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THE CAFITALIST OFFENSIYE

Wage cufting began with the dfrst
manifestations of the crisls and have
been procedding ever aince at a com-
timually accelerated pace. For gquite a
while this practice wias masked by den-
lals and all kinds of subterfuges. The
poterlous confersnce of- employers and
labor leaders at the While House, at
which the solemn pledge to malntain
wage standards was lssned was the firat
big smoke scréen behind which the move-
ment began. It was followed by a cam-

of redwctions all along the lne
But the fletipn of holding up the levels
was malntained, and the wags cutiers
resorted, primarily, to indirect methods,
goch a8 laying off agd re-hiving at re-
duoced rates, In order to conceal the me-
tual frend.

But now the process of beating down
the living standards of the workers has
reached a new stage. The figurce on
wage cuts are accumulating in sech A
volume that the favts can no longer be
hidden or denled. And there i3 no polot
in it, for the exploiters, emboldened by
the pragtical absence of labor resist-
ence have begun & real assaunlt on the
wage scales. They are coming out In
the open with this policy.

This was indicated several weeks ago
in the blunt declarations of the leading
bankers that wages must come down still
further, In these statements the key-
note of capltalist policy was sounded,
apd the offensive ageinst labor stand-
arde began to widen its scope. The dg-
arées of the Labor Buféat, Ine show 185
wage redoctions, avepuging about 10 per
cent, and distributed over 175 manufac-
turing enterprises, for the single month
anding March 15 The campaign cob-
tinues io fall swing, The pious sermon-
izing of the .early months of the crisls
about keeping up the wage scales 1s giv-
Ing -place to editorlal gpology for the
lowering standards.

The New York Times, the most Inflo-
ential and authoritative organ of the
capttaliste, salutes the program of e
trenchment at the expense of the work-
erg and recommends it to them, “Hceon-
omiste amnd practienl men" s=says the
Times editorinl of June 7, “ave not all
agreed ihat it has been wise . . . to
Insist upon the malntenance of  Thigh
wages,"” And not only that. The Times
does not think it “wise” to insist om
ather vonditions and standards  which
Interfere with the workers' efficlency as
profit-makers for the bosscs, “Is it not
fafr to ask of them that they contribute
gpomething to the general effort to tide
over the days of hardship?™ it asks.
They haven't contributed enoogh et
S0 now, according to the Times, they
should “yield something in  the way
of apeclal privileges, and even arbilracy
rulings, which have been esiablished in
good times, but which might be relin-
qulahed or modified.” In thle sugar-

conted declaration of war there i3 the
easence of the capitalist policy for the
ensuing period: an unbrolled offensive
agalongt the workers,

Will the workers fight back? WILI they
take up the defensive struggle on a wide
front within the year? There are a few
signg of such a development, but they
are [plated and aporadiz as yet. It
must be admitted that a serious 'dafen-
glve struggle, involving maosses of work-
ers, has not yel begun. The Departoment
of Labor flgures, juost published, show
fewer strikes in the year 1830 than in
any year gipce 1918, 653 strikes and

ipckouts last year against 3,630 in 1919

a comparative pleture of the state of
labor amctivity, The first three months
of 1831 showed 146 strikes and lockouls
a slight decline from last year's low
&vVarage. _

These flgures, taken by themselves, may
well prove to be highly deceptive, The
cuputulisee, progeeding [ul swing (o oa
durier avtack on the wWorkers, are goite
likely to collide with an explosive factor
pidoen behind the bare Llgures of the
strike movements for the past Hiteen
months, The Hgures alone take no ac-
count of the accuomulation of grievaoce
and discontent as yet upnexprossed and
therefore unspent. LU I8 by no means as-
sured fhat the mew encroachments will
pags unchallenged. On the coutracy, they
are more apt to bring maotters to the
combustion point.

The capitalista, bent on loading the
burden of the erisis onto the backs of
the workers are preparing t(hereby the
necessary conditions for o labor revolt, In
thiz way they will convieee the work-
‘era, pa propaganda has been wanable to
convinea them, that there is no way ont
but to fight, Under such condifions the
proapect of a series of stormy battles,
of which the Amerlenn workers have
many tlmes shown themselves capable,
i2 by no means unreasonnoble. In that
event the Communists would get hearing
the ke of which has not been granted

betore.,
AAA

THE UNION SQUARE MEETING

When the meeting at Unjon Bquare
st Saturday wans opened by the chale-
man with the anmncement that the
officla]l Communist party has not been in-
vited to send a speaker for the cccasion
—which was oatensibly a unlied froot
demaenstration In bohalf of the Centralls
prisoners—the representative of the
Communist League, comrade Swabeck
tonk his name off the apeakers’ list and
withdrew from the meeting. In this de-
momsirative action there wan the protest
of the conscientions revolutionist agninst
the prostitution of the imterests of class
wir prisoners to debased and reaction.
ary foctionnaliam.

Just consider! Here was proclaimed
a unlon of all forces for the Centralin
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ing in whion every militant worker
worthy of the name would boldly par-
tieipate. Every radical and pseudo-rad-
ical organization that can be thought of
was represented by a speaker: yellow
aocialistes and Itight Communists, lierals
and anacchists, Musteitos ond I. W. Wi
Evervhody was welcomed—averybody but
the Communlet party. This, with e
ten of thousands of members and sup-
porters, was deliberately and spedific-
ally excluded. Do you call that a up-
fted front for class war prisonera? It
I8 & conbemptible fraud, usiog the Cen-
tralla victlms as a shicld for & reac
tionary demonstration,

You will not get our sapport for such
a gamye. Comrade Bwabeck's withdrawal
from the meeling wag a way of say-
ing this. He might have made the pro-
teat by faking the stand and denounclog
the shameful procedure. That, however
is a secondary question and & debatable
one. ‘There I something unepeakably re-
pugoant to an honest militant in waing
the platform of o labor defense mesting
for polembes. The prisoners, and thelr
burning appeal for solidarity, aréa apt
to get loat in the shuffle. *» This 18 what
actunlly happened at the Union Square
meeting. An anarchist windbag, taking
hia tip from the chalrman’s annoanee-
ment, gives a lecture agalost the prole-
tarian distatorship In Russia. Otber
apeakera polsones) to the marrow by dhe
pliohin against Communizm, alred their
prejudices, The result? The meeting
degenerated into a demonstration agalnst
Communism. Those who hold the Cen-
tralia men in prison have no reason o
abject to fhat,

The leaders of the I. W, W. are dir-
ertly responsible for this mizerable per-
formance and theler gullt 18 in no way
extenvated by the fact that the Stalin-
ifts boyecotied a similar meeting last
year, That action of Foster and Co. was
a crime for which the Communist work-
arg will yet call them to account. The
Union Square mecting was conducted an
the same plane. By their actiong its
oreanizers snid to the Stalinfste: Bol-
ldarity in bebalf of laboer prisoners means
Just asz little to uws as it means to yom;
wae will prove that we are just as rot
ten ng yon are. That iz what they safd,
That is what they proved. It s by
such an attitude—in which (he ofclals of
the I. W. W. met the officinle of the
Communist party on one level—ihat a
redl movement of genunine golidarity io
the fight for the Centralla victima {8
thwarted, amid sabotaged, and made im-
poaaible,

Thiz affalr of last SBafvrday waes rich
in other instructive lessons, Despite the
formidable list of organizations repre-
sented, a dcant few hondred came to the
meeting. Doesn't that show where the
present strength of labor milltaney liea?
Doean't it show that the socialists paid
only lip service to the demopstration and
that they give no real support to the
{aane?

The 1. W. W. has come (o a &ad pass
when, in the crozade against Commun-
ism, it falls infe the company of this
black gang and finds itself at home there,
Bur thisz j= the logic of fhe fight agninst
Communism. Commootsm, despite all
the worthless burenunerats whoe disgrace
it banner, is the only  revolutionary
dectrine  the only  revolutionary class
movement of the proletariat, ‘Whether

martyrs—a most commendable underiak-

they wish it or not. those whoe dedicate

Almoat fwo years have elapsed since
the eurrent erlzls begon, and stlll fhe
bourgealzle bas made no progress toward
whderatanding i or fofaulating a solo-
tlon. At the Aprll meeting of the Ach-
demy of Political Seclence, a group of
bankers, business men, and professors of
eronomies gathered for two days, under
the chalrmanship of a Morgon partner
and [ater of & former chuirmusn of fhe
Federal Reserve Boarnd, Lo discuss ihe
erlala, Every man for himself, they pre-
sented the following “explanations’:

1. There g no crisls=—world prodoes
tlon of commodithes keeps Inerenging with
only minor setbacka of which this s
one. and will contloue to incressse (o
new high records. 2. The war and its
alter-sMects. 3. Continuning politlieal jn-
accurity., 4. Tarlff barriers. 5. Owver-
production of agricultural prodocts. G
Business has 1o go in coyeles. 7. Poor
management of banking and credit fae
flltipa. #® Lack of equilibriom amone
industeies and communities. 9. Bhort-
age and maoldistribution of gold.

The chalrman of the board of the Chase
National Bank, the largest bank in the
Unitedq States, adds:

10, Abmormalities in certhin cormmod-
Hy markets doue to attempts at prlee
Nxing.

11, The delay with which -wholesale
prices of fAnlzshed goods, retail prices,
wages, and rentals, have followed the
drop In prices of raow materials,

The slgnificant thing about all these
explanations {s that nowhere is there
the slightest mention of (he ome thing
that bhowrgensls and prolefarian  alike
agree In regarding as the malnspring of
all capitalist economic actlvity—profics.
This comlsslon should not be looked at
ai a colncldence. ‘The bourgeosis does not
wiah at this time to measure forees
frankly and openly with the proletariat
In economic or oather confliet, and his
ideologleal -defense §8 to obscura the
lzrue by leaving out of the discussion the
moat lmportant factor which iz profts,

Comparing the reports of 1500 corpor-
ations engaped in 6D lines of business for
1830 with' 1929, net profite show a de-
cline from $5883.040,000 in 1920 to
$3.516 381,000 or a drop of 41.1 percent.
The rate of return on Invested ecapital
declined from 10.6 percent to 5.7 percent.

Now between 1020 and 1030 the total
volume of physleal production is esti-
matéd to have declined only 1%5.1-2 per-
eent. Total wages pald by manufctur-
log todustry are not belleved by any
anthority to have declined mora than
B percent,

The effective result of the first full

of crisls, therefore was to rednos
faster than either production or

s which we proposs 1s that
"n profits was od and pre

pared for by the decline in the relative
participation of wages in the products
of industry during the “prosperons” time
up to 1920, which led to a restrictlon of
marketg-=we shell wlss give reasons for
thinking that (he pregent deprossion may
b tlee lost of the perlodieal crises on the
upward swing of captiallam and may be
the beginning of a new period of de
elining profits and intensifel class strog-
gle.

All the reasons glven for the cxistence
of a crisis, a0 far 03 they mean anfthing.
mean (hat goods have beem “ovér-pro-
duced” in comparison with the possible
market for them. Thiz “over-prodoc-
tlon”, which Is such n puzzle to bour-
genls thinkers, means slmply that thers
iz no longer a proft In sedling a3 maoy
goods to As many people, In 1030 as
there was in previous years, The “mar-
ket” for a given quantity of goods, In
capitallar economy, means the possibil-
ity of zelling a0 much goods at a proflt.
The foregoing figures Indicate what hae
happened to profits last year, following
the crisiz.  Let uwe pow conslder how
capitalism in the United Stutes has stead-
iy Bestroyed its own profits and “mar-
keta" in the years preceding the crisis,
by a comparisen of certain figures sup-
plied by the U. 85 Consus Burean.

development and from a Marxian point

ferta for the Inbor movement,
tries—conl, copper, stesl, asutomoblles,

individual capiialist ks not good for the
group of capitalists as a whole. The
fndividunl eapitalist derives a competitive
advantage, expressed in lower costs and
for a time in higher profits through dis-
placing men by machines, that is, warl-
able capital by constant capital. Thea
group of caplializsta ag o whole, howavar,
by all adopting the same or a similar
process, wipe oul the competitive advan-
tape of the fiest capltalist, and in so do-
fng equalize competitive profite among
themselves, ‘The net result however, 1
a lower proporfionate  employment of
wartable ecapital, resulting in a lower
average rate of profit, which expresses
itaelf in capitalist terms in a shrinkage
of "markets” or placea where goods cam
be eold at a proft.

The shrinkage of markets inm the boom

Data on Manufacturing

1919
No. of establishmenta 24 3493
No, of wage sarners O, O, (W50
Wages paid £10,401,730,509
Yalue added by manuo-
facture (eéxcluding cpat
of material containers, 24 800,002 920

fuel, and purchased
electricity )

In other waords, the aize of the aver-
age plant increased. the number of plants
In operation decreased, and the propor-
tlon of waces to total added walues to
manufacture, which had been 422 per-
cent in 1010, was reduced to 362 per-
«ont of the added value of 1520,

The fuct that the share of wages in
the totnl wilues added by manofacture
bas been decreasing 18 only another way
of saying that the proportion of variable
capital pald out In wages, has been
declining relatively to constant capltal,
cryatallized in bulldings, raw materials
and machinery. As Marz poloted oot
profits are made owt of variable capltal,
ng. copstant  capital. The relatively
smaller amount of variable capital has
therfore meant a progressive shrinkage
in the poseibilities of the capltalist pro-
fitably disposing (remoembering always
that market implies profit).

It s, in fact an essential contradiction

Industries 1919-1929

1927 1929
191,564 189 268
B.240. 700 B,500,204
$10,848 802,582 $11 271,016,618
27,585,210 4.0 31,006 855410

years before 1920 was well recognlzed
in the busineésa world, as to its effects
if not its cause. It was & COmmOD SoMm-
plamt production, This means. of ¢oorse
of selling and distribution were eating
up the economies doe o more elflclant
plant production. This means, of ocurse
that it was becoming incrensingly dificult
to sell to a contracting market, and
high-pressure salesmanship, the emphasis
on style and eolor In all kinds of goods,
and the increasing use of installment sell-
ing togpether with hectle offorts to in-
crégge ¢xport aales, all point to the
effects of the contradiction of the dom-
estic market In the period of highest
actiwity ap to 1028, which contained the
seeds of the erlails. '

Thia process of throttllng the partiel-
pation of wages in the national produoe-
tiom is not a metter of the last ten years

of capltallsm that what {s good for the

alone-——the proportion of waces pald to

MNote: This is the firsl of a serles of artieles intended to
daily peoiiomie life of the United SBtates in aecordance with the resl.conrse of ils
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A New Slander Against D.B.Riazanov

Pravda of March 12 publlshed a note
entitled “Marx on K. Kautsky” and
slgoed “the Marx-Engels Institute”.
This note haz subsequently been repro-
doced without any comment by the world
prass of the Comintern. KExternally, the
center of gravity of this note lay in the
remarkable passage from Lhe letter of
Marx in 1881 which gives a ecrushing
characterizaiion of Kantsky, a characteri-
gntlon which was, In short, fully verified
by the futore.

The publication of the note solemunly
slgned by the whole Institute has, how-
ever another aim: to befeul {he person
who created the Marx-Engels Instituie
and was at its bhead. Here Is what Is
gild at the end of the note: “The orlg-
inal of this letter was turned over (o
Riazanov by the well-known Menshevik
Lydian Zederbaum-Dan already in 1825
Riazanov carefully concealed the letter.”

During the frial of the Mensheviks,
Rinzanovy was accused before the whole
world by the attorney general of the

-republle of collaboration in the conspir-

acy against the dictatorship of the pro-
letarlat. A few months after this Te-
cusation, the whoele of humanity has com-
municated to 1L o new crime of Riazanoy:
he has, It seems, agaln into the bargain
.+« concealed the quotatlion from Marx's
lettar of 1881, MNothing but this need
of advancing apainst comrade Rinzanoy
ench  elreumsisnces (0 make his  case
woree, and which gre all ont of propor-
tlon to the first accosition shows that
the gocalled consclence of Mesars, ae-
cusers s not tranguil. By combining,
as usual, disloyalty with rodeness, thése
people only discover ¢hings with thelr
aid, and only betray the fragility of the
Prop.

We explained at the tlme in a hypo-
thetical form bow the gecusation againet
Hinzanoy originated, Fwverything that is
written us from Moscow on this sub-
Ject fully confirms our suppositions, 1t is
oot difficult to reveal the mechaniam of
the esnpplementary aocouRation lannched
today by the same accusers under the
peeudonym of the Marx-Engela Institute,
“The Menshevik Lydia Zederbanpm' turn-
ad over the letter of Marx to Rianzanov
back in 1825 Why did she glve it to
him? As a4 token of Hinzanov's back fn
bim? As a token of Riazanov's friend-
ahip wlth the Menshevika, and of their
future eollaboration in the consplracy
againat the dictatorzhip of the proleiar-
lat? The “Inatifnte” iz specehless on
this aubject. The word “the Menshevik™
cught to shut the mounth of all whae
hezitate, all the saore so becanace aince
10E5, Riazanov “earclfully concealed™ the
latter. Why did he conceal it? Obvions-
Iy in order to safeguand the intercsts of
Eautsky and of world Menshevigm., It
iz true that between 1925, when Riaz-
nnov entered Into conapiracy with the
Mensheviks to conceal the piamﬂc dven-

themselves to the war against Commun-
lam come ta the servies of reaction. The
deplorable affair at Uniop Sguare lnat
Baturday was a striking illustration—and
a warning—of ihis logle. —J. I O,

Fconomic Crisis == YWhat

interpret  tha

of view. The present article deals with

e general features of the erigle that began In 193, pecks to isolale it causes,
amd elacuaz the prospects for the future and thely politkeal consequences and
Future articles will deal with =pecific indos-

textlles, raflmads and banking—-from

the standpoint of the economle background of the class siruggle.—Fil,

By E. ¥. Field

value added by manufacture in 10209
iz mctually smaller than in 1899

ment, and 1931, when he was mized up
in the conspiracy against the dt::tnturlhin
of the proletariat, Rlazanoy published
poi a few documents and works which
cinsd Menshevism conslderable Yexa-
tion, But nothing dolng. The readors
of the press of the Comintern must be
gulded aleng the old formula of the de-
vout: I balleve {f no matter how ab-
gurd it 1s."

Good, the reader will say, but what
did happen with the letter® Is it au-
thentie, did Rinzanoy eeally hide ft¥ And
if he did, then why? It Is enopgh to look
at the guotation in order not te doubt
the aunthentleity of the lefter: Marx
cannmot be folsifled, even by Yaroslavsky
in colloboration with Yagoda, As to the
gircumstances  under which the letier
was “concealed™, we can, again  only
propose a hypothesls whose verisimill-
tude, however, s guaranteed s hundred
pereent by all the circumstances of the
affalr.

Itlneanoy eould recelve the letter
anly from the hands of thosa who held
it, The mongement of the heritage of
Engely hag fallen into the hands of Hern-
gtein by foroe of the same bistorleal
logic of the epigones which today per-
mits Yaroslavsky to dispose of the herl-
tage of Lenin. Riazanoy manifested an
exceptional pedseverance an genuity In
gathering tegether the herltage of Marx
and of Engels, Like the Lenin Institute,
the Marx-Engels Instinte bought numer-
ous decuments from the Moensheviks and
through the intermediary of Menabeviks:
it is enongh to refer, for exampls to the
nrchives bought by fhe Lenin Institute
from 'otressov®, It §a beyond doubt
that the “Menshevik Lydia Zederbawm™
did not shnply tarn over the letter (o
Itiaganov, but she probably sold it as

an intermediary for Ternstein or some-
one elge among the old men who had the
letter by Marx.

(Continued from page 1)
atill has a gratifying surplus left from
the German reparationa. Does it com-
plain about that?  Mellonp and Hoover
witl soon suggest a “way out of the
complication”., Balance your budget, M.
Laval, by cotting down on armameénis
expenditures., Thiz ingenious form of
blackmail turned the trick for America
at the Washington Naval Copference im
1021, where it first achieved “parity”
with the Brivish. It worked at the Lon-
don eonforence In 193, In short, the
dominance of the American dollar has
torpedoed more British vessels than the
Germane could hope 10 sink In the Bat
tle of Jutland. Why should it not sue-
ceed In bhelng just as eMective agalost
France? MacDwaoald the falthful outpost
in Furope of Wall Street, hos already ad-
vanead (he iden, with an eye at Franee,
In the House of Commaons,
A Solutlon of the Crigis?

But the ¢rigis?  Will it he solved by
the Hoover plan? Fantasy! - The stock
market may experience a fow jerky rises

-and falls for a while, but the army of

It is guite natural that Soviet Russia.

in =elling this letter, which drawas =
ceushing peture of Kautsky, Dernstein
or the other proprictor of the docombnt
from the aame eircle, put as a conditlom
for the sala (hat the leiter zhould not be
published while Kantsky wis allve orf
whila the ong gelling it waz allve. Tha
rigorons manner in which Mernstein sub-
mitted to thiaz sort of censarship the cor-
respondence of Marx and Engels iz suf-
felently well known, There was §[o
other cholee left to comrade Riazanow:
in arder to get possession of the letter,
he was obliged te accept the conditlon
imposed upon® him  Anyvhody else in his
place would have acted in the some way.
After haviog accepted this condition, he
naturally carried it out. It iz only
thanks to this extreme prodence and loy-
alty in all matters of this Kind that
Riazampy has been able to extract from
the hamds of adversarles préclous ale-
ments of the heritage of our classics. Wa
think that it I8 now clear why Hiaznpov
“poncealed’” the letter. Whoever Enows
Riazanoy will not doubt for an instgng
that mote (han anybody elae, Riazanoy
burned wiith the deslre to publlah his
voluable find, But he walted for the
proper moment to strike. DBy metns ge
g rabd, the letter of Marx was foond
nt Rinzanov's and it was wot only made
public, that s, not only was the engape-
meni made by Riazanov Lroken, but 1€
was tyroed arcuand as a proof against
Hiaganoy. What should we ¢all soch
manner of neting? Let wa call it by ity
right mame: it is a way of acting a 1a
Stalin.

L. TROTERY.

# Potresaov, former Menshevik colla-
borator of Tenin and Mortov In Iskra,
Today an emigre, he publishes in Parie
an orpan which fghis, at the extreme
Hight wing of the Menaheviks, agalnsg
K.

The Hoover Reparations-Debts Scheme

nnemployed remaing just na large, induas-
trinl production just as low, the markets
of the world just as contracted and con-
gegted, More than Hoover's suspenslon
plan will be required to undo these dif-
fienlties,

Then the German crisiz, at the very
least? Heyond a doubt it will be am-
ecllorated. But only for & brief time.
The postponement of the big collapse will
only make it more earth-shaking when
it does take place. There is an Inexor-
ablg fatality In Wall Street's plana 50
gave Germany from Bolshevism: The
Dawes plan lasted almost five years b
fore it had to be scrapped for the Young
plan, The Young plan never outlived its
father—iwo yvenrs of 1ife and it is moaro-
ed at the grave only by France. The
Ilvover plan? Wikl it last even (WO
veara? If {8 donbiful. In the ability of
the German Communists to solve the
erisls of misery and despair by & suac-
cessful projetarian revolutlon, Hes the
final answer to all the plans of Imperial-
Ist eongquest and slavery.

—MAX SITACTHTMAN.

for row material ete, $10 for overhead,
and 40 for wages leaving llkewlse $10
tor profit. An increase of 20 percent in
anles will invelve an Iocredss in raw
materials costs to $48, wages to  §48,
which together with the pnchanged over-
head costs of 310 will total 288, leaving
g profit of $12. or 20 percéent more thano
sparmal”™, while similasly o decline 1n
aples of 20 pyreent avill result in a
reduction of the profit from $10 to 36,
instead of wiplng it out completaly. The
legs mechanized plant therefore profits

Value Added by

Mo, of Wape Eamers Wages Manofaciuring Wages
18043 4,713, MK} $ 2008, 0000, 000 5 4,831 (0 DO 414 p. &
100eh G 615000 3AET 0, 0 B, 520, O, (M} 402
1010 B, 0400, D 10,453 000 OO 24 T4E, 00, (W0 422
1929 8,742,000 11,421,000,000 31,057 000,000 36.0

From 1800 to 1920, the nomber of wage
earners Inereased 85.5 percent, and their
average wage rose from #4260 a year to
$1,306 or 208 percent, but thelr ahare
in the produce of thelr labor declined
from 414 percent fo 36 percent. The
fact that value pdded by manofacturs
inerensed 554 percent. while the number
of wape-sarners employed Increased only
B5.0 percent sums wup graphicully the
extent to which labor efficlency hos been
Increased, largely by mechanization.

Asn production kesps Increasing while
the participation of labor keeps decreas
ing we should expect the recurrent
crisls to become more acute as time goes
on. Increazing mechanlzation tends to
make the profits of businecss more de
pendent on operation aa ¢lose to capac
ity aa posasible, To illustrate thiz, com-
para ftwo establishments . one highly
mechanized, and the other largely de-
pendent on direct labor, which we will
call plant A and B reapectively. OFf sach
$100 of product produced by A, 340 re-
pregents raw material, fuel and power,
$40 represents overbead costs of machin-
ery (maintenance, Intersst on invest-
ment amortization, «te, all co08ts which
gr on unochanged from year to year ir-
reapective of the amount of outpat) 310
I wapes, and $10 i3 profit. If zalea and
productlon inereases 2 percent to F120,
raw materlal ete, will cost $48, wages
$12, and overhend costs remalning un-
changed at $40 will leave a profit of
$20 instead of 310, am Increase of 100
percent in profita agalnat an Inerease
aof 20 percent in sales. Similarly, a de-
crefasa of 20 pereent In sales to 380 will
invelve a decrense In raw materlals to
$32, in wages to $8 and overhead re-
malning unchanged at $40, there will be
o profit left.

Plant B, on the other hand, belog only
slightly mechanized, paye under normal

conditions $40 out of each F100 of sales

less by booma and §s less harmed by
depresslon than {he highly mechanized
plant,

The. increasing mechanization of Am-
erfcan indusiry can be summed up oo
the bhagis of the foregoing flgures by
stating that wvalue nadded by manufse-
turlng amounted to $1.025 per worker in
1860 and to £3.024 per worker ln 1829,
But this can only mean, In terms of
the above discussion, that American
business has become more senaltive to
shrinkages of =nles and markets, and
crises should therefore show Increasing
aeverity,

Thiz eonclusion {8 borne out by an
analysis of industrial activity in the Un-
ited States since 1854 recontly made by
a Weatern bank. “Normal" figures of
industrin] production were calealated,
making allowanee for a broad uwpward
tendency, and activity for each month
ainee January, 18354 wasz stated in per-
centages above of below this steadily
rlging “normal™ lne. During this per-
il there have been fourteen important
depressions, We llst below the month
during whieh each of these reached 1*s
lowest point, and the percentage fgare
for that month,

We see that at no thme before the
war was therg any decline of more than
20 percent below the “normal” line; the
1021 depressions went as low as 27 per-
cent and  the ' presemt depreasion 28,3
percent below “pormal"™,

Not only is the present depression re-
latively more severs, in terms of declins
below “normal™, than -anv of ita pre
docesgors, but there are indlcatlons that
in some respects it I8 even absolutely
more severs, In other words, the rate
of incrense of “normal” productitn may
Itaelf be slowing down. Rallroad frelght

triffic meagsured (o ecarloadings with

Fercent.

Fereent.
Jan. 1858 13.0 T, 1803 110
June 1861 fE  Aay 10008 15.
Sapt. and July 1911 Ta
FMov. 1865 140 Twee, 10614 130
Reb, I1RTH 12.7  Aprll 1821 274
May 1880 13.1  July 1024 12.7
June 1804 100 Jan. 131 b
Bept. 1505 1740

allowance for the lighter average load
per cir, ia actually less than in 1921, &
year of the most serlona percentage de-
pression up to that time. although 1921
mr lopdings: were in turn higher tham
those of 1011, n year of relatively minor
depression HExport trade is now at the
lowest levels ginca the war, lower than
in the depresslon year 1021,  Immigra-
tion this year will be less than 100,000
for the first time since 186D,

Turning for & moment [rom the gen-
aril manifestations of the ori i, let o=
assume the axiom that the total Indos-
trial activity of a country 1s the sur
of the activity of its Individuoal indas-
tries, plus the relations exisiing amobg
them. For the individonal indusirles,
there ia & “law of uneven development”
analogous tp that which Trotsky has
worked out as belween nations. The
general acheme of the historical develop-
ment of an industry follows a roughly
uniform eurve. It Deging A8 & new,
apeculative  Indastry, with bDumerous
small individunl concerns, many of
whom guitkly dizappear it may have
dificulty at the beginning in fnding mar-
ketz, hbut soon obiains general accep-
tanes of itz produect, the profits of sue-
ecepaful concerns are large, and silel are
apt to inerceaose even doring a period of
busainess depression.

In the second stage, 2 broad demand
has been created, profits remain large
and even Incréase, numersus smaller
producera consolidate into a relatively
fewer pumber of large firma, and the
problem of management 18 how to pro-
duce enough rather than how to sell its
output. Produoctive facliities are rapld-
Iy increased during this stage. This
leads to the third stage, wherein prodne-
tive facilitles are enough or more than
enough to mest the actual demand, and
the principal problem of management be-
comes how to sell, rather than how to
prodoce, Markets become satorsted,
competition sefa In on a severe basls,
prices and profit marging are lowered,
mergers increase unill only a few large
producers are left in the Industry. Ewvan
tually the problem of markets (At a
profit) becomes very difficalt, all kinds
of costly and artificlal methods must be
used fo stimulate demand, the proflt mar-
gin I8 likely to réemain under the aver
age even In pood thices and to reault Ir
losseg In bad, times, showing a gre
susceptibility to business depressior

{Contionad in Next TeRanal




