Mr. J. M. Keynes, the most celebrated of them, writes, “The workers
must not make a greater immediate demand on the national re-
sources than hitherto; the community may have to ask of them a
reduction. But this is no reason why they should not be rewarded
by a claim on future resources ... The remedy is to distinguish two
kinds of money-rewards for present effort—money which can be
used, if desired, and money the use of which must be deferred until
the emergency is over and we again enjoy a surplus of productive
resources.” [14] This scheme fits perfectly, as an American com-
plained, “in the growing passion for coersion and regimentation”,
but it must amuse even the schemers, as they know quite well that
Mr. Keynes’ high-sounding language will not substitute for the whip
which will back up the command to work more and eat less. For
“at no point in a realistic discussion of how in particular those
British citizens who suffer war losses to person and property are
to be compensated can it be assumed that anyone but the British
public will foot the bill. This obviously means that the attempt
will be made to keep the bill small. [15] The bill can be kept small
only at the expense of the workers. And if it was only just to ask
why a worker should be paid more than a soldier, it is not unjust to
ask further why he should live longer than a soldier?

The more the struggle for democracy spreads and the longer
it lasts, the more rapidly will the world be fascizized. Beginning
with the complete subordination of labor, the process ends with
a newly-entrenched ruling class controlling all of society. Neither
capital nor labor will escape; nor will there be left a democratic
island to which the intellectuals may escape to preserve the “culture”
of yesterday that is, their status as intellectuals in a moribound
world. “If this war leads Europe to adopt the totalitarian economic
system”, concluded a round table conference of American ex-
perts, [16] “in which government directs production and foreign
trade, the United States might move in the same direction, for
reason of self-defense.”

Though war accelerates the spread of fascism, it does not cause
it. How fast fascism will march cannot be correctly predicted. How-
ever, a defeat of the “democratic countries” would lead to the im-
mediate completion of the fascist revolution now in progress. Coun-
tries in which private property in the old sense has still sufficient
weight, will for that reason—in self-defense—be on the side of

[14] London Times: 11 14; 11-15; 11-28-1939.
[15] The Economist, London; 12-2-1939, p. 320.
[16] Fortune January 1940, p. 71. %
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France and England. An alliance of a country like the United S

with Germany would presuppose a fascist revolution in :\ ta'tes
Only when the private property elements would be suff'm'enca.
driven back, would the question of choice in war-partners a {Clently
present, the United States, is interested only in either anse. Y
defeat of Germany necessitating its early entrance jn the war o
side of the Allies, or in a compromise solution, in a truce ?ltl:he
than peace, to win time for a re-alignment of forces less f: 5]
able to Germany than the present one. In short capitalism wVOI‘-
both .war and no war, This Hamlet attitude corresponds to theants
position of private capital to the fascist tendencies in the “de i
cratic” countries. It constitutes their weakness and augurs tlim')‘
possible defeat unless they, too, become as one-sidedly totalita oy
as the fascist countries. But if they do—and eventually the ml;a:l
war or no war—there, then, should be apparent to any work);r nos :
under the spell of ideologies, the senselessness of all national u 4
tions and all struggles for national purposes. o

The more difficult the situation becomes for the Allies, the
more pressing becomes the need for America to help them, the ;nor
fascistic these countries will become, and the more they ’will dri :
Germany towards the final elimination of the last remnants of tZe
old c.apltalism. If the fascization does not continue in the dem(3
ocratic countries, there is no chance for their military success: and
Ylolent fascist revolutions will attempt to save what can be s,avzd
in the diverse fatherlands, All roads lead to the totalitarian state.

It is no less than backward thinking to assume tha

:)l::s:;i'w(;)u;('i improve the position of the Allies, on the tc:artlrcl;c:h::
rmanledi l1plomacy of Pound and Dollar could then defeat the
i l(mp oma.cy of troops and cannons, Money was everything
i andg 25 1t was respected as t.he ideal and universal form of
o ha[:e\;er. d’l,"he old Blanqul.slogan, that “those who have
. read, bears more weight today. What of it, if Ger-
Secure iron ore from Sweden or the ojl from Rumania

€ sec i
ond means fascism. Dollar diplomacy is not enough; the

Tuce w; B
& thalt“ ble1 usc'ed rather to militarize the “democracies” to the ex-
& Will reimbue the fascists with the proper respect for cash

(] can »
defeat Germany only”, states the Economist, “by accumula-
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ting an unquestioned preponderance of all the materials of war. The
only way in which we can be sure of winning the war is by looking
ahead to a time when we shall be able to take the offensive side
with at least an equality of manpower and a crashing superiority of
material—in short, do to the Germans something of what they did
to the Poles in the month of September”. [17] If this was true
when printed it is even truer today. It implies that the anti-German
forces will be increasingly forced to adopt that system which they
are out to fight.

It is the wishful thinking of the anti-fascists that the blocade
and brewing financial troubles will surély bring about the defeat
of Germany without much effort on the part of the Allies, but in
this hope the movers and shakers of yesterday will be utterly dis-
appointed. Those “Marxists” a la Sternberg who by counting the
economic weaknesses of their old fatherland on their ten fingers
will have to do much re-counting. Their “economic approach” is al-
ready today a sort of propaganda in the Goebbels manner. By
fostering the war they help to bring about a world-wide fascism;
and even if their hopes come true, they will have merely aided in
bringing about a change of fascist commissars in Germany, but no
more. Such “Marxists” who propose others to fight against Hitler
assuring them of success in advance, have become themselves fascist
in spite of Hitler’s unwillingness to grant them that privilege,

THE FASCIST WORLD REVOLUTION

If Germany wins, warn the antifascists, it will rule the world.
No more possible in reality is the other hobgoblin that haunts many
an antifascist, which is that out of this war, there might arise a
world-embracing system of fascism under one centralized ruling
body. The present half-hearted economic union of France and
England and its possibility of continuation after the war, the hypo-
critical talk of pacifists, antifascists, labor leaders, and other well-
meaning people about using this war to establish some sort of
European Federation which would comre to an umderstanding with
the rest of the world, returning with it to economic freedom, gives
rise anew to the dream of internationally regulated exploitation.

During the period of social reform it was argued by the socialist
worshippers of capital that the so-called tendency in each mnation
towards the General Cartel—the one big trust—would be only the
stepping stone to an internatienal cartel, that therein was to be seen

[17] The Economic Front. December 9, 1939; p. 363,
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- Wy class whose interests do

the cons,'ci?us and peaceful transformation of international societ
into socx.ahsm. The League of Nations was later envisioned as th{
first major step in this process, but the world crisis the collapse
of innumerable schemes and real attempts for internati,onal coopera-
tion, changed the dream into the nightmare of a world-e %
fascism after the Russian model, so that the only ones r
joyful in these fantasies were the Bolsheviks,

mbracing
emaining

The.ruling classes of the nation-states have historically de-
veloped in a2 way which excludes the possibility of sharing in the
world expl.oitation by agreements. The organization of world
economy with its highly developed division of labor, bound as it is
to a multitude of interests not directly concerned with its needs and
consequences, continually evolves frictions between the pressing
real n.eefis of. world production and distribution, and the class needs
and limited interests of the atomized bourgeoisie, This contradic-
tion exposes the capitalist mode of production as a hindrance to
the further unfolding of the productive forces of mankind.

. Theoretically and abstractly it is conceivable that wars could
be avoided if all ruling classes in all countries, or in a decisive
fmmber of important countries, would unite themselves into one rul-
| :g;lbo&{ h:o organize wqr]d exploitation on a truly world economic
basis. t would be still left then would be the class war between
@e world.rexploiters and the world exploited. However, though the
ﬁmnan.mmd could construct such a situation, history is more and
m;fhmg else than the human mind. First of all, the actualization
=% tis concept would mean the disregarding of all previous histo
Which has created a set of conditions in which decisi i
T il 1 ic ecisive changes can
= e yh Yy ot struggle. Furthermore, in the Very process
- e g the rfxle over the workers in each and all countries
e ns are fhlfted, fortunes destroyed, capitalists eliminated.
ki centralized w:orld rule which would realize an exploita-
il W:::.onomyl ending the necessity of war, not one but un.
e :t would have to be fought to destroy a multitude of
-l il is ]?Eposed to this centralization process. But each
Mkin : s likely to create conditions allowing or forcing the
< g class, to destroy the now reactionary class rule. Being the
: not oppose a real and concious world
. ,‘ iv;;g:n, a truly world economy which would release the pro-
i cés now latent can be successfully realized only by this
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The present war demonstrates as does all previous capitalist
history, the impossibility for capitalism nationally and internation-
ally considered, either to satisfy the real needs of world production
or of mastering it in its own capitalistic way to safeguard itself.
Even nationally where through political methods capital concen-
tration has reached unity with the state, it has been proven impossible
to eliminate the struggles within the ruling class. And it is unthink-
able that these could ever be eliminated (their form only can change)
without the eradication of classes altogether. The very existence
of class relations continously engenders frictions and struggles
within the ruling class. So long as the economy is not able to satisfy
the relative wants of the great masses of people—and the existence
of class relations is indicated by just this situation—it cannot safisfy
the wants of the ruling class, which in itself is divided into many
categories of economic and political importance. The control of the
controllers remains a necessity, and distinctions are made in all
layers of such society. Each shift in the productivity of labor, and
each reversal the economy suffers, dislocates entire sections and
changes their positions within the ruling class. The struggle of the
exploited to enter the exploiting class leads to a continous struggle
within the latter, as the struggle in the exploiting class finds its
arguments in the misery or the aspirations of the exploited.

That it is impossible for the sectional struggles within a national
ruling class to be eliminated, is proven quite dramatically by the
various purges in Russia and Germany, and since this intra-class
peace cannot be attained in countries where political and economic
control are practically unified, its possibility is all the more fantastic
in the case of an international ruling caste. All this is independent
from the more important consideration of whether a greater pro-
ductivity and better general welfare would be possible at all on the
basis of such centralized control, which nevertheless continues the
old class relations between capital and labor, Neither Russia nor
Germany has as yet proven that this greater “prosperity” is feasible,
and the proof will be forthcoming only when this real world of op-
posed capitalist units is superseded by the prophet’s paradise of a
war-free world cartel.

But the war-free world cartel, in which by international agree-
ment the different shares of the world-created profits are allotted to
the different political-economic combines according to the needs of
international fascism, will not become a reality. Not even the unifica-
tion of Europe will result from the present war, for this would
presuppose the complete defeat of one or the other set of the belli-

|

gerents. Hov.ve.ver, the fight is not over European but o

issues. A unified fascist Europe would mean, fux'thermorev e:hworld
tinuation o.f war; no longer between blocs of powers but’ b i
whole continents. And it would make no difference here e}:ween
the fascist United States of Europe would be determined b (V;V o
Russian or by English-French imperialism. The Americanyimerm'an.
ists, for instance, are well aware of the fact that whatever ma Il))en;l-
outcome_Of the. war, it would lead only to another war w‘;}’the t‘1e
greater issues involved. Arguing for the increase in the N Stl’]
budget, Secretary Charles Edison recently stated: “What ahvys
asked for is not sufficient to defend our home waters thev;; e
doctrine, our qossessions and our trade routes agains:t a coa(I:"rtl?oe
of Japan, .Russm, Germany and Italy. We must face the oss'bl'll'on
of an Al.lled defeat and then measure the strength of tll:e e
.which might combine for action against the Americas. If ouxl-) ol:fvers
is weaker. than the combined strenght of potential ;nemies t;vy
our Navy is too small. It is too small [18].” But American im;eri::

ism would have to arm . ) ;
iy equally as well against an English dominated

blocsCe:);;xt:;ﬁr:ust expand. or disintegra-te. In either case nations,
il fns, ,:)r con.tments must.v'wth necessity encroach upon
e ct)' ot er’natxc.ms and coalitions. Within this VEry process
b aaal.onts s}e‘lz.e either the opportunity or face the necessity
T disag ems tT lelu' oppressors. National states will arise as
R butpt[:) ar, e world scene does not shift towards greater
kel 0evder n.lore chaos. Disorder is the basis of capitalism;
arag rder itself l:ads to greater disruption. By fighting
e 1:11. ependence” the b'ackward countries not only add
e t1hso.rder l.mt also 1_)r1ng to light the impossibility for
e : er desires. Their §truggle for independent national
g inptheo t::stroy other nations. This is analagous to what
i Thaf.empt to saf?guard competition in a world of
B inexm..ablee xerc;]:r one fights for competitive strength the
i tgrow the forces of monopolization. The days of the
e natione]' €conomy are numbered; so are the days of cap-
e all ltsm. And yet, .the victory of monopolization can
it soc‘;: e, and. the n.atlor.lal question can never disappear
- g Eo eci)corxomlc set.tmg 1s created for a conscious regula-
) g nolr"r?yil This task can be undertaken only by the
ikl whic | must yet recognize that its life interests
ationally identical. Though these interests of the workers

[18] Quoted in “Time,” 1-22-1940, p. 18,
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are already objectively unified, the life interests of the ruling class
will always remain nationally sundered no matter how close the
nations should ever resemble each other.

To support today the struggles for national liberation means to
support the growth of fascism and the prolongation of war. Because
only by becoming more centralistic, more capitalistic, more aggres-
sive than the older countries, such nations would be able to “free”
themselves from one set of imperialists only to fall victims to an-
other. But never can they free themselves from the capitalist misery
ruling the world. Since all advantages are still on the side of the
imperialist nations the fight for national liberation concerns no
more than the choice between imperialist rivals benefiting not the
mass of the oppressed people but only their rulers. To envision, for
instance, that the independence of India, brought about because of
the war or with the direct aid of German imperialism would create
democratic conditions and further the capitalization of that country
requires the loss of all sense for reality.

Though there is no longer a chance for the oppressed nations
to free themselves, there too, is no longer any chance for the op-
pressors to maintain their rule, just as there is also little hope for
the so-called have-not nations to overcome their present difficulties
by seizing for themselves the possessions of the have-nations. After
all, the favorable position of the have-nations did not spare them
from economic depression and decline. They may fall later, but
when their reserves are exhausted they fall nevertheless.

It is a rather pitiful show which is provided by English and
French capital in their hedging on the Russian question. They can-
not make up their minds whether or not to include Russia among
their enemies. Not only Germany, or Germany and Russia, but the
whole world is England’s enemy, just as not only England but the
whole world—despite the German overtures to France—is Germany’s
enemy. As a matter of fact, “Russia, not Germany, is Great Britain’s
historical antagonist in Asia; and Russia, not Germany holds the
strategic threat to Britain’s imperial life-line from Cairo to Calcutta.
Germans see, beyond the wheat fields of the Ukraine and the oil
wells of the Caucasus, the land route to India. Having already
obtained Russia’s pledge of economic help, they see the prospect of
also obtaining Russian pressure on the vast reaches of Britain’s
empire [19].” If because of this, the British attempt to break the
Russian-German alliance, they will find no reward. The “balance

[19] Barron’s Financial Weekly, 2-12-1940, p. 3.
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of power” strategy has reached its end. What i

worked somehow in the last hundred years cer::?jl;e(;:o:seiotto i
any longer. England’s policy of preventing the establishme:tmﬂ;
a power or coalition able to challenge her supremacy did not 0
the Empire, but it was rather the relative prosperity all oy Sa}\;e
world which allowed credence to the value of this policy T;r i
apparently leading to the German defeat in the last war 'its Eugh
ance permit.ted a German comeback so that it could once,morf C;'-IS[;.
lenge English supremacy [20]. As the well-being of internatioal-
QRRitiem allowed success to the policy of the “balance of pow na”
the general crisis of capitalism excludes its working. Not pthisez
that policy, but the deep economic pressure which moves the wo 1:1.
today determines its future as well. 3

‘What if England does succeed to break the new alliance of
fascist cour'ltx.'ies by bestowing upon Russia what it refuses to Ger-
many, or giving to Italy what it denies Japan, or to Japan what it
d.emes Rtfssxa, or to Germany what it denies Russia? Then new al-
liances will spring up as a result, new interests will arise, the war
though shifted will remain because the hunger is general., What if
!)y such moves one or the other country, whether Russia or German
is tot’?lly defeated and dismembered by the victors? “The days al?;,
over,” mourns the Economist [21], “when the defeated enemy was
expected to meet the expenses of the victor, and also to indemnif
him for the inconveniences and suffering involved in fighting th}e’
;:Z:,t .O.f. tthhe unde-rstandi.ng‘ that the loser pays has gone the way of
" the j_portmg prl’:l(:lples Yvh‘ich were a minor feature of the
il aflel istant past.” What if in ‘the course of the war German
i (E\ngr the wor!d are elxm.mated? This war is not only
ke e.t " ],. bl:lt entirely meaningless from the viewpoint of
belligerentpl; 1stic interests. Not only is there a chance that non-
.. baCkwir(\ivecx(')sur:?iy take adv?ntage of th.e war situation, but
il T a:;s S(zver w;nch the war is really fo'ught.may
e il . ‘c‘ure or”themselves the (?xclu51ve rights

Ploitation of their “people.” In South America for instance,

\.

20 “ :
[20] See “The World War in the Making,” Living Marxism No. 5, pp. 132-

mee agreeme . £
Eg;] 12_23%33,11:; tlslgox')osmble consequences of attempts at ending the per-

Spreaq recT he Economist of Dec. 9, 1939, p. 365, states: “There is now wide-

Mpetiti g g
to us, Vt’??nﬁgf’f’b:t Germany in these markets that are still open to her and
any also lo Dre};lJared to sell cheaply there, if by so doing we can make
Ces £or goods we do ooy L1.CCS; We must be prepared to pay extravagant
B0t an alte e do not want if qumany does want them... Export industries
rnative to munitions industries; they are munitions industries.”
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oil for Mexico and steel for Brazil are made the pretexts for the
development of half privately, half state controlled economic systems
the like of which rule today in Europe. Private capital will no
longer be able to control those countries and no longer be willing
to take the necessary risks. To continue the exploitation of countries
like those in South America a fascist North America must arise.

The economic war disrupts further the already badly disorganized
world-trade and threatens the foreign business of all “neutral”
nations including the Americans. The English, for instance, have
brought pressure upon Argentina to buy British products to the
exclusion of goods from the United States. The Germans have in-
creased their exports to all acquirable markets. They have a price
policy dedicated to economic warfare and are producing on a scale
that will not only keep an army in the field, but on the largest scale
to which their industrial machine can be driven. The non-belligerents
are not profiting from the war ; they report increasing unemployment
and growing economic stagnation. As history cannot be turned back-
interests which must in turn be defeated since they will not volun-
tarily retreat.

One must laugh upon reading Mr. Welles’ proposal to the French
government that a war goal must be the removal of the newly
established trade barriers. The Welles statement [23] listed three
points: “1.) Healthy commercial relations must be the basis of politi-
cal and economic peace. 2.) The prosperity of international com-
merce precludes exclusive discriminatory agreements between two
countries. 3.) If world trade is to be reconstructed after the war,
it must be without resentment or fear of any nations toward others.”
And it is only in keeping with the nature of these proposals when
President Roosevelt added to them the need for “doing away with
huge armies, and the need to permit free international exchange of
ideas and to allow the worship of God.”

The return to a free market as a war goal goes well with the
hypocritical proclamation that no more than the defeat of Hitler and
the re-establishment of borders violated by Germany are involved in
this war. Neither one nor the other can be realized even if the states-
men for once in the history of statesmanship should mean what they
say. The increasing fascization through war eliminates all respect
for national borders, as fascist foreign policy means precisely the
doing away of borders preventing the needed expansion. To main-
tain the security and the profitability of the present blocs of power
new trade barriers have to be erected in conformance with their

[23] New York Times, 3-10-1940.
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different needs. Planning will bring counter

’ - ! -planning, features
today’s economic warfare will become permanent if the fascist pla::

succeed.

Th.er'e.are numerous additional arguments proving the practical
impossibility for the realization of a fascist world cartel The 3
sent war will not effect a capitalist international reo;ganizagf)e.
allowing for a new period of capitalist advancement. This war A
the permanent depression since 1929, is but another side of the de 1, o
process of the capitalist form of society. i

Ending the War

The fascist “world-revolution” must then be understood as the
reorganiz‘ation of all countries on the basis of a fascist econom
a-ccom?amed by violent attempts to re-shuffle economic power s:}i”
tions in the interests of the dominant fascist countries and :).l;ei;
satel.lites. The present war will not lead to another period of peace
but is a permanent war, as the depression of 1929 has become per:
manent. There will be no vanquished and no victors; defeat and
Ynctory.would imply that the ending of the war exist’s already in
its beginning. Whatever countries will stjll be involved in the
war, anq what re-alignments will take place, interesting as this
speculation may be, are of no concern to us, nor to the workin
class at large. Neither victory nor defeat are any longer of imporf-
ance to the ruling.classes, though no choice exists but to work towards
:;:tc(;r?'. They will never o'btain the peace they desire; all they may
ancés cz:rt;émp(c;rary truce lm;.)lymg the defeat either for England—
kg 3 or erman)r. In either case the position of the countries

Cel into the .truce will become untenable and their collapse would
oth:: :r:, :uestnon of time. They could not help but to initiate an-
The rer itementlfiace and to prepare for the resumption of the war.
o fulmyvou not be l(?ng for thl?out the war internal conditions
| i matef into social conv.ulsmns, leaving the uncertainties
il e preferable to tl}e ruling classes, And yet, though war

O be the only solution out of the capitalist dilemma, the

sys i
s‘})'h::'m will not be able to carry war to the extent necessary for the
1on of its contradictions.

:V:nr‘;mssit relcall at this .point that capitalist accumulation comes
e continomp y beca}use it cannot ?roduce the profits necessary
fits . tus expans:on.. When cz}pltal becomes too gigantic, pro-
e 00 dwarfed in comparison for capital to be increased
POSSiblpr vious ratF of growth, a rate necessary, though no longer

e, for the existence of prosperity. In other words: the profits

to a
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created, however large they may be, are too small to be employed
with any significance in relation to the increased requirements of an
increased mass of capital; the largest unemployed army indicates no
more than a real lack of labor power relative to the profit-needs
determined by a progressive expansion. In a similar way, the war
which may be necessary for that re-organization of capitalism neces-
sary for its further existence, may require energies which can no
longer be created by capitalism. The war machinery needed by each
of the belligerent countries to crush the other may be beyond their
reach. Just as capital lies idle, appearing as a surplus though in
reality representing a shortage of capital because it is not sufficient
for a profitable expansion, armies and war machinery lie immobile
because — enormous as they may appear — are still insufficient to
make probable the success of an offensive. Idle capital indicates
the permanent depression—the idle soldiers on the Rhine illustrate
the permanency of war. Ridiculous as it would be, from a capitalist
point of view, to activize a capital that would be sterile of profit,
it would be just as ridiculous to set in motion armies incapable of
shifting the balance. However, capital weighs heavier than human
lives, and capitalists will sooner risk their soldiers than invest their
capital unprofitably. But even if the offensive will eventually occur,
through the despair caused by the increasing economic and social
pressure, still they must of necessity take place within the structure
of a limited war unable to fulfill its birthright: the total defeat of
the enemy.

The cost of equipping and maintaining a division in the field
has been almost doubled since the last war. The cost of aeronauti-
cal equipment per man in the English air force alone is about 2,000
Pounds per annum. The technological advance of the war-machinery
has increased the cost of military operations enormously, and it can
be said that for each soldier at least 10 workers are needed to assure
his efficiency under modern war-conditions.

The enormous armies kept in constant readiness, the production
for purely destructive purposes increasing continuously, the need
for carrying on the economic warfare, and the necessity to provide
sustenance for the workers laboring at high speed, all eat into the
surplus value as never before and lead to an increasing pauperization
of all countries, and still this process cannot be intercepted by a
sudden gigantic effort on the part of one of the belligerent powers.
For such an effort all the available energies are not enough. Thus
arises a situation which necessitates the permanence of a war grow-

\ @

ing out of the permanent depression—a crisis which cannot be ended
unless ended by the soldiers themselves, the soldiers both onrl t}el
fronts and in the factories, for in the course of war any distincti v
between these divisions of the laboring class will disappear [lezln

THE END OF BOURGEOIS ECONOMICS

The beginning of theoretical economy as an independent scienc
is generally traced to the time of Adam Smith, Though this “be inf
ning” may be more correctly considered a turning point in econognic
thought, nevertheless there began with “The Wealth of Nations” an
entirely new period for economic theory, the period of the “Classical”
theory, which reached its highest development with David Ricardo
After that it seemed that all that could be said about political econ:
omy had been said. The followers of the Classicists came to be
known as the Orthodox School; their aspirations encompassed onl
the interpretation and elaboration of the Classical viewpoint, 4

. The Classical theories and the Orthodox School both developed
in England. There they had their greatest influence. For England
w?s then the most industrially advanced country. True, other coun-
tr{es following England’s form of industrialization were strongly in-
clined to import those economic theories, since they were a concomi.
tat_lt f)f the industrial development. However, because the results of
this 1.ndustrialization process did not for a long time correspond to
the hlgl.l expectations of its advocates, scepticism arose to challenge
the desirability of following in the footsteps of English capitalism
and of accepting its economic theories,

a Because it was the first of the new capitalistic powers England
2 d'ma(;ly advantages, and t-hese resulted in a corresponding number
ke lllsa vantages for countries less advanced. Free trade, a principle
E t? Classical School and its followers, expressed in reality a pre-
Cogztlr‘i'e of Englax.ld and hampered the industrialization process in
differee: not so highly developed. The general theory did not fit
B obi B ir C_“mStf‘ﬂceS; to object to English monopoly meant also
Ject to its laissez-faire philosophy.

\_

[24] This articl inuing i i
conseqy e, continuing in the next issue, will deal with the further
h;:q ences of the permanent war, with the meaning of an eventual temporary

ney of war through turning the whole world into a battle field, and,

‘lﬁoghw*th the possibilities for a change of society to be made by the inter-

Wworking class. Included in the continuation of this article will be

2 critj : i
Livi cl.ll d.scus.slon of the arguments presented by Alpha in this issue of

arzi
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The opinion of the Classical theorists and of the Orthodox School
was that it was best not to interfere with the “automatic” regulation
of economic affairs, which was affected by a market law as inexorable
as a “natural law.” According to this opinion, the law of supply and
demand brought order into social production and distribution: An
invisible hand was guiding the social relations of men in a just and
effective manner. By competition, each tried to get the most for
himself, and, because this competition was a general one, no one could
acquire privileges nor be taken at a disadvantage. Each would receive
what corresponded to the value of his product—a price tat expressed
the labor time incorporated in the commodity that he offered. If no
one interfered with the automatic market laws, there would be active
and continuous tendencies toward an equilibrium between supply
and demand, and therefore the best possible harmony and welfare.

It is easily understandable that whoever prospered under the
conditions of laissez-faire [which was more of an ideology than an
actuality], was bound to believe that the theory of the Classicists
satisfactorily explained the economic laws, and that whoever did not
fare so well under those conditions would be inclined to rebel against
this philosophy, as well as against the practices associated with it.
These two conflicting attitudes, however, only proved the validity of
competition. Each group was fighting for specific interests, but
with unequal possibilities. Free trade, recognized as an advantage
to the more developed countries, could be opposed by the less de-
veloped countries only with additional political means, such as state-
fostered industries and tariff regulations. But this activity could
lead to nothing but a return to international free trade and a more
equal participation therein. From the beginning, the turn against
free trade was destined to be of only a temporary character calcu-
lated to win competitive strength and to counteract national economic
disadvantages.

At first, the Classical theories met intensive criticism. A new
school of economic thought developed in backward countries which
were trying to industrialize themselves. In America its foremost
exponent was Henry Carey. Although some of the ideas of his
“National Economy” can be traced back to the teachings of the Mer-
cantilists and the French Physiocrats, their influence and temporary
popularity were based, not on the past, but on the immediate national
needs of overcoming hindrances in the capitalization process. Carey
and his followers pointed out that the theories developed by Smith,
Malthus, and Ricardo had only limited validity, since they could serve
only the historically determined interests of the English capitalists.
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!atter Smaller,

in
\ g number of laborers must lead to a scarcity of profits in relation

Each nati.ox?, they concluded, was bound to reason along lines of it

own spe?lflc interests. The purely economic could not be the scils
explanation of economy: extra-economic factors, historical ethi le
psychological, national, institutional, also played their part ’and }fad’
to be taken into consideration. The movement of prices, for’instanca

did not need to be explained by general competition, as the were’
not so absolutely and abstractly determined by “supply and dei’nand S
Instead, a series of ethical, conscious, and institutional factors w;;s
able to determine and transform historically established price con-
stellations. However, with the growth of American industry and ijts
larger participa.tion in world trade, the historical school of National
Economy lost its popularity and gave way again to the Orthodox
School as the most scientific explanation and approach.

{5

The Orthodox School believed that the principles of economic
science had been established, and that all further activity must restrict
itself to the search for additional arguments to support the established
generalizations. As a matter of fact, it was difficult to conceive of
a further important development of economic science, since the belief
that the law of the market alone solved all problems made further
reseath quite superfluous. However, conditions in society were not
so satisfactory as they might have been, despite the prevailing the-
orles,.and because of the existing social distress there arose within
the h_lghly industrial countries, and also within the countries in a
transitory stage, a criticism of the Classical concepts. The Marxian
Sl(l:hool of economic thought, for instance, discovered that the Classical
:Veolry had stopped short. at a point where its further development

ould h.ave br_ought to light the painful consequences of the class
:}lot:sg?:(;stm t(;xnsfting in §ociety. The recognition of the class-rela-
- (t) he ormulation of the theory of surplus value, that is, to
o fOrp t a;t a pa‘rt f’f the value created by labor was appropriated
g Ofmt;o profit, interest, ;%nd rent by the enterpreneurs and the
L conge h e means of product.lon. 'B)‘r a theoretical anticipation of
L. dedugegn;es of such a relationship in regard to capital formation
e t ?1 theory that the .developme.nt of the capitalist society
e ssarily be' accofnpamed by an increasing exploitation of
gl g.populatlon, since the rate o.f profit had a tendency to
nveSte:j in:nevl: of the fa_ct that the relationship between the capital
. © the productive apparatus and that invested into wages
In such a way that the former became always larger and the

As all profits are created by the workers, the diminish-
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to the total socially engaged capital. This condition, it was argued,
would increase the competitive struggle for the division of the social
product, Thus the entire social arrangement was brought into
question,

This rather complex theory, although finding little support in
the United States, was in a simplified fashion largely adopted by the
European labor organizations as the theoretical justification of their
struggle to improve labor conditions. This school was widely ac-
knowledged to be, as indeed it considered itself to be, the heir of
the Classical theory.

It was difficult for the proponents of the Classical theory to
confute the Marxists’ theories, as the Classicists and the Marxists
based their arguments on the same objective value concept, that is,
that the value of commodities is determined by the quantity of labor
socially necessary to produce them, and that all economic phenomena
can be traced to this fundamental relationship. Attempts were now
made to replace this objective and dangerous concept with a psycholo-
gical, and subjective one, which, developed by Jevons in England
and a number of Austrian economists, came to be known as the
Marginal Utility theory. For a time this new theory became very
popular in America.

The ideas of this school originated from the simple observation
of human reactions to the scarcity or abundance of useful things. The
Classicists approached all economic problems from the side of the
commodity producing process. The new school took as its starting
point the demand for commodities. It was clear that the utility at-
tributed to a commodity by individuals diminishes with its greater
abundance. Supply and demand were no longer determined by what
was brought to the market by the producers, but by the individual
desires of the buyers, who measured the value of a commodity by
what it meant to them. Price was no longer determined by labor, but
by the marginal utility of a commodity, which was measured on the
market by the strength of demand. The decrease in demand would
effect a decrease in the prices, and, with this, a decrease in the pro-
duction of the commodity, for then its results would bring less than
the final, or marginal price. It was, however, difficult to explain
consistently all the various economic phenpomena with this theory;
and though single concepts of this theory were adopted by many econ-
omists of other schools, still, as a general theory it was slowly aban-
doned in America and elsewhere. However, the schools of commerce
and the advertising business profited to a large extent from the find-
ings of this school.
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Although temporarily overshadowed by the theory of Mare.
inal Utility, the Orthodox School was still dominant in academigc
circles, especially because of its revival by the Neo-Classicists, whose
foremost exponent was Alfred Marshall. The Neo-Classicists, or
modern value theorists, combined their older cost of production ’the-
ory with the marginal utility theory. The idea that the Classicists
had neglected the demand aspect of the economic process seemed to
come clearly to light in the fact that it was difficult to satisfy the
needs of the people, and this despite the occasions when it became
quite difficult to dispose of the produced commodities. The Neo-
Classicists did not bother themselves any longer with questions as to
the desirability of the prevailing economic system, they simply as.
sumed that it was the best possible system, and they tried only to
find means of making it more efficient. For one thing, laissez-faire
did not function in the expeoted way, and recognizing that many of
the arguments of the Historical School were justified, recognizing
also that, theory or no theory, there were in reality constant interfer-
ences with the economic mechanism, they tried to find what possibili-
ties there were of nullifying disturbances caused by state interven-
tion, imperfect competition, and disequilibrium on the market. The
static concept of the Classical School was replaced by one that allowed
for evolution; absolute statements became relative ones, and the
fheory of value was now maintained only for the purpose of explain-
ing the total and general social development. But for the explanation
of market phenomena there was constructed a cost-of-production
theory that no longer accepted labor as the sole value-producing unit,
lf)ut post}ﬂated instead .fou-r factors. of production, which, when trans-
ormed into market prices, determined the division of income. This
New concept forced the Neo-Classicists to restrict their research to
market a}nd Price investigations in order to discover possibilities of

mfluencmg the economic movement in a socially favorable way.

sary'lt‘g attempt to infl_ut.:nce the movement of the market it was neces-
. assemble empl-rl.c data anq to discover practical methods of
lassi:agl thetfl.. Two main tefnder.ncx.es t.hen developed out of the Neo-
R oo t;evxsxorfz Qne, mam-.tammg interests in “pure theory,” de-
| e e qualitative analysis; the otlter, interested solely in em-
e Stl%arch, cor.lformet.i to the. quantitative analysis. Both ten-
ap l: i(llyed their part in America, but the latter found preference.
R inlt eveloped. the f.cho?l of B.usiness Cycle Economists, who
PI‘OSper'tereSted maml.y in d1§cover1ng the factors that determine
e 1ty and depression. Their researches were helped along largely
€ birth of the so-called Methematical School, which believed it
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could reduce fundamental economic relations and problems to mat-
ters of summation and equation. However, as this school had only a
methodological character, it was not in opposition to the other schools
of economic thought, but helpful to all of them to a certain extent,
and especially helpful to the Cycle Analysts.

1111 A

In opposition to the Classical theorists, as well as to the other
economic schools, there arose in America the Institutional School,
whose foremost exponent was Thorstein Veblen. This school, which
had its antecedents in the Historical School, thought that most of the
arguments agitating the academic circles were largely of an arti-
ficial nature; that most of the problems raised could be ignored.
Economic problems and relationships were to be regarded no longer
from the viewpoint of general abstract theories, but approached by
an investigation of the actual social conditions and institutions as they
arose, functioned, and declined. The Institutional School accepted
economic determinism and connected it with technological develop-
ment. It believed that the rise of industry had brought into being
many new problems that could be solved only by the adaptation of
society to these new institutions. It rejected the psychological em-
phasis of both the Classicists and the followers of the Marginal Util-
ity theory and pointed out that “human nature” does not explain
social relations and the institutions of society, but that rather these
latter form and change human nature.

Institutionalism has its philosophic parallel in Pragmatism, both
of which may be explained by the general social and ideological
conditions existing at the turn of the century. By rejecting totally
or partially the old value concept of the Classicists, economic theory
had ceased the attempt to explain all social phenomena by an objec-
tive general theory. All it could do was to follow the actual move-
ments of the market, the price relations, and to try to-discover after-
wards why the one or the other event had occurred. Predictions
became impossible; the economists found themselves drowning in
their accumulated empirical material, or lost in abstract speculations
remote from all reality. Business was certainly something other than
economic theory, for business men never acted in accordance with
economic theory. Instead, they followed their most immediate neces-
sities, without questioning their social meanings, or else they based
their activity on their own analysis of market conditions, independent
of all theory and guided solely by actual or imagined facts. The
inability to discover the economic laws of motion on the basis of

32

th

Tf*

money and price considerations brought about a general d i

to the u§efulness of all economic theory. Hopes arising in AL
prosperity vanished again in ensuing depressions. %he I;frwd ko
assumed by the Classicists did not harmonize with the incr arr_nony
chaotic character of economic life; and just as the Pra mat'?atS s
ceased to t?elieve in eternal, universal, unchangeable faturl? s1 £
so the Institutionalists ceased to believe that the Classical é v,
could be regarded as corresponding to unchangeable economfmcept
cesses. What had been taken as the “natural order of thin l’c’ i
now r_ecognized as an abstraction serving specific ends: no%sc he s
spon.dmg to an objective reality, but serving as an instrt’lment fOl'l'e-
particular social practice. Not the insight into a general law butotrha
need for sth a law to foster limited interests, was at the’ bott: :
of the Classical theory. As long as this ideology, accepted as a 74
e-ral l-z‘;w, served the function of its adherents, it was certainl 'fetl}‘
fied; its va.lidity was proved by its actual results. However t};uja dsisl.
covery having been made that not an insight into the nature o’f thin .
but the v.vill to reach certain results, determined the ideas and actiog:’
of men, it followed that all theory can serve merely as an instrumeni
to fulfill desired purposes. It saw old psychological motivations as
factors excluding conscious interference with the economic proéesse
a.nd as fostering a will-less subordination under nonexisting bust’
simply assumed, “natural laws,” and it believed it was necessa;‘y to

1 y n h y

After .the first great difficulties had been overcome in the
frogess of industrialization, there arose very rapidly in America the
s:zmeel:iciotowards monopo.lization and trustification. “Big business”
subordinati};rocefed under its own necessities and wishes toward the
ey n o all other soual}ayers. The assumed “mechanics”
-l assjlmsdts, or the dete'rmmati.on of production by consump-
8por;ded . trll;le kby the Marginal Utility theorists, no longer corre-
e e n{f)wn facts.. Concentration of capital, fostered by
i big tru}:t entdo .the l')ankmg fmd'credit system, seemed to give
i So:.azl financial .oor.nbmatlons dictatorial power over the
e 1: y. The principle of laissez-faire seemed to have

i e{, 0 ;amouflage a development that was progressively
nterventiin en th e ‘c‘mter res.en’:blances of laissez-faire. The cry for
e o in t F automatic {aws of the market was no longer
e yl z!Sgal‘nst cheap foreign competition, as in the case of
e Aca chool of Carey and his following, but also against
g8rowing power of the trusts and monopolies within the country,
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