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Introduction

by “"AUSSIE"”

The absurdity of the slogan of the first days of the war, “'Busin-
es3 as usual,” has lony been obvious. Usual-consumer-business
stagnates and declines, war production enormously expands, mon-
opolies exiend their power, with the capitalist state controlling and
organising production on behalt of finance capital and war industry

moaopoliss,
“Restriction of capital investmant inbuilding and other ways has the object of

conserving capital and labor for the war. In this country, also to secure recruits
for the army.

Taxation of low incomesis not mergly toget money for the budget. It reduces the
spending money in the handsof the masses, limiting the demand for laborin “non-
essential’ industry, and retarding a rise in prices.

Price control, relatively effective in this country, has not the interests of the
mass2s as its starting point. Without it the whole price system would become so dis-
torted as to wreck the whole economy and, possibly, the capitalist system. Control
cf retail pricss, even against large concerns, whils benefiting the masses (provided
they also fight to maintain wage levels), is in the interests of the banker, heavy in-
dustry and other war industry capital which dominates today. - Neither expansion of
consumer and retail capital nor the risk of skyrocketing prices can be allowed.

Petrol rationing is not merely a question of conserving dollar exchange so as to pay
for other wermaterialin U.S.A. It is not only a matter of conserving and building
up stock in this country. 7

Rationing reduces mass spending on petrol and new cars and all that goes with
motoring for business and pleasure. It conserves money for war needs. Itputs gar-
age men, body builders, farmers and others on the labor market.

Mr. Holt and his department of Labor were reported recently “ascertaining in
what form of war work thoss displaced from industry by petrol rationing could best
be used'’. - :

Restrictions on spending and o2 supplies can raadily bs related to the wooll2a goods
market.  Production of woollen goods forthe war excaads the entire civil production
in pre-war times. A similar condition is developing far boots.

The concentration of capital and labor in the war industriss is very profitabls for
the capital concerned.

For somse time there hasexisted a degrzeof coatrol ofths transfarof l1abor from
warindustry. New regulations were mooted onJuly 28th. The aim here is twofold:
To keep the labor in war industry, even in one plant, and {5 prevant the worker from

- taking advaatage cf a favorable labor market, also to prevent "'non-esszntial”’ capital

from gatting labor ard expanding at the expense of ''war effort”.

Not so highly develop2d, but here, can beseza what Nazis call socialism and
what some simpletons regardad asnot capitalism evenifnot socialism. It is what
British Labor Party leaders als> call socialism.

It is what Lenin wrots aboutas state capitalism, with ths financial oligarch s

in control of thz state.
Itis the last possible developmentof capitalism befors socialism. But soci lisn

must be fought for,



CHANGES IN CAPITALISM DURING THE WAR

by E. VARGA
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For the second time in a quarter of a century the imperialist bourg
eoisie is driving millions of proletarians to mutual slaughter, dri
ving the population of whole continents into siarvation and untold suf.
fering. The big bourgeoisie has inflicted this disaster upon mankind

not by their own “‘free will,”"

not because of a whim, but in obedience

to the inexorable laws of imperialism, which make wars for redivision

of the world inexorable.

Remembering what occurred during and
after the first imperialist war, the big bour-
geoisie, or at all events, the wisest of its
representatives, is well aware ofthe dang-
ers for capitalist society involved in the sec-
ond imperialist war, particularly in the van-
quished countries. It is mobilising all its for-
ces and is waging a struggle on two fronts:
against the external enemy—its imperialist
rivals—and against “the enemy at home''—
the revolutionary working class, the masses
of the peasantry andthe progressive in-
telligentsia.

This double task entails chanqes in the ec-
onomics and politics of present-day capital-
ism, which to afar larger extent than in the
first World War is being, as Lenin said,
transformed from monopoly capitalism info
monopoly war-state capiialism.

Lenin described this state monopoly cap-
italisn as follows:

. state monopoly capitalism is a com-
plete malerial preparation for Socialism,
the prelude to Socialism, arung inthe lad-
der of history between which and the rung
called Socialism there are no intermediate
rungs.”’ (Lenin-Stalin, 1917 p.452.)

Let us examine the main trends of the
changes in capitalist ecopomy in this second
imperialist war.

The present war is causing a general dim-
inution in real wealth in the belligerent .,
countries tar more rapidly than the World
War did—due to the following reasons:

The present war is a “"total war” to a far
larger extent than the World War was. The

war is not being waged only against the en-
emy's army and navy, but also against his
economic resources, and against the whole
people. The devastation caused by aerial
war-fare, which is assuming ever greater
importance in modern war, is greately ac-
celerating,this process of impoverishment.

On the other hand, the war is being wag-
ed not only by armies, navies ond air forces,
but literally by the whole people. The ac-
tivities of the workers in the factories, the
peasants in the fields, the scientists in their
laboratories and the housewives in their kit-
chens, are all subordinated to the war. All
of them, in their way, are contributing
either to success or{ailure in the war.

The present war is much more costly than
the first World War. It costs ever so much
more in the present war to equip an army
which now needs tanks, trucks and aircraft,
anti-tank and anti-aircraft guns, and vast
quantities of machine-guns and automatic
rifles.Not only are armies more heavily arm-
ed, but the weapons themselves cost more
than they did in the World War, not only in
money,t but also in labor time. The cost of
producing a battleship, a gun, a tank or an

t At the end of 1940 England’s expendit-
ure ctmounted to £12,000,000 perday. Ger-
i take the in-
crease in the national debt and two thirds
“of the revenuesdrom taxation as war expen-
diture—amounts to from fiveto five and a
half billion marks per month.




airplane t ismany times higher than it was

‘he first imperialist war. This means that
«.mauch larger part of the labor product in
the belligerent couniries assumes the form
of war materials of every kind and, conse-
quently, a much smaller amount is left avail-
able to replace used up capital and to sup-
ply the individual needs of the civilian pop-
ulation. This gives rise in the belligerent
countries to the necessity of constantly in-
creasing state control of capitalist economy.

1f the bourgeocis state, which represents
the class interests oi the big bourgsvisie as
a whole, allowed the capitalist system to
run‘its own way during tue war, it it aid
not deeply penetrate into the process ot cap-
italist production with a view to controlling
it, the following would result. Prices ofali
commodities would rapidly rise. The Limited
supplies of consumers’ goods would be lar-
gely bought up and hoarded by the well-to-
do classes. The labor power ot the indusirial
workers, the regular reproduction oi which
is essential for the continuous production of
all war materials, could not be maintained
owing to the malnutrition of the workers.
Qutput would rapidly sink, and this would
mean defeat in the war and the acceleration
of the revolutionary crisis at home.

It is therefore in the interests of the big
bourgeoisie to ration, at prices fixed by ine
state, the limited availaple quantities of
consumers’ goods among tne working
people commensurate with the importance
of the work they are doing for the conduct of
tihe war. Workers engaged on heavy work
get more meat and fats tnan other workers,
214 those engaged on the heaviest work get
more than those engaged in heavy work.

This “fair’’ distribution of consumers’
goods also serves to combat the "enemy at
home,"" since it is drilled into the workers'
minds that "'all citizens equally bear the
burdens of the wa:'' and that as far as the
distribution ot food is concerned the work-
ers even have priority over the well-to-ao

t Information from various sources clear-
ly indicates that the average cost of the air-
planes that Great Britain buys in the United
States is no less than 100,000 dols.each.
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classes. But the bourgeoisie can satisfy its
requirements by purchasing the availaple
supplies cf the more costly articles of food
such as game, poultry, fruit, choice vegei-
ables, etc., the sale of which is not conirol-
led, and which the workers cannot afford to
buy. As for clothes,underclothing,footwear,
etc., the bourgeoisie always have supplies
to last them for many years.

If the capitalist state did not intervene in
the distiribution of raw materials in the in-
terests of the bourgeoisie as a whole these
raw materials, in consequence of the an-
archy of the cap talist market, would be
bought up by those capitalist firms that
could pay the highest price for them. Enter-
prises that ‘are directly or indirectly of the
highest imporiance for the conduct of the
war might be left without raw materials.
That is why the state in all belligerent coun-
tries controls raw materialst and distributes
them among the capitalist enterprises com-
mensurate with their importance for the
conduct of the war.#

The state control of raw materials is at the
same time an important method of increas-
ingthe power of capitalist monopoly at the
expense of the medium and-small enterpris-
es, and particularly of the small artisans,
who as a consequence of the shortage of
raw materials brought about by the war are
compelled to give up their—oiten fictitious
—independence and become wage-workers.

fThe control and distribution of raw mat-
erials extends not only to newly produced
materials, but also to old materials that can
be temporarily or permanently diverted
from their hitherto peaceful uses. The iron
gates and fences of parks and gardens, cop-
per and aluminum domestic utensils ,church
bells, etc., are mobilised for war purpos-
es, no less than wastepaper, waste textile
tabrics, etc.

t#The only exception is the United States,
where, owing to the abundance of raw mat-
erials in the couniry, state control has not
been established. The state confinea itself
to'importing and storing lorge quantities of
materials that are essential for war purposss
and are totally ia 1g, or scarce, in the
couniry, Amongthese are tin, mangganese,
copper, antimony, eic.




If the bourgeois state allowed the econ-
omy of the country to run its own way dur-
ing the war the available means of product-
ion in the country would be used to manu-
facture goods that were useless, or of minor
use, for war purposes. The present total
war, however, demands that the whole pro-
ductive capacity cf the country be adapted
to war purposes, the more so that, if the war
lasts along time, the rormal replacement of
used up fixed cagpital will beceme imposs-
ible. Thatis why the state in the belligerent
countiries controls the utilization of the
means of production in the interests of the
big bourgzoisie as a whole, and decides
which articles, and in which quantities,
shall be produced in different enterprises.

The present icial war is causing a short-
age of labor, particularly of skilled metal
workers. If the state in the belligerent coun-
tries allcwed the customary anarchy to pre-
vail on the laber market the capitalistem-
ployers would entice workers away from
each cther by the offer of higher wages.
This would be neither in the interests of the
bourgeoisie as a whole, nor guarantee con-
tinuity in the production of war materials.
Thatis why workers are prohibited from
changing their jobs, and why the state is
distributing labor power.

For the same reason the state is controll-
ing the transport system: cllocating the
available shipping for transporting cargoes
that are most important for the conduct of
the war, controlling railways and motor
transport, controlling exports, imports, etc.

The machinery of state control in wartime
—once it is set in motion in one sphere of ec-
onomic life—must necessarily extend to oth-
er spheres until the whole capitalist econ-
omy is brought under state control, and
monopoly capitalism is {ransformed into
monopoly war state capitalism.

ligerent couniries is increased by the
break-up of capitalist world economy
into a few large and more or less isolated
paris. The continent of Europe is cut off from
the overseas countries. Japan and her col-
onies and occupied territories are becoming

E he need for state capitalism in the bel-

more and more isolated frem the rest of the
capitalist world. This break-down of inter-
notional commercial intercourse, which is
making itself felt in Europe, too (Great Brit-
ain is cut off from the Scandinavian coun-
tries, which used*to supply her with timber,
celluloss, paper, butter, bacon and iron ore;
hence the shortage of these articles in Great
Britain and the superfluous stocks of timber,
cellulose and paper in the Scandinavian
countries), increases the necessity of state
control of the short, or overabundant, sup-
plies of goods.

Consequently, the development of state
monopoly in wartime is not confined to the
belligerent ccuntries, but extends also to
the neutral countries. Cut off from their
usual export and import markets, restricted
by the econcmic war regulations in the big
capitalist ccuntries, and their economy dis-
located by extensive armaments and partial
mobilisation, the neutral capitalist countries
are also compelled to introduce state control
and to ration the consumers’ goods'of which
there is a shortage.

For otherreasons state intervention takes
place in the overseas agraricn countries.
In Argentina the state buys maize at 45 pe-
sos per ton and sells it to the railways at 20
pescs per ton to be used as fuel in place of
coal, because it is now difficult to obtain
coal from Europe. In that couniry there are
superfluous stocks of flax seed, in Brazil
there are superfluous stecks of cotfee, ete.

The war monopoly s'ate capi'alism of the
big imperialist countries is not eonfined to
its own countries, but extends {o other coun-
tries in various ways. For exemple, the Brit-
ish government has bought the whole of the
wool clip in Australia, New Zealand and
Sowuth Africa, the whole of the cotton crop in
Egypt, the whole of the cocca crop in the
French colenies that are controlled by de
Gaulle, etc.

The economy of the Uniled States is being
largely adjusted to meet Great Britein's wer
requirements. Germony nctonly controls
the economy of the cccupiec territories, but
exercises far-reaching infltence on the ec-
cnomy of countries like Hungary, Yugosla-
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via and Rumania. She enters into contracts
with those countries for the cultivation and
delivery of oilseeds at prices tixed before-
hand by the respective governments, tor the
delivery of ores, hogs, etc. The govern-
ments also make mutual arrangements as to
the kinds and price of manufactured gobds
Germany is to deliver in payment, and
also the rates of exchange of their currency.
The organisation of war monopoly state
capitalism calls for an immense increase in
the state apparatus. Millions of people are
. withdrawn irom the spaere of production to
arrange for and control the purchase and
distribution of toodstufis, raw materials,
manutactured consumers’ goods,machinery,
uuansport iaciilties and lapor power. Thus
ihe state control ot capitalist economy,
which necessarily arises in order ration-
ally to direct the inadequate supplies ot the
elements ol capitalist proaucuon into the
channels necessary tor conducting the war,
diaiectically becomes a 1actor in tne turiner
impoverishment oI tne country.

Under war monopoly stale capitalism the
power of the siate AppPUrdils Over uls 11d1v -
idual worker 1s aimost uaiumited. lae staie
apparatus decides wnere tne worker snall
work, how long he shail work, how mucn ne
shall be paid, how mucn and wnat he shall
eat, what he should or snould noi read, wiat
he should or snould not hear over the radio,
what he may talk about, and whnat he must
remain silent about. l'his power also exiends
over the peasaats, the artisans, the smail
shopkeeper, -and over ail workiag psople.
Thne big bourgeoisie uses this apparatus to
streagtiien its power over e working
people and to sateguard its protits.

To counteract the growing discontent of
the masses the cry has been raised in many
countries taat this time the bourgsoisie must
not make any war profits; war profits must
bs taxed lUU per cent; dividends must be
kept within pre-war limits, etc. Needless 1o
say, the big bourgeoisie, which controls the
state apparatus, has numerous ways and
means ot circumventing these laws that are
passed to pacity the working people.

The state capitalist organisation has been
built up much faster in this war than it was

S

in the first World War. In thelast war the
statesmen in the belligerent countries bank-
ed on a short war; they nad not yet gained
experience and slowly groped tneir way in
thedark. In the present war, they are be-
ing guided by tne experience ot the first
World War and are making the changes
much more systematically, quickly and
determinedly.

The leadership and personnel of the con-
trolling apparatus are not quite the same in
all countries. In the United States and Great
Britain big capitalist magnates are openly
at the head ot the most important war econ-
omic state capitalist organisations: Knud-
sen, former director of General Motors in the
United States,Lord Beaverbrook, and others,
in Great Britain. To weaken the resistance
of the workers to the oppression ot the state
capitalist apparatus, reformist trade union
leaders and labor politicians were extensiv-
ely brought into this apparatus: Bevin, Att-
lee, Greenwood and Morrison in Great Brit-
ain, and Hillman in America. The '‘theory,”
tamiliar to us trom tne Worid War, that war-
siate capitalism 1S a step in the transition to
socialism, is 'war socialism,” nas been re-
vived and put into circulation. Taught by
their experiences of the last World War,
however, the masses ot the workers in the
capitalist countries will have nothing te do

witn this “theory.’

In some countries the apparatus of state
capitalism difters somewhat trom that in the
Anglo-Saxon countries. The capitalists
themselves remain more in the background
and push the military and protessional pol-
iticians, the majority of whom have risen
to the position of the big bourgeoisie, into
the tforeground. Instead of retormist lead-
ers it is these representatives of the ruling
party known to the workers who are per-
forming the function of adjusting the work-
ing class and all working people to the re-
quirements of the war and to the interests of
the imperialist bourgeoisie.

Thus, all along the line we see the two-
fold function of war monopoly state capital-
ism: to organise and centralise all the eccn-
omic resources of the country for war



»
against the external enemy; and to organise
all the forces of the bourgeoisie andof its
State against the ‘enemy at home,'’ against
the revolutionary working class and the
masses of the working people.

Important though the role of the present
war in the development of state capitalism
may be, it would be quite wrong to attrib-
ute this development entirely to the war.
Its roots lie tar deeper. The war is merely
accelerating and extending the trends that
have been operating throughout the period
ot the general crisis ot capitalism.

« The methods by which the bourgeocisie
utilizes the state have undergone consider-
able change since the bourgeoisie has been
in power.

At the time. when, with the assistance of
the masses ot the working people, the bour-
_geoisie overithrew the teudau state and re-
leased the productive forces of society trom
the tetters of reudalism, it restricted the
functions of tnhe state mainly to the protect-
ion ot private property. l'his was tne period
ot the predominance of tne ''Manchester
Scnool,”’ ol iree wrade, waen the theory that
predominated amorng tie bourgeoisie was
tnal the siale must not intertere 1 capitalist
economy.

This was the period of the rapid expan-
sion of capitalist markets, when tne contra-
diction between ine unumited tendency of
capital to expand and the relatively limited
consuming capacity ot capitalist society
found expression iu periodical crises of ov-
erproducion. On the whole, in this period,
capital could find extensive investment
without the direct assistance of the state.

‘W ith the development of monopoly capit-
alism, the contradiction between the tend-
ency of capital to expand and the limited
consuming capacity of society has asserted
itself more sharply and permanently. The
bourgeoisie cannot eliminate this contra-
diction on a general, world scale; butthe
bourgeoisie in each capitalist country has
tried to utilize the state as a means of elim-
inating it within its own territories. The
theories of the "Manchester School'' gave
way tothe "“theory’ that the state must pro-
tect the economy of the country. Thisex-

plains the efforts of the state to protect the
home market by means of high tariffs, by
monopolizing colonial markets for home in-
dustries, state subsidised dumping, etc.

In the period of the general crisis of cap-
italism the contradiction between the tend-
ency of capital to expand and the limited
consuming capacity has become still mere
acute and chronic. The cyclical process of
capitalist re-production has been disturbed.
The crises of over-production have become
very deep and acute; they are followed by
long periods of depression; the economic
revival is tardy and periods of boom hardly
occur.

The bourgeoisie is no longer capable of
utilising the available means of preduction
to their full capacity; a very large part of fix-
ed capital remains permanently idle. The
bourgeoisie is no longer able to make use of
the fertility of the soil; with the assistance of
the state the crop area is reduced and large
quantities of foodstuifs are withdrawn from
the market and destroyed. The bourgeoisie
is no longer able to employ its wage slaves;
a large section of the proletariat remains
permanently unemployed. The bourgeocisie
is no longer able to transform its profits real-
ised in money form into productive capital;
an increasing share of these profits is ac-
cumulating as idle capital. Capitalist soci-
ety is obsolete; it has become an obstacle
not only to the further development of the
productive forces, but even to their mere
utilisation.

This historical obsolescence of capitalist
society serves as the basis of state capital-
ist development in the period of the general
crisis of capitalism, also irrespective of the
war. Inthis periodthere isa constantin-
crease in armaments. The economic differ-
ence between peacetime capitalism and
wartime capitalism steadily disappears.

““When capitalists work for the
defence, i.e., for the governmeni,
it is obviously no more ‘pure’
capitalism, it is a special form of
national economy. Pure capital-
ism means commeodity product-
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ion. Commodity  production
means work for an uncertain
and freec market. But capitalist
‘working' for the defence does not
work for the market at all, he fills
the orders of the government, and
money is invariably advanced to
him by the treasury.” (Lenin,
Collected Works, Vol- XX, p-236.) 3

The old methods of high tariffs and
dumping are no longer adequate. The
bourgeoisie seeks for other methods of us-
ing the state to help it to utilize its capital.
These methods are very diverse in their
character. We will enumerate only a few of
the most important of them.

The monopoly undertakings that collapse
during a crisis are saved by huge state cred-
its and subsidies,or by the state purchasing
large blocks of their shares. In many large
undertakings private capital is replaced by
state capital, In many cases these ""nation-
alised'’ enterprises are restored to ''private
ownership'’ after a crisis by the government
selling its holdings. In other cases, as in It-
aly, for example, the state becomes the per-
manent principal shareholder of the most
important enterprises in the country.

Undertakings that mcke no profit, but
which arz essential for armament purposes,
or for cartain capitalists, are initiated and
carried out by the state, cs, for excmple,
the building of canals, motsr roads, air-
ways, enterprises for ‘the exploitaiion of
poor iron mines,various chemical works,etc.

State organised social insurance arpro-
priates part of the wagas of the proletariat
that is working and distributec it in the form
of unemployed, sick, disablement benefits,
or old-age pensions, among the non-work-
ing saction, thus relieving capital and lay-
ing the foundation for the legend of the
"social state.” X

In the interssts of the bourgeoisie the
state regulates foreign trade, restricts or
completely prohibits imports of goods that
might compete with the home manufactured
product; at the request of groups of capital-
ists it enters into barter trsaties with other
countries, etc.

7
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Thus, we sce that even betore the out-

break of the new imperialist war there was
a marked development.of state capitalism in
all countries, including old, free-trade
England.
" Naturally, inno country have these state
capitalist measures overcome the restricted
capacity of the home market. Consequently,
their purpose was changed. They wereno
longer directed toward the attempt to ex-
pand the home market—which was shatter-
ed by the inherent laws of capitalism—but
to the end of systematically adjusting pre-
duction to the limits of consumption, of sec-
uring the organised reduction of production
by means of compulsory cartels, the prohib-
ition of the erection of new enterprises, etc
But this merely served to bring out more
strikingly than ever the contradiction that
is characteristic of present day capitalism,
namely, the vast concentration of product-
ion in vast enterprises and the very limited
capacity of the home market of the small
countries. ¢

In the present war the imperialist great
powers are making an effort to eliminate the
chronic contradiction between the limits of
the home market and the high concentration
of capital, which demands enormous mark-
ets, by expanding the economic field, by
absorbing the small countries in their-own
economic area.

e think that the further progress of
\;\} capitalist economy will be on the
5 following lines:
* The longer the war lasts the mcre the bell-
igerent countries will become impoverished
in real wealth: the stocks of Taw materials
and finished goods will become exhausted,
machinery, buildings and railways will be-
come worn out, the fertility of the soil will
diminish. Production will dimizish corres-
pondingly.

To continue the war the belligerent coun-
tries will be compelled to control their
economy still more strictly, toreduce con-
sumption on the part of the working people
still further, and compel the proletariat to
make still greater exertions for the victory
of their bourgeoisie. That means that war
monopoly state capitalism will develop still
further. But this will all the more intensify

i



the contradiction between the iwo objasts of madern war capitalism,
between viclory over the external eaemy and the suppression of the
revolutionary forces. Thefirst object, victory over the external en-
emy, can be achieved only by subjacting the working population to
ever increasing burdens and privations. In the effort to achieve this
object, namely, the victory over the external enemy, the bourgeocisie
is compelled to pave the way for iis own defeatby the "‘enemy at
home.” As Lenin wrots:

*The dialectics of history is such that the war, by ex!raordinar-
ily expediling the -iransformation of monopoly capitalism into state
monopoly capilalism, has thereby exiraordinarily advanced man.
kind towards socialism.” (Lenin-Stalin, 1917, p.452)

In order to allay,the disccnient of the workers with their condit-
ions during the war, the bourgeoisie is promising them a paradise
—after the war; freedom, democracy, sccialism, large apartments
and private automobiles. But, remembering what happened after
the first World War, the masses of thepeople are very skeptical
about these promises. Such promises cannot dam the rising tide of
resistance of the masses of the People of the revolutionary working-
class movement.

(Reprinted from “International Review', May 1941))
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