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hﬁperialism — the Final Stage of Capitalism

{ Continuation)

: I11
Finance capital and the financigl oligarchy

- CONSTANTLY larger proportion of the cap-

A ital vested in industry,” writes Hilferding,

“does not belong to the men who use it in their

business emterprises. That capital is placed at their

disposal by banks which represent the a_inal owners
of those funds.” :

“On the other hand, a bank must imvest a constantly
larger portion of its available capital in some industry.
Consequently the bank becomes, to a constantly larger
extent, an industrial capitalist.  This banking capital,
in the shape of currency, which can be thus trans-
formmd into industrial capital, 1 shall designate as
finance capital—capital placed at the disposal of bank-
ers amd used by industrial operators.” (43)

This definition is not complete for it leaves out one
of the mnst ammortant factors: the growth of con-
centration in Andustry and capital to the point were it
creates monopoly.

Tt Hilferding eemtinually emphasizes, especially in
the two chanters preceding the one from which the
defimiticn is taken, the role played by capitalist mono-
polies. Cenwe:ntration of industry; monopolies that
result from it: alliance hetween banks and industry;
such is the history of finance capital and such is the
meaning of the expression,

We shall now show how the manipulations of the
apitalist monopolies unavoidably bring about under
our present svstem of production of goods and of
private properiy, the dictatorship of a financial olig-
archy. W mav notice that the representatives of
bourgeots rolitical economy in Germany and other
countrics, Hisser, Schulize-(aevernitz, Liefmann and
others, are without (xcention, defenders of Tmperialism
and finance capital. They do not throw light, but
darkness, upon the process through which a financial
oligarchy comes into being: they depict its methods
in rosy colors, they remain very vague as to its sources
of profits, lawful and otherwise, its connection with
parbiaments i <o on. They  dodge ' unpleasant
questions iul take refuge in high-sounding, obscure
phrascologe, they speak of @ “feeling of responsibility™
ey Dok directars, of the Prussian officials’ “sense
of duty,” diseres derionsly perfectly futile bills pro-
viding for “eontea!™ and “regulation,” they waste their
time in nuiking up “seientific” defnitions like the fol-
lowing, perpetrated by Professor Liefmann: “Com-
meree 15 a professional activity, which collects -soods,
keeps them and disposes of them.” (44) '

Commere: existed then among primitive men who
were even ignorant of harter and will exist also in a
Socialist form of society.

But there is such an abundance of facts about the
wonderful dictatorship of the financial oligarchy, that
in all the capitalist ¢ountries, in America, in France,
in Germany, we find a rich literature dealing with the
subject from a Leurgeois point of view, giving us an
almost accurate picture of that oligarchy at work, and
containing a criticism of it from a bourgeois point
of view. of course.

We must mention in the first place the svstem of
“participation” 1o which we alluded previously, This
is what the German ceonomist Heymann writes upon
the «ubject

*The heml of the basic concern (the mother-con-
cern) comtrols 1l comeern: this concern controls in
turn the varions societics which depend upon it (the
danghter-concemns ). The later control other concerns
which might e ealled the commercial grandchildren
of the first,  \s the ownership of 50% of the stock
gives anyore the control of @ stock company, the head
of the mather corcern only needs to own one million
i order 1o control eight millions invested in  the
“grand-children companies.”  And if that process is
extended cven further, a capital of one million may
control 16 or 32 millions. (43)

We know from experience that the ownership of
about jo7r of the stock assures practical control of
the afairs of 2 companv, as a large number of the
sall aned seaticred stockholders never have a chance
of taking part in stockholders’ meetings. The “demo-
cratic” diztribution of stock, which bourgeois sophists
anedl onportunists aml certain “social democrats” ex-
pect to democratize capital. and to increase the import-
ance amd the power of the small manufacturers, is in
reality one of the deviess which strengthen the hands
of the limancial eligarchy,  This i= why, in progressive
capitalist nations soud in the more old-fashioned ones.
legislation aBows the issuing of constantly smaller
shares of «ock.  In Cermany the smallest face value
of a share of <tock is 1000 marks, and the financial
magnates of that conmry ook with envy upon [ng-
land whore tire bow allow s shares worth anly one pounid
sterling.,

Siemans, one of Germany's industrial and  Anan-

ial magnatyes; declared in the Reichstag on June 7,

By N. Lenin

1000, that the pound stack share was the foundation
of British Imperialism. (37) :

That merchant had a more through and Marxist
understanding of the meaning of Imperialism, than
a certain writer who is spppused to be the founder
of Russian Marxism and who imagines that Impe-
rialism is th~ unpleasant characteristic of only one
European nauon.

The system of “participation” not only helps mon-
opolies to build up their giant power, but enables
them to put through with impunity dark and unholy

" deals and to rob the public. for the heads of the

“mother-concerns” are not legally responsible for
the acts of the “daughter-concerns” which are sup-
posed to be independent and through which a good
many things can be done. .

Here iz an illustration taken from the German mag-
azine, Bank, for May 1914: “The Spring Steel Stock
Company of Kassel was cunsidered a few years ago
as one of the most prosperous concerns in Germany.,
Bad management caused dividends to dwindle from

15% to nothing. It appears that the management had

extended to one of its “danghter-concerns,” the Chas-
sia, whose ihominal capital amounted only to a few
hundred thousand marks, a loan of six million marks,
and this without consulting the stockholders. Of this
loan which amounted to almost three times the stock
capital of the ‘mother-concgen,’ the Chassia’s books
made no mention.”

From the purely legal point of view that omission
was perfectly permissible, and could he allowed to
subsist for two years, for it did not run counter to
any commercial statute. The chairman of the man-
aging board who, as the responsible person in charge.
signed the Iving halance. was and still is, the president
of the Kassel Chamber of Commerce. The stock-
holders learnt of that loan to the Chassia Company
only later when it proved to have been a “mistake”
(I can’t help placing the word between quotation
marks) and when the stock of the Spring Steel Com-
pany, being dumped by the well-informed, suffered
a break of about 100%. ...

This striking axample of the ook juggling which
s a matter of freguent occurrence in the management
of stock companies shows us why their directors eng-
age more casily Tn risky deals than a private business-
man would, LUp-to-date hookkeeping methods not
only enable them to keep all knowledge of their risky
deals from the average stockholder, but also to dodge
all responsibility and escape losses in case of mishap.
for they can unload their stock at the opportune meo-
nrent, while a private businessman would have to meet
the deficit out of his own pocket.

The books of many stock companies are very sim-
ilar to those parchments of the Middle Ages which
were used twice by scribes and whose real content
is not known until one erases the second layer of ink.

The simplest and miost common method of keeping
books in order to foil all attempts at investigation, is
to divide up one enterprise into several “daughter-
concerns” or to combine the latter anew. This meth-
od seems so advantageous from every point of view.
legal and illepal, that there are very few concerns
whiclh have not resorted'to it. (4R)

Among the large and monopolistic concerns using
this method on a large scale, we may mention the All-
gemeine [lekirische Gesellschaft, of which we shall
speak in detail later. Tn 19712 ‘it was estimated that
this company *‘participated”in the affairs of 175 or
200 other companies, controlling them and, through
them, a capital of about 1,500.000.000 marks. (49)

The various methods of inspecting books or ac-
counts, the various reports published and other devices
offered to the public by benevolent professors or func-
tionaries, whose benevolence expends itself in defend-
ing Capitalism and apologizing for it, are the merest
nonsense. For private property is sacred and no one
can be prevented from buving, selling or exchanging
shares of stock, hoarding them, elc. ...

The extent to which the “participation” svstem has
been adopted by the Teading Russian hanks is shown
by E. Agad, who was for hifteen yvears in the service
of the Russo-Chinese Bank and who in May 1914,
published a book bearing the rather inaccurate title
The great banks and the world market. (500 The
author divides the leading Russian hanks into 1wo
principal groups: thosy which are heing operated under
the system of “participation” and those who are in-
dependent. By mudependent. he means independent
from foreign banks. The first group he divides up
into three sub-groups according to whether Cierman,
English or French banks “participate™ in their oper-
ations, e also draows a distinetion between product-
e lanking capital (invested in commerce and in-
dustry ) and speculative banking capital (used for stock
and financial deals). With his bourgeois reformist

mind, he imagines that it is possible under a capitalist
system to distinguish the former and the latter,
Here are the data furnished by Agad:

Active capital of banks to the reports for Octoher and
November 1913

Gireups of  Russian
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Banks

~in millions of rubles
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ditem .
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mercial, the Russian, the In-
ternational and the Discount
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al 2 2 hanks: the Commercial
and Industrial Bank and the
Russian Enghsh Bank . . ....
al 3 5 banks: the Russian-
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Bank., 4ihe Russian French
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h) 8 banks: the Muoscow-Merch-
ants DBank, the Volga Kamsk
Bank. Yunker and Co.
Petrograd Commercial, form-
erly Vavelberg, the Moscow
ltank. formerly the Rabush-
msky Bank, the Moscow Dis-
count Bank. the Moscow Com-
mercial  and  the  Moscow
Private Tank . . . .........

Tutals

Sy

305

3T
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Acording to the above fAgures, out of nearly four
billions of rubles. which constitute the working cap-
ital of the leading banks, some 3 hillions or over ¥4 of
that capital, is controlled by bhanks which are in seality
th: “daughter-concerns™ of foreign banks, in the first
hine IFrench banks, the famous hanking trin:  The
Union Tarisicnne, Banque de Paris et d'Trlnde, and
[.a Societe Generale, and in the second line Berlin
hanks: the Deutsche Dank amd the Discontn Gesell-
schaft. In w12, two large hanks, the Russian Dank
for Foreign Commerce, and the Petrograd  biterna-
tional Commercial Dank, increased their eapital from
44 to o million rubles, amd their reserves Trom 15 Lo
3 millions, three fourths of their capital being Ger-
man capital.. The former Ielongs 1o the group of the
Dewtsche Bank of Derlin, the other (o the group of the
Lierlin Disconto Ciesellschaft.

Our friend Agad is verv indignant over the fact
that the Berlin banks hold the majority of the stock
and that consequently the Russian stockholders are
powerless. 1t poes without saving that the country
which exports capital gets the lion's share of the prof-
its. [7or instance the Deutsche llank of Berlin,
importing into Berlin stocks of the Siherian Com-
mercial Bank, kept them in its safe for an entire year
and then sold them at 193. having hought them at par,
thus making a profit of 6 million rubles, or about a
hundred per cent on the mvestment.  Tilferding calls
that “Aotation profits.”

Agad estimates the “resources” of the leading Petro-
grad banks at almost eight and a quarter billion rubles,
to he accurate 8, 235.000,000 rubles, and he divides
upy the “participation”™ or rather control of the foreign
banks as follows: TFrench banks 33%, lnglish 10%,
German 35%. Out of that active capital of 8,235,-
000,000 rubles, 3,087.000000 rubles (or over go% of
it). helongs to syndicates of the naptha, metal and
cevment industries. It appears then that the alliance
ol Banking and induostrial capital has gone a long way
m Russia toward establishing capitalistic monopolies

Financial capital concentrated into a few hands
andl enjoying a practical monopoly, derives a constant-
Iv larger share of orofits from tflotations, from the is-
suance of stock, from government loans, ete., which
strengthen the power of the financial oligarchy, making
the entire nation payv tribute to monopoly holders.
Here is one of the numberless examples of manipul-
ation on the part of the American trusts cited by Hils
ferding: In 1887, Havemeyer founded the sugar trust
by combining 15 small compantes whose total capital
amounted to $6,500,000. The trust’s capital was,-ac-
cording to the American expression, “watered,” ana
increased to $50,000,000. This over-capitalization took
nto account the future profits of the monopoly just
as the steel trust, also of the United States, takes into
account the future profits it wili derive from its mono-
polyv, for it s constantly huying up new deposits of
iron ore.  And in fact. the sugar trust established
manopoly prices and reaped such profits that it could
pay 10% m dividends on a capital six 1enths of which
was watered (or 70% on the actual ecapital paid n
when the trust was orgamzed. )

I 1geng, the eapitalization of the (rust was $90.000,~
If:!m. In 22 years the capiial had increased over ten-

old.

(To be continsed)



