the Spesker of
the House is affectionately known, goes into action.
The wheelhorses of the 16th Convention, elected to
Congress on & coglition ticket, are called on the
carpet and are accused of having had a secret hand
in putting forward the Socialism Bill. They stoutly
deny it, of course. They admit they are "for Social-
ism"; but they proclaim their loyalty to the "liberal'-
monopolist "anti-monopoly" coalition. As proof of
their good faith, the adopt a motion of censure against
"adventurist" sponsor of the Socislism Bill, and reassert
their support of the coalition's "enti-depression"Bill,
H.R.123k.

Money is eppropriated in lerge amounts and
spent. The depression is nipped in the bud. Profits
rise again. Unity of the "ccalitlon" is preserved. The
"titanic economic end political struggles" subside, and
Socialism is seen to be not the only - nor even the lest -
way out of the depression!
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~ Fantestic? Yes: Byt only because the revisionist theory of political
economy ig fantastic!

Not only depression but the basic causes of imperialist wer will be re-
moved, sccording to this revisionist fantasy! For, if - as the revisionist .con=-
tend - the bourgeoisie can prevent depressions, they have at the same time egcaped
from the contradictions which are the basis of the imperialist drive toward war. *
("We ask," wrote Lenin, "is there under capitelism any means of removing the dis-
parity between development of productive forces and the accumulation of capital
on the one side, and the division of colonies end 'spheres of influence' for fin- L
ance capital, on the other side - other than by resorting to war?". (Imperislism,
The Highest Stage of Capitalism, Ch.VII) If the bourgeoisie has achieved the abi~-
1ity to control the productive forces - the seme vhich under cepitalism have al-
ways mede depressions en inevitable part of en economic cycle - then, they are not
inherently bound to & policy of "resort to war". (The fect thet todey the peace
forceg of the world, and first of all the Soviet Union, China end the other Soci-
alist countries, are strong enough to bridle the warmekers, is quite a different
thing from suggesting that the basic economic internal contradictions of the im-
perialist war-maeking neture have been surmounted..)

But, if U.S. imperialism has learned how to end the depressions and the
"necessity" for resorting to war for profit - then it has learned how not to be
imperialism; then it has found nothing less than & means of blunting the cless
struggle, and the meens, therefore, of preventing the socialist revolution.

Tt is easy to see how such fentastic revisionist thinking on political
economy is designed to resssure the liberal bourgeolsie. It is equally clear how
the revisionist theories sbout stete-monopoly capitalism serve to disguise the
denger of the resort to fascist state monopoly cepitalist rule, by the finenciel
oligarchy faced with mounting and inescapsble depression prospects in the period
of the genersl crisis of capitalism. Finally, it is obvious how such ideas serve
to blind the workers to the realization of their historic class mission as the
"grave-diggers of cepitalism".

We have thus tried to show the interdependence of the "political econo=-
my" and the "strategy end tactics" as edvanced by the revisionist-conciliationist
leedership of the old CPUSA, and to trace the roots of these politics to their
origin in the class interests of the bourgeoisie.

These facts show why, in spite of their so-called "enti-depression"
progrems, the old CPUSA cannot act as & venguard of the proleteriet nor "tribune
of the people" in the struggle against monopoly capitel's "austerity” attacks
upon the living standards of the people.

8 Eaa
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nkeie ol 10 MURGG N IRy Y

Ve completed the introduction to our gubject by bringing into focus three
Eey theoretical questions: ; i

1) The current economic situstion ihiour country in reletion to the
Marxist theory of the cepitelist economic cycle.

2) The effect of government spending in reletion to the economic cycle.

3) The inter-relationship of the economic situation in our country end
the present, second-stage, development of the general crisis of world
cepitalism. % :

For the purpose of this serles of articles we have completed discussion
on the first two of these points, and can summerize our main conclusions on them
as follows:

1) The cyclical economic crisis which begen in the United States in the
latter half of 1957 haerOT ended in a cyclicel recovery.

2) The meterial conditions for recovery have not matured; the over-expen-
sion of productive forces and commodity stocks still bars the way to
cyclical recovery. Therefore, a period of stagnation, of far-below-
capacity production, is in prospect before a cyclical recovery occurs.

3) When recovery occurs, as it will sooner or later, it is much more like=-
ly to resemble the weak and unsteble "recovery of a special kind" of
the mid-1930's, than the upward phases of the post World War II econ-
Omy' .

e e

4) The efforts of state-monopoly capitalism to "reverse the cycle" through
increased government spending have not achieved economic stebility. On
the contrary, they have threatened to "strip the geers" of the govern-
ment's financial machinery, have brought it to the verge of finencial
crisis.

5) The fallures of these attempts reveals & crisis of Keynesien theory
and policy; the dilemma of the necessity to increase government spend-
ing and the necessity to reduce government borrowing. :

6) The crisis of Keynesian policy is bound to leed to the most severe
sherpening of the cless struggle, as the ruling class seeks its one
way out: the reduction of the living stendards of the pecple, i.e.,
"austerity".

7) The leadership of the old Communist Party of the United States has de-
veloped a revisionist political economy (closely allied to Keynesism).
This theoreticel line would disarm the workers ideologically in the
face of the "austerity" attack orgenized by monopoly cepital.

8) The policies of political economy put forward by the old Party leader-
ship is of a piece with the whole revigionist-conciliiationist line of
the 16th Nationel Convention. It is designed to help provide a plat-
form for en alliance with the "liberal" sections of monopoly capital,
even though the ruinous effects of such a policy for the workers 1s
becoming more obvious every day.
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We heve not completed our preperation on the third question, that of the
general crisis. Within the near future, we hope to be able to present our views

on it. HEven so, however, wta can alreedy indicete certain main general conclusions
on that point:

9) The contrast between the health end growth of the economy of the soci-
alist world, on the one hand, and imperialist parasitism end decay, on
the other, will not merely continue to develop as in the past. The
qualitative content of this competition will change. Ied by the
achievements of the Soviet economy, the socialist world system will
prove not only its relative superiority over world capitelism, but its

gbsolute superiority, pound for pound, berrel for barrel, yard for
yard.

10) The competition of the socialist world end the rise of the national
liberation struggles will multiply the difficulties end restrict the
geins for capltal exports by imperilalist powers to the colonial world.

11) The workingclass of the United States, and other imperialist countries,
Britain, Frence, West Germeny, Italy, Japen, Belgium and the Nether-
lands, will be forced into very sharp clashes with "their own" imper=
ialist rulers in defense of peece end the pecples' living stendards.
Tn the course of such struggles the policies of opportunism (including
its revisionist verieties) will become more and more exposed as & be=
trayal of the working class. As the crisis of opportunism grows, the
monopolists will strive increasingly to rely upon fascist measures
sgeinst the people. The workingelass will in turn come forward in-
creasingly as the champion of the peoples' democratic liberties.

-"CHANGE THE WORLD" =

Said Morx: "The philosophers have interpreted the world in verlous weys;

the point, however, is to change it." And, egain: "Theory becomes 2 material
force as soon as it has gripped the masses.” :

Since we are Marxists, our interest in the study of the ecohomic situetion
is to develop cur understanding of our country on the basis of Marxism-Leninism.
But this understanding is only the begimning. To "change the world", we must take
the steps necessary to win the masses to the conclusions we heve drawm, by put-
ting these conclusions to the test of practice in day-to-day struggles of the
pecple.

We have cited some eleven conclusions of our study of the economic situe-
tion; but there is yet one more, the one upon which depends the effect of all
the other conclusions.

Tn Part Eight of this series we outlined essential elements of e people's
economic progrem for struggle against the "austerity" offensive now being direct=
ed by monopoly capital against the living gtandards of the messes. This is the
line of battle. A peoplefs victory depends upon the correct application of the
tactics of the united front of the working class.

The line of the leadership of the old CPUSA is, as we saw in our previous
discussion, incapsble of crganizing this pecnle's enti-monopoly strusgle becsuse
of thet leadership's opportunist policies (tne same policies which have led it
to refuse to endorse the 12-Party Declaration, the program of the internationmzl
Communist movement.)
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THE CONCLUSION OF CONCLUSIONS

Yet, without & Merxist-Leninist vanguerd Communist Party in the United
Stetes, the American working people will be decisively hendicepped in the day-to-
dey struggles sgeinst "eusterity", reaction and the danger of fascéism. Without
such & perty, the U.S. working cless cannot discherge its responsibilities of
international proletearien solidarity. Without such a party the working class
cannot fulfill its historic revolutionery mission es the buillder of socielist
society, the only real way to "prevent economic crises".

Therefore, the one main, central end peremount conclusion, set like a
capstone to all our nine articles of polemic and conclusions is this:

Build the P.0.C., in order to bring into being in the shortest possible
time a reel Marxist-Leninist Communist Party in our country! To the Masses!
Vindicaete the venguerd role of Marxist-Leninists in every struggle to defend
lakbor and the people sgainst the crisis-sharpened sttacks by capital.





