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Preface

by
Arghiri Emmanuel

Often in meetings, academic or other; where 1 was to
put the case for my theses on unegual exchange and on
the international exploitation which was its ouicome,
sincere left-wing militants, somewhat at sea, asked the
same question in different forms. I this is the case, if
the preletariat no longer exists in our industrialized
countries, if all, or almost all wage-earners, white col-
lars and blue collars together, have become a labour
aristocracy by definition producing less value than their
wages allow them to appropriate and thus becoming the
ohjective allies of imperialism, which brings them the
supplement, what, then, becomes of the political action
of revelutionary marxists? To whom, te which class, to
which strata of society can they therefore address them-
selves?

This gquestion wisibly worried them as much as it
troubled me. For it is not exactly easy to say to those
who nave committed their lives to a cause and whe hawve
already sacrificed part of it therete, that they have
guite simply mistaken their side,

This is the question to which the members of the
"Kommunistisk Arbejdsgruppe” have replied in this book,
One must, they say, gquite simply, put oneself at the
service of the classes which have an interest in overs

throwing imperialism, "... no matter where they are
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geographically". This is clerarer and more distinct than
anything that 1 have been able to mumble in answer
here and there to my wvarious questioners.

This reply is three-fold.

In the [irst instance, it asserts that the medern
structuralist tdea of history without actors is unaccepla-
ble. The social revelution is borne aleng by living men.
It is not the forces of production which rise up against
social relationships. The objective internal contradictions
can enly replace one structure by another by mobilizing
the classes which have an interest in this change. With-
out that, there is but one alternative to socialism: bar-
bary and generalized chaos.

It is precisely because of the impossibility today of
tdentifying these classes that the theory of a revolution =
withiout revolutionaries has been able te germinate in
the minds of a part of the intelligentsia in our indus-
trialized countries. It would have sufficed to place one-
self at a point where ome viewed the world as a whole
to see that these wvectors exist.

Therealter, it reminds ws that teday the reveolution is
of necessity anti-imperialist. In the borderline case a
social revolution in any of the countries of the centre,
supposing even that this could take place, would not
lead to socialism but to social-imperialism. On the other
‘hand, an anti-imperialist wvictory in the Third World,
even without a direct socialist content, would indirectly
‘open the way to secialism if only by the impoverishing
m re-proletarizing of the centre.
© Newertheless, the surest way would be a break by the
._ developed countries both with the capitalist system
wally by means of planning and with imperialism




externally by the elimination of unequal exchange. The
first is an internal matter, the second tmplies that these
countries act in concert internationally.

Finally, this thesis shows that, while the conflict s
international, that does not necessarily mean that it is
a conflict of nations. It remains a class conflict.

But classes can only fight where they exist, not where
they do not exist. Now, as a result of some historical
changes which Marx could not forecast, classes are ne
longer distributed "geographically” today, according fn_r
the classical intra-national model. The proletariat, the
true party to the cause of the socialist revelution, has

b
§
!

practically disappeared in the affluent countries of the
centre. It continues to exist in the periphery.

Thus, when the people of El Salvader revelt, it is
primarily against their local exploiters that they turn,
and the Ffact that by fighting them they are led to fight
their external allies at the same time in no way changes
the classical schema of the class struggle. What dees
change is that these allies of the capitalists in El Sal-
vador are no lenger only, and not even to any great 1
extent, the capitalists, but also, and above all, the
working class in the United States. )

Of course this does not mean that all the conflicts in

the world are dependent on the class struggle. There
are major conflicts: the struggle of the Palestinians
against Zionist colonization, that of the lrish Catholies
against another type of "white settlers”, that of thi
Blacks in South Africa against apartheid ete., %
have nothing to do with the class Et—rugglt".--l'.
does mean that any class struggle in which the

issue at stake is the socialist transformatic
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inevitably transcends the national lewvel and directly
implies an anti-imperialist commitment.

On the other hand, nor does this mean that the wor-
kers: and the capitalists of the imperialist centre have
straightened out everything which separates them. But
what separates them is no lenger an antagenistic opposi-
tion, that is to say, an opposition which can only be
resolved by going beyond the existing system: it is an
opposition between partners for the sharing of the spoils
in the [ramework of the system. This i8 the very mean-
ing of reformism. They are therefore natural allies in
any outcome in which it is a gquestion of confronting the
suppliers of these speils.

It is not a question of political immaturvity of the
masses and betrayal by the leaders. 1t iz a question of
the contrary: an awareness on the part of the masses of
their true interests, No class in the imperialist countries
has a stake in the overthrow of imperialism.

The fundamental process remains the same: "Accumula-
tion of wealth at one pole is at the same time accumula-
tion of misery at the oppesite pole" (infra p. 55). But
instead of taking place "internally" today this process
takes place "“internationally”. The 'zero-sum game", the
condition for the frreducible antagonism, has moved from
4 national to an international level, whereas within the
imperialist centre a "positive-sum game" unites the clas-
sés over and above their oppositions.

Must we conclude that imperialism, far from being a
“stage of capitalism', is a prerequisite therefor, accord-
ing to some theses (Serge Latouche) im circulation at the
mament? Sheuld we go as far as to say that the destruc-
Mlon of imperialism would mean ipso facto and automati-
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cally the collapse of capitalism by the simple disappear-
ance of the necessary condition of its existence?

Certainly not. | would even say that 1 do not see the
meéaning which these theses could have when it is a
question of capitalist countries which are subject to im-
perialism instead of practising it. Should we then admit
that imperialism precedes and gives rise to capitalism in
the two directions, both as repards its beneficiaries and
ite wvictims? Much more conventlonally, Bill Harren2 only
speaks of the “pioneering" of imperialism in the coun-
tries dominated and expleited by it, where it is a
question of an acceleration of the spread of the capital-
iet relationships already existing in the centres of impe-
tialism: But, in both cases, how can we explain the
fact that capitalism has developed in Latin America and
in lndia much less than in ‘Spain or in Greece?! None of
these countries have practised imperialism and the last
two have certainly been less subject to it than the
first.

These theses only take on a definite meaning if one
restricts the definition of capitalism to reduce it to its
special case, that of over-developed capitalism.* Then,
yes, naturally, it is easy to understand that without
imperialism abroad capitalism would never have been ca-
pable of ensuring the masses at home the affluence of
the countries of the centre. Depriving these countries of

* Not to be confused with Lenin's concept of "over-ripe”
capitalism. The latter concerns development of contradic-
tions beyond the point where they can be managed with-
in the framework of the system. The former concerns de-
velopment of the productive forces locally and beyond
what capitalism, as a world system, can and did effee=
tively achieve in a world scale.
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the fruits of imperialism would not automatically over-
throw capitalist relations in general in these countries,
but would put an end to this aberrant, atypical, nen-
antagonistic capitalism which is the consumer soclety
and, as a result, would put the normal process of the
class struggle, which will destroy these relations, back
on the rails.

This, rather crudely summarized and imperfectly inter-
preted, seems to be the position of the authors. But the
latter have not been satisfied with producing a formula;
they have inferred a line of political action from it and
are themselves personally committed to it. They practise
the ‘geographical delocalization" about which they
speak. They have crossed the front lines and have put
themsealves at the service of the organized revalutionary
movements in the South. The structure of this book re-
flects the progress of their praxis, as | have been able
to witness it through personal contacts which 1 have
had with them. Firstly “to know the world, then to
transform it. But .,. to know the world as it is today
and not as it was in Marx's time and nevertheless te do
this by using the macxist method.

It is not wvery easy for me to judge the First part,
that deveted to reflection. lts convergence with my own
ideas is such that 1 am inhibited for fear of being
partial. But 1 admire the second part deveted to their
action. Not only, and not so much for the courage that
that Implies and the tasks inherent to this type of ad-
venture. But especially for the amount of moral courage
that '‘ene has: to have if one is not to be content with

giving up one's own illusions but tries to dissipate




~ those of others by striking head on at the
thinking which is so widespread, so conventional :
“respectable’ as that of the present generation of
left-wing idealists in our industrialized Eﬂunitiﬁ







But, if constructing the future and settling everything
for all times are not our affair, 1t is all the more clear
what we have to accomplish at present: I am referring
to ruthless criticism of all that exists, ruthless both in
the sense of not being afraid of the results it arrives
at and in the sense of being just as little afraid of the
conflict with the powers that bke. ... In that case we do
not confront the world in a doctrinaire way with a new
principle: Here is the truth, kneel down before it! We
develop new principles for the world out of the world's
own principles. We do not say to the world: Cease your
struggles, they are foolish; we will give you the true
slogan of the struggle. We merely show the world what
it is really fighting for, and consciousness is something

that it has to acquire, even if it does not want to.

(Marx, Letter to Ruge, September 1843)






I
Introduction

THE PURBGSE OF THEORY 15 PRACTICE

The function of theory is to be the basis and guidance
of our practical conduct. Without an analysis of reality,
practice becomes erroneous or marked by accidental oc-
currences. Whereas a correct understanding of reality
makes a rational and efficient action possible.

The basis of our wview of the world is our experience,
our practice, and ocur studies. The purpose of this book
is to make clear our theoretical basis and thus streng-
then our practice.

Therefore, a revolutionary theory should not only de-
scribe the world, but should identify the revolutionary
classes and be framed so as to form the basis of a
strategy for action and be a direction of what actually
ought to be done. !

The theoretical and practical work and their interac-
tion are the basis of the work of a revolutionary crgan-
ization. Without practice, theory loses ils sense, u.nd_
without theory, practice loses its direction and becomes
accidental.
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MARXISM - DIALECTICAL MATERIALISM

The preparation of a theoretical basis - and the conse-
quential practice - must start from an analysis of real-
ity, from a realization of what the world te be changed
actually locks like and how it functions. Marx's theory
with itz materialist view and dialectical method applied
to the concrete reality offers the best prerequisites of a
realization of reality. Marx turned the study of society
and its development into a science. Marxism is a method
for the investigation of economic and social conditions
which regards things as they are: constantly developing
and constantly changing. The world has developed enor-
mously since Marx and Lenin. Therelore, a [ossilized
and idealistic application of Marxism would prevent us
from understanding capitalism as it appears today. Fol-
lowers of Marxism must free themselves from dogmatism
and wishful thinking and use the Marxist method when
studying concrete reality.

The tendency to change Marxism into a religious dog-
ma which should only be learned, remembered, and
practiced, and from which indisputable truths ecan be
inferred, is just as old as Marxism itself. Marx and
Engels fought against this tendency, against those who
"only make the materialist conception of history a pre-

text for not studying history".

ANALYS1S OF THE ECONOMIC CONDITIONS 15 FUNDAMENTAL

In the Marxist cense, an analysis of reality means first

and foremost an analysis of the basic economic condi-
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tlons, of the development of the productive forces, of the
conditions of production. Because these basic economic
conditions determine social, <class and political condi-

tions.

The materialist conception of history starts from the
proposition that the production of the means io support
human life and, next to production, the exchange of
things produced, is the basis of all social structure;
that in every society that has appeared in history, the
manner in which wealth is distributed and society di-
vided into classes or orders is dependent upon what is
produced, how it is produced, and how the products
are exchanged. From this peint of view the final cau-
ses of all social changes and political revelutions are
to be sought, not in men's brains, not in men's better
insight into eternal truth and justice, but in changes
in the modes of production and exchange, They are to
be sought not in the philosophy, but in the economics
of each particular epoch.

(Engels, Socialism, MESW, p. 411)%

However, this does not mean that the economic condi-

tions are the only determining factors. Engels writes:

ficcording to the materialist conceptien of history, the
ultimately determining element in history is the pro-
duction and reproduction of real life. More than this
neither Marx nor 1 have ever asserted, Hence if some-
body twists this into saying that the economic element
iz the only determining one, he transforms that prope-
sition into a meaningless, abstract, senseless phrase.
The economic situation is the basis, but the various
elements of the superstructure - political forms of the
class struggle and its results, to wit: constitutions
established by the victorious class after a successful
battle, etc., juridical forms, and even the reflexes of
all these actual struggles in the brains of the partici-
pants, pelitical, juristic, philosophical theories, reli-
gious views and their further development into systems
of dogmas, also exercise their influence upon the
course of historical struggles and in many cases pre-
ponderate in determining their form. There is an inter-
action of all these elements in which, amid all the

* GSeg Bibliegraphy for full references.




endless host of accidents (that is, of things and events
whese inner interconnection is so remote or so impossi-
ble of proof that we can regard it as nonexistent, as
negligible) the economic movement finally asserts itself
as necessary. Otherwise the application of the theory
to any period of history would be easier than the solu-
tion of a simple equation of the first degree,

We make ocur history ourselves, but, in the First
place, under very deflinite assumptions and conditions.
Among these the economic ones are ultimately decisive.
But the political ones, etc., and indeed even the tra-
ditions which haunt human minds also play a part, al-
though not the decisive one.

(Engels, Letter to Bloch, MESW, p. 417.)

THE MAIN SOCIAL CONTRADICTION

Marx and Engels discovered that the cause of social de-
velopment and social upheavals is the economic condi-
tions, the contradiction between the development of the
productive forces and the limits which the conditions of
production set to this development. In A Contribution to
the Critique of Political Economy Marx writes:

At a certain stage of their deévelopment, the material
productive ferces of society come in conflict with the
existing relations of prodiction, or - what is but a
legal expression for the same thing - with the property
relations within which they have been at work hither-
to. From forms of development of the productive forces
these relations turn into their fetters. Then begins an
epoch of social revolution. With the change of the eco-
nomic fdundation the entire immense superstructure is
more or less rapidly transformed. In considering such
transformations a distinction should always be made
between the material transformation of the economic
canditions of production, which can be determined with
. the precision of natural science, and the legal, politi-
¢al, religious, aesthetic or philosophic - in short,
~ Mdeclogical forms in which men become conscious of this
conflict and fight it out. Just as our epinion of an
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individual is not based on what he thinks of himself,
so can we not judge of such a period of transformation
by its own consclousness; on the conlrary, this con-
sciousness must be explained rather from the contra-
dictions of material life, from the existing conflict
between the social productive forces and the relations
of production. (Marx, ep. cit., MESW, pp. 181-2.]

THE RELATIONSHIP BETWEEN
CONSCIOUSNESS AND BEING

The history of all hitherto existing soclety is the his-
tory of class struggles.

Freeman and slave, patrician and plebeian, lord and
serf, guildmaster and journeyman, in a word, oppres-
sor and oppressed, siocod in constant opposition to one
another, carried on an uninterrupted, now hidden, now
open fight, a fight that each time ended, either in a
revolutionary re-constitution of scciety at large, or in
the commen ruin of the contending classes.

{Marx & Engels, Communist Manifesto, MESW, pp- 35-6)

The class struggle is the motive power of history. Man
creates his own history. But what determines man's mo-
tive or rather the motive of the masses? What provokes
the clashes of the struggling classes? The answer 1i8:
their conflicting ecenomic interests.

About the relationship between being and consclousness i
Marx writes:

In the social preduction of their life, men enter into

definite relatlons that are indispensable and indepen—

dent of their will, relations of production which cor-

respond to a definite stage of development of their

material productive forces. The sum total of these rela-
tiens of production constitutes the economic structure

e ]

of society, the real foundation, on which rises a le
and political superstructure and to which correspond
definite forms of social consciousness. The mode of pri

duction of material life conditions the social, politie



and intellectual life process in general. 1t is not the

consciousness of men that determines their being, but,

on the contrary, their social being that determines
their consciousness.
(Marx, Preface to Critique..., MESW, p. 181)

Of course, a change does not take place without being
wanted. Without this desire, anger, and indignation it
is not possible to organize the subjective forces of the
revolution, who are to carry out the change. But it is
important te maintain that revelutions do not primarily
occur because people want them. Revolutions occur as a
result of a necessity in the social development, - a
development which can be restrained or encouraged by
the social eclasses, but not terminated. By this we do
not mean that historical development is just one big me-
chanic, objective necessity, that the subjective forces of
the revolution and the classes do not play any part in
the development of history. On the contrary, it is
through these that the objective necessity stands out.

Ultimately, the economic conditions force the oppressed
into revelutionary action. Thus it is primarily the fact
that they cannot live under the prevailing conditions
which makes them revolt. Secondly, it {s the fact that
they do not want to. It is not pessible to convince a
class of the necessity of soctalism if there is no eco-
nomic background to this.

Thus it is not by chance that revolutionary upheavals
have taken- place in Russia; China, Cuba, Algeria,
Southern Africa etc., and not in the United States or
Western Europe. Neither is it accidental that today's de-
sire for a change, for socialism, has gained much more
jiround in the Third World than in the United States and
Western Europe. This is due to a fundamental difference
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in the objective economic conditions in the two parts of

the world.

THE POPULATION OF THE WORLD
IS DIVIDED INTO RICH AND POOR

The present economic world order is characterized by a
division of the world populatien into rich and poor clas-
ses, mainly appearing &s a division inte rich and peor
countries., This division is a consequence of the develop-
ment of capitalism during the last one hundred years,
when the growth of capitalism has been determined by
this continuous polarization. The growth, wealth, and
social welfare of the imperialist countries are inexirica-
bly bound up with the wretched poverty of the Third
World. Imperialism constitutes these two aspects of the
same economic system. The fact that, generally speak-
ing, the capitalist world is divided inte rich classes in
the imperialist countries, and - a small privileged up-
per class apart - poor classes im the Third World, can
hardly be explained away or denied. The historical
facts and the material conditions of teday's werld speak
for themselves.

In 1978 the Werld Bank queted the gross national
product (GNP) per capita of the 18 richest capitalist
countries, which include Denmark, at $8,070.* In the so-
called medium income countries, average gross national

product per capita was $1,250, and in the 38 poorest

* Throughout this book, the § symbol indicates United
States' dollars: and the term "billion" is used in its
American sense, i.e. one billion = 1000 million (a Euro-
pean milliard).
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countries it was 5200, In other words, the GNP per capi-
ta of the richest countries is 5.5 times as high as that
of the medium income countries, and 40 times as high as
that of the poorest countries. -

The difference between the rich and the poor countries
is worse than ewver. The rich imperialist countries with
enly 25 per cent of the total population of the world
dispose of 83 per cent of the GNP of the werld. They
consume 75 per cent of all enmergy, 70 per cent of all
cereals, 92 per cent of all industrial products, and use
89 per cent of all education offered in the world.

FAQ has made a conservative estimate that 450 million
people of the underdeveloped countries suffer from seri-
ous under-nourishment, which means that they starve.
Several hundred million other people in the Third World
suffer from pgeneral under-nourishment and malnutrition.
The per capita consumption of animal protein is 6 times
as large in the industrialized countries as in the under-
developed countries. The consumption of fat is 4.5 times
larger, of cereals 2.3 times, and of milk & times larger.

UNESCO has made an estimate that in 1980 there were
about 820 million illiterates in the poor countries, which
means three out of ten adults. This figure does not in-
clude theose millions of children who do not attend scheool
today and who will eventually join the masses of illite-
rates. ThE richest fifth part of the world, i.e., 20 coun-
tries with 21 per cent of the total populatien of the
*'dbwl«d, spend 50 times more on education per capita than
- the poorest fifth part, i.e. 26 countries with about 23
"“*,.l'ﬂnt of the total population of the world,

Th 'k'l'uﬂth- situation in the exploited countries also
t -'#_-'-f_h'i' gulf between the rich and the poor coun-
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tries. Accerding to WHO, more than one thousand million
people or 25 per cent of the total population of the
world live in conditions so bad that their llves are
threatened. Seventy per cent of the children in the un-
derdeveloped countries suffer from infectious diseases
and parasites. Infant mortality in the rich countries
varies between 10 and 20 per 1000 live births. In Africa
the figure is 150-200 per 1000, In Asia it is between 100
and 150 per 1000 and in South America between 30 and
170 per 1000 live births.

Of the more than 122 million children born annually
in the Third World, 10 per cent die before they reach
the age of one year, and a further 4 per cent before
they are five years old. ©On 'a world scale, about 18
million children under five years of age die each year.
Seventeen million of them, f:e. 95 per cent, die in the
underdeveloped countries. The risk of dying before ado-
lescence is one to forty in the rich countries, one lo
four in Africa as a whole, and one to two in eertain
African countries. The expectation of life at birth is 72-
74 vears in the rich countries. In the poor countries,
the average is 50 years but in certain parts of the
world less than 40 years.

To sum up, the present situation of the poor countries
can be described by the following figures (1980):

Under-nourished {under the necessary
energy and protein level, l.e. starvingl: 570 millions

Adult illiterates: 820 millions
Totally without hospital facilities: 1,500 millions
Annual income under $30: 1,300 millions,

Life expectancy under 60 years: 1,700 millions

T
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THE CONSEQUENCES OF
THE PRESENT WORLD ORDER

1f the present is tragic, the future looks even worse.
The total population of the world is estimated at about
4,400 million people, of whom 75 per cent live in the
underdeveloped countries. In the year 2000 the total
population will reach about 6,400 millions. More than 90
per cent of this increase in population will occur in the
poer countries, which means that 80 per cent of the
world's populatien - 5,100 million - will be living in
the poor part of the world in the year 2000. Four out of
five will live in the underdeveloped countries.

Estimates made by the United Nations show that the
GNF per capita in the year 2000 will be at a world
average of about $2,311 (im 1975 dollars). This means a
global increase of 53 per cent compared with 1975, But
the increase will not be equally distributed. The GNP
per capita of the industrialized countries will increase
to about $8,500, whereas the GNP per capita of the un-
derdeveloped countries will remain at less than $590 on
average. Thus in the year 2000, the average income per
capita in the industrialized countries will be 14 times
as high as in the underdeveloped countries. If we com—
pare the GNF of the ten richest capitalist countries with
that of the underdeveloped countries, the difference is of
the order of 20. All this means that the gulf between
the rich and the poor countries will become twice as
‘wide during the next twenty wears. In 1975, the average
difference in the GNP per capita between rich and poor
uniries was about $4,000, in the year 2000 it will be



about $8,000. The gulf which separates rich and poor
today, and which seems so bottomless, will in only 18
years be twice as wide, {f the present world erder con-
tinues.

The profound economic, social, and political crises
which the Third Werld is now experiencing, and which
cannet be resolved within the imperialist world order,
will inevitably result in profound revelutionary changes
in the individual countries and in the relationship be-
tween the rich and the poor countries. The crisis in the
Third World has resulted in a demand fer socialism and
for a warld order which advances development in the
exploited countries and reduces inequality in the world.
This demand will gain strength during the coming years.

Below we shall deal with the historical background of
this division of the world inte rich and poor countries
{classes). We shall describe how the rich imperialist
countries exploit the poer countries, and how this has
influenced economic development in the poor and in the
rich countries, and we shall outline how this has afleci-
ed the struggle for socialism on a glebal scale.

We have in our account concentrated on "unegqual ex-
change” and its consequences, as we consider this to be
the most important mode of imperialist exploitation. By
the same token, world trade has become the main subject
of our analysis. Consequently, the economies of the
socialist countries will only be touched upon superfi-
cially, because their foreign trade is relatively small
compared to that of the capitalist countries. In the



global struggle against imperialism and for socialism,
socialist countries play an important role as counter-
weight against imperialism in the struggle of the op-
pressed masses in the poor countries. This role of the
socialist countries in the world economy is a question of
great importance, te: which we will return in our future
writings.

In the fellowing we shall deal with the most important
general lines., Undoubtedly, there are situations and
exceptions which ‘our representation does not cover.
Thus, this is neither an adequate historical aceceunt nor
any profound analysis of capitalism: it is rather an
outline of some general features which we consider im-
poertant for the understanding of the development and
function of imperialism, ‘




Il
The Historical Background of
Unequal Exchange

THE DEVELOPMENT OF CAPITALISM
IN THE NINETEENTH CENTURY

The first tendencies towards a division of the world into
a rich imperialist part and a peor exploited part can be
seen in the second half of the nineteenth century. As
garly as at that time it seemed as if the capitalist mode
of production was about to be played out as a progres—
sive [orce. The capitalist world was shaken by ever
more serious econemic crises at ever shorter intervals.
The social consequences of those crises made the spectre
of Communism haunt Europe.

However, imperialism and the consequential divisien of
the world into vich and poor countries {classes) offered
new conditions of growth for capitalism. The crisis was
overcome and capitalism developed as never before. The
spectre of Communism was exorcised. Marx's and Engels'
ideas about the potentialities of capitalism were turned
upside down by this. Below we shall discuss in detail
the contradictions which led to the capitalist crises =

and what resolved them around the turn of the century.
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BRITAIN'S INDUSTRIAL MONOPOLY

The external precondition of Britain's growth as a capi-
talist country was a commercial empire which resulted in
the foundation of a world-wide colonial empire. Britain
became the centre of world trade, and an industrial
division of labour developed in relation to overseas
countries, They supplied the raw material to British in-
dustry which in return supplied the finished products.
Britain became the workshop of the world, and her in-
dustry expanded in an international vacuum created by
the British navy. Thus the monopoly of the international
market gave Britain a similar monopoly of industrial
manufacture, a monopoly which Britain held during the
first half of the nineteenth century.l

During this initial period British capitalism developed
at the expense of handicraft nationally as well as inter-
natienally, which meant that British industrial goods
were comparatively cheaper - British industry was able
to sell all the goods that it could produce.

THE CONTEADICTION PRODUCTION - CONSUMPTION

Already qn the 1840s capitalist Britain was marked by
crises. These appeared as overproduction, which was a
result of the contradiction production-consumption. This
contradiction characterizes the capitalist mode of produc-
tlon. The capitalists produce only to increase their
W Il-pilnl. In order to achieve the highest rate of profit
o '_ sible the capitalists will nlwm_.rs be forced to increase
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production, te introduce new technolegy and to throw an
ever increasing number of articles into the market.

But the extent of the population’s consumption is lim-
ited by the laws set by capitalist expleitation. On the
one hand the capitalists fight to keep wages as low as
possible to achieve the highest rate of profit possible.
On the other hand wages represent a considerable part
of the demand which is to yield the profit when the
goods are sold.

Thus the capitalist mode of accumulation tends to ruin
its own market. If the capitalists increase the wages,
they will limit their own potential profit - and if the
wages are lowered, the market will be limited. In both
cases the capitalists will cease making investments. In
the first case they will not have the capability, and in
the second they will lack the incentive of a market able
to buy. About this Engels writes:

We have seen that the ever-increasing perfectibility of
modern machinery is, by the anarchy of secial produc-
tion, turned into a compulsory law that forces the in-
dividual capitalist always to improve his machinery,
always to increase its productive force. The bare pos-
sibility of extending the field of preduction is trans-
formed for him into a similar compulsery law. The
enormous expansive force of modern industry, compared
with which that of the gases is mere child's play,
appears to us now as a necessity for expansion, both
qualitative and quantitative, that laughs at all re-
sistance. Such resistance is offered by censumption, by
sales, by the markets for the products of modern in-
dustry., But the capacity for extension, extensive and
intensive, of the markets is primarily geverned by
quite different laws that work much less energetically.
The extension of the markets canrot keep pace with the
extension of production., The collision becomes inevita-
ble, and as this cannot produce any real solution so
long as it does not break in pieces the capitalist mode
of preduction, the collisions become periodic. ..
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Capitalist production has begotten another "vicious
circle". {Engels, Socialism, MESW, p. 419.)

MARX & ENGELS ON THE
POTENTIALITIES OF CAPITALISM

As early as in the 1840s Britain was marked by such
crises of overproduction. On the one hand the rapid
accumulaton in the first decades of the century meant an
enormous increase in the capacity of the production
apparatus. On the other hand the low wages meant a
reduction of the domestic market. lnternationally, French
and American industry began to be competitive. Industry
no longer competed with handicraft only. The competition
among the capitalists themselves became the most 1mpor—
tant.

This initial period of the development of industrial
capitalism resulted in a revolution of the productive
forces and an ennfnmua increase in productivity. The
advance from spinning-wheel to spinning-machine, from
hand-loom to power-loom, the invention of the steam
engine, the introduction of the railways ... increased
productivity enormously. However, this increase in pro-
ductivity did not in any way mean better conditions for
the working class - on the contrary. During the whole
period wages were near the physiological subsistence
level.”

The contradiction between the still increasing produc-
.ﬂm‘l. and the stagnant tendency in consumption resulted
¢ fall in the rate of profit - in crises of overproduc-
’E_Il_.piﬁ_ﬂim had only one way in which these crises
| be avoided, and that was to find new markets for




their goods and capital. Capitalism canneot be confined
to one country; according to its very mnature it musl

continuously expand. The Manifesto of the Communist

Party says:

The need of a constantly expanding market for its
praducts chases the bourgecisie over the whole surface
of the globe. 1t must nestle everywhere, sellle every-
where, establish connexions everywhere....

The bourgeoisie, by the rapid improvement of all
instruments of production, by the immensely facilitated
means of communications, draws all, even the most
barbarian, nations into civilisation. The cheap prices
of its commodities are the heavy artillery with which it
batters down all Chinese walls, with which 1t forces
the barbarians' intensely obstinate hatred of foreign-
ers to capitulate. It compels all nations, on pain of
extinction, te adopt the bourgeois mode of prodoction;
it compels them to introduce what it calls civilisation
into their midst, i.e., to become bourgeois themselves,
In one word, it creates a world after its own image.
(Marx & Engels, op. cit., MESW, pp. 38-9.)

Marx also describes how British capital had to seek
outside Britain to find profitable openings for invest-

ments:

The really disquieting feature for England ... is this,
that she is apparently at a loss to find at home a
sufficient field of employment for her unwieldy capital;

that she must consequently lend on an increasing

scale, and similar, in this point, to Holland, Venice

and Genoa, at the epoch of their,decline, forge herself

the weapons for her competitors.” She is forced, by

giving large credits, to foster speculation in other

countries in order to find a field of employment for her

surplus capital, and thus to hazard her acquired

wealth in erder to augment and conserve it. By being

obliged to give large credits to foreign manufacturing

countries, such as the Continent of Europe, she for- |
wards herself the means te her industrial rivals to
compete with her for the raw produce, and thus is
herself instrumental in enmhancing the raw material of
her own fabrics. The small margin of profit thus lsft te
the British manufacturer, still reduced by the constant
necessity for a country the very existence of which I8




bound up with the menopoly of forming the workshop of

the world, constantly to undersell the rest of the

world, is then compensated for by curtailing the wages

of the laboring classes and creating home misery on a

rapidly-enlarging scale. Such is the natural price

paid by England for her commercial and industrial

SUPTemacy.

(Marx, British Commerce, MECW, v. 15, p. 430.)

Thus Marx regarded capitalist development as a cen-
trifugal process. It was the contradictions of capitalism
itsell which caused this process. These contradictions
were manifested by the decreasing possibilities of profi-
table investments in the highest developed capitalist
countries. At the same time more profitable investments
could be made in the ceolonies and in the less developed
countries. This situation led to capital exports. Marx
believed that this would result in capitalism spreading
all over the world. But he did not imagine that this
process would result in a "fixed" division of the world
inte a highly develcped imperialist centre and an ex-
ploited and underdeveloped periphery. Marx thought that
British capital would flow ocut and make the rest of the
world a reflected image of Britain and thus develop glo-
bally the same contradictions which threatened British
cap‘ltﬂlism.'&

The country that is more developed industrially only

shows, to the less developed, the image of its own

future. (Capital, v. 1, p. 19.)

Around 1830 Britain had carried through the initial
stage of the industrial revolution. At that time continen-
tal Europe and the United States had hardly begun their
industrial revolution. These countries did not become a
periphery to Britain. On the contrary British capital
contributed to a large extent to making them highly de-
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veloped capitalist countries. The United States caught up
with Britain a few decades later. Marx believed that the
development in the colonies in Asia and Africa would be
similar. When BEritain had destroyed the original socie-
ties and introduced capitalism, these colenies would
experience a rapid development which would make them
the reflected image of Britain. Abeout Britain's role in

India Marx says:

England has to fulfil a double mission in India, one
destructive, the other regenerating - the annihilation
of old Asiatic society, and the laying of the material
foundations of Western society in Asia....

I know that the English millocracy intend to endow
India with railways with the exclusive view of extract-
ing at diminished expenses the cotton and other raw
materials for their manufactures. But when you have
once introduced machinery into the locomotion of a
country, which possesses iron and coals, you are un-
ahle to withhold it from its fabrication. You cannot
maintain a net of railways over an immenseé country
without introducing all those industrial processes ne-
cessary to meet the immediate and current wants of
railway locomotion, and out of which there must grow
the application of machinery to those branches of in-
dustry not immediately connected with railways. The
railway system will therefore become, in India, truly
the forerunner of modern industry.

{Marx, Future Results, MEOC, pp. 82,B4)

The opening of new markets in Africa and Asia, the
capitalist exports to North and South America would put
off the collapse of capitalism for a while. However, it
would eonly be a short respite; the final result would
merely be an even more intense accumulation which
would lead 10 a new and more intensified crisis of over-
production.

Engels outlines the perspective of capitalist develop=
ment in the following way:




Even in quite barbarous lands the bourgeoisie is
advancing. In Russia, industry is developing by leaps
and bounds and is succeeding in converting even the
boyars inte bourgecis. Both in Russia and Poland serf-
dom is being restricted and the nobility thereby weak-
ened in the interest of the bourgeoisie, and a class of
free peasants is being created which the bourgeocisie
everywhere needs.... - In Hungary the feudal mag-
nates are more and more changing into wholesale corn
and wool merchants and cattle dealers, and conse-
quently now appear in the Diet as bourgesis. - What of
all the glorious advances of "civilisation" in such
lands as Turkey, Egypt, Tunis, Persia, and other bar-
barous countries? They are nothing else but a prepara—
tion for the advent of a future beurgeoisie. In these
countries the word of the prophet is being fulfilled:
"Prepare ye the way of the Lord ... Lift up your
heads, O ye gates; and be ye lift up, ye everlasting
doors; and the King of glory shall come in. Who is the
King of glory?" — The bourgeois!

Wherever we look, the bourgeoisie are making stupen-
dous progress. They are holding their heads high, and.-
haughtily challenge their enemies. They expect a deci-
sive victory, and their hopes will not be disappainted:
They intend to shape the whole world according to
their standard, and, on a considerable partion of the
earth's surface, they will succeed.

We are no friends of the bourgeocisie. That is comman
knowledge. But this time we do not grudge the bour-
geoisie their triumph. We can chuckle over the haughty
lecks which the bourgecis deign to bestow (especially
in Germany) upon the apparently tiny band of demo—
crats and Communists. We have no objection if every-
where they force through their purposes.

Nay more. We cannot forbear an irenical smile when
we observe the terrible earnestness, the pathetic en-
thusiasm with which the bourgecis strive to achieve
their aims. They really belleve that they are working
or their own behalf! They are so shortsighted as to
fancy that through their triumph the world will assume
its final configuration. Yet nothing is more clear than
that they are everywhere preparing the way for us, for
the democrats and the Communists, than that they will
a1 most win a few years of troubled enjoyment, only to
be then immediately overthrown. ...

50 Just lght bravely on, most gracious masters of
Eapital! We need you for the present: here and there




we even need you as rulers. You have to clear the
vestiges of the Middle Ages and of abscolute monarchy
out of our path; you have to annihilate patriarchal-
tam; you have to carry out centralisation; you have to
convert the more or less propertyless classes inte
genuine proletarians, inte recruits for us, by your
factories and your commercial relationships you must
create for us the basis of the material means which the
proletariat needs for the attalnment of freedom. In re-
compense whereof you shall be allowed to rule for a
short time. You shall be allowed to dictate your laws,
to bask in the rays of the majesty you have created, to
spread your banguets in the halls of kings, and to
take the beautiful princess to wife - but do not forget
that

"The hangman stands at the door!"
{Engels, Movements of 1847, MECW, v. 6, pp- 527-9.)

THE NEW MANIFESTATION OF THE CONTRADICTION

Marx's and Engels' predictions regarding the develop-
ment of the colonies and the early collapse of capitalism
did not come true, Mot that their analyses of capitalism
at that time were wrong. At the middle of the nineteenth
century, the capitalist system actually was on the verge
of having exhausted its potentials. The crises arose at
shorter and shorter intervals and assumed an increas-
ingly serious character. The strength and fighting spirit
of the proletariat grew accordingly. What Marx and
Engels could not foresee was that the very fight of the
proletariat for better conditlons became the incentive
behind a global change of the capitalist mode of accu-
mulation, a change which meant a postponement of the
collapse of capitalism. When aggravating crises seemed
to bode its collapse, a development started which offered
renewed growing power and life to capitalism, but based

on transfer of values from abroad.
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From the middle of the nineteenth century the condi-
tions of the European proletariat began to change. For
the first time in the history of capitalism, the capital-
ists had to pay wages above the mere subsistence level.
This first tiny improvement was not primarily a result
of the fight of the proletariat itself. The labour move-
ment was politically weaker than before and Chartism

5 These

had been impaired by cleavage and corruption.
first improvements in wages and working conditions for
the British proletariat were due to contradictions be-
tween the ruling classes,

As mentioned above, Britain had a virtual monopoly of
industrial goods at the beginning of the mnineteenth cen-
tury. This monopoly resulted in extra profits. However,
this profit did not primarily ge to the industrial capi-
talists, and during the first part of the century it
definitely did not result in higher real wages to the
working class either. Paradexically, the extra profits
from the industrial monopoly had mainly gone to the
class of landowners.

By wvirtue of their historically strong position in Par-
liament, the landowners had succeeded in introducing an
embarge on the importation of corn and other agricul-
tural products inte Britain from 1804. This embargo
meant that the landowners could maintain an artificially
high level .of prices for their products. The high prices
meant that the capitalists had to pay the workers com-
paratively high nominal wages just to enable them to
live above the breadline. However, wages were still sub-
sistence wages, and no increase in real wages could be
aeen,
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By this artificially high price of corn the landowners
could secure a considerable part of the extra profits
parned by the British industrial monopoly. So in the
{R40s the industrial capitalists urged to have the Corn
Laws repealed. Together with the working class they
succeeded in repealing the laws in 1846. And the re-
opening of the importation of corn from Prussia especial-
ly and later from the United States did cause a fall in

prices of bread and other food.

Figure 2.1
Real Wages in Britain from 1850 to 1905
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Fellowing the fall in corn prices, the industrial capi-
talists tried to decrease the nominal wages, but the
working class was able te limit the decrease and thus to
obtain an improvement in real wages. This tendency was
further enhanced by the introduction of a ten-hour
working-day, which the working class had been fighting
for for 30 years. It was introduced shortly after the
abrogation of the Corn Laws -as the working class was
unexpectedly supported by the landowners in Parliament,
who thirsted for revenge on the industrial capitalists,

The extra profits of the British industrial monopoly
and the internal fight between landowners and industrial
capitalists thus meant that the wages of the British
working class were increased above the subsistence level
#t which they had so far been kept. -

Towards the end of the century this tenidency was fur-
ther reinforced - now as a direct result of the struggle
of the working class. The working class organized itself
in powerful unions and became integrated inio the bour-
geois parliamentary democracy. Parts of the class suc-
ceeded in obtaining improved wages and working condi-
tions and extended political and industrial rights. This
increase in wages - which oceurred first in  Britain,
later in France, Germany and the other West European
countries — contributed to resolving the profound crises
which capitalism experfenced in the 1870s and 1880s in
Eurcpe. For the wage increases meant an expansion of
the domestic market, growing market potentials and a
Solution to the crises of overproduction. This wage in-
crease and the consequent market expansion took place
without the rate of profit falling below the acceptable
line for capital accumulation. The historical background
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to this was first the incorporation, f.e. the proletariza-
tion and exploitation, of an increasing number af peaple
of the colonial areas into the capitalist system. Not'only
as markets for industrial products as had been the case
before, but now to an increasing extent as labourers or
workers in plantations, mines, and facteries run by
capitalists. But here wages were at a physical minimum
- or below. This ruthless exploitation of colonial labour
was the basis of bigger profits in the colonies comparad
with these '"at home'. Then the movement of capital
within the individual colonial power and its colonies
could gradually result in a tendency towards an equal-
{zation of the vate of profit. Money invested at home
and money invested in the colonies yielded profits aec-
cording to the amount of capital invested. The rate of
profit did not depend on where the capltal was invested
or how much surplus labour it actually extorted from the
workers. The fall in the rate of profit which could be
expected as a result of the rising wages in Europe was
equalized by the increase in surplus labour in the colo-
nies. Surplus labour - extorted from the proletariat in
the colonies - compensated for the fall in the rate of
profit in the "mother countries'. The compensation was
seen by ‘a tendency to an equalization of the rate of
profit.

Globally, this was the beginning of a temporary solu-
tion te the contradiction production-consumption. On the
one hand the capitalisis teok advantage of the increas-
ing wages "at home" and the consequential improvement
of the demand. On the sother hand the low wages in co-

lonial areas secured a high rate of profit.
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The result was a gradual change of the capital flow
within the global capitalist system. Instead of exporting
capital, the highly developed capitalist countries - i.e.
the imperialist couniries - began to absorb capital from
the celonies. Earlier, Capital had tried to medify its
tendencies towards crises by exporting surplus capital,
but now things began to change. The imperialist coun-
tries: could now - as a consequence of the expanding
domestic market - find investments at home for their
capital. Actually, there was not capital enough. Capital
started to flow from the colonies to the imperialist coun-
tries. It is true that British capital exports increased
strongly towards the end of the nineteenth century, but
capital imports - the repatriation of profits - increased
together with exports, so there was no question at all of
capital exports in its proper sense. Therefore, during
this epoch of classic imperialism British capital exports
do not reflect a sitwation in which surplus capital in
the domestic market cannet find profitable openings for
investments.ﬁ Where capitalism had earlier tended to
equalize the difference in development between the high-
ly developed industrialized countries and the colonies by
means of net capital exports, a development now began
which divided the world inte deyeloped and underdevel-
oped - into rich and poor countries. This division af the
world became a historical necessity for continued expan-
sion of the c¢apitalist mode of production, and formed
the basis of a new epoch in capitalist development. It
created a framework which resulted in capitalism being
able to dewvelop. the productive forces at renewed speed.

We would like to stress that this development or ten-
dency starts at the end of the nineteenth century.
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At first, the improvements in wages and working condi-
tions did not radically change the material conditions of
the British working class. The increase in wages by no
means applied to the entire class; they were confined to
the skilled and hetter organized part of the industrial
workers. Compared with today's standard of living in
Eurcope even these workers' conditions were wretched,
But compared to the general conditions during the [irst
half of the century — and compared to the labourers and
slaves in the colenies — improvements in wages, working
conditions and political rights had certainly taken
place. At the beginning of our century, widespread
hunger and distress - as it can be seen in the Third
World today - had disappeared in Britain and the other
West European countries.

Generally speaking, the conditions of the working
class have improved in these countries since at the end
of the nineteenth century. Setbacks and crises have
occurred, but they have been resolved within the frame-
work of the system - and the solutions have led to a
consolidation of the capitalist system in the rich coun-
tries.

Politically the new economic tendency immediately be-
came of greater importance as it changed the conditions
of the class struggle. The economic and political im-
provements which the capitalist class would not at any
price grant during the first half of the century - and
could not possibly grant -at that time - it began to
concede at the end of the century. But absolutely not
voluntarily. The working class in Eurcpe and in the
United States won their economic and pelitical improve-
ments through hard industrial and political fights with
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the bourgeocisie. Earlier improvements of working class
conditions questioned the wvery existence of capitalism.
Now it became possible to obtain considerable improve-
ments within the capitalist framework, because these
improvements were paid for by the exploitation of the
population in the colonies.

The difference in wages of the workers in the colonies
and in the imperialist countries resulted in cheaper and
cheaper products from the colonies, while products from
the imperialist countries became increasingly expensive.
In this way a new mode of imperialist exploitation
arose: Unequal exchange - the exploitation of the poor
countries through trade with the rich countries. The
economic importance of unequal exchange has grown pari
passu with the differences in wages between rich and
poer countries. This method of exploitation becomes
prevalent after the Second World War as a consequence
of the very substantial wage increases in Western Eurcpe
and the United States. At the same time the decoloniza-
tion meant an inereased trade with the poor countries,
This trade resulted in an intensified exploitation of

these countries.

THE DEVELOPMENT OF THE UNLTED STATES OF AMERICA
FROM COLONY TO ADVANCED CAPITALIST POWER

The rapid development of the United States illustrates
well one of the most important factors for the develop-
ment of capitalism - a large domestic market.

The development of the old European colonies was
curbed by the change in the capitalist development, with
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the exception of the settler coleniés in Nerth America,
Australia and MNew Zealand. They broke away from Euro-
pean dominance and experienced a rapid development
from relatively underdeveloped colenial societies to de-
veloped capitalist societies. This change tock place in
the course of less than one hundred years.

There were several reasons why the colonization of
North America in the seventeenth century was so diffe-
rent from the ceclonization of South America a hundred
years belore. The Spaniards and the Portuguese came
from feudal systems. They arrived in ceoats of mail to
conquer and plunder the rich societies they met. After
the first stage of plundering, they built up an economy
based on large estates, characterized by feudalism where
labour mainly consisted of slaves.

The colenists in MNorth America were quite different.
Most of them were people of humble means: in the first
stage during the seventeenth and eighteenth century
mainly proletarianized artisans and farmers. They were
the result of economic and political revolutions in
Europe. Civil wars and international conflicts in Europe
had disrupted their old life. Often they were people who
had been persecuted because of their political or reli-
gious conviction. They had often been fighting for libe-
ral ideas and religious freedom, and were determined to
keep and defend these i{deas in their new country. A
part of the ideclegical basis of the later American revo-
lution can be found in this. The revolution resulted in
the settlers breaking away from Britain.

The settlers went out to establish themselwes as small
farmers and artisans. They wanted land and they
wanted to stay. In this way the settlers played a dual
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role in relation to the colonial powers. On the one hand
they were the agents of these powers, the proper colo-
nizers. They administered the colonies and suppressed
wholeheartedly any resistance on the part of the cole-
nized. On the other hand they were opposed to their
earlier native country, to colonialism; because they
wanted all the colonial plunder themselves. They com-
peted with their “mother - country" for the plunder from
the exploitation of the colonized people and the riches of
their country. Thus they were competitors of colonialism
and later of imperialism. In that sense the settlers was
an anticolonial and antiimperialist element.

Thus the settlers lost their economic, pelitical, and
religious affiliation to the "mother country". From the
point of wview of the European trade capital they were of
little use.’ They did not produce any raw materials
which could be sold in Europe. Neither did they buy
European goods te any appreciable extent, since they
produced their own necessities. The industrial capital in
Britain found the settler colony to be wuseless and
dangerous - dangerous because it might become a com-
petitoer. The contradiction between colony and ceolonial
power was intensified when Britain introduced protection-
ist rules concerning MNorth America at the beginning of
the eighteenth century.

British mercantilism tried to maintain its monopoly of
all trade 1o and from North American colonies, This
resulted in a conflict as the Northern States produced
many of the same products as the mother country. As
regards fish and agricultural products New England was
able to undersell Britain on the Caribbean market. This
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resulted in Britain losing millions of pounds because of
lost trade and shipping. In return for their goods the
North Americans received sugar, rum, tobacece, and other
products from the islands, again without British partici-
pation. The British tried to the utmest of their power to
stop this traffic by means of prohibitions and tariff
legislation. However, this only changed the trade into
smuggling. British attempts to carry out the legislation
and prevent the smuggling formed some of the basis of
the American revelution.

British colonialism became a chain on the further
development of the settler society. Gradually the settlers
had had enough of British taxes and directives which
disallowed their freedom. The taxes and the directives
had two purposes: they should bring as much as possi-
ble back to Britain and they should retain the colony
within the empire. The -conflict between the "mother
country” and the settlers was further deepened. Britain
had to send troeps off to try to suppress the insurrec—
tion. In 1776 the settlers declared British North America
independent under the name of the United States of
Ameérica. After a war which lasted until 1783 Britain had
to recognize the independence of the United States of
America.

It is characteristic of the United States that they
changed into an almost "pure™ settler state. All the
earlier social structures and the main part of their
individuals were eliminated. The settlers did not expleit
the Red Indiansg - they got rid of them. The Indian
societies were annihilated to make room for an increas-

ing number of land-hungry farmers.
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During the nineteenth century a new wave of settlers
came to the United States. They were unemployed prole-
tarians - created by the enormous growth of population
and the increased intreduction of machines inte Hritish
industry. They constituted a part of the "industrial
reserve army", emigrating especially from Treland and
England. They did not set out to earn profits for
Europe, but te create a new life for themselves as farm-
ers. This new wave of land-hungry emigrants caused an
enormous geographical expansion of the United States.ﬂ

Before  the peace with Britain in 1783, the United
States covered only a stretch of coast between the At-
lantic and the Appalachians. However, at the conclusion
of ‘pedace with Britain, the United States obtained the
enormous area between the Appalachians and the Missis-
sippi River. Even this border was far from final. 1n the
course of exactly 50 years (1803-53) the United States
conguered an area the size of the whole of Western
Europe. The settlers did not take it as a coleny, but
settled in the area and made it an integral part of the
United States' economy. They built up and expanded the
American capitalist society, bringing the United States'
economic system and policy whith them as they advanced
towards the West and the South,

During the nineteenth century the United States' eco-
nomic development was characterized by two factors:
Firstly, there was plenty of relatively easily accessible
and fertile soil. Secondly, there was not enough labour
available. These two things were interdependent. Land
was comparatively cheap and consequently labour was
comparatively expensive. If the wages were not high
enough, people could easily go to the west, where land
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was freely accessible and not encumbered with any du-
ties, rates or other restrictions. The profitable condi-
tiens of agriculture thus set the lower limit of the price
of labour. During the first half of the nineteenth centu-
ry, wages in the United States were abhout twice the
British price. During the second half of the nineteenth
century wages in the United States were about H0 per
cent higher than they were in Europe, despite the fact
that American labour was of lower gquality than the

9

European.”™ It was neot skilled workers who emigrated to
the United 5tates; they could obtain comparatively high
wages at home. The capitalist development of US agricul-
Jture ;and industry was thus strongly conditional -on the
following: The large areas of land, the lack of skilled
labour, and the high wage level.

The lack of labour within American agriculture meant
that labour-saving technelogy and machinery were intro-
duced very early. This led to strongly increasing pro-
ductivity. Iron and later steel ploughs were produced in
new and better designs and sold in thousands in the
United Statea,m The most important invention within
American agriculture during this period was the mechan-

11 It was especially during

ical, horse-driven harvester.
harvest time that the lack of labour was [elt, setting a
limit to the area which the individual farmer dared sow.
This problem was solved by the new harvester. The ma=
chine redoubled the productivity of the harvest process.
By 1855 more than 10,000 harvesters were already in use
in the United States. Mechanical threshers and sowing
machines were introduced inte US agriculture in the
18305 and also gained ground wvery quickly. The in-

creased productivity meant larger units particularly on
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the East Coast. 5mall farmers who could not keep up
with progress went bankrupt. Often they wenl westwards
and started all over again. The increase in agricultural
productivity by means of labour-saving machines was
one of the prerequisites of the rapid industrialization of
the United States. Even though agriculture employed an
increasing number of people, they constituted a falling
percentage of the total population. However, péople em-
ployed within agriculture could supply themselves and
these who were employed within other sectors of the eco-
nomy. Furthermore, there was a surplus for an increas-
ing exportation particularly to the European market.
This development of agriculture meant that the farmer as
a craftsman disappeared. Earlier the farmers had them-
selves produced almost everything they needed. It now
became much more profitable for them te concentrate on
agriculture. Home production could not compete with the
factory-made goods either in price or in quality. There-
fore, the farmers constituted a growing market with
great purchasing power for both consumer goods and
agricultural machinery.

At the beginning, British industry in particular bene-
fitted from this new and enermous market for industrial
products. However, this changed from the middle of the
nineteenth century, mainly for twoe reasons: Firstly, the
American Staie began to pursue a protectionist policy.
Secondly, American industry itself became more and more
competitive. Paradoxically, this was a result of the high
wages and low guality of skilled labour. Because of the
shortage of labour in the 1850s, wages in the United
States were comparatively high. Therefore, it was often
more profitable for the American capitalists to mechanize
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and thus save the expensive labour. As early as in 1840
the assembly line method was introduced in the slaugh-
tering and meat packing industries, and this technology
spread to other branches of 1:1'Lvﬂ.ll.msl:r1y'‘12 An arms manu-
facturer, Eli Whitney, introduced interchangeable stan-
dard compenents in armaments manufacturing. He had
obtained a government order for 10,000 rifles. Before
this, each single rifle was assembled from individually
adapted components. It would be difficult for Whitney to
find enough armourers to execute the order. He chose
another sclution. He introduced machines which worked
with such accuracy that the componenis could be stan-
dardized. The components could thus be assembled im-
mediately. Machines had superseded the accuracy of

handwork.l‘?'

Standardized components were also intro-
duced into the manufacturing of locks, watches, sewing
machines, typewriters, agricultural machinery, etc.

As compared to PBritish industry, American industry
was based on mass production, characterized by stan-
dardized compenents and assembly line technology. The
price of American labour was an incentive to mechaniza-
tion and te the introduction of labeur-saving organiza-
tion of the production. At the same time the size and
growth of the American domestic market allowed of such

15 Other conditions contributed to the

mass production,
creation of the big homogeneous and continuous domestic
market. The federation of the United States led to aboli-
tion of all restrictive tariff and duty barriers hetween
the individual states. The American government devel-
oped the infrastructure. Transpertation was improved by
expansion of the networks of roads, railways, and ca-

nals. Furthermore a standard of ceinage was introduced.




54

Thue the United States produced the same factors as
Britain - comparatively high weorking class wages, and
consequently a big home market. In- this way the pre-
requisites of becoming an imperialist Great Fower were
established. As early as at the end of the nineteenth
century the United States had developed a productive
capacity which surpassed that of the British in most
areas.

The colonization of Asia and Africa by the European
powers largely prevented American trade with these
areas all up to the end of the Second World War: In-
stead, the United States deweloped an increasing trade
with the Caribbean and Central and Seuth America, ini-
tially in hard competition with Britain, but with in-’
creasing American dominance. The Caribbean and Central
and South America became the "colonies!" of the United

States.

SUMMARY

India never became a copy of Britain. But parts of con-
tinental Eurcpe, and the settler states USA, Canada,
Australia, and New Zealand did. At a wvery early time
in- their development, these countries had the same pre-
requisites as Britain. They had developed a large do-
mestic market which attracted capital.

The rest of the colonies and South America did not
follow this line. It was simply impossible for them to do
so, since the exploitation and underdevelopment of these
countries constituted the prerequisites for the growth of
the rich countries.
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The general law of capitalist accumulation states:

Accumulation of wealth at one pole is, therefore, at the
same time accumulation of misery, agony of toil, slave-
ry, ignorance, brutality, mental degradation, at the
opposite pole .... (Marx, Capital, v. 1, p. 604.)

This law appeared with palpable distinctness during
the first years of capitalism in Eurcpe, when the ac-
cumulation mainly took place internally beth in the
"mother countries” and in the colonies. As the accumula-
tion under impertalism became meore and more internatic-
nal, so did the manifestation of this law. When imperial
ism grew in the economic semnse, the divisien of the
world inte rich classes living mainly in rich countries
and poor classes living in peoor countries became in-
creasingly clear.

In the fellowing chapter we shall discuss in detail
how the transfer of value from the poor, exploited coun-

tries to the rich imperialist countries is effected.






Il
The Theory of

of Unequal Exchange

INTRODUCT ION

Ag it has been explained in the previous chapter, it
was the intermnal contradicitions of the capitalist mode
of production which led to the recurring and increas-
ingly serious crises of overproduction during the last
half of the nineteenth century. The contradiction be-
tween productive forces and conditions of production
showed itself as a disproportion between production
and consumption, Jleading to owverproduction. However,
the contradiction changed its «character around the
turn of the century. Capitalism showed a new interna-
tienal mode of accumulation which was reflected by a
growing domestic market in Western Europe and the
United States. The basis of this development was an
intensified exploitation of the colonies and wother poor
countries. One country's expleoitation of the other be-
came a capitalist aspect of increasing importance, an
aspect which is a characteristic of capitalism today.

An analysis of today's capitalist mode of accumula-
tion must therefore be based on a global point of view.
Today's capitalism is global and can therefore only be
understood by means of a global analysis. Only then
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can we understand and explain the wvery different
manifestations of capitallsm in the rich and the poeor
countries. Danish welfare capitalism can only be
understood through its connection with the exploitation
ef "the Third World" by the imperialist countries.

This global analysis of capitalism must be based on
economic facts, because imperialism - which is the in-
ternational form of the capitalist mode of production -
is first and foremost an economic phenomenon charac-
terized by the transfer of wvalue from -exploited coun-
tries to exploiting countries. The political, social, and
cultural cenditions are consequences of the imperialist
economy. Other aspects are of course retroactive on the
econemy, but the economic forces are fundamental.
Thus imperialism is not a policy which the imperialist
countries. can choose to pursue or to avoid. Ultimately,
imperialist policy is a consequence of imperialist econ-
omy. An understanding of the political tendencies in
the imperialist world .must therefore be based on an
understanding of its economic funections.

Marx himself nevér found time to work out a theory
of the capitalist world market and international trade,
even though it was part of his plan for the description
of capitalism in “foTI.=.lpnitE|‘.l“,1 Since Marx, wvarious people
have dealt with imperialism but have not been able to
work out a  theory applying to the world market. A
marxist theory of this phenomencn was not framed until
the appearance of Arghiri Emmanuel's theory of "Un-
equal cxchange“.2 In this theory Emmanuel displays
the: mechanisms by means of which value is transferred
from one country 1o another. His theory of unequal

exchange is based on Marx's interpretation of the law




59

of value. Therefore, we shall summarize helow the part
of Marx's theory which is necessary for understanding

the theory of unequal exchange,

THE CAPITALIST MODE OF ACCUMULATION

The Commodity - The Value of the Commodity

iz a Social Relation

Marx starts his analysis of the capitalist mode of accu-
mulation from an analysis of the commeodity. A commodity
has two properties: use-value and exchange-value. The
use-value means that the commedity can satisly physical
or psychical human wants; the exchange-value is the
quantitative relation in which various use-values are
exchanged.

A commedity is a preduct eof human labour, made by
an independent producer with the intention of exchang-
ing it. Therefore, not all preducts of labour are com-
modities, 1f the product is exclusively made for the
producer himself and is thus not exchanged, then it is
no commodity, since it has only a use-value, and no
exchange-value. Commodity production being production
with & view to exchange, a product is considered a com-
modity because of its social properties, not because of
its physical characteristics. Whether an object is a com-
modity cannot be definitely determined until it is put on
the market to be exchanged.

The exchange relation between different commodities
varies according to the circumstances under which the

exchange occurs. It may for instance vary with time and
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place. Commodity exchange may thus immediately appear
to be rather accidental. However, this is not the case.
The exchange-value actually does reflect the common
character of the commodities: the fact that they are
products of human labour. The exchange-value is a
manifestation of the wvalue which the commedity has by
virtue of being a product of human labour. What is ac-
tually compared at the commedity exchange is not the
exchange-value itself, but the human labour inherent in
the commedity. Thus commedity exchange is not a rela-
tion between objects or things. A commodity exchange
reflects human relations between producers, i.e. social
relations. This exchange of values appears as a relation
between things, but it is a social relation,

Engels writes:

Political economy begins with commodities, with the

moment when products are exchanged, either by indi-

viduals or by primitive communities. The product being
exchanged is a commodity. But it is a commodity only

because of the thing, the product being linked with a

relation between two persons or communities, the rela-
tion between producer and consumer, who at this stage
are no longer united in the same person. Here is at
once an example of a peculiar fact, which pervades the
whole of economics and has produced serious confusion
in the minds of bourgeois economists: economics is not
concerned with things but with relations between per-
sons, and in the final analysis between classes, these
relations, however, are always bound te things and

appear as things. 3

(Engels, Karl Marx, MECW, v. 16, p. 476.)

Te the dual character of the commodity corresponds a
dual character of the labour. Use-value is based on
actual labour: carpenting, forging, weaving etc., the
use-value and the actual labour being of a gualitative
nature, Exchange-value is based on abstract labour - on

the consumption of human labour-power - which is of a




61

quantitative nature. Thus abstract labour forms the
basis of the walue of the c¢ommodity which is compared

to the value of other commodities when exchanged.

COMMODITY PRODUCTION - GENERALLY DEFINED

Commadity production proper requires such a development
of the social divisien of labour that an exchange of
products is necessary. The individual producer expects
that there is a social need for the produced use-values.

A commodity is thus a product of human labour, pro-
duced with the intention of being exchanged with other
products of human labour. But it is not until the prod-
uct is placed on the market that it can be seen whether
the labour which was consumed in the production can be
realized, {i.e. whether it has a use-value to other
people. So, society must consider the produced commodity
to be necessary. There must be - either immediately
after the production or some time in the future - a mar-
ket able to buy it, otherwise the labour consumed has
been wasted, from a social peint of wview, without ecre-

ating any wvalue,
SIMPLE COMMODITY PRODUCTION

The Producer Owns His Own Means of Production
The Commodity is Exchanged at Its Own Value

The social phenomenon which Marx calls simple commod-
ity production belongs to a certain historical period be-

fore capitalism. The production of commedities is much
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older than capitalism. Commodity production existed in
the slave society as well as in the feudal saciety. Early
commedity preduction was characterized by the producer
owning his own means of production, and his products.
The producer, for instance a farmer or an artisan, thus
acted alone in the production. At that time the exploita-
tien of other people through wage labour was not yet
prenounced. Labour-power was not yet a commodity.

In a society with simple commodity preduction there is
a tendency towards the commodities being exchanged at
their value. This means that they are exchanged in
accordance with the amount of abstract human labour
contained in their production within the socially necess-
ary labour-time - i.e. within the production-time re-
quired under normal conditions, with average degree of
skill and intensity and with the technology normally
used in the soclety in question. And, finally, society

must regard the product as a necessity.

COMMODITY PRODUCTION UNDER DEVELOPED CAPITALISM

Producer and Means of Production Separated
Commodities are Exchanged at the Prices of Production

In the case of.simple commedity production the producer
owns his own means of production. In the case of devel-
oped capitalism the producer owns neither the means of
production nor the product. Thus the proletariat and the
bourgeoisie come into existence. The arrival of these

classes is discussed shortly below.




FRIMITIVE ACCUMULATION

Marx and Engels write in the Manifesto of the Communist
Party:

We see then: the means of production and of exchange,

on whose foundation the bourgeocisie built itself up,

were generated in feudal society, At a certain stage in
the development of these means of production and of
exchange, the conditions under which feudal society
produced and exchanged, the feudal srganisation of
agriculture and manufacturing industry, in one word,
the feudal relations of property became no longer com-
patible with the already developed productive forces;
they became so many fetters. They had to be burst
asunder; they were burst asunder.

(Op. cit., MESW, p. 40.)}%

The disintegration of feudalism and the creation of the
prerequisites of the capitalist mede of production Marx
calls "primitive accumulation" - primitive because the
birth of capitalism cannot he explained by the law of
accumulation of the capitalist mode of production itself.
The accumulation of the walues: which constituted the
primitive capital was not a result of capitalist exploita-
tien, wage labour, but a result of actual wviolence and
open theft. The creation of the proletariat was not a
consequence of capitalism but a consequence of the his-
torical background of capitalism, of its basis,

In "The so-called primitive accumulation” (Capital, wv.
1, part wviii}, Marx goes thoroughly into the question of
what primitive accumulation contains. He describes it as
the process creating the basic conditions of capitalist
production: On the one pole the creation of "free" prop-
ertyless labourers, unencumbered with the means of pro-

duction; on the other peole the creation of the owners of
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money, means of production and means of subsistence,
whose only aim it is to increase the sum of value they
possess — or in short the capitalists. The original capi-
tals were mostly a result of the exploitation of the colo-
nial areas.

Marx writes:

The discovery of gold and silver in America, the extir-
pation, enslavement and entombment in mines of the
aboriginal population, the beginning of the conquest
and looting of the East Indies, the turning of Africa
into a warren for the commercial hunting of black-
skins, signalised the rosy dawn of the era of capital-
ist preduction. These idyllic proceedings are the chief
mementa of primitive accumulation. On their heels
treads the commercial war of the European nations,
with the globe for a theatre....

The different momenta of primitive accumulation dis—
tribute themselves now, more or less in chronological
order, particularly over Spain, Portugal, Holland,
France, and England. In England at the end of the
17th century, they arrive at a systematical combina-
tion, embracing the colonies, the national debt, the
modern mode of taxation, and the protectionist system.
These methods depend in part on brute force, e.g., the
colonial system. But they all employ the power of the
State, the concentrated and organised force of society,
to hasten, hot-house fashion, the process of transform-
ation of the feudal mode of production into the capital-
ist mode, and to shorten the transition. Force is the
midwife of every old society pregnant with a new one.
It is itself an economic power. {Capital, v. I, p. 703.}

As the primitive accumulation and the exploitation of
the colonial areas were a condition of the break-through
of r_apita‘lism.‘ the creation of a proletariat was also a
necessity. That means the existence of a class of "free"
labourers, "free" in a double sense. Firstly, they must
be able to sell their labour-power freely and not as
slaves or bondsmen be tied to a certain production. Sec-

endly, they must be free frem any rights of property to
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the means of preduction, and not work as the peasant or
the artisan with their own means of production. They
are to be free and idle on the market and thus forced
to take part in the capitalist production as wage la-
bourers to secure their subsistence. And so twe basic
classes arise under capitalism: the bourgeoisie and the
preletariat; the capitalists with the capital, hence with
the means of preoduction, and the proletariat, deprived
of this means of production, with enly its labour-power
to offer. Under capitalism, labour-power has thus also

become a commodity.

LABOUR-POWER - 1T5 VALUE AND PRICE

In several ways labour-power is not a common commod-
ity. Its price, wages, is not fixed by economic laws to
the same extent as the price of other commodities. Unlike
the prices of other commodities, wages are fixed primar-
ily by the class struggle in society. However, it is not
only the class struggle which determines wages. Thus
Marx distinguished between two elements in the case of
the determination of the wvalue of labour-power. Partly
the physical reproduction costs of labour-power and
partly what he describes as the historical and moral
element. The reproduction costs of labour-power means
the price of the commedities which are necessary if the
worker - and the working class as a whole - is to con-
tinue his work, his subsistence, and reproduction. It is
a question of basic food, clothing, and housing. If the
labourer is only paid a sum which covers the physical
reproduction costs, it is described as subsistence wages.
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All attempts to determine the price of labour-power from
the physical repreoduction-costs alone have hitherto
failed. For wages to be determined by theose circumstan-—
ces a free labour-market would be necessary, and such
a free market never existed, generally speaking, except
perhaps for a shert while immediately after the estab-
lishment of the capitalist system. The complex rules and
regulations of the preceding feudal system, and the
class struggle that was to follow, left very little room
for any free labour-market.

Besides the prices of the purely physically determined
means of subsistence, the walue of the labour-power is
determined by the "histerical and moral element”.

Marx says:

On the other hand, the number and extent of his so-

called necessary wants, as also the modes of satisfying

them, are themselves the product of historical develop-
ment, and depend therefore to a great extent on the
degree of civilisation of a country, more particularly
on the cenditions under which, and consequently on the
habits and degree of comfort in which, the class of free
labourers has been formed. In contradistinction there-
fare to the case of other commodities, there enters into
the determination of the value of labour-power a his-
torical and meral element. Nevertheless, in a given
country, at a given period, the average quantity of

the means of subsistence necessary for the labourer is

practically known. (op. cit., p. 168.)

The factors which determine the wvalue and price of
labour-power — namely the class struggle and the repro-
duction costs - interact during the course of develop-
ment. In the same way, a dialectic relationship exists
between the walue of labour-power and the price of
labour-power, i.e. wages. The wvalue of labour-power is
thus in itself indirectly determined by the wages. Even

though the wvalue alse determines the wages, the wages
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retroact on the wvalue, .as the working class gets the
possibility of including more commodities in its repro-
duction when it obtains higher wages through the class
struggle. When the higher wages have existad for some
time, this price of labour-power becomes equivalent to
the wvalue of labour-power.

Thus "the historical and meral element” - which means
the class struggle and its entire historical and economic
basis - determines to a high degree the wage-level
under capitalism. Howewver, the historical and moral
element is also influenced by earlier wage-levels.

1f we assume that wages fluctuate around the wvalue of
labour-power, this means that the value of labour-power
differs throughout the world. Where comparatively high
wages are paid, the wvalue of labour-power is at a com-
paratively high level. Conversely, the value of labour-
power is at a comparatively low level where compara-
tively low wages are paid. Consequently the walue of
labour-power is at a high level in the wealthy imperial-
ist countries and at a low level in the expleited coun-
tries in the Third World. Throughout a leng historical
period, a high wage level in the rich countries has
resulted in a high level of reproduction costs. Reproduc-
tion costs have in these countries included many con-
sumer goods of various kinds and are consequently an
expression of a high value. The low wage level in the
Third World means reproduction costs alt a low level and
thus it reflects a low walue. The reproduction costs in
the Third World include mainly physical subsistence
goods, If we define the walue of labour-power in this
strictly theoretic way from a national peint of view, it
is because: It is a fact that the price level of the
commodity labour-power differs very much in the world.
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Therefore, there is no moral evaluation contained in the
concept of value in this connection. 1t is a strictly
economic definition. That labour-power is paid according
to its value has nothing to do with fairness.

Of course the use-value of labour-pewer — the ability
to create value - is mnot influenced hy these differences
in the walue of the actual labour-power. Labour per-
formed with the same qualifications is equally productive
no matter where the labour is performed and no matter
what wvalue the actual labour-power has. Why should a
docker in Esbjerg in Denmark create more wvalue than a
docker in Bombay in India just because the Danish
docker's wages are 50 times higher? With the same
qualifications and the same intensity, the wvalue of their
work must be the same no matter what the wvalue of their
labour-power might be.

Thus the size of the wages is dependent on the rela-
tive strength between the classes and on the position of
the country in the world. Consequently, the market for
labour-power differs from the normal commodity market.
There are norms, rules, -laws, and union regulations as
to the length of the working day, werking conditions,
overtime, minimum wages, plece rates etc. There are
comparatively fixed limits te the wvariability of wages
within one country. These limits do not immediately re-
flect economic.laws, but rather political conditions. The
internationally different course of the class struggle has
created considerable differences in wages international-
ly. However, within the individual country - particular-
ly the imperialist countries - there is a tendency to-
wards an equalization of the wage level. This national
tendency towards equalization is partly due to the com-
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paratively high degree of labour mobility within the
countries and partly te political imer1.ner1t'iﬂ_':an5.5
A similar tendency cannot be seen internationally. On
the contrary, the differences in wages between the im-
perialist countries and the exploited countries have in-
creased. The price for the commodity labour-power has
not followed the general tendency towards the setting of
one world market price. Wages wvary relatively little
within a given period but wvery much from place to
place. There are subsistence wages in the Third World
and comparatively high wages in the imperialist coun-
tries. On the other hand, the price of most commedities
varies enormously frem time to time but comparatively
little from place to place in the world. For example the
price of copper or wheat may vary considerably from
month to month or even from day to day, but geographi-
cally the price waries only little. At a specified time
there is a world market price. The opposite applies in
the cause of wages.
Emmanuel writes:
From remotest antiquity to the beginning of the 19th
century, the wage has, in real terms, hardly varied in
any country; from the beginning of the 19th eentury up
to the present it has, in certain countries, maved
slowly and steadily upwards. Such a constancy in
certain periods or certain countries, such an evenness
and duration of a one-dimensional movement in certain
other periods and other countries, are contrary to the
endogenous economic determinations which are plastic
and multiform. An extra-economic (institution) vector
alone can generate them.

At any rate, on the international plane, the multi-
plicity of wage rates is inconsistent with the existence
of a market since the essential function of the market
is precisely to secure one price for each item. Now in

the case of wages, this disparity continues without the
slightest attenuation, even when, here or there and in
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certain epochs, the labour-factor enjoys a relatively
important mobility. Neither the great immigration of
Europeans into the United States during the 19th cen-
tury and the beginning of the 20th, nor the contempor-
ary considerable immigration of North Africans, Portu-
guese, Greeks, etc., into the developed countries of
Western Europe after the last war, have given rise to
the slightest tendency towards the egqualization of
wages between the countries of origin and the host
countries.

«++ There is no relevance between the conjunciural
fluctuations of employment in different countries and
the comparative rates of wages in these same coun-
tries. For example: during the 1929-34 crisis, unem-
ployment in the United States was 36.47% of the active
population against 13.42% in France and only 7% in
ltaly. Yet the American wage remained, during the
worst of the crisis, two to three times that in France
and three to four times that in Italy.

We can conclude that the determination of wages is
more a political than an economic process. lts vari-
ations reflect the fluctuations of the relations of power
between social classes. This extra-economic institu-
tional determination makes possible a lasting gap be-
tween the price and value of labour power.

However, these two magnitudes continue to be con-
nected to each other in a dialectical interaction. A
wage greater than the value of labour power, if it
prevails for a long time, ends by driving upwards this
value itself, since the extra consumption which it
allows ends by being transformed into vital needs -
what Marx calls a second nature — and, hence, by
being incorporated into the real cost of reproduction of
the labour force.

{Emmanuel, Unequal Exchange Revisited, pp. 49-50.)

Wage labour must be regarded as it is: a social rela-
tion in which, classes fight for their interests - i.e. the
struggle for the division of the social product into
wages to the labourers and profit' te the capitalists.
Thus wages constitute a part of the social product and
their size reflects the relative strength between the
classes and the economic basis on which the class
struggle takes plnu.ﬁ
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FRODUCTIVITY AND WAGES

(One of the most popular explanations of the international
differenceés in wages is that they are based on corre-
sponding differences in productivity. There are even
people who claim that the workers in the developed, im-
perialist countries - because of their high degree of
productivity - are more exploited than the proletariat in
the Third World.

Their argumentation can be summed up as follows:
Generally, the rate of productivity in the imperialist
countries is much higher than in the Third World. This
high rate of productivity results in a fall in the wvalue
of the commodities which form: part of the labourers’
consumption. Consequently, the necessary labour-time de-
¢creases - i.e, the time required for the production of
the commodities necessary for the reproduction of labour-
power - in proportion to the surplus labour. The high
wages which can buy many commodities do not reflect a
higher value but only & higher rate of productivity. The
increasing wages have not even been able to keep pace
with the increasing productivity. BSurplus labour ac-
counts for an increasing part of the working day in
proportion te the necessary labour. Thus the working
class in the imperialist countiries enjoys an increasing
standard of living while it is expleoited more and more
at the same time. However, in the Third World the rate
of productivity is lower for the products included in the
consumption of the working class. This means that the
necessary labour-time accounts for a larger part of the

tetal labour-time than in the imperlalist countries.
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Thus, in spite of the wretched conditions, the labour-
power in the Third World is less exploited than the
labour-power in the imperialist countries. This is due ta
the difference in the rate of productivity in the world.
A high rate of productivity means high wages, a low
rate of productivity means low wages.

In this chapter we shall deal with the above assertion
from a theoretic point of wiew. {(ln Chapter 4 we shall
deal with it empirically.)

A Marxist definition of productivity must strictly dis-
tinguish productivity from the terms intensity and prof-
itability. These three terms are often mixed up. The
bourgeois economists mostly focus on "output per la-
bourer" measured by the quantity of commodities pro-
duced or by the quantity of profit created. Whether an
increased "output per labourer" is due to increased
price on the products, new more efficient technology or
harder wear of the labour-power is not so important to
them. Also many Marxists confuse intensity (the rate of
wearing out the labour-power) and productivity (the ef-
ficiency of the machines) by defining productivity as
"number of produced commedities per unit of time". They
are unable to distinguish between the results of new
technology or of harder wear of the labour-power.

Te make it possible to distinguish the influence of the
different components, we will define the terms as fol-
lows:

Profitability is the proportion between the market price
and the price of production of a given commodity. An
increasing market price or a decreasing price of produc—
tion results in higher profitability.

Intensity is the rate of consumption of the labour-power.
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Higher' intensity means faster wearing ocut of the labour-
ers, and more produced commedities per unit of time by
the same 'means of production. (The exploitation of
women workers in South Korea is an example of high
intensity and fast wearing out of labour power.)
Productivity is determined by the efliciency eof the
technological facilities and by the organization of the
preduction: Improving the technelegy and/or the erganiz—
ation, keeping intensity the same, results in a produc-
tion ‘of more commodities per unit of time,

Both increased intensity and increased productivity
results in creation of more use-value per unit of time.
But enly increased intensity creates more wvalue per unit
of time. Increased productivity just means the production
of a greater gquantity of commodities containing the same
value.

In his analysis of piece rates and piece payment
(Capital; wv. 1, <¢h. 19), Marx shows how the apparent
connection between preoductivity and wages is false,
gince piece rates are a concealed form of time wages. If
thé piece rate for one unit in & certain enterprise is for
example $4 - and the average wage for the labour in
guestion is $40 per day, - the piece rate only reflects
that the capitalist has calculated that an average
worker is able to produce 10 units per day. The worker
who iz able to produce 12 units with the same machin-
ery, tools, etc. and who gets $48 - does not work more
productively but more intensively and therefore demands
higher reproduction costs. If new and more productive
machinery suddenly made it possible for the awverage
labourer to produce 20 units instead of 10, this would

not result in a twofold increase of the day's wages.




T4

This thought is absurd under capitalist conditions of
production. What would happen is that the piece rate
would be reduced twofold. The wages are not the price
for the result of the labour, but the price for the
labour-power.

Engels writes in a letter to Lafargue:

.-+ in what respect the wage worker gains an advan-

tage in seeing his productivity increase, when the

product of that productivity does not belong to him and

when his wage is not determined by the productivity of

the machine.

(Engels-Lafargue Correspondence, v. 1, p. 233.1

Imprevements  in preductivity are a result of improved
technology of the capitalist production apparatus. A
gain which is a result of improvements in productivity
goes to the capitalist as profit, perhaps surplus profit,
for a short period. A profit in which the labourer has
no claim to share under capitalist cenditions of produe-
tion.. The wvalue and payment of the labour-power do not
depend on whether the Jlabourer operates an expensive,
highly productive plant or a screwdriver. No matter how
big - the difference in productivity is, it cannot be a
result of the labour-power in itself. In the case of an
equal amount of used labour-power — i.e. an equal wear
of muscles and nerves and equal education and qualifi-
cations - an unequal result can enly be explained by
other factors, i.e. the quality of the means of produc-
tion which is paid through profit. The assertion that the
wages. of agricultural workers are determined by the
fertility of the 'seil; and the widges of the industrial
workers by the size and quality of the machinery is not
only -absurd, but has nothing te de with reality. ln a

capitalist society, the preduct of the spil or of the
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machinery belongs to the landowner or the industrial
capitalist. Only in the case of independent producers,
who own their land and toels, is there a connection
between the productivity and the wages of the labour.

The productivity of the labourers' work does met in-
fluence his wages. However, Marx believes that an in-
creased productivity in the sectors which are included
in the determination of the value of the labour-power
may have an influence - in a downward direction. But
if we assume it to be in an upward direction it is diffi-
cult te understand why the working class in the Third
World does not benefit from the productivity increases to
the same extent.

... one could not see why the same quantity of labour
of the same qualification, incorpeorating the same
learning and training should be paid ten times more or
less according to whether it is supplied some miles on
this or the other side of the American-Mexican boerder
and according to whether the name of the vendor is

John or Fernandez. Of all monopelies, this one,

grounded on a passport or a birth certificate, seems to

me the most "un-ethical”.
{Emmanuel, Unequal Exchange Summary, p. 25.)

The commodities which represent the reproduction costs
of the working class do more or less cost the same all
over the world. Generally speaking, the costs of main-
taining a living standard as a Panish worker are the
game in Denmark, Tanzania, Brazil, or Hong Kong. The
price for one Kkile of wheat, one kilo of meat, one
watch, or a transistor radio wvaries by 10, 20 or 50 per
cent from country to country. However, the wages are 5,
10, 20 or 50 times higher in the imperialist countries.

If there were a connection between productivity and

wages in an enterprise, it would mean that the labeurer

s
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and the capitalist would find it in their common interest
to improve productivity. The capitalist would do better
in the competition and the labourer would obtain a wage
increase. Marx attacked this peint of view. The capital-
ist does not buy the labour but the labour-power. The
labour-power is not paid accerding to the result of the
labour. A surplus arising from a productivity increase
belongs to the Cﬂpitﬂliﬁt.?

Historically, the connection between productivity in-
creases and wages has not been to the labourers' ad-
vantage. This is one of Marx's conclusions. He dealt
very thoroughly with the relation between the develop-
ment of the productive forces, the productivity increase,
and the effect of it on the standard of living of the
working class at his time. He describes how the accumu-
lation of capital, the expansion of productive forces,
and the productivity increase create the industrial re-
serve army, decrease the wages and decrease the stan-
dard of living.

The greater the social wealth, the functioning capi-
tal, the extent and energy of its growth, and, there—
fore, also the absolute mass of the proletariat and the
productiveness of its labour, the greater is the indus-
trial reserve army. The same causes which develep the
expansive power of capital, develop also the labour-
power at its disposal.... The more extensive ... the
industrial reserve army, the greater is the official
pauperism. This is the absolute general law of capital-
ist accumulation. (Capital, v. I, p. 603.)

In: the same connection, Marx gives some concrets
examples of this. During the period 1846-66 - in which
the productive forces advanced considerably in Britain -
the standard of living decreaﬁed.s Thus, according to

Marx there is no internal, regular connection between
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development of productivity and the standard of living
which create wage increases. Actually, the considerable
increase in productivity which tock place from the
break-through of industrial capitalism at the end of the
eighteenth century, did not at all mean wage increases
or ‘improved standard of living for the working class.
The first period 1790-1845 meant a direct decrease in the
standard of living, Not until the abelition of the Cern
Laws in 1846 did the working class obtain its earlier
standard of living+9 The incipient wage increases in the
1870s were not based on productivity increases either,
but were a result of the formation of a new economic
world erder - imperialtsm.

We conclude that the alleged economic connection be-
tween productivity increases and wage increases is
wrong. What determines the wages is the class struggle
and the possibilities of wage wvariation which the inter-

national position of the national economies can offer. 1”

THE USE-YALUE OF LABOUR-POWER

Te the capitalist the commodity labour-power has one
quality which is different from the qualities of all other
commodities. It can be used for the production of com-
modities, the value of which is higher than the wvalue of
the components used in the production. In order to use
the labour-power, the capitalist must possess the means

of production,
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THE CIRCULATION OF CAPITAL

The capitalist invests partly in buildings, machinery,
raw material etc., in short: the production apparatus.
This part of the capital is called constant capital,
because it does net differ in value during the accumula-
tion. Partly the capitalist invests in labour-power, This
part of the capital is called wariable capital, because
it forms the basis of the creation of new value in the
production. Thus the commodities which the capitalist
acquires by investments are divided into two main parts
which both are equally wital: variable capital and con-
stant capital.ll

The circulation of capital consists of a production of
and a trade in commodities. These two aspects of the
circulation are interdependent: no production without
trade, and no trade without production.

The first stage in the circulation of industrial capital
is: the trade in commodities, when the capitalist buys
labour-power and the means of production. The next
stage, the production - which is the basis of the in-
crease in value - is the consumption of the purchased
commodities. This is the production of commodities which
the capitalist assumes that he can sell at a higher
price than the amount of the eriginal investment.

The wvalue of the labour-power and the value created
by the labourer during the working process are two
different quantities. The created value, the increase in
value, consists of the wvalue which exceeds the value of
the labour-power. Or in other words: the value which
exceeds the 'time" when the labourer has performed a
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piece of work corresponding to the work necessary fo
produce the commodities which the labourer buys for his
wages. Only the living labour, labour-power. can he the
source of created walue. The means of production, which
the capitalist bought to start his production, change
their shape (for example from leather to shees), but
their value does not change. They maintain their value,
which is transferred to the finished commodities to the
same extent as the means of production are used during
the production.

The following stage is again in the trade in commod-
ities where the appropriation of the walue takes place.
In order tc make it possible for the capitalist to secure
all of the created walue, it is important that the fin-
ished commodities can be sold at their wvalue. This
means the total capital outlay for wariable and constant
capital plus the surplus wvalue. If he succeeds, the

capitalist has increased the original capital by the sur-

plus wvalue. It can be used productively - i.e. for a
new, expanded circulation - er unproductively. for con-
sumption.

12

The total circulation of capital appears as follows:

constant capital (c]
- {means of production) g
production

capital (C)
=" variable capital (v) Y
T {labour power) l

increased commadity exchange commaodity
capital ¢ buying and selling ¢ (V=v+c+s)
(C'=C+s)

Thus the circulation of capital, the course of capital-

ist accumulation, consists of a production (where the
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material goods are created) and of a trade in commod-
ities (where the commodities are distributed and appro-
priated by the classes)., These two elements form a
whule.u Therefore, a correct understanding of capitalist
accumulation is only possible if all its elements are
analysed, their connection and mutual influence.

SURFLUS-VALUE

The surplus-value is the value created by the labourer
exceeding the wvalue of his own labour-power. Theoreti-
cally, the working-day in a capitalist enterprise can be
divided into twe parts: the necessary labour-time when
the labourer reproduces the wvalue of his own labour-
power, and the surplus labour-time when the surplus-

value is :reated.“

THE RATE OF SURPLUS-VALUE

The rate of surplus-value is the ratio of surplus-labour
to the necessary labour. Expressed in terms of value, it
is the ratio of the value of labour-power to the surplus-
value or the ratio of variable capital to surplus-value:

surplus-value
variable capital

The rate of sarplus-value = s'=5/v

Thus the rate of surplus-value reflects the rate of
expleitation of the labour-power. The constant capital
does not influence the walue which is created. Whether
it forms a large or a small part of the production dees

not influence the rate of surplus-value.
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Within the f[rontlers of a country, there is a tendency
towards an equalization of the rate of surplus-value in
the wvarious spheres of production, caused by the move-
ments of the labour-power, which will seek employment
where the rate of exploitation is lowest.

Marx writes:

This (the equalisation of the rate of exploitation)

would assume competition among labourers and equal-

isation through their continual migration from one
sphere of production to another.

Marx meant that this tendency to equalisation made
itself felt in the developed capitalist countries:

We see at a glance that, in our capitalist seciety, a

given portion of human labour is, in accordance with

the varying demand, at one time supplied in the form
of tailoring, at another in the form of weaving. This
change may possibly I‘lDiEIE.kE place without friction,

but take place it must. (Quoted from V.M. Dandekar,

"Bourgeeis Politics of the Werking Class", Economic
and Political Weekly, vol. xv, no. 2, 12 Jan,1980.)

COST-FPRICE

The individual capitalist is neot interested in surplus-
value and the rate of surplus-value. He is not inter-
ested in knowing how much surplus—value he forces from
the labourer, but he is interested in how much profit
the total amount of invested capital yields.

Therefore, what actually interests the capitalist is the
production costs of the finished commodities - their cost-

price.




82

The value of every commodity produced in the capital-
ist way is represented in the formula: V=c+vis. 1f we
subtract surplus—values from this value of the product
there remains a bare equivalent or a substitute value
in goods, for the capital-value c+v expended in the
elements of preduction.... This portion of the value of
the commedity, which replaces the price of the con-
sumed means of production and labour-power, only re-
places what the commodity costs the capitalist himself.
For him it, therefore, represents the cost-price of the
commodity. (Marx, Capital, v. I11, p. 25-6.)

How this cost-price is distributed hetween constant
and wvariable capital does not interest the capitalist. “To
him the profit is the yield of the agpregate capital.

In its assumed capacity of offspring of the aggregate

advanced capital, surplus-value takes the converted
form of profit. (ibid., p. 36.)

THE RATE OF PROFIT

The ratio of the surplus-value to the aggregate ad-

vanced capital is defined as the rate of profit:

The rate of profit = surplus-value
agpgregate capital

p=s/C

Theoretically, the rate of profit of the individual cap-
italist depends therefore partly on the rate of surplus-
value and partly on the ratio of the constant capital to
the variable capital. An increase or fall in the rate of
surplus—value results in a similar tendency for the rate
of profit. The proportion of constant to variable capital
is also defined as the organic compesition of capital.
This proportion of values is based on the technical com-
position of labour-power and means of production, re-
spectively, in the given line of industry. Capital has a
low organic composition if the wvariable capital forms a
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large part of the aggregate capital. Conwversely, capital
has a high organic composition if the constant capital
forms a large part.

In the following example, in which the same rate of
surplus-value and the same turnover time are used.” it
is shown how the organic composition of capital effects
the rate of profit. The higher the organic compesition,
the. lower the rate of profit, and the lower the organic

composition, the higher the rate of pruﬁhl

Table 3.1

Aggregate Kate of Surplus- Value of Rate of

capitals surplus- value product  profit, %
value, %

Cac+v siv 5 V=c+v+s pl=s/L

1 B0c+20v 100 20 120 20

11 Toc+30v 100 a0 130 30

111 60c+ilv 100 40 140 &0

1V 85¢c+15v 100 15 115 15

v QRc+5v 100 i 105 5

(Source: Capital, v. 171, p. 155.)

THE CREATION OF AN AVERAGE RATE OF PROFIT
BETWEEN THE BRANCHES OF PRODUCTI1ON

Frem Table 3.1 it can be seen how equally big capitals
with different organic ceomposition obtain different
surplus—values, which theoretically result in very differ-
ent: rates of profit from egually big capitals. However,
this tendency cannot be seen in reality. 1f it could be
seen, it would mean that the capital would flow te the
branches of production with a low organic composition -
where the wvariable capital is a comparatively Ilarge

amount of the aggregate capital - and away from




84

branches of production with a high organic composition
where the constant capital constitutes a comparatively
large part. However, this is mnot the case., The capital
does not particularly seek branches of production with a
low organic composition. We know from the real world
that substantial differences in the average rates of
profit for the various lines of industry de not exist -
apart from transitery, accidental differences which
equalize each other in the long term. They cannot exist
without abolishing the capitalist system, Therefore, the
question is how and why this equalization takes place.
The average rate of profit is formed by the capital-
ists' continuous search for higher rates of profit. 1If a
heavy demand for the commodities of a certain line of
industry arises, the price for these commedities will in-
crease and consequently the rate of profit within that
sector will increase. This will result in capital flowing
to that sector to obtain a share of the higher rate of
profit. This leads to an increased production of the com-
modities of the sector which again leads to a saturation
of the social wants, perhaps to cverproduction, and thus
to a fall in prices, which means a lower rate of profit
- and consequently a flight ‘of capital from the sector.
Thus the difference in the rates of profit from one line
of industry to the other is the basis of continuous capi-
tal movements and consequently of a tendency towards
an equalization of the rates of profit. Thus the competi-
tion between the capitals tends towards equalizing the
rates of profit of the warious lines of industry to an
average rate of profit so that equally big capitals yield
equally big profits, no matter where the investment is
made, and no matter how the capital is distributed be-
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itween constant and variable capital. Then the average
profit can be defined as the profit which, according to
the general rate of profit, goes to a capital of a given
size ne matter how the organic composition is.

This means that the original commodity walues are
turned into prices of production. The price of production
of a commodity is equal to its cost-price plus the share

of the annual average profit of the aggregate capital

invested (not merely consumed) in its proeduction (in
accordance with the conditions of turnever). In other
words:

Price of _ Cost- _ the total 5 Average rate
production - price used capital of profit

The price of production must not be confused with the

market pnrit:na.]'ﬁI

It is a coincidence if they are ident-
ical. During the historical period of simple commodity
production, the commodity prices fluctuated around the
commodity wvalue. But wunder developed capitalism the
price of production forms the centre of the fluctuation
for the current market prices. Thus the price of produc-
tion for the individual commodity is not the same as the
value of the individual commodity. But the total sum of
the prices of production will equal the sum of the com-
modity wvalues - just as the sum of the profits will
equal the total surplus—value,

Let us see how the formation of an average rate of
profit influences Table 3.1. In Table 3.2, each aggre-
gate capital is still 100, the rate of surplus—value is
constant: 100%. We assume that the whole capital turns
over in one circulation, The new thing in Table 3.2 is
the formation of the average rate of profit:

(20%+30%+40%+15%+5% ) /5=22%.
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Taken together, the commodities are sold at 2+7+17=26
above, and B+18=26 below their value, so that the devi-
ations of price from value balance cul one another
through the uniform distribution of surplus-value, or
through addition of the average profit of 22 per 100
units of advanced capital to the respective cost—prices
of the commodities T te V.... The prices cbtained as the
average of the various rates of profit in the different
spheres of production, added to the cost-prices of the
different spheres of production, constitute the prices of
production. They have as their prerequisite the exist-
ence of a general rate of prefit, and this again, pre-
supposes that the rates of profit in every individual
sphere of production taken by itself have previously
been reduced to just as many average rates. These
particular rates of profit = 5/C in every sphere of
preduction, and must ... be deduced out of the values
of the commodities. Without such deduction the general
rate of profit {and consequently the price of production
of commedities) remains a vague and senseless concep-
tion. Hence, the price of production of a commedity is
equal to its cost-price plus the profit, allotted to it in
per cenl, in accordance with the general rate of prefit,
or, in other words, to its cost-price plus the average
profit. (Marx, Capital, v. I11, p. 157.)

Table 3.2°0

Total Sur— Value  Average Price Devia-

capital plus- profit- of pro- tion of
value rate, % duction PP from

C 5 Vv P’ PP value

| Blc+20v 20 120 22 132 42

11 T0c+30v 30 130 22 122 -8

111  Blc+40v L0 140 22 122 -18

IV  Bhc+lsv 15 115 22 122 +7

v g5c+5v 5 105 22 122 17

As can be seen from the table, the grganic composition
of the various capitals varies widely. This means that
each of them employs very different quantities of human
labour. Thus the basis of  different quantities of
surplus-value within the wvarious lines of production is

formed. Howewver, the surplus-value does not necessarily
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fall to the line of production where it was created. By
means of the equalization of the rate af profit there is
a transfer of walue from one line of productien;, which
is below average as to organic composition, te the lines
of production which are abave.

This transfer of value is of no interest to the capital-
ists. ‘They do not observe it. The individual capitalist
does not care how high the rate of surplus-value is in
the enterprise or line of production in question. The
capitalist is interested in the profit, and because of the
equalization of the rate of prefit, it is evenly distri-
buted between all capitals, no matter how the organic
composition is.

This transfer of value is called "unequal exchange"

by some econumlsls.m However, there is nothing “un-
equal"’ about this transfer, as it i5 a condition of the
actual function of capitalism. This equalization of the
rate of profit makes it profitable for the capitalist con-
tinuously to improve his production apparatus - indeed
it forces him to de so in order to survive the competi-
tion. Thus capitalism gets the dynamics, the capability
to improve the productive forces. If we imagine that the
commodities were sold at their wvalue instead of at a
price which fluctuates around the price of preduction, it
would lead te a step in investments, in mechanization
and in productions of a highly organic compesition,
whereas labour-intensive productions with much variable
capital and consequently with much surplus-value would
gain ground., Chemical industries would die out and

wood-carving would flourish.
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THE CONDITIONS FOR AN EQUALIZATION
OF THE RATE OF PROFIT NATIONALLY

Marx describes these in Capital:

Now, if the commodites are sold at their values, then,
as we have shown, very different rates of profit arise
in the various spheres of production, depending on the
different organic composition of the masses of capital
invested in them. But capital withdraws from a sphere
with a low rate of profit and invades others, which
yield a higher profit. Through this incessant outflow
and influx, or, briefly, through its distribution among
the various spheres, which depends on how the rate of
profit falls herecand rises there, it creates such a
ratio of supply to demand that the average profit in
the various spheres of production becomes the same,
and values are, therefore, converted into prices of
production. Capital succeeds in this equalization, toa
greater or -lesser degree, depending on the extent of
capitalist development in the given nation; i.e., en
the extent the conditions in the country in question are
adapted for the capitalist mode of production....

The incessant equilibration of constant divergences is
accomplished so much more quickly, 1) the more mobile
the capital, i.e., the more easily it can be shifted
from one sphere and from one place to another, 2} the
more quickly labour-power can be transferred from one
sphere to another and from one production locality te
another. The first condition implies complete [reedom of
trade within the society and the removal of all monop-
olies with the exception of the natural ones, those,
that is, which naturally arise out of the capitalist
mode of production {i.e.: the capitalist monopoly of
capital, and the labour monopoly of labour-power.

- ed.}.... = The second condition implies the abolition of
all laws preventing the labourers from transferring

from one sphere of production to another and from one
local centre of production to another; indifference of

the labourer te the nature of his labour; the greatest
possible reduction of labour in all spheres of produc-
tion to simple labour; the elimination of all vocational
prejudices among labourers; and last but not least, a
subjugation of the labourer to the capitalist mugf of
production. (Marx, Capital, v. 111, pp. 195-6.)
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SUMMARY

Thus, under developed capitalism, there is sufficient
mobility of the labour-force within the frontiers of the
individual country for a tendency towards an equaliza-
tien of the rate of surplus-value. S5imilarly, there is
sufficient mobility of capital for a tendency towards an
equalization of the rate of profit. This results in the
fact that the exchange relationship between the commod-
ities - their market price - no longer fluctuates around
the walue but around the price of production.

Now the question is, How is it internationally? Is the
mobility of the labour-force sufficlent for an equaliza-
tion of the rate of surplus-value - i.e. of the rate of
exploitation? 1s the mobility of the capital between the
countries sufficient for an equalization of the rate of
profit and thus for the creation of prices of production?
In short the question is, How does the capitalist world
market function?

THE WORLD MARKET

As far as the rate of surplus-value is concerned, we
feel absolutely convinced that no equalization has taken
place internationally. The mobility of the labour-force
between the countries has not been sufficient to produce
anything at all like a tendency towards this. The devel-
opment has been the opposite.

The industrial and parliamentary struggle, which was
carried on by the working class in the imperialist coun-
tries at the end of the last century, led to an increas-

ing wage level on the basis of the exploitation of the
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rest of the countries in the world. On the other hand
this expleitation of the poor countries meant that they
had no possibility of a similar development; on the con-
trary, during the twerntieth century this situation re-
sulted in an increasing disparity in wage levels between
the developed and the underdeveloped countries, or, in
other words, in & high rate of surplus-value in the poor
countries and in a lower in the rich couniries.

As far as the rate of profit is concerned, we believe
that the international mobility of capital - particularly
after the Second Werld War and the decolonization - has
been sufficient to produce a tendency towards equaliza-
tion, and thus sufficient for the determination of prices
of production at an international lewvel.

23

Thus the prerequisites for the determination of the
prices on the world market are:

1. Wages

Unequal payment of labour-power. Internationally, the
class struggle has been fought on an unegual economic
basis which has resulted in the wage level and conse-
guently the rate of surplus-value wvarying enormously
between the imperialist countries and the exploited coun-
tries.

2. Profit

Equal payment of the capital. The meobility of capital is
sufficient to produce a tendency towards an international

equalization of the rate of proefit.

UNEQUAL EXCHANGE BETWEEN COUNTRIES

Let us see what these prerequisites lead to in Marx's
tables of prices of production:
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We suppose two countries A and B. Fiestly, we sup-
pose that the rate of surplus—value and the rate of
profit in the two countries are equal. This means that
the mobility of the labour-force and the capital is suffi-
cient for an equalization. (Table 3.3.1

The organic composition of the production in the coun-
tries A and B is the same {c and w is 100 in both
countries). This has been done to make 'other things
equal” - to eliminate the pessibility that a higher or-
ganic composition should be the cause of any transfers
of walue. This means that in this case wvalue and price
of production coincide.

The equal organic composition in no way indicates
that this is a guestion of a preduction of identical com-
modities, because then the wage increase in country A
would mean that A's cemmodities would be cutstripped by
country B's lower prices. The characteristic feature of
the trade between the imperialist couniries and the ex-
ploited countries is namely that they exchange different
commodities.

Finally, we suppose that the entire capital turns over
at the same speed in both countries,

In Table 3.3 the rate of surplus-value and the rate of
profit between the twe countries have been egualized.
Thus the exchange relationship between the two countries
is equal.

In Table 3.4 a 50 per cent increase in wages has
been introduced in country A, resulting in a lower rate
of surplus-value - a lower degree of exploitation. This
affects the exchange relationship between the twe coun-
tries.

Equal quantities of labour-power are used in the twe

countries. It is only the price for the labour-power




Table 3.3

Constant Variable Surplus- Cost- Value  Rate of Average rate Price of
capital capital wvalue price profit, % of profit, % production
= Y 5 c+v CH+V+5 s/C 15 le+v)+PxC
Country A 100 100 100 200 300 50 50 300
Country B 100 100 100 200 300 50 50 300
00 B00
Table 3.4
Constant VYariable Surplus- Cost- Value Rate of Average rate Price of
capital capital wvalue price profit, ® of profit, % production
c v 5 CH+V CHV4s s/C E* {cev)+P " nC
Country A 100 150 50 250 300 20 33.33 333.33
Country B 100 100 100 200 300 50 33.33 266.67
00 600
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which is not the same and; therefore, the wvalue of the
production in the two countries is the same. The rate of
surplus-value &' is different in the two countries. But
the rate of profit is the same. Because the price for
labour-power is different, we get different prices of pro-
duction even though there is the same quantity of human
labour and the same quantities of walue in the two
countries.

Whereas the commodities in Table 3.3 were equally ex-
changed by 300 to 300, the wage increase of 50 per cent
in Table 3.4 (which is moderate compared to the real
differences) results in an unequal exchange: 333 1/3 and
266 2/3 respectively. Country B is balked of 300
- 66 2/3 = 33 1/3 as compared to egual exchange. And
country A gains 33 1/3 - 300 = 33 1/3. In the case of a
complete exchange of commodities between country A and
country B, country A would gain 33 /3 + 33 1/3
= 66 2/3. Al the same time the wage increase in country
A means that the owverall average rate of prefit falls
from 50 per cent to 33 1/3 per cent.

In this way, wvalue is transferred from countries with
a low wage level to countries with a high wage level.
Through the international commodity and capital mar-
kets, the rich imperialist countries benefit from trade
with the poor countries by means of unequal exchange.

The colonial form of imperialism at the end of the
nineteenth century gave rise both to higher wages in the
developed countries and to exira profits. But the mobil-
ity of capital, which also was a result of imperialism,
tended soon to equalize the differences in the rates of
profit betwsen the investments in the colonies and in the
imperialist countries. The working classes of the imper-

ialist countries succeeded through parliamentary and
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industrial struggles not only in maintaining but alse in
increasing the comparatively high wage level they had
obtained compared te that of the preletariat in the ex-
ploited countries.

The efficient industrial strugele of the American and
West European working classes and the simultaneous
brutal suppression of the same peolitical and industrial
struggle in the Third World, has resulted in differences
in wages of 10 to 20 times. The increasing international
mobility of capital, particularly after the Second World
War, has resulted in a tendencey towards an equaliza-
tion of the rate of profit., In general, capital invested
in the Third World does not yield higher profits than
capital inwvested in the imperialist countries. Therefore,
the international differences in wages are Telt in the
prices. Commodities from the Third Weorld are cheaper,
and when the two groups of countries exchange commod-
ities, wvalue is transferred from the poor exploited coun-

tries to the rich imperialist countries.

ON EXPLOITATION BETWEEN COUNTRIES

In the last analysis, expleitation is an appropriation of
other people's labour. This is true whether it is ocne
person's exploitation of another person or one country's
exploitation of another.

The products of human labour are commodities or ser-
vices and, therefore, the appropriation: of human labour
is the appropriation of these commodities and services.
Consequently, all expleoitation between countries is ulti-
mately based on an unequal exchange of commodities and
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services.2? This may either be reflected by a deficit in
the balance of trade, which means that the imperialist
country imports more commodities than it exports accord-
ing to current world market prices, or the ineguality
may be found in the actual price formation. We believe
the latter to bhe correct.

Emmanuel says:

To simplify still further: one country can only gain
something at the expense of another by taking more
goods than it provides or by buying the goods it ob-
tains too cheaply and selling those it provides at too
high a price.?3 (Unequal Exchange Revisited, p. 56)

During a long period and generally speaking, the
impests—of—the Tiird Wortd-from_the imperialist countries
exceed their exports meagured _in_world market prices.

The countrtes ul' the Thlrri w:nrld have m _lﬂ.kﬂ—lﬂi:ﬁﬁ A=

tinugusly to cover this import sur plus Thus the trans—

fer of value from the Third Werld is not based on an
ok WP et
export 5urp1u¢. te_the rich countries measured in world

market:_prtv:ﬁ'ﬁ. _The transfer of value 13.[-;135 place an 1.hl:

basis of an inequality of market p_ru:ea _as one. crf the

price-determining elements contains__an. 1ne1uallty -

-

namely the wages.

The international mobility of capital and the conse-
gquential tendency toewards an equalization of the rate of
profit prevents the low wages in the peor countries from
resulting in generally higher rates of profit of capitals
invested in these countries. The national and interna-
tional competition between capitalists means that the low
wages do not result in higher profits but in lower
prices. The low wages lead to low prices, and thus the

consumers benefit from this, whether they are capitalists
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or wage-labourers. The consumers are [irst and foremost
the population of the imperialist countries. Table 3.5
shows how the imperialist countries account for around
3/4 of the exports of the poor courtries.

Table 3.5
Distribution of develaping ¢ountries' exports (per cent)
Export to 1972 1973 1974 1975 1976 1977

Industrial couniries 74.3 4.0 J9.2 Ja.3 73-5 2 712-9
Developing countries 21.1 21.3 21.3 22.7 22.5 23.0
Socialist countries 4.5 &7 L i F ] L |

Total 100.0 100.0 100.0 100.0 100.0 100.0

{Source: International trade 1975/76 and 1977/78, GATT,
Geneva 1976 and 1978.)

ON EXPLOITATION

Capitalist exploitation is not exclusively and in iso-
lation connected to production or to the concrete rela-
tionship between capital and labour. Under developed
capitalism, the exploitation must be seen in relation to
the circulation of capital as a whele - {.e. beth in re-
lation to production and to the trade in commodities.
Umdj_:fﬂ_elﬂ:gd__cf?italism._mlhi is transferred from
_productivity within one line of industry. Value is trans-
ferred from lines of industry with a low organic compo-
sition to line-s with a high organic composition. Finance
and trade capital can appropriate wvalue without even
being directly attached to the productive sphere. Value
fs transferred from countries with a low wage level to
countries with a high wage level. All these transfers of
value - conditions of expleitation - can only be under-
stood, il the capitalist circulation is considered as a
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whole and not only on the basis of production. The
basis of the 'surplus-value - the surplus-labour - s
created in production, the appropriation and distribution
of the surplus-value take place in the trade in commod-
ities.

The fact that, techmically, a person takes part in
production as a wage-labourer does not necessarily mean
that he or she is exploited and that he or she cannot
exploit other people. Wage-labour is a sine qua non of
capitalist exploitation but it is not enocugh. The exploi-
tation depends an the actual ratio between th:qr;;ss-

ary labour” .{EhE‘ wagEEi and the "surplus labour" ([the

5ur‘pIu5a-value} Thu.a-, if }ruu can secure more value for

g i e e —— S

your wugtﬁ than }'uu hawve r_reated you are not hemg

exploited Butl y }rnu are exploifing. ¥

in  principle there is nothing new .about this. In
Grundrisse, pp. £34-43, Marx deals with the fact that
through the determination of prices of production and 4

national average rate of profit, labourers could benefit

from other labourers' products being sold below their
value to the extent that these prqd_uctjﬁ_jﬁfi_’_pift of
their \_c'qrgvsﬂqmpt_mn Hﬂwex;r:r, when he wrote Grundrisse in
1857-8, Marx did not regard this as something import-

ant. He writes:

As regards the other workers, the case is entirvely the
same; they gain from the depreciated commodity only in
relation (1) as they consume it; (2) relative to the size
of their wage, which is determined by necessary
labour. lf the depreciated commodity were, e.g. grain
- one of the staffs of life - then first its producer, the
farmer, and following him all other capitalists, would
make the discovery that the worker's necessary wage

is no longer the necessary wage; but stands above its
level; hence it is brought down....

(Marx, Grundrisse, p. 439.)
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Engels did not doubt the possibility of the British
proletariat exploiting the celonial proletariat.
..+ the English proletariat is actually becoming more
and more bourgeois, so that this most bourgeois of all
nations is apparently aiming ultimately at the pos-
session of a bourgeois aristocracy and a bourgeois
proletariat alongside the bourgeoisie, For a nation

which exploits the whole world this is of course to a

certain extent justifiable.
(Engels to Marx, 7 October 1858, MESC, p. 110.)

And in a letter to Kautsky he wrote:

You ask me what the English workers think about co-
lonial policy. Well, exactly the same as they think
about politics in general: the same as the bourgeois
think. There is no workers’ party here, you see, there
are only Conservatives and Liberal-Radicals, and the
workers gaily share the feast of England’s menopely of
the world market and the colonies.

(Engels to Kautsky, 12 September 1882, MESW, p. 678.)
Thus the fact that wages of a certain size can contain
more wvalue than the labour performed in order to get
the wages is not something mm.r.25
It is a question of quantity whether it applies in the
case of a managing director with an annual salary of
%$100,000, or in the case of an assistant manager with a
salary of %$25,000 - or if it already applies to the
gkilled worker earning $15,000. It is a question of cal-

culations, not of principles.

SOUTH AFRICA - A CONCRETE EXAMPLE

A working class (labour aristocracy) may very well

share in the exploitation of a proletariat. In order to
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illustrate this we shall look at a concrete example: the
participation of the white working class in the exploita-
tion of the black proletariat in South Africa. In his
article "The White Working Class in South Africa" (New
Left Review, No. B2, Dec. 1973}, Robert Davis describes
the basis of the high standard of living and racist
ideology of this class, which can be explained by its
participation in the economic exploitation of the black
working class in South Africa.

Robert Davis writes:

For it is clear that a sectien of the labour-force will
tend to become most fully tied to the bourgeoisie when
it benefits from the extraction of surplus value, in
other words when it participates in the exploitation of
the majority of the working class. Tables 11 and 111
below represents an attempi to show that it is true of
the white mining, industrial and construction workers
in ‘South Africa.

From Table 11 it is clear that the average white min-
ing wage {and even the basic white rate) have been,
for the whole period in question, consistently above
what we have called the "average allowable wage with
no surplus content', very roughly an indication of the
average wage each worker would receive if there were
no expleoitation,

Since the "average allowable wage with no surplus
content"” represents an average free of employers' ex-
ploitation, roughly speaking any group of workers who
recieves an average wage above this level must either
be contributing more labour power than the average,
or else be receiving this higher wage at the expense of
fellow workers, through some {(work-place or national)
political arrangement.

That the first possibility does not apply to white
minewerkers is borne out by the following facts. ln the
gold mines the ratio of white wages to black wages in
1911 was 11.7:1, while by 1966 the gap had increased
te 17.6:1. But between 1920 and 1965 the productivity
of black gold miners rose from an annual rate of 223
tons of ore mined per man to 417 tons per man - an
increase of 188 per cent.#? The productivity of the
whole labour force had meanwhile increased from an




Table 11
Reugh indication of white miners' share in surplus produced

in the mining sector (current prices)

1911 1920 1930 1940 1550 1961 1970 1972
Total market value x
of sales (Rmillions) 95,358 136,664 118,570 259,090 383,314 B93,281 1,563,375 1,942,344
Depreciation (C) 28,030 35,686 35,470 71,834 142,726 341,216 615,046 632,739
Wages (V) 37,634 46,088 40,446 75,322 139,224 293,250 488,100 570,757
Surplus (5) 29,694 54,9100 42,654 111,934 111,364 258,806 460,229 758, 848
Av. allowable annual wage
with no surplus centent
(54V/labour force) R222 R345 R242 R377 R507 RB26 k1,347 R1.963
Average white wage R560 REIS RBLE ROI1 RI,59%4 R2,501 RE,074 k5,008
Surplus content o
white wage R338 R525 R&06 R534 R1,087 R1,675 R2,727 R3,135
Basic grade white rates
iselected years) RE24* R520% R3,036
Average black wage ¥ REZ 255 RGT RI1ID R159 RZ35 Ra02
Rate of exploitation
of black labour
(5/total black wages %) 181% 331% 232% 365% 240% 278% 316% 415%

* Lowest grade
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annual rate of 39 fine oz. of gold per man to 61 oz, per
man over the same period.”~ This represents an in-
crease of 157 per cent. The black increase in produc-
tivity was therefore above the total average increase

in productivity, and we therefore also conclude that
the average white miner's increase in-productivity

must have been rather less than that of his black col-
league.

In other words whilst black miners had increased
their relative contribution of labour value, their re-
lative income position had declined. So, indeed, did
their real income: for the average black miner received
less in real terms in 1966 (R71 at 1938 prices) than in
1911 (R72 at 1938 prices).31 The reverse, of course,
applies to the white miner. On productivity grounds,
therefare, the differentials should have become smaller
not larger. Increased productivity thus cannot account
for the white miners' higher than "allowable wage with
no surplus content".

Of course, the explanation for this state of affairs is
political. Black wages are kept low by the laws
against effective political and trade union organiza-
tion, by the colour bar and by the migratory labour
system — all official instruments of State policy. Black
workers are therefore victims of a super-exploitation,
which has tended te increase rather than to diminish
las the table showsl). Since the average white wage is
a significant amount above the "surplus lree wage",
and since it is not based en higher productivity, the

Table 111

Rough indication of white manufacturing and construction worker's
share in surplus in those sectors (selected years, current prices)

1960 1961 1965 1968 1060
Gross value of manufacturing
and construction cutput

{Rmillions) 1,292 1,373 2,241 2,827 3,236
Depreciation lapprox, at
national averagel (C) 110 137 179 226 59
Wages (V) 652 695 1,228 1,613 1,675
Surplus (5) 530 541 B34 988 1,302

ATlowable wage with

no surplus content

[5+¥/labour forcel Hl.ﬁﬁl R1,555 R1,854 R1,862 R2,002
Average while wage ‘ ¥ 5 f '
Burplus conient ol

average white wage R3B7 R346 RT3  RL,093 Ri
Average black wage o]

Eate of expleitation

of black labour

iS/total black %) 261%  213% 171% 141% 195%
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inescapable conclusion is that the white mine workers
benefit from surplus value created by blacks; in other
words they indirectly share in the exploitation of
blacks, via their political support for the State and
the economic privileges they receive from it in return.
If we look at similar figures fer industry and con-
struction, we see the same pattern repeated for funda-
mentally the same reasoens.

In industry and construction, as well as in mining,
the white worker has visibly benefited [rom political
privilege, and if the same analysis were applied to
other sectors of the economy, doubtless the same trend
would appear. What can then be said, without fear of
contradiction, is that since the white wage is high by
virtue of pelitical privilege, if this privilege were to
disappear, the white wage would be reduced. This
would be so in any. type of seciety that replaced it:
nec-colonial, independent (if such thing is possible)
native capitalist, or socialist. ln a socialist society,
unless exceptionally high productivity were proven
inot, as we have seen, true of the South African white
worker), a worker's income would tend to be close to
the "allowable wage with no surplus content” (this in-
come would, of course, consist partly of collectively
consumed items and. there would be some contribution
for new investments). The average white South African
worker would therefore stand to lose at least one-third
to two-thirds of his current income by the introduction
of a socialist society, and must on economic grounds
therefore be judged likely (o oppose either phase of the
"two-stage" freedom struggle, as envisaged by classi-
cal Stalinist strategy.

GLOBAL INEQUALITY

Emmanuel has made a similar but gleobal calculation:

In 1973, the average annual wage in the USA amount-
ed to around 10,500 U.5. dollars. The pepulation of the
entire capitalist world at that time was about Z bil-
lions six hundred millions, and there was a little over
& billion economically active. To pay all these econ-
emically active people on an American scale would re-
quire close to 11,000 billions US $. However, the total
national income of these countries in 1973 amounte& to
only $2,700 billion. (The Socialist Project, p. 70.)92
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This' means that even if the entire capitalist class
was expropriated, that is if all profits were paid out as
wages, and even if no money at all were put aside for
investments and maintenance, each labourer could only
get an average pay of $2,500, which is no more than a
quarter of the average American wages.

In the same article Emmanuel continues:

This means that the United 5tates can be the United
States and Sweden can be Sweden only because others,
that is the 2 billion inhabitants of the Third World,
are not.

This also means that every material equalization from
the top down is excluded, If by some miracle, a social-
ist and fraternal system, regardless of its type or
model, were introduced tomorrow morning the world
over, and if it wanted to integrate, to homogenize man-
kind by equalizing living standards, then to do this it
would not only have to expropriate the capitalists of
the entire world, but also dispossess large sectlons of
the working class of the industrialized countries, of
the amount of surplus value these sections appropriate
today. It seems this is reason enough for these working
classes not to desire this "socialist and fraternal" sys-
tem and to express their oppesition by either openly
integrating into the existing system, as in the United
States of America or the Federal Republic of Germany,
or by advocating national paths to socialism, as in
France or Italy. (Ibid., p. 71.)

Thus, under developed capitalism - imperialism - the
appropriation of other people's abstract labour does not
only take place in the relationship between capitalists
and lahaurers The hlgh wage level nf the population as
a_ whole in thr rich couptrles means _Lha.T. alen _the 18-
bourerf. are ahle to appropriate the surplus-value cre-
ated in the poor countries so t"hat t'hg lahnprers are
able te appropriate more value than they create them-
selves. This is a characteristic of the position of TIT;
working class in estern Europe and North America today.




IV
The Validity of
the Prerequisites
of Unequal Exchange

INTRODUCTION

From the end of Weorld War Il -and wuntil the 0il Crisis
in 1973, when the recession began to be felt, capitalism
had existed almost without crises in the imperialist
countries. The period was characterized by an increase
in prosperity for the majority of the population of these
countries as never seen before. The working c¢class
achieved its lot by the increasing real wages. Cars,
refrigerators, television sets, stereo sets, and other
electronic equipment became necessities. Travel, weekend
cottages, bungalows, yachts etc. became obtainable ob-
jects for a big part of the workers in the imperialist
countries. The youth became large-scale consumers of
clothes; music, and fashions. Guaranteed minimum
wages, unemployment insurance, sickness insurance, so-
cial relief programs, etc., removed the potentially lethal
poverty in the case of unempleyment and sickness. Capi-
talism received a "human face" in Western Europe and
North America.

The main working class party, the Social Democracy,

came into power in mest West European countries without
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changing the imperialist character of these states. The
national interests of the imperialist countries included
both the working class and the bourgeoisie. The pros—
perity of the countries became the prosperity of all
classes so that the population of the rich countries con-
stitutes the upper clase of today's world. In other parts
of the world capitalism did not mean prosperity but eco-
nomic, secial and pelitical ecrisis. To the exploited coun-
tries in Asia, Africa and Latin America capitalism means
gross exploitation, plundering of natural riches, oppres-
sion of elementary human and democratic rights, and
wretched poverty. The high wages in the rich countries
determine and are determined by the fact that a major-
ity of the population of the world live in peoverty and
wretchedness and receive wages which hardly cover their
mere physical reproduction cost. The efficient industrial
struggle of the North American and Western European
working classes tagether with the brutal suppression of
the political ‘and industrial struggles in the Third Werld
have resulted in large differences in wages in the
world.

Conversely, the international mobility of capital,
which has grown particularly after World War 11, has
resulted in a tendency towards a global equalization -of
the rate of profit. In general, capital invested in the
Third World does not yield considerably higher rates of
profit than capital invested in the imperialist countries.
Therefere, the international differences in wages can be
felt in the prices. Commodities from low-wage countries
are cheap and commodities from high-wage countries are
expensive. When the two groups of countries exchange

commodities, walue is transferred from the low-wage
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countiries to the high-wage countries. This is the funda-
mental thesis of the theory of ungequal exchange, which
is based on two prerequisites:

1. Wages

Unequal payment of the labour-power. Internationally,
the class struggle has been fought on an unequal econ-
omic basis, which has led to the wage level and conse-
quently the rate of surplus-value varying enormously.

2. Profit

Equal payment of the capital. The mobility of capital is
sufficient to produce a tendency towards an internatiomal
equalization of the rate of profit,

Below we shall deal with the wvalidity of these two pre-
requisites, and in this chapter we shall include concrete

economic facts.

VARIATION IN WAGES
IN A DIVIDED WORLD

Introduction

Under capitalism, labour-power is a special commedity.
Special because the price of the commedity, the wages,
does not primarily reflect economic rules but political
conditions. The wage level reflecis the strength of the
working class in relation te the bourgecisie and depends
en the economic framework which the soéiety in question
has provided for wage-variation.

Wages form part of the social product. Thus, apart
from being the price for labour-power, wages constitute

an important and basic element in the distribution of




108

the social production. Wages and profit are two parts of
a connected whole, two parts of the social production.
The distribution of this production is determined by the
struggle of the classes.

The price of labour-power is determined by moral and
historical elements, just as the market for labour-power
is full eof norms, rules, and regulations. These reflect
the relative strengths between the classes. They result
in a tendency towards an equalization of the wage-level
within the individual countries, particularly within the
imperialist countries. This also means that the rate of
exploitation is equalized. The tendency towards an
equalization of the national wages is partly due to the
comparatively high mobility of the labour-power within
the country and partly to political intervention.

Internaticnally, a similar tendency has not heen seen,
on the contrary. Historically, there has been a tendency
towards a growing gulf between the wages in the poor
countries and the wages-in the rich countries. Today the
differences in wages are bigger than ever. There is not
one world market price for labour-power as is the case
with the majority of other commodities. There are many
prices. However, the main tendency is that wages ‘are
divided into two kinds: subsistence wages to the prolet-
ariat in the exploited countries and comparatively high
wages to the workers in the imperialist countries in
North America, MNorthern Europe, Japan, Australia, etc.
This tendency not only continues but is becoming more
prominent.

From the break-through of capitalism and wuntil the
middle of the nineteenth century, there were only limited
differences in wages internaticnally. Subsistence wages

were prevailing, as they had been for centuries to the
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extent ‘that wage-labour had existed. The wvariations
which could be seen reflected climatic and other natural
conditions, which made life easier or more difficult. In
their theories, the classical economists Adam Smith and
David Ricardo presupposed constant and equal wages. To
them and their contemporaries wages were closely ident-
ified with the subsistence level. And studies of the con-
ditions of wages and prices during the first ten years
of the nineteenth century do show a close relation be-
tween wages and the price of bread. Expenses for bread
alone amounted to about 50 per cent of the wages for a
working-class family. (The studies have been gquoted by
Emmanuel, Unequal Exchange, pp. 49-50.) As mentioned
above, it was the industrial struggle in Britain in the
1860s which made the wages increase slowly. The con-
crete differences in wages which have occurred in the

world since then will be discussed below.

THE CONCRETE VARIATIONS IN WAGES

A plobal study of wages by Cairnes in 1874 (quoted by
Emmanuel, op. w<it., p. &6) comes to the following re-
sults: wages in the United States were 25-50 per cent
higher than in Britain, 48-70 per cent higher than in
Belgium, and about 100 per cent higher than in France,
1f we consider countries such as India and China,
American wages were about 4-5 times as high. During
the one hundred years which have passed since then,
this tendency has become much more emphasized. Today
the differences in wages between the imperialist coun-
tries and the exploited countries are not &4-5 times but

10-20-30 times. Table 4.1 gives an outline of the time
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rates in the industries of a number of selectad coun-
tries, which are characteristic of both the imperialist
countries and the exploited countries. The figures in the
table correspond to the wage level in the sectors which
in the countries in question produce for the world
market.

As it appears in Table 4.1, there are considerable
international wage wvariations in the case of industrial
workers. In the case of agricultural workers the wage
differences are even more pronounced, as it appears
from the tahle, since agricultural workers in the Third
World receive wages which are lower than the industrial
workere of the ‘countries in question. This applies
especially te the exporting plantations which preduce
coffee, cocoa, tobaces, tea, rubber, peanuts, bananas,
cotton, and similar commodities, which are mainly con-
sumed by the population of the imperialist countries and
by the middle and upper classes of the expleited coun-
tries. Agricultural workers in the Third World are paid
about 30 times less than the workers of the richest
countries.

1t is evident that a table like this is vitiated by
errors: and uncertainty, but other studies (see for ex-
ample A. G. Frank Crisis In the Third World, London,
1981, pp. 179-182, or Fribel, Heinrichs, Kreye, The New
International Pivision of Labour, Cambridge, 1980, p.
361) and our own experiences from travels in the Third
World confirm the main results of the investigation.

If we use the [igures in Table 4.1 and weigh them
with the number of industrial workers in the countries
in question, the average figure representing the wages
of the industrial workers appears:
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Imperialist countries: about $5.60 per hour
Exploited countries: about $0.46 per hour

As it has been impossible to find reliable figures for
the number of agricultural workers in most countries
and, as many of the wage figures for agricultural work-
ers de not represent the real renumeration, we have
chosen to estimate on the basis of the figures available
the ratio of the number of industrial workers to agricul-
tural workers and the ratio of the wages in industry to
agriculture, and have reached the following result:

The ratio of the number of industrial workers to agri-
cultural workers:

Imperialist countries: 18:1

Exploited countries: 1,3:1

The ratio of the wages of the industrial to the agricul-
tural workers:

Imperialist countries: 1.4:1

Exploited countries: 2:l

Thus the average wages of both industrial and agricul-
tural workers can be calculated:

Imperialist countries: $5.50 per hour

Exploited countries: $0.36 per hour

Thus wages are, in general, 15 times higher in the
imperialist countries than in the exploited countries,

In the following, we shall use this ratio of the wages
in the imperialist countries to the exploited countries
({15:1) in our calculations, well aware that this methed
of calculation is not the safest. Several things indicate
that the difference in wages is bigger in real life. The
wages which are actually paid in the poor countries are
often lower than the ones stated. This is due to sheer

evasion of agreements and legislation on the part of the
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employers ({ibid.; p. 353).1 Furthermore, the statistics
often only apply to organized labourers. In the Third
World many labourers are not organized and they get
even lower wages than the organized members of their
own class. In many imperialist countries the employer
pays insurance, pensions, elec., which are not paid
directly to the workers. These amounts ought to appear
as part of the wages. Thus it would perhaps be much
nearer reality, il we estimated a wage difference of be-
tween 15 te 25 times, instead of the 15 times which we
have chosen as our basis of calculation.

Table 4.1 Hourly wages (US dollars)

Country Industry Agriculture
Year Wage Year Wage

Africa

Egypt 1973 0.22 — —

Kenya 1978 0,94 1977 0.23 a,b.d
Nigeria 1978 0.44 1975 (0.30 RT.c
Tanzania 1974 0.45 1974 '0.26 d
Zambia 1976 0.75 1976 0.33 ¢
Ghana 1970 0.40 - —

Latin America

Argentina 1977 .22 1877 . 0.18 U
Bolivia 1977 0.41 RT - —

Brazil 1976 1.23 - -
Colombia 1978 D.65 - -

Chile 1978  0.60 1978 0.22 RT,c
Equador 1977 0.75 = e

Mexico 1976 0,97 1978 0.49 RT,d*
Asia

Bangladesh ™ 1977 0.14 RT.S 1977 0.09 RT,S.¢c
Burma 1977 0,17 i =

Hong Kong 1978 0.70 RT - -

India 1975 0.15 1977 0.06 RT,d
Japan 1978 6.79 1976 - 1.67 M.d
do. .33 W,d
Pakistan 1975 0.19 1978 0.12 e
Philippines 1975 0.25 1975 0.11 aubsc

Singapore 1978 0.79 - =
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Country Industry Agriculture
Year Wage Year Wage

Sri Lanka 1978 0.21 1978  0.07.d
South Korea 1979 1.06 1978 0.86 M,RT.,d
do. 0.65 W,.RT.d
Turkey 1977 0.B4 1977 (.80 d*=
Europe

Denmark 1978 &8.76 1978 6.51 ¢
Spain 1976 1.99 1978 1.43 ¢
France 1978 4.18 197¢ 2.10 a,b,e.d
West Germany 1978 6.42 1978 3.96 M.RT.d
do. 3.02 W.RT.d
Greece 1978 1.85 — =

Italy 1977 3.07 - —_
Switzerland 1979 7.23 1978 7.07 M cw***
da. 5.19 W, pw#¥
Sweden 1978 7.52 1978 6.10 M,c,d
do. 549 W,c.d
Great Britain 1978 31.97T M 1977 2.6B M,c
do. 2.4 W 2:.15 " W,e
Qceania

Australia 1978 588 M - —_

do. 4L.69 W

Mew Zealand 1979 4.29 1978 2.61 RT,c
Noerth America

Canada 1979 6.34 1978 3.17 HT¢
USA 1979 6.66 1976 3.07 RT,a,b,e,d

RT: The amount shows the wages agreed to through collec-
tive bargaining. It is usually the minimum wage. In the
exploited countries this figure will almost correspond to the
actual wages or it may be just above.

M: Men; W: Women; 5: Skilled; U: Unskilled.

a: Besides the wages stated, free meals are granted.

b: Besides the wages, free lodgings are granted.

c¢: The total wages are paid cash.

d: Some of the wages are paid in kind. The statistics show
only the amount paid in cash.

* Day-labourer; ** Fishermen; *** Woodmen.

Source: The figures have been calculated on the basis of
various UN and 1LO statistics as well as on the basis of
Friobel, Heinrichs, Kreye, op. cit., p. 351,
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WORKING CONDITIONS

The wages paid to the industrial and agricultural work-
ers in the exploited countries are often not enocugh to
cover the physical reproduction costs of the labour-
power. The wages in these countries are often simply net
high enough to keep the working force alive., This is
evident when the wages are compared with the prices of
basic foodstuffs. Lf the labourer does not get any kind
of supplement from his family who works on subsistence
farms, the consequence will be an extremely rapid attri-
tion and change of labour-power. A rate of change of
5-7 per cent each month and of 50-100 per cent annually
is not abnormal within industries and plantations in the
Third World. (Fribel, Heinrichs, Xreye, op. eit.,
pp. 529-30). Within the electronics industries of Asia,
e.g. in Hong Kong, Singapore, Malaysia, and Taiwan,
young female labourers are preferred. They have ne
family life, domestic work or child minding to take care
of hbeside their work and are therefore able to work
harder and longer hours, up to sixty hours weekly.
They do not participate in the maintenance of the family
and are therefore paid low wages. After 3-4 years of
back-breaking work at the microscopes they are worn
down. Their «sight and nerves can neo longer cemply with
the demand of the production for speed and accuracy
and they are fired - or as it is called Yencouraged to
retire and marry'. Mew and fresh labour-power is em-
ployed (Frank, op. cit., p. 164). Frobel, Heinrichs and
Kreye have looked inte the working hours in the Third
Hortdtz
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In most of the countries where free production zones
and world market factories are in operation the stan-
dard working week is forty-eight hours. The difference
between this figure and the standard working week of
forty to forty-four hours in the traditional industrial-
iced counlries is only a partial reflection of the real
prolongation of the working day in the new production
sites in the developing countries. The high number of
weeks worked in the year, the large amount of overtime
and the low number of days off serve to prolong the
total annual working time still Further, so that the
labour-foree in some world market factories works up
te 50% more hours per year than the traditional indus-
trial countries. For example, working hours in manu-
facturing industry in Hong Kong often amount to more
than sixty hours per week.8 In the world market fac-
tories in South Korea the usual working week of the
factory worker is sixty hours.D? Total productive hours
per year amounts to approximately 2800, compared with
1860 on the average in Federal Germany.© Workers in
South Korean industry are required to work seven
days, eighty-four hour weeks - i.e. a twelve hour shift
each day without rest days.d In Thai manufacturing
industry a nine hour working day with only one day
off per month is often rcquirnd“‘

':':"[lq. ri.1+1- PP- 353'_51-]

When the authors lay stress on a working week of 60
hours it is not an unique example. "There iz no legal
restriction of the working day for men over the age of
18 years", as advertised by Hong Kong Trade Develop-
ment Council, In 1968, 52 per cent of all workers in
Heng Kong worked 10 hours a day or mora. 58 per cent
of the labour-force worked 7 days a week. According to
a survey made in 1971, 171,439 out of 700,000 industrial
workers worked 75 hours a week or more. OF these 13,792
worked 105 hours or more a week, which corresponds to
15 hours a day. The same year 36,000 children worked
illegally in Hong Keong. (Frank, op. ¢it., p. 169, This

book contains several atrocious examples from Brazil and
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South Korea among other countries.} Conditions hawve not
improved since then, on the contrary. These conditions
can be compared to the worst Manchester capitalism in
Britain in the 1830s.

PRODUCTIVITY AND WAGES

The Myth of the Low Productivity
in the Exploited Countries

One of the most popular explanations of the international
wage differences is that they are based on similar dif-
ferences in productivity. This explanation is also used
as an cbjection against the theory of unequal exchange.
As establicshed in Chapter 3, this explanation is theor-
etically wrong because the extra profits temporarily
yielded by productivity increases fall first and foremost
to the ecapitalist. The fact that increases in productivity
are used by the unions of the imperialist countries as
an argument for higher wages in the case of collective
bargaining does not mean that productivity increases are
an economic factor which regularly pushes up wages.
Whether the working class succeeds in benefitting from
productivity increases does not depend on the actual in-
creases but en the relative strength' of the working class
and the capitalist class. The wages are not the price
for the results of the work but the price for the labour-
power.

However, the wiew that the productivity of the export
sectors in the Third World is loewer is wrong. The enter-
prises in the Third World are not generally character-
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ized by low productivity. Often one finds a rate of
productivity which corresponds to that of the imperialist
countries - if they can be compared at all. The same
technology is used. Samir Amin, who has been dealing

with this, writes:

.+« the exports of the Third World are not, in the
main, made up of agricultural products coming from
backward sectors with low productivity. Out of an
overall total of exports from the underdeveloped coun-
tries of the order of $35 billion (in 19686}, the ultra-
modern capitalist sector (oil, mining, and primary
processing of minerals, modern plantations - like those
of United Fruit in Central America, or Unilever in
Africa and Malaya) provides at least three-quarters,
or $26 billion. ...

As regards the other exports of the Third Werld, pre-
vided by the backward sectors, with low productivity
{agricultural produce supplied by peasantries of the
traditional type), is the situation less clear? Here the
differences in the reward of labor (the term "wage" is
out of the place in this context) are accompanied by a
lower preductivity. How much lower? 1t is all the hard-
er to say because the products involved are, as a rule,
not comparable: tea, coffee, cocoa are produced only
in the periphery. It can be safely suggested, however,
that rewards are proportionately much lower in the
periphery than are productivities. An African peasant
obtains, for example, in return for 100 days of very
hard work every year, a supply of imported manufac-
tured goods the value of which amounts to barely
twenty days of simple labour of a European skilled
worker. [Samir Amin, Unequal Development, p. 143.)

The really low rate of productivity can be found on
the subsistence farms in the agricultural areas, the
development of which is blocked by the unequal develop-
ment, which again is a consequence of the unequal wage
level. But this part of the economy of the Third World
does not influence the exportation to the imperialist

countries.
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A large number of studies of individual enterprises
and analyses of wvarious industries show that the rate of
productivity - defined as output per head - is by and
large the same in the world market industries in the
Third World and in the rich countries. The multinational
company Philips has concluded - based on surveys in
1970 and 1978 into the enterprises of the company in
Eurcope, Japdn, Australia, and in the Third Werld - that
the productivity {measured as produced units per la-
bourer) is more or less the same: in these areas (Le
Nouveau Journal, Paris, 18/4 1979). On the basis of a
number of studies, Deutsche Entwicklungsgesellschaft
concludes that the rate of productivity of the industries
in the exploited countries which have turned their pro-
duction towards the world market is only a little lower
than the rate of similar industries in Western Europe.
In the light of the lenger working hours in the Third
World, the workers have a much higher rate of perform-
ance than the workers ‘of Western Europe. {These studies
and the following are quoted from Frobel, Heinrichs,
Kreye, p. 356.) According to studies made by The United
States Tarifi Commission, the rate of productivity of
workers in American-owned enterprises outside the United
States is by and large the same as the rate of produc-
tivity of workers within the same lines of industry in
the United States. According to these studies, the work-
ers in the clothing industry of the exploited countries
produce just as many units per hour as their American
colleagues do. Certain studies even conclude that the
rate of productivity of the industries in the exploited
countries is higher than that of the imperialist coun-
tries. So Baerresen concludes in a report that the pro-

ductivity in American-owned enterprises in Mexico in
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certain cases is considerably higher than it is in simi-
lar enterprises in the United States. For example in the
case of the electronics industries, the Mexican rate of
productivity was 10-25 per cent higher than it was in
the United States. According to Baerresen, American man-
agers in Mexico report that South Korean labour-power is
a further 10-40 per cent more productive than the Mexi-
can labour-power. The American managers have also
worked for American firms in South Korea. Managers in
the United States and Western Germany, who were the
heads of Malayan textile and electronics enterprises, un-
animously stressed after a few months of production that
the rate of productivity in Malaya was the same as at
home. Another American study by R. W. Moxon concludes
that as far as the electronics industiry is concerned the
rate of productivity is generally higher in the expleited
couniries than in the United Statcs.a

It should be stressed that in these studies the defini-
tion of productivity is the number of units produced per
labourer within a given time unit. As the rate of pro-
ductivity turns out to be the same or higher in the
exploited countries, it is often due to a much higher
labour intensity in the Third World. Very often many of
the manual operations ate mechanized or automatized in
the imperialist countries. This means that the labourers
in the Third World have to work much more intensively
ta achieve the same rate of productivity. If the working
processes hawve not been mechanized in this part of the
world, it is only due to the wages being so low that it
would not be of any advantage to the capitalists to
mechanize.

In the expleited countries the rate of productivity is

often much higher within mining and plantations than in




120

the imperialist countries. This is first and foremost due
to natural (geologic, climatic etc.) prerequisites, al-
though this does not change the situation. The actual
differences in productivity cannot be explained away,
whatever the reason is for their existence. As the world
locks today, it would be extremely costly for the imper-
ialist countries, both as far as labour hours and money
are concerned, to produce most of the "exotic" products
within for example mining and plantations. (See Emman-

uel, Unequal Exchange Revisited, p. 33.)

FRODUCTIVITY AND WAGES - FINAL REMARKS

Productivity increases are primarily for the benefit of
the capitalists and should be locked upon as a part of
the mutual competition of the capitalists. Productivity
increases are not effected because the capitalists "want"
them, but because they-are constantly forced to improve
the productive forces. The capitalists whe produce at the
quickest speed and at the lowest price de best in the
competition. And, therefore, they try to limit the pro-
duction costs of which the wages make up a considerable
part. It is a fact that improved conditions of production
in' the form of lower wages can be felt in the prices.
The consequence is - as has already been stressed above
- that wvalue is transferred from the expleited countries
to the imperialist countries. But it alse means that the
industries in the Third World outstrip indusiries in the
imperialist countries to the extent that the same commod-
ities are produced. This tendency can be seen very
clearly within shipbuilding, textile manufacturing, and
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certain electronics indusiries where, in particular, South
East Asian low-wage industries outstrip the high-wage
industries of the Western World, which often survive
only by means of political intervention, government sub-
sidies etc. The rapid growth of the South East Asian
industries and the crises in the corresponding industries
in the Western World should be a sufficient proof that
there is -a strong connection between wages and prices.
High wages mean expensive commodities: low wages mean
inexpensive commodities. 1t is just as evident that this
applies to all expeorting economies in the Third World,
even though it is most evident within the industries
where the low-wage companies do best in the competi-
tion. Many economists of wvarious political wviews refuse
te recognize these realities. On the western economists’
hypocrisy and dual attitude to this problem, Emmanuel
writes:

When it is a question of importing coffee or bananas,
which the rich countries do not themselves produce,
and the low prices of which can consequently be only
to the advantage of the purchasing countries, then any
notien of artificially increasing prices is repudiated
in the name of the sound principles of economic ration-
alism, and no allusion to the low wages of the pro-
ducers is allowed, since, in accordance with these
same sound principles, these wages are not the cause
of prices but their effect. When, however, by chance
the poor countries decide to export products such as
Indian cotton goods or Japanese transistors, which are
already included in the production of a traditional
branch of industry in the rich countries, then all these
principles are cheerfully forgotten, and it is dis-
covered that it is only proper that the rich country
should make up by means of artificial tariff barriers
for the equally artificial difference in wages; thus
brusguely and brazenly admitting that wages are not
the effect of prices but their cause.

(Unequal Exchange, pp. 69-70.)
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It is often called "social dumping" when low-wage in-
dustries by means of child labour etc., combined with
modern technology, crush the industries of the rich
countries.

The factors of price formation are related 1o the un-
equal exchange by Emmanuel, who goes thoroughly into

the matter:

But if this conjunction causes the prices of Indian
cotton goods and Japanese ships to be abnormally low,
why are the prices of bananas and coffee not also
abnermally low, since wages in these branches are just
as exotic and proeductivity is undoubtedly higher than
in the West? {Has anyone ever thought what it would
cost to grow bananas or coffee in Flanders or the
Rhineland? )

"Unfair competition by means of low wages", "pauper-
tzed laber", "social dumping', etc., are expressions of
which present-day writing on economic matters is full,
while pure economics goes on imperturbably teaching
that wages depend on prices, and not the other way
round.

In the days when wages varied from one country to
another only as 1 to 2, or even 1 to J or 1 to 4, it was
perhaps legitimate to suppose that fluctuations on the
commodity market could be the underlying cause of
these variations. When, however, wages vary at the
rate of 1 to 20 or 1 to 30, and vary only in space,
while possessing extreme rigidity in time (im which
only a slow and linear trend is to be cbserved, with
hardly any variation), we are indeed compelled to rec-
ognize that they probably vary in accordance with
laws peculiar to themselves and that, consequently,
they really are the independent variable of the system.
(Ibid,, pp. 70-71.)

-

CONCLUSION

We cannot but conclude that the first assumption, which
we made a condition of the wvalidity of the theory of un-
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equal ‘exchange, is in accordance with reality. Unequal
pay of the labour-force does exist. Internationally, the
class struggle has been fought on an unequal economic
basis, which has resulted in the wage level and thus
the rate of surplus-value being at least 15 times higher
in the imperialist countries than in the exploited coun-

tries.

EQUALIZATION OF THE RATE OF PROFIT

The other conditon of the walidity of the theory of un-
equal exchange - namely an equal return on capital
wherever it is inwvested - depends on the mobility of
capital. In this connection mobility means that the capi-
tal has the possibility of moving. Thus it is not necess-
ary that the capital actually moves in order to be char-
acterized as capital with sufficient mobility for creating
an equalization of the rate of profit. If there are no
stimuli attracting capital and it does not mowve, it can-
not be cencluded that it is immcbile. The international
mobility of capital depends on the political barriers set
by the various countries to capital imports and exporis.

The establishment and the following extension eof the
colonial system at the end of the nineteenth century and
the beginning of the twentieth century inecreased the
trade and the international movement of capital between
the imperialist and the exploited countries: Usually,
these capital movements took place within the individual
colonial empires. But at the time Britain made compara-
tively big investments in MNorth and Scuth America wich

were outlside her empire.. Howewer, it was difficult for
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the individual colonial powers to invest in the empire of
other powers, and the United States, which had no col-
onies, was restrained by the colonial system.
The decolenization, the establishment of the DECD?
and the political development after World War 11 meant
greater freedom to the capital movements in the capital-
ist world both between the imperialist powers and be-
tween these and the exploited countries. These improved
possibilities of international mobility of capital meant
increased competition between the capitals, as capital
flow towards branches and areas where the rate of proi-
it is high, and away from branches and areas where the
rate of profit is comparatively low. These continuous
changes in the rates of profit of wvarious branches and
areas result in capital movements which again result in
an equalization of the rate of prefit to an international
average. This average forms the axis around which the
rate of profit wvaries continuously. However, the tendency
towards an equalizationr of the rate of profit does not
exclude the existence of "super profits” in some sectors
at the same time as an equalization takes place in the
other 5&ctnr5.5
Statistics on international rates of profit are rather
problematic. Partly because the infermation on which the
statistics are based is unreliable, as tax and boock-
keeping condidions may lead to the rates of profit quoted
not being in accordance with the "real" rates. Partly
because detailed information is seldom found in the stat-
istics as to how the rates of profit gquoted have heen
calculated. However, the available statistics - although
vitiated by uncertain factors — mainly confirm the as-
sumption that the rate of profit is equalized interna-
tionally.
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E. A. Lehfeldt, who has looked into British rates of
profit during the years 1838-1910, declares that the re-
turn on celenial securitiesE was 0.2 per cent higher
than the return on British securities of the same time.
The return on foreign securities was 1 per cent higher
than that on British securities (FEIS, Europe: The
Worlds Banker, quoted from Emmanuel, Unequal Exchange
Revisited, p. 51). "R. P. Dutt compares the respective
rates of profit in Britain and in the British colonies. He
finds, for the year 1951, differences in gross profit
ranging from 34 to 47 per cent. 1f, says John Strachey,
he had taken 1950 instead of 1951, he would have found,
instead, the figures 25 and 29 per cent."” (R. Palme
Dutt, Crisis of Britain and the British Empire, and
Strachey, End of Empire, quoted from Emmanuel, Unequal
Exchange, p. 43 ]'lF

One of the critics of Emmanuel, Klaus Busch, has pub-
lished a table (4.2) to reject the theory of unequal ex-
change. U the petroleum and mining industries are
omitted, the table actually shows that the rate of profit
does not vary materially between the exploited ("under-
developed") countries and the imperialist ("developed")
countries. There is complete agreement between the rates
of profit of the individual sectors in both groups of
countries as regards both the American-owned industries
and the British-owned industries in which the mining
sectors are also included. The high rate of profit of US-
owned oil companies in the exploited countries and the
corresponding very low rate of the same companies in
the imperialist countries could rather be an indicatien
of a book-keeping transfer of profit to the exploited
countries fer tax reasons, than a matter of actual vari-

ations in the rates of profit,




126

Table £.2 Return on direct capital investments in
developing countries and developed countries made
by the United States, Britain and West Germany

Investing country Return on_investment in
Developing Developed
countries, % countries, %

Unites States:
Manufacturing industry
1951-70
1951-60
1961-70
Other industry
1951-70
195160
1961-70
Petroleum
18951-70
1951-60
1961-70
Mining
1951-70
1951-60
1961-70
Britain:
All sectors exc. petroldum
196169 10.4 10.0
West Germany:
All sectors
1965-69 6.3
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{Source: K. Busch in "Problemen des Klassenkampfes",
No. 8-9, Deutsches Institut [iir Wirtschaftsforschung:
Wochenbericht, 22/72, Berlin 1972, pp. 199-202.)

As far as the figures are correct, they canm in no way
reject the facl that the rate of profit is equalized inter-
nationally. especially because extremely high profits
may occur periodically in certain sectors (as for exam-
ple mining] without influencing the general tendency of
equalization. Thus these specific sectors do not partici-
pate in the equalization.

Table 4.3 and the comment to it is guoted from Em-

manuel, Unequal Exchange Revisited, p. 52.
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Table 4.3
American direct investment in manufacturing industry.
Movement of the rate of profit (in per cent)

Year Canada Latin America Europe
1960 B.2 9.9 12.8
1961 5.2 10.0 12.4
1942 8.6 8.7 10.1
1963 9.0 T 1L.4
1964 9.1 9.6 11.8
1965 8.7 9.8 11.3
1966 8.1 10.3 9.6
1967 y ] Yah d.6
1968 1.9 10.2 9.6

{(Source: "Documentation Frangaise'", 15 March 1971.)

It appears that, with the exception of Canada which
enjoys preferential conditions due to neighbourhoed,
language and other links, the two other groups, Latin
America and Europe, the one under- or semi-developed,
the other developed, show a remarcable conviérgence with
or even a slight superiority to Europe, which runs
counter te what the supperters of the nen-equalization
thesis want to prove. (Op. cit., p. 52.)

The tendency towards an equalization of the rate of
profit does not necessarily mean that the rate of profii
{s the same in ‘all countries: Capital invested in the
exploited countries often yields a few per cent more
("danger money"). The social unrest in the Third World,
the threat of a possible nationalization etc., cause the
investing capitals to demand a higher rate of retuen if
they are to invest abroad. If, for example, the rate of
profit is 10 per cent in the United States, it may be 15
per cent in Thailand, and 20 per cent in Namibia or El
Salvador. However, this does not prevent an equalization

in the long view.
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About the studies of the tendency towards an egualiz-

ation of the rate of profit Emmanuel concludes:

If the physical mebility of labour, even when now and
then it becomes quite important, is not - as we have
seen - sufficient to bring about the equalization of
wages, generally a marginal mobility of capital on the
international plane is indeed quite sufficient - experi-
ence shows - to generate a clear tendency towards the
equalization of its rate of remuneration. The econom-
ists who deny this tendency generally base their posi-
tion on logical inferences, while all those who have
undertaken empirical investigations are unanimous in
acknowledging the fact that there are no meaningful
differences in the rates of profit between developed
and under-developed countries, (Ilbid., p. 50.)

CAPITAL MOVEMENTS

The wvariations in the rates of profit in the world can
be studied in an indirect way by looking at the capital
movements, as capital moves towards the highest rate of
return. Table 4.4 shows the distribution of the invesi-
ments of the imperialist countries.

Table £.4 Stock of direct investment abroad of
developed market economies, 1967-75

Year Total value Investment in
($billion) Developing Developed
countries, % countries, %
1967 105 69 3
1971 158 72 28
1975 259 T4 26

{Source: UN, Transnational Corporations in World
Development, New York, 1977)

Thus in 1975 three gquarters of the total investments of
the imperialist countries were directed towards the same

imperialist countries. Only one quarter was invested in
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the exploited countries, and their relative share even
seems to decrease. The reason why invesiments are
scarce in the Third World is not a lack of social need
for capital investments nor unfavourable terms on the
part of the governments of these countries. On the con-
trary, most countries in the Third World are very inter-
ested in receiving foreign investments. This applies beth
to the countries of a capitalist outlock and the regimes
of more or less planned economy. Many countries and
groups of countries in the Third World ‘even lay down
conditions of capital investment which are more favour-
able than those of the imperialist countries. They try to
attract capital, for instance, by establishing free trade
and tax free areas. The reasons why the imperialist
countries attract by far the largest part of the total
world investments, and the reasons why the Third Werld
is not capalble of attracting more capital than it actual-
ly does, are that the imperialist countries have an
enormous domestic market, whereas the exploited coun-
tries have a very limited one.

Thus the limits of the world market offer possibilities
of investing only a little more than 25 per cent in the
exploited countries and about 75 per cent in the imper-
ialist countries. If higher rates of profit existed in the
Third World in general, capital would flow to that part
of the world,  and the total investments would grow
faster in the exploited countries than in the imperialist
countries. That is not the case. Profits created in the
Third World even flow to the imperialist countries to a
certain extent, instead of being reinvested in the ex-
ploited countries, The share of the total investments in

the Third World decreases.
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Emmanuel quotes a Cuban study with approval:

«.. the best proof that the rate of profit in the under-
developed countries is not particularly high is pro-
vided by the investment in the developed countries of a
large part of the capital held by the national bour-
geoisies of the backward countries.

{Unequal Exchange, p. 44.}

The latest example of capital exports te the imperial-
ist countries is the oil billions of the Arab countries,
which to a great extent return to the United States and
Europe as investments in industries and as hot money,
Of course, this applies particularly to the OPEC coun-
tries with a capitalist economy such as Saudi Arabia,
Kuwait, and the United Arab Emirates. In 1980 the OFEC
countries had invested $343 billion in the United States
and Western Europe, and investments in the imperialist
countries by OPEC are estimated to reach more than
$1,000 billion in 1985.

We can establish that the differences in the rate of
profit are much smaller than the wage differences, and
whereas the wage differences follow the national bor-
ders, there is no indication of the rates of profit doing
the same.a Investigations by ]. Dunning show on the
contrary that the rate of prefit can be higher for years
in high-wage imperialist countries compared te mest low-
9

wage exploited countries. The low wages in the ex-
ploited countries do not result in particularly high rates
of profit. In general, we can state that the tendency
towards an equal return on capital, no matter where it

is invested, can be seen at an international level.
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CONCLUSION

Thus we conclude that the conditions of an exploitation
of the low-wage countries of the Third World through
unequal exchange are present. On the basis of the enor-
mous differences in wages which exist between the im-
perialist countries and the exploited countries, and
through an international equalization of the rate of
profit, wvalues can be transferred from the poor exploited
countries te the rich imperialist countries because of the
low prices of products from the exploited countries and
the high prices of products from the imperialist coun-

tries.

THE SIZE OF THE UNEQUAL EXCHANGE

In the end one country can only expleit another country
by importing commodities of a total wvalue which is
higher than the value of the exported commodities. This
may take place by simple plundering as was the case
during early ecelonialism. Or it may take place by
having a constant trade deficit as Britain had during
the last century. Finally, it may take place through a
distortion of the actual prices at which the commodities
are sold, which is the case today between the imperial-
ist countries and the exploited countries. The imperialist
countries sell their commodities at prices which are too
high compared to the wvalue, and the exploited countries
gell at prices which are too low.

The size of this transfer of wvalue is difficult to cal-

culate precisely. In the following we should like to give
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just an impression of the size in question. Below we
shall consider the world trade in a4 more concrete way
in order to estimate the size of the unequal exchange.

Table 4.5 shows the development of world trade [rom
1648-82 between the imperialist countries, the exploited
countries, and the centrally planned economies both in
absolute figures (i.e. in prices) and in percentages.

Let us look -at the impertance of Third World export to
the imperialist countries. From table 4.6 it appears that
the imports of the imperialist countries from the Third

Table 4.5 World trade by region, 1948-1082
{FOB prices* in $billion and percentage distribution)

Export from Year World  Expert o
total Developed  Developing Gentrally
market ecs. market ecs. planned ecs.
Total % Total % Total %

Beveloped 1940 6.5 5 Wy T T T 5 &
market 1956 B4 5.9 &7 19.0 28 L7 2
economies 1965 128.0 95.3 T I 5.2 £
1970 224.2 172.5 17 41.4 18 8.9 4
1975 577.2 L02.0 70 138.0 26 338 6
1380 12606 8940 71 2934 23 61.2 5
1982 1161.2° B02.9 &9 2B9.6 25 53.0 5
Developing 1948 5 G o v N (O LI . 3
market 1956 24.9 8.3 73 5.9 24 0.8 3
economies 1965 5.9 5.6 T y SO 2.6 7
1870 54.9 398 7 g W 3.4 6
1975 2094 146.7 70 490 23 10.1 B
1980 558.5 391.5 70 138.9 25 20,5 '
1982 4BE.S  31x2 64 1856 N 237 8
Centrally 1948 BT G | od 11 o 46
pianned 1956 10.1 7.0, 24 0.9 9 1.2 T
sconomies 1965 21.8 &ed 22 3.3 15 3.8 63
1570 2.8 7.8 2 51 16 19.9 61
1975 84.6 3, i L R i T T R 56
1280 175.1 26,4 32 Jl.6 18 B5.5 L9
1982 189.0 SB.5 | 31  41.5 32 ‘B9 i7

* FOB (Free on board) prices: The prices at the frontier of the export-
ing country - excluding international transport and Insurance charges:

Source: UM, Statistical Yeacbook, 1978 and 1981, UN, Monthly Bulletin of
Sratistics No. 5, May 1984. - UN statistics place People's Republic of
China, Mongolian FH, PDR of Korea, and Vietnam, in the group of
centrally planned economies together with the East European countries
and the USSRE. Cuba, Angola and Mogambigue are placed in the group of
developing countries with market economy.
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World amount to about one gquarter of the total imports,
calculated on the basis of the current world market
prices. Furthermore, if this figure is compared fo the
national product of the imperialist countries, imporis
from the Third World amount to about 4-6 per cent. The
fact that imperts from the exploited countries make up a
relatively small part compared toc the trade between the
imperialist countries, and an even smaller part compared
to the national product of these countries in terms of
world market prices, could induce one to believe that
the importance of trade with the Third World and thus
of the unequal exchange was comparatively small. But
nothing could be more wrong. Rather, the opposité con-
clusion should be drawn. Because the unequal exchange
is, indeed, based on the disproportionately low prices of
commodities: from the Third World, which result in dis-
proportionately low trade figures. The lower the wages
are, the lower the prices and the lower the trade fig-
ures. The argumert that the comparatively small trade
with the Third World should show the inferier importance
of the unegual exchange, indicates that the theory of
unequal exchange has been misunderstood.

It is Far more interesting and more significant to look
at the distribution of the exports of the Third World.
From table 4.5 it appears that about 70 per cent of the
exports of the Third World are exported to the imperial-
ist countries. The internal trade bhetween the countries
of the Third World amounts only to 25-30 per cent. Fur-
thermore, this trade is relatively less important for the
transfer of walue between the countries, as they have
more or less the same wage level. Exports to the social-

ist countries - the centrally planned economies - amount



Table 4.6 Exports to developed market economies (FOB prices, $billion) é
Year  Total From developed From developing  From centrally
market economies market economies planned economies
Total % Total % Total %
1965 125.6 5.3 76 25.6 20 () 4
1970 220.7 172.5 78 39.8 18 7.8 4
1975 571.9  402.0 70 146.7 26 23.1 4
1980 1341.9 894.0 67 391.5 29 56. 4 &
1982 1173.5 802.5 68 aia.z2 27 58.4 5

{Source: UN, Statistical Yearbeook 1981, and UN, Monthly Bulletin of Statis-
tics No. 5, May 1984)

Table 4.7 Exports to developing market economies (FOB prices, $billion)

Year  Total From developed From developing  From centrally
market economies market economies planned economies
Total % Total % Total ®

1965 36.6 25.9 70 T4 20 3.3 g

1970 57.3 414 72 10.9 19 9.1 9

1575 200.3 138.0 B9 43.0 25 12.3 7

1580 464.0 293.4 63 138.9 30 31.6 7

1982 476.7 289.6 61 145.6 3 &1.5 9

{Source: UN, op.cit.])
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to about 5 per cent only. Thus the imperialist countries
import by far the majority of the cheap commodities from
the Third World, and in this way they benefit from the
unequal exchange and exploit the Third World.

From table 4.7 it appears that 60-70 per cent of Third
World imports comes from the imperialist countiries. Some
20-30 per cent is internal trade between the exploited
countries, and 7-9 per cent is imported from the planned
economies. Thus both as regards exports from the Third
World and as regards imports te the Third World, the
imperialist countries are predominant, whereas the '"so-
cialist countries" - the centrally planned economies -
keep to themselves to a much larger extent.

The internal trade between the imperialist countries
accounts for a considerable part of total world trade
in terms of world market prices. In 1982 total world
trade amounted to §1,836.6 billion, out of which inter-
imperialist trade amounted to $802.9 billion. However,
this trade is of less direct importance in comparison
with international transfers of value between the imperi-
alist countries and the exploited countries, because the
wage differences between the imperialist countries are
relatively small compared to the global wage differem:es.”
However, interimperialist trade is of impertance fo the
distribution of the wvalues from the exploited countries,
which take place by trade in further processed commod-
ities.

The contents of interimperialist trade alse differ from
trade between the imperialist countries and the Third
World. Interimperialist trade is to a Jlarge extent an
exchange of the same products, whereas trade with the
Third World is based on the exchange of different prod-

ucts. Denmark sells Bang & Olufsen and buys Philips,



Table 4.8 =
EEC dependence on raw materials from developing countries (percentage 1972) .
Materials EEC import Developing Developing Developed
dependence countries® countries’ countries’
share of share of share of
EEC import world export world import 3

Exhaustable raw materials
Industrial raw materials

Copper 100 60 &4 93
Tin 86 85 17 93
lron 75 55 L2 99
Bauxite B3 50 88 94
Phosphate 99 63 43 83
Manganese 100 £5 51 99
Tungsten 95 43 50 100
Energy raw materials
Uranium 75 15 98
Petroleum o8 98 45
Natural gas 3 100 5
Coal 11 1 10

Reproduceable raw materials
Tropical products

Colffee 100 a9 97 36
Cocoa 100 a7 98 96
Tea 100 B 84 79
Bananas 100 100 95 95
Spices 100 100 80




————“

Industrial raw materials

Timber 50 29 43 9
Leather 23 23 99
Rubber 100 100 98 91
Cotton 60 57 82
Wool 12 13 94
Jute 100 98 95 88
Sisal 100 100 97 o4
Agricultural products
Meat 35 20 95
Oil-seeds 100 43 a8
Fruit &5 25 93
Sugar a9 73 82
Corn 25 10 an
Rice 55 40 21
Tobacco 24 21 89

(Source: EEC commission. )

LET
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Sony and Grundig., West Germans buy Volve., Fiat,
Toyota, and Citro¥n and sells VW, Mercedes, and BMW.
The exchange of a large number of industrial products,
machines, and consumer goods has only one funection,
namely to extend the choice as regards shape and
colour.

The case of trade between the imperialist countries
and the Third World is different. The Third World
exports commodities which to a large extent form the
material basis of the production of the industrialized
countries. ln return, imperialist countries sell a large
number of industrial products te the Third World. To the
extent that the countries in the Third World start lines
of industry which have so far only existed in the indus-
trialized countries, they are wvery competitive, as we
have stressed hefore.

Table 4.8 shows the qualitative dependence of the EEC
on trade with the Third World. It is difficult to make
exact calculations of the size of the unequal exchange.
Partly because the information on wages and on the size
of the labour—force fs subject to some uncertainty.
Partly because it is difficult to estimate the wage-share
of the price of the preduct. Therefore, the [ullowing
estimate is only meant as an illustration of an approxi-
mate size. The calculations have been made on the basis
of 1980 figures:

According to table 4.5 the exports of the exploited
countries to the imperialist countries amount to:

$391.5 billion
The exports of the imperialist countries to the expleited
countries: $293.4 billion
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Assuming that wages amount 1o 20 per cent of the
price of the products from imperialist countries and 15
per cent of the price of the products from exploited
countries, the wage-share amounts to:

Of exports from exploited countries: $58.7 billion
Of exports from imperialist countries: $58.7 billion

According to the International Labour Organization
(1LO, International Labour Review, 1974, wol. 109, no.
56, pp. 422-9) there are about 400 million people en-
gaged in active employment in the imperialist part of
the world - and about 800 million people engaged in
active employment in the non-"socialist" part of the
Third World.

If we assume that wages in the imperialist couniries
are 15 times higher than wages in the exploited coun-
tries, we can fix the wages in the exploited countries at
I and the wages in the imperialist countries at 15. Thus
we can calculate an average wage-factor.

Labourers of imperialist countries:

400 mill. at factor 15 = 6000 million
Labourers of exploited countries:

800 mill. at factor 1 = 800 million
Total number:

1200 mill, at average factor = 6800 million
Average wage factor: 6800 / 1200 = b

The factor 5.7 reflects the global average wages. Paid
by means of these average wages the wage-share of the
exports would be:

Of exports from the exploited countries:
58.7 billion %' 5.7 / 1 = $334.7 billion

Of exports from the imperialist countries:
58.7 billion x 5.7 / 15 = $22.3 billion
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The wage share {8 now again added to the remaining

production costs, and the following prices of exporis

appear:

Exports from exploited countries:

391.5 x B5% + 334.7 = $667.5 billion
Exports from imperialist countries:

293.4 = BO% + 22.3 = $257.0 billion

Compared to this hypothetic situation of equal wage the
gain of the impertalist countries from unequal exchange
amounts to:

From low import prices:

667.5 - 391.5 = $276.0 billion
From high export prices:

293.4 - 257.0 = $36.4 billion
Total gain in 1980: $312.4 billion

By way of comparison it may be mentioned that in
1980 the GNP of USA was $2,573 billion.

The amount of the repatriated profits of the multi-
nationals from investments in the Third World during the
period 1970-78 was about $100.2 billion. (Fidel Castro,
Speech at the Conference of the Interparliamentarian
Union in Havana, 1523 August 1981, Granma 27 Sept.
1981.) This means that by way of unequal exchange, the
amount of walue which is transferred in one year is J
times bigger than the amount of profits from the invest-
ments of the imperialist countries in eight YEATS.

Therelore, “we conclude that in spite of relatively
many uncertainties these figures show that the unequal
exchange is by far the most important kind of exploita-
tion in' the relationship between the poor and the rich
countries, The big differences in standard of living
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existing in toeday's world can only be explained by un-
equal exchange,

The increases in oil prices since 1973 and the ensuing
recesgion in the economy of the Western World have
given a hint of the size and significance of this trans-
fer of walue to the well-being of the imperialist world
economy. The increases in pil prices were not a result
of wapge increases within the oil extracting industries,
but a consequence of government taxation. Howewer, the
immediate effect was the same to the oil consumers: the
price of oil increased. The increases in oil prices hawve
upset the economies of the imperialist countries more
than any other event since the Second World War, al-
though the effect of the price rises has been limited by
the return of a considerable part of the oil incomes of
the '‘Arab countries te the United States, Japan, and
Western Europe by way of investments in industries and
bank deposits,

On the importance of wuneqgual exchange Emmanuel
writes:

1 de not elaim that unequal exchange explains by

itself the entire difference between the standards of

living of the rich countries and the poor ones, even
though, il we base purselves on certain statistical
data that are available, however fragmentary and
arguable these may be, we arrive at a loss in double
factoral terms (if not in terms of trade) that is enor-
mous in relation to the poverty of the underdeveloped
countries while being far from negligible in relatien to
the wealth of the advanced countries. Even if we agree
that unequal ‘exchange is only one of the mechanisms
whereby value is transferred from one group of coun-
tries to another, and that its direct effects account for

only part of the difference in standards of living, 1
think it is possible to state that unequal exchange is
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the elementary transfer mechanism, and that, as such,
it enables the advanced countries to begin and regu-

larly tnzgive new impetus to that unevenness of devel-
nrpmentl that sets in motion all the other mechanisms
of exploitation and fully explains the way that wealth
is distributed. {Unequal Exchange, p. 265.])

Though we have tried above to put the theery of
unequal exchange inte figures, we must stress the im-
portance of not focusing exclusively on the quantity ex-
pressed in these figures. Whether unequal exchange
amounts to 250, or 350, or 1000 billion dollars a year,
the qualitative aspect is even more important. Unequal
exchange is the indispensable prerequisite of the func-
tion of the imperialist system, and has been the indis-
pensable prerequisite of the development of the imperial-
ist countries to the level of today. Unequal exchange
secures the necessary supply of wvalue which prevents
the imperialist countries from entering an inscluble
contradicition between the development of the productive
forces and the privat ownership of the means of produc-
tion. If this supply of value to the imperialist countries
from unequal exchange did net exist, then the high
wages of these countries would not result in the solution
of the inborn overproduction crises, which is a charac-
teristic of capitalism.

S0, unequal exchange constitutes not only a yearly
transfer of about 300 billion dollars, but constitutes
exactly the indispensable condition, which keeps over-
developed capitalism alive.
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The Possibilities of Socialism
in a Divided World

ON PRODUCTIVE FORCES
AND CONDITIONS OF PRODUCTION

According to the materialist conception of history, pro-
duction and exchange of commodities are the basis of the
social order. Therefore, social changes and political
revolutions are in the last resort due to changes in the
modes of production and exchange and not to the peliti-

cal ideas of the classes.

.+« the final causes of all social changes ... are to be
sought not in the philosophy, but in the economics of
each particular epoch. The growing perception that
existing social institutions are unreasonable and un-
just, "that reason has become unreason and right
wrong", is only proof that in the modes of production
and exchange changes have silently taken place with
which the social order, adapted to earlier economic
conditions, is no longer in keeping. From this it also
follows that the means of getting rid of the incongru-
ities that have been brought to light must also be pre-
sent, in a more or less developed condition, within the
changed modes of production themselves. These means
are not to be invented by deduction from fundamental
principles but are to be discovered in the stubborn
facts of the existing system of preduction.”

{Engels, Secialism, MESW, pp. 411-12.)
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Thus, it is not ideas in pecple's heads or wretched-
ness and exploitation which form the basis of social
changes, It is the lack eof potentialities within the
existing conditions of produetion which bring about the
revolutionary changes. Instead of promoting develop-
ment, the conditions of production have become a chain
to development. As the chain is tightened, an econ-
emic, social, and political crisis arises, and the con-
sciousness that a change is necessary grows out of this
crisis, !

The class struggle must be considered in the light of
the economic and material conditions and not as an in-
dependent, isolated motive power in history. There-
fore, our evaluation of the possibilities of socialism in
the world is primarily based on the tendencies of the

economic development.

THE POSSIBILITIES OF SOCIALISM
IN THE IMPERIALIST COUNTRIES

The perspectives of socialism in the imperialist coun-
tries cannot be analysed separately, as the position of
the working class is clesely related to the development
of capitalism in the whole world, The possibility of a
socialist deveglopment in the imperialist countries must
therefore be considered in relation to the development
of the imperialist system. The development of the work-
ing c¢lass in these countries - from being an exploited
proletariat fo becoming a class appropriating more
value than it produces - is the most important ma-
terial reason why the working class does not develop
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in soclalist direction. It is the preferential position of
the c¢lass internationally which determines its political
attitude. Pari passu with the wage increases of the
working class in: the imperialist countries, trade be-
tween the exploited countries and the itmperialist coun-
tries hecame characterized by unequal exchange. This
led to an unequal development and a more profound
division of the world inte rich and poor couniries. How-
ever, the wage increases not only meant a rise in con-
sumption in the imperialist countries and a growing
expleitation of the Third World. The changed conditions
of the working class meant that it had an objective
interest in the capitalist system continuing its inter-
national accumulatien, paid by the proletariat in the
Third World. A result of this development iz the con-
sumer society which emerged at the end of the 505 in
Europe and somewhat earlier in the United 5tate5+2 Thus
the consumption of the Danish peopulation is considerably
bigger than the consumption of the whole population in
North Africa. Put together, the domestic market of Den-
mark and Sweden is larger than that of Africa excluding
South Africa. If Norway is included, the population of
the whole of Scandinavia consumes more than the popula-
tion of the whole of Africa. The domestic markets of West
Germany and France are bigger than that of the entire
non-communist Third World. And the United States alone,
i.e. & per cent of the population of the world, consume
more than 40 per cent of the total production of the
world.

The imperialist countries, which make up about 20-25
per cent of the population of the world, consume about

70 per cent of the total amount of energy produced in
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the: form of coal, petroleum; uranium, and electric
power, and 75 per cent of the copper and aluminium
production. The two thirds of the population of the
world who live in Asia, Africa and Latin America con-
sume only about 12 per cent of the raw material in the
world, in spite of the fact that about half of the raw
material in the world is produced in these countries.
{Emmanuel, Unequal Exchange Revisited, p: 73.)

The consumer society in the wealthy areas of the
world offers perfect conditions for capitalism. It means
mass production and mass consumption. Under these cir-
cumstances capitalism has shown its highest rates aof
growth. 1ln the 1960s and the greater part of the 1970s
the working class of the impertalist countries experi-
enced an ability fo consume never experienced by any
working. class before. ln general, the imperialist coun-
tries started to contain only eclasses which appropriate
more value than they produce. This situation could only
arise and continue to exist because there are millions of
extremely exploited workers in the surrounding 'v.urm"lvl:l.:JI

The Welfare 5State; the  considerable ability for con-
sumpticn, the enormous improvement in productive férces
in the rich countries, and the contrasting cenditions in
the Third World, are all due to the same cause: {mper—
ialist exploitation. Primarily, unegual exchange results
in & growths in the imperialist countries which is con-
giderably more rapid and extensive than in the Third
World., At the same time these economic relations deter-
mine the attitude of the working class towards an inter—
national system of socialism in the world. The demand
for a new economic world order, the demand for social-
ism, {s foreign to the West European and North American

working class.
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REFORMISM

Reformists are opposed to revelutionaries in that their
political ideology and practice do not ge further than te
the capitalist conditions of production and are aimed at
being effected on the premisses of the system. Against
that, the revolutionaries eorganize their pelicy 1o over-
throw capitalism. Parties which base their policy on the
continuous  existence of imperialism and ally with a
working class with an objective interest in continuing
imperialism, cannot be revolutiemary. This fact is inde-
pendent of the forms of the class struggle, i.e. its
fierceness etc. The form has nothing to do with the
actual basis of the class struggle.

Teday, the revolutionaries of the imperialist countries
have te base their pelicy on a elass analysis taking its
point of departure in global economic conditions. The
revolutionaries- have to ally with the classes in the
world which hawve an objective interest in overthrowing
the imperialist system, no matter where they are geo-

graphically.

THE RISE OF REFORMI1SM

It was the economic basis of the class struggle which
resulted in the success of reformism within the working
classes of the imperialist countries. During the First
half of the nineteenth century the capitalists had hno
economic possibility of satisfying - even partially - the
demand of the preletariat for better conditions. At that

tfime a satisfaction of these demands was more than the
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capitalist system could bear. Therefore, any large de-
mand for improvements had to be ruthlessly suppressed
in order not to lead to a subversion of the prevailing
conditions of ownership and the State. The bourgeoisie
could not allow itself the luxury of introducing parlia-
mentary demecracy, the union rights, ete., which would
have threatened the very existence of the capitalist sys-
tem. But this changed with imperialism and the subse-
quent changes in conditions in the imperialist countries.
It became possible for the ruling class to make conces-
gsions within the frameweork of the system. At the same
time the high wages, the improved working conditions,
and the extended political rights stirengthened the faith
of the working class in the possibilities of reformism,
which again made it less risky for the capitalists to
give the working class further political rights. However,
the working class had to fight very hard to obtain these
improvements in wages and working conditions. As a
class, the capitalists will always be against wage in-
creases, as they result in a proportional fall in the
rate of profit.

Thus the improved conditions and the considerable
political influence which the working class of the imper-
ialist countries obtained were not a result of an ingeni-
ous scheme devised by the capitalists or of bribery in
order to obrain social calm, but a consequence of the
struggle of the working class itself. And it is quite as
certain that these demands would never have been satis-
fied if the imperialist accumulation of capital had not
been effected.

Historically, the entire working <class did net all at

once become a wealthy and bourgeoisified class of the
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imperialist countries. The development has been gradual.
At the end of the last century the improved conditions of
the skilled and well-organized part of the working class
resulted in the weakening of the revolutionary labour
movement concurrently with the advance of reformism.
The Paris Commune was defeated and the First Interna-
tional was dissolved in 1871, whereas the industrial and
political reformist struggle successfully gained ground.
The reformist line turned out to be able to improve the
wages and ‘the working conditions of the working class
within the framework of the capitalist system. The revol-
ution was no longer on the agenda in Western Europe.
Capitalism had regained its vitality and developed dy-
namically.

Marx and Engels were far from blind to the fact that
these changes in the material conditions of the prolet-
ariat influenced the policy of the class. They found that
the reasons fer the insidious reformism within the Brit-
ish working class during the latter part of the nine-
teenth century were based on the British industrial and
colonial mnncpnly.f'

... the English proletariat is actually becoming more
and more bourgeois, so that this most bourgeois of all
nations is apparently aiming ultimately at the pos-
sezsion of a bourgeois aristocracy and a bourgeois
proletariat alongside the bourgeoisie. For a nation

which expleits the whole world this is of course to a

certain extent justifiable. The only thing that would

help here would be a few thoroughly bad years, but

since the gold discoveries these no longer seem so easy

to come by. ..

(Engels to Marx, 7 Oct. 1858, MESC, p. 110.}
Concurrently with the improvements in wages and

working conditions the working class enforced a political
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demecratization of society. In this way the labour move-
ment was incorporated in the bourgeois parliamentary
system by way of political reforms. The improvements in
wages, in working conditions, arnd political reforms
against which the bourgeoisie had fought tooth and nail
during the 1B20s, 30s, and 40s were obtained during the
18705 and B80s, when they no longer presented a menace
to the capitalist system.

As regards the workers it must be stated, to begin
with, that no separate political working-class party
has existed in England since the dewnfall of the Chart-
st Party in the fifties. This is undérstandable in a
country in which the working class has shared more
than anywhere else in the advantages of the immense
expansion of its large-scale industry. Ner ecould it
have been otherwise in an England that ruled the
world market; and certainly not in a country where the
ruling classes have set themselves the task of carrying
out, parallel with other concessions, one point of the
Chartists' programme, the Pecple's Charter, after
another. Of the six points of the Charter two have al-
ready become law: the secret ballot and the abolition
of property qualifications for the suffrage. The third,
universal suffrage, has been introduced, at least ap-
proximately; the last three points are still entirely
unfulfilled: annual parliaments, payments of members,
and, mest important, equal electoral areas.

{Engels, The English Elections, p. 368.)

Marx and Engels repudiated heavily the reformist line
within the labour movement:

Fer a number of years past the English werking-class
movement has been hopelessly describing a narrow
circle of strikes for higher wages and shorter hours,
not, however, as an expedient or means of propaganda
and organisation but as the ultimate aim. The Trades
Unions even bar all political action on principle and
in their charters, and thereby also ban participation
in any general activity of the working class as a
class. The workers are divided politically into Conser-
vatives and Liberal Radicals, inte supporters of the



151

Disraeli (Beaconsfield)} ministry and supperters of the
Gladstone ministry. One can speak here of a labour
movement only in so far as strikes take place here
which, whether they are won or not, do not get the
movement one step further.... No attempt should be
made to conceal the fact that at present no real labour
movement in the Continental sense exists here....
{Engels to Bernstein, 17 June 1879, MESC, p. 320.1

But the manufacturing monopoly of England iz the
pivot of the present social system of England, Even
while that monopoly lasted the markets could not keep
pace with the increasing productivity of English manu-
facturers; the decennial crises were the consequence.
And new markets are getting scarce every day, $o much
so that even the negroes of the Congo are now to be
forced into the civilisation attendant upon Manchester
calicoes, Staffordshire pottery, and Birmingham hard-
ware. How will it be when Continental, and especially
American, goods flow in the ever increasing quantities
- when the predominating share, still held by British
manufactures, will become reduced from year to year?
Answer, Free Trade, thou universal panacea?...

But what is to be the consequence? Capitalist produc-
tion cannot stop. It must go on increasing and expand-
ing, or it must die. Even now, the mere reduction of
England's lion's share in the supply of the world's
markets means stagnation, distress, excess of capital
here, excess of unemployed workpeople there. What will
it be when the increase of yearly production is brought
to a complete stop?

Here is the vulnerable place, the heel of Achilles, for
capitalist production. lts very basis is the necessity
of constant expansion, and this constant expansion
now becomes impossible. It ends in a deadlock. Every
year England is brought nearer face to face with the
guestion: either the country must go to pieces, or capi-
talist production must. Which is it to be?

And the working class? If even under the unparal-
leled commercial and industrial expansion, from 1848
to 1868, they have had to undergo such misery; if even
then the great bulk of them experienced at best a tem-—
porary improvement of their condition, while only a
small, privileged, "protected" minority was permanent-
ly benefitted, what will it be when this dazzling per-
iod is brought finally to a close; when the present
dreary stagnation shall not only become intensified,
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but this ite intensified condition shall become the per-

manent and nermal state of English trade?

The truth is this: during the period of England's in-
dustrial monopoly the English working class have to a
certain extent shared in the benefits of the monopoly.
These benefits were very unequally parcelled out
amongst them; the privileged minority pocketed most,
but even the great mass had at last a temporary share
now and then. And that is the reason why since the
dying-out of Owenism there has been no Socialism in
England. With the breakdown of that monopoly the
English working class will lose that privileged posi-
tion; it will find itself generally - the privileged and
leading minority not excepted - on a level with its
fellow—workers abroad. And that is the reason why
there will be Socialism again in England.

(Engels, England 1845 & 1885, pp. 393-4.)

Engels' hopes that the destruction of the British in-
dustrial and colonial monopoly by the other advanced
capitalist countries would result in the British working
class losing its privileged position and again becoming
revolutionary, were not fulfilled. As described, capital-
tsm developed in other directions than Marx and Engels
had imagined. The British industrial and ceclonial mon-
opely was broken before the end of the century. It was
broken because it came to include the leading West
Eurepean powers and the United States. This happened
without bringing about a decline in the standard of liv-
ing of the British proletariat. On the contrary the work-
ing class of these couniries also succeeded in obtaining
higher wages, improved working conditions and more
political rights within the framework of the bourgeois
parliamentary system. Thus the breach of Britain's men-
opolistic  position only meant that Reformism spread to
these countries.

At the beginning of our century Lenin had to realize

that Engels' hopes that the destruction of the British
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industrial monopoly would lead to economic coenditions
which again would place the revolution on the agenda,
were not fulfilled. On the contrary Reformism was forti-
fied within the working class. Lenin also realized that
this development originated in imperialism. The "treach-
ery" of the leaders of the working class was only ex-

pressive of this economic fact. Lenin wriles:

However, as a result of the extensive colonial policy,
the European proletarian partly finds himself in a po-
sition when it is mot his labour, but the labour of the
practically enslaved natives in the colonies, that
maintains the whole of society. The British bour-
geoisie, for example, derives more profit from the many
millions of the population of India and other colonies
than from the British workers. In certain countries
this provides the material and economic basis for in-
fecting the proletariat with colonial chauvinism. Of
course, this may be only a temporary phenomenon, but
the evil must nonetheless be clearly realised and its
causes understood in order to be able to rally the pro-
letariat of all countries for the struggle against such
spportunism. (International Socialist Congress, p. 77.)

The First World War laid bare the strength of chau-
vinism within the labour movement, when under the
leadership of the Social Democratic parties it followed
the national bourgeocisies in the first imperialist war
about tolonies and spheres of influence. The interests of
the bourgeoicie and the upper strata of the working
class coincided to a certain degree. The prosperity of
the country was their common prosperity.

By social-chauvinism we mean acceptance of the idea
of the defence of the fatherland in the present imper-
ialist war, justification of an alliance between social-
ists and the bourgeocisie and the governments of their
"own' countries in this war, a refusal te propagate

and support proletarian revelutionary action against
one's “own" bourgeocisie, etc. It is perfectly obwiocus
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that social-chauwvinism's basic ideological and peliti-
cal content fully coincides with the foundations of
epportunism. It 15 one and the same tendency. In the
conditions of the war of 1914-15, opportunism leads to
social-chauvinism. The idea of class collaboration is
opportunism’s main feature. ...

++« DOpportunism was engendered in the course of dec-
ades by the special features in the period of the dewvel-
opment of capitalism, when the comparatively peaceful
and cultured life of a stratum of privileged working-
men '"bourgeocisified" them, gave them crumbs from the
table of their national capitalists, and isolated them
from the suffering, misery and revolutionary temper of
the impoverished and ruined masses. The imperialist
war is the direct continuation and culmination of this
state of affairs, because this is a war for the privi-
leges of the Great-Power nations, for the repartition of
colonies, and demination over other nations. To defend
and strengthen their privileged position as a petty-
bourgeois "upper stratum' or aristocracy (and bureau-
eracy) of the working class - such is the natural war-
time continuation of petiy-bourgeois oppeortunist hopes
and the corresponding tactics, such is the economic
foundation of present-day sccial-imperialism.
(Lenin, The collapse, pp. 242-3.)

THE POLITICAL DEVELOPMENT
IN THE INTERWAR PERICD

Around 1920 Lenin again and again stresses that an
understanding of the roots of opportunism and the fight
against social-chauvinism are the most impertant tasks

for the West European revolutionaries during this peried.

1s there any connection between imperialism and the
monstrous and disgusting victery opportunism (in the
form of social-chauvinism) has gained over the labour
movement in Europe?

This is the fundamental question of modern socialism.
{Lenin, Imperialism and the split, p. 105.)
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Lenin does not doubt the answer. In his article "RHe-

vision of the Party Programme", he wriles:

It would be expedient, perhaps, to emphasise more
strongly and to express more vividly in our programme
the prominence of the handful of the richest {mperialist
countries which prosper parasitically by robbing col-
onies and weaker nations. This is an extremely import-
ant feature of imperialism. To a certain extent it
facilitates the rise of powerful revolutionary move-
ments in the countries that are subjected to imperialist
plunder, and are in danger of being crushed and par-
titioned by the giant imperialists (such as Russial,
and on the other hand, tends to a certain extent to
prevent the rise of profound revolutionary movements
in the countries that plunder, by imperialist methods,
many colonies and foreign lands, and thus make a very
large (comparatively] portion of their population par—
ticipants in the division of the imperialist loot.

(Op. cit., pp. 168-9,)

Lenin's policy for Western Europe after the First
World War was to bypass the highest paid upper strata
of the working c¢lass and concentrate on the actual pro-
letarians. His strategy did not come true. It was not
possible for the revolutionary part of the labour move-
ment te wrest the leadership of the working class from
the reformist. In Germany, where the revolutionary line
was in a strong position, the Communists tried te revolt
in 1918 but were bhetrayed by the Social Demeocrats. In
1924 the Social Democracy came into power in Denmark
and the Labour Party in Britain, not in order to get rid
of capitalism but to resoclve its crisis. The majority of
the working class wanted reforms, neot revclution. In the
countries where a Social Demecratic pelicy was pursued,
the crisis 1-';5 eased through government intervention

and reforms. In Germany, the Iloser of the war,

stripped of all colonies, and fleeced by the demand of
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the other imperialist powers for reparations, neither the
Communists nor the Social Democrats but the Nazis be-
came victorious.

On the peolicy of the Comintern during this period,
Fritz Sternberg writes:

As Lenin misjudged the real strength of Reformism so

did his epigones even more. He never gave a systematic

analysis of the sociological prerequisites which formed

the basis of Reformism, and which prevented it from
being shaken during the period up to the victory of

Fascism. The Comintern has contented itsell with slo-

gans. It has never made it clear that the differenti-

ation in the pre-war years within the working class
took place on the basis of the increasing wages of the
entire class.

The Comintern has not corrected Lenin's mistake as

to the question of the labour aristocracy and thus the

evaluation of the real strength of Reformism. On the

contrary: It has made it even deeper.
(Sternberg, Der Faschismus an der Macht, p. 91.)

The rapid economic growth in the countries of Western
Europe during the period after the Second World War
meant considerable increases in prosperity to the work-
ing classes of those countries. The Social Democratic
parties became one of the strongest political powers. The
working class represented by the Social Democratic party
often had the government power, and in many cases they
administered the capitalist system more efficlently than

the antiquated liberal parties did.

THE EFFECTS OF UNEQUAL EXCHANGE
ON THE INTERNATIONAL SOLIDARITY

The ‘effects of imperialist exploitation en the national

policy of the expleiting countries did at the same time
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influence international questions. The policy of the
working class of the imperialist countries became still
more nationalistic, as the prosperity of the country was
the prosperity of the working class.

As already described, this did not mean that the
class struggle stopped in the imperialist countries.
Whether the wages are high or low, whether the social
product is big or small, the wages of the working class
and the profit of the bourgeoisie are two amounts which
are inversely proportional, and, therefore, the object of
continuous struggles.

But when the relative size of the value created by the
working classes of the imperialist countries continuously
falls compared with the wvalues they receive by way of
unequal exchange, and when they appropriate more
value than they create because of the low prices of com-
modities from the exploited countries, then the increase
in the national product becomes more important than
international solidarity with the members of their own
class in the exploited countries. These are the material
and economic realities behind the lack of sclidarity be-
tween the workers of the imperialist countries and the
workers of the exploited countries.

Below, a number of concrete examples are given. They
illustrate the bloom of chauvinism and the withering of
the international solidarity of the working class in some
of the countries which participate in the international
exploitation. As early as in the latter half of the nine-
teenth century this chauvinism played a prominent part
in the attitude ‘of the British working class to lreland
and the Irish working class. ln a letter to Meyer and
Vogt 9 April 1870 Marx writes on this attitude:
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And most impertant of all! Every industrial and
commercial centre in England now possesses a working
class divided into two hostile camps, English prolei-
arians and lrish proletarians. The ordinary English
worker hates the lrish worker as a competitor who
lowers his standard of life. In relation to the Irish
worker he feels himselfl a member of the ruling nation
and so turns himself into a toecl of the aristocrats and
capitalists of his country against lreland, thus
strengthening their domination over himself. He
cherishes religious, social, and national prejudices
against the lrish worker. His attitude towards him is
much the same as that of the "poor whites" to the
"niggers'" in the former slave states of the U.5.A. The
Irishman pays him back with interest in his own
money. He sees in the English worker at once the ac-
complice and the stupid tool of the English rule in
lreland.

««. This antagonism is the secret of the impotence of
the English working class, despite its organisation. [t
is the secret by which the capitalist class maintains
its power....

v+ Therefore to hasten the social revelution in Eng-
land is the most important object of the International
Workingmen's Association.® The sole means of hasten-
ing it is to make Ireland independent.

Hence it is the task of the International everywhere to
put the conflict between England and Ireland in the
foreground, and everywhere'to side openly with [re-
land. And this is the special task of the Central Coun-
cil in London 1o awaken a consciousness in the English
workers that for them the mational emancipation of lre-
land ts no question of abstract justice or humanitarian
sentiment but the first condition of their own social
emancipation. (MESC, pp. 236-7.)

The Central Council of the First International did not
sicceed in "pweveking' the British werking class to be
aware of the conditions in the oppressed countries or te
be aware of the fact that the emancipation  of fthese
countries was a prereguisite of their own emancipation.
On the contrary the defence of the: colonial empire by
the British working class was cemented in the following

Years.
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On the attitude of the British working class to the
fight for the emancipation of the oppressed countries

Lenin writes:

1 would also like to emphasise the importance of rev-
olutionary work by the Communist parties, not only in
their own, but also in the colonial countries, and par-
ticularly among the treops employed by the exploiting
nations to keep the colenial peoples in subjection.

Comrade Quelch of The British Secialist Party spoke of
this in our commisgion. He said that the rank-and-file
British worker would consider it treasonable to help
the enslaved nations in their uprisings against British
rule. True, the jingoist and chauvinist-minded labour
aristocrats of Britain and America present a very great
danger to socialism, and are a bulwark of the Second
International. Here we are confronted with the greatest
treachery on the part of leaders and workers belenging
to this bourgecis International.... The parties of the
Second International have pledged themselves 1o rev-
olutionary action, but they have given no sign of
genuine revolutionary work or of assistance to the ex-
ploited and dependent nations in their revolt against
the oppressor natiens. This, [ think, applies also to
most of the parties that have withdrawn from the Sec-
ond International and wish to join the Third Interna-
tional. We must proclaim this publicly for all to hear,
and it is irrefutable. We shall see if any attempt is
made to deny it.
iLenin, The Second Congress, p. 245.)

At the same congress Lenin says about the British

Labour Party:

The comrades have emphasized that the labour aristoc-
racy is stronger in Britain than in any other country.
That is true. After all, the labour aristecracy has
existed in Britain, net for decades but for centuries....
This stratum is thoroughly imbued with bourgesis pre-
judices and pursues a definitely bourgeois reformist
policy. In lreland, for instance, there are two hun-
dred thousand British soldiers who are applying fer-
ocious terror methods to suppress the Irish. The
British Socialists are not conducting any revolutionary
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propaganda among these soldiers, though our resolu~
tions clearly state that we can accept inte the Commun-
ist International only those British parties that con-
duct genuinely revelutionary propaganda among the
British workers and soldiers. (lbid., p. 261.)

The resolutions of the Third International about the
importance of the emancipation of the ccolonial countries
to the world revolution were not followed up. The West
European parties were not at all interested in the ques-
tion.

He Chi Minh, who later became the president of the
Vietnamese Communist Party, was in Europe at that time.
He attended the 5th congress of the Third Ilnternational
(COMINTERN) in 1924, where he severely criticized the
West European communist parties, particularly the French

fer its chauvinist attitude towards the eolonial guestion.

Thus, nine countries with an aggregate population of
320,657,000 and a total area of 11,407,600 square kilo-
metres, are exploiting celonies with a total popuolation
of 560,193,000 and covering areas adding up to
55,637,000 square kilometres. The total area of the
colonies is five times that of the metropelitan countries
whose total population amounts to less than three
fifths of that of the colonies....

Thug, it is not an exaggeration to say that sc long as
the French and British Communist Parties de not apply
a really active policy with regard to the colonies, and
do not come into contact with the colonial peoples,
their vast programmes will remain ineffective, and
this, because they go counter to Leninism. ...

Accerding to Lenin, the victory of the revelution in
Western Europe depends on its close contact with the
naticnal-liberation movement against imperialism in
the colenies and dependent countries; the national
question, as Lenin taught us, forms a part of the gen-
eral problem of proletarian revolution and preletarian
dictatorship.

Later, Comrade 5talin condemned the counter-
revelutionary viewpoint which held that the European
proletariat could achieve success without a direct al-
liance with the liberation movement in the colonies.
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However, if we base our theeretical examination on
facts, we are entitled to say that our major proletarian
parties, except the Russian Party, still hold to the
above-mentioned viewpoint because they are doing
nothing in this matter....

As for our Communist Parties in Great Britain, Hol-
land, Belgium and other countries whose bourgeoisie
have invaded the colonies, what have they done? What
have they done since the day they assimilated Lenin's
theses in order to educate the proletariat of their
countries in the spirit of genuine proletarian inter-
nationalism and close contact with the toiling masses
in the colenies? What our Parties have done in this
domain amounts to almest nothing. As for me, born in a
French celony and a member of the French Communist
Party, 1 am sorry to say that our Party has done very
little for the colenies,

{Ho Chi Minh, Report, pp. 30-32.)

Ho Chi Minh's criticism was never understood, even
less observed by the communist parties of the imperialist
countries,. They upheld their half-hearted arttitude to-
wards the colenial guestion. But worse than that, the
Social Democratic parties, which by then represented the
majerity of the working class in the West European
countries, turned ocut to be directly pro-imperialist,

At the 6th Congress of the Comintern, July-September
1928, Palmiro Togliatti, who later became the leader of
the Italian Communist Party, presented a detailed report
on the Sccial Democratic movement in Western Europe and
its attitude towards the colonial question. After the Sec-
ond World War Togliatti himself represented a policy
which hardly differed from that of the Social Democrats,
but at the congress in 1928 he gave a thorough descrip-
tion of the pro-imperialist policy of the Social Demo-
cratic parties. Social Democracy, he said, had always
had a colonial policy

which consisted in allying itseélf with or directly par-
ticipating in the colonial enterprises of the bour-
geoisie.... the Secial Democrats have become colenial
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politicians. They recognise the possession of colonies
as something which their countries could never re-
nounce and that, when their country has no colony it
is up to them to demand a colony for it in a more or
less open manner. In this field there is not a single
Social Democratic Party which is an exception.
(Togliatti, "Social Democracy and the Colonial Ques-
tion', speech at the 6th congress of the Comintern -
quoted from Edwards, Labour Aristecracy, pp. 36-7.)

in his report Togliatti gives a large number of exam-
ples of the pro-imperialist policy of the Social Democrats
in proof of his statement.

In France the Socialist Party had always wvoted in
favour of colonial projects. In December 1927 at the con-
gress of the French Sccialist Party it was declared that
"the post-war problems cannct be solved without the cel-
onies”. Similarly, the party voted in favour of military
appropriations to be used for the suppression of nation-
alist riots in Syria, when the French troops massacred
the population of Damascus.

In Heolland the Socialist Party did not even discuss
the need for colonies. They were only interested in the
methods of government in the colonies. The Dutch Social-
ist Party warned its government that a revelt was in
the offing in Indonesia. When it broke out in 1926 in
Western Sumatra and Java under the leadership of the
Indonesian Communist Party, it got no support whatso-
ever from the Dutch socialists. On the contrary, they
condemned the revolutionaries in strong terms, “‘whether
they originated from Moscow or Canton”. When the revelt
was suppressed by mass executions, the Dutch socialists
dissociated themselves from these. Only the labourers
and the peasants "who were the cause" of the revelt
should be executed!

At its conference in 1919 in Germany the Social Demo-
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cratic Party protested against the fact that Germany had
been deprived of her colonies. At the Marseille congress
R. Hilferding demanded on the part of the Social Deme-
cratic Party colenies for Germany. This demand was re-
peated in 1928.

In ltaly in 1928 the Social Democratic Party passed a
resolution protesting against the distribution of colonies
after the First World War according to the Treaty of
Versailles. They demanded a new agreemen! about the
colonial problem, which considered the Italian capital-
ism.

In the British Labour Party programme of 1918 it
appears that they are against the decolonization of the
British empire, because the Labour Party considered it
its duty to "defend the rights of British citizens who
have overseas interests". And finally,

as for this community of races and peoples of different

colours, religions and different stages of civilization

which is called the British Empire, the Labour Party is

in favour of its maintenance. [lbidem, p. 39.)

Until 1934 the parties of the Third International at-
tacked vigorously this Social Democratic opportunism,
chauvinism, and pro-imperialism. But under the impact
of Fascism they turned to the strategy of the popular
front in the middle of the 30s, which meant co-operation
with the Social Democrats.

At the end of the Second World War the last remnants
of internationalism were disappearing from the West
European and American labour movement. Concurrently
with the beourgeoisification, the slogan "the proletariat
has no native country" lost its importance to the work-
ing class of the Western World completely. It had got

somewhat more than its "chains" to lose.
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Generally, the British working class has been behind the
imperialist policy of the changing British governments.
The Labour government under Ramsey Mac Donald (1928-
31) refused all demands from the Egyptian government
for the withdrawal of British soldiers, and pelitico-
economic "advisers”, and for the independence of the
Suez Canal.

The Labour government under Clement Atlee (1945-51)
undertook several dirty tricks to suppress the labour
and peasant ricts in the British colonies. The Labour
government sent its men-of-war to Sudan "to do anything
ta maintain peace and order". (Jack Woddis, Africa and
Mr. Wilsen's Government, quoted from Edwards, op.cit.,
p. 33.) In Kenya the government of Clement Atlee was
responsible for the suppression of labour troubles at the
end of the 1940s. In 1947 1in Mombasa, The African
Workers' Federation and The Railway Staff Union called
a general strike. Workers within catering and business
as well as servants joined the strike for higher wages
and lower rent.

The Colonial Office under the Labour Government acted

with the same ruthlessness as under any Tory Govern-

ment. Police and troops were called in, the strike was
suppressed, and the President of the African Workers'

Federation, Chege Kibachia, was banished without

trial to a remote village in Northern Kenya. (lbidem)

During a strike later in the same year police shot at
the strikers and killed three. During 1949-50 legislation
was passed in Kenya which was to stop the labour riots.
Wage freezes and forced labour at starvation wages were
used. Strikes were made illegal and emergency legisla-
tion was introduced. The emergency legislation gawve the
British governor the right to deport troublemakers. This
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legislation was passed and intreduced by a Labour Gov-
ernment, elected and supperted by the majority of the
British working class. 1In the then British colony of
Nigeria the coal miners in Enugu were on strike in 1949
demanding higher wages - a completely normal Social
Democratic demand. But in the colonies i1 was not sup-
ported by the Social Democratic government, but was met
by arms. The result was 21 dead and 50 injured miners.
During the war over the Falkland islands in 1982 an
almost united British labour movement supported the im-
perialist war by the Conservative Government against the

Argentine.

The French labour movement does not differ from the
British as regards lack of solidarity with the proletariat
of the Third World and pro-imperidlist tendencies. When
the Algerian liberation movement FLN fought for a free
Algeria in the 19505 and 60s, it found only little sym-
pathy within the French labour movement. The French
Communist Party behaved like a racist party, which
must be considered in connection with the fact that it
had many members among the European workers in Alger-
ia, who were paid far betier than the Algerians - just
like the Whites in  South Africa toeday - because they
were Europeans. An independent Algeria would mean that
they lost their privileges, and, therefore, they fought
desperately for a French Algeria. “';' was also among

these that the terror organization OAS' found its assas—
sins. The OAS fought for a French Algeria even afler the
French Government had given up. It should also be men-
tioned that the future “socialist” president Mitterand was

one of those responsible for the wiclent attack on the
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Algerian people in the late 1950s, when he was Minister
for Algeria under a Social Democratic government.

The author Simone de Beauvoir writes about the atti-
tude of the French people towards the Algerian liber-
ation struggle:

1t (the French Communist Party) made no effort to com-
bat the racism of the French workers, who considered
the 400,000 North Africans settled in France as both
intruders doing them out of jobs and as a subprolet-
ariat worthy only of contempt.... What is certain is
that by the end of June (1955) all resistance to the war
had ceased.... the entire population of the country -
workers and employers, farmers and professional
people, civilians and soldiers - were caught up in a
great tide of chauvinism and racism....

What did appal me was to see the vast majority of the

French people turn chauvinist and to realize the depth
of their racist attitude. {1bidem, p. 195.)

The American working class has supported American im-
perialism in general. The American settlers began by
putting the original population out of the way, and ex-
panded towards the South on account of Mexice. The
African slaves in the South did not meet with any soli-
darity on the part of the white labourers; on the con-
trary, the white American working class developed an
undisguised racism. The white working class feared that
the abolition of slavery would result in a fall in their
wages as a consequence of the competition from the
emancipated Slaves.

As regards the foreign policy of the United States, the
American working class has by and large supported it.
The dominant position of the United States in the world
was & prerequisite of its economic development and
therefore of the greatest importance te the labour move-
ment. As part of the fight against "Werld Communism',
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the American unions have supported the policy of the
United States in Asia, Africa, and Latin America.

It was students, intellectuals, and Liberals who were
behird the demonstrations against the Vietnam war in
the 1960s, not the American working class. To the extent
that parts of the working class criticized the war at all
- and this applied also to the other parts of the popu-
latien - it was because they did not want to lose "their
sons" in the war. The unions even took an active part
in the support of the war against the NLF and HNorth
Vietnam.

In May 1967 the American seamen's union, the dock
labourers, the mechanics, the masons, and several other
unions arranged a "Support the Boys" march along the
5th Avenue in New York: They carried bills with the
wording "Bomb Moscow', "Bomb Peking", "Throw the
H-bomb on Hanoi". Now and then union members left the
demonstration to thrash the onlookers who expressed
their disapproval. (Jack Scott, Yankee Union Go Home,
s 261.)

The American union suppert of the Vietnam war could
also be seen at the union congresses. At 13 union con-
gresses in 10 American states in October and November
1967 attended by a total of 3542 deléegates, 1448 voted
for a continuation of the policy of the government, 1368
were for an escalation of the war, 471 found that the
war efforts should be scaled down, and only 235, less
than 7 per «cent, advocated a complete withdrawal.
{1bidem, p. 262.)

In the months of April and May 1970 when the Nixon
administration intensified the bombing of Nerth Vietnam
and invaded Cambodia and 12 students were killed in
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anti-war demeonstrations in the United States, the unions
reacted by escalating their support of the war. J.
Beirne, vice-president of the AFL-CIO explained in a
speech that opposition to the war was against the inter-
est of the American working class. A termination of the
war would lead te unemployment. ]. Beirne said among
ather things:

Suppose last night, instead of escalating inte Cam-

bodia, President Nizon said we are pulling every man

cut in the quickest manner, with airplanes and ships;
if he had said that last night, this morning the Penta=-
gon would have notified thousands of companies and

said, -"Your contract is cancelled" - by tomorrow mil-

liens would be laid off. The effect of our war, while it

is going on, is to keep an economic pipeline loaded
with a turnover of dollars because people are employed
in manufacturing the things of war. 1f you ended that
tomorrow these same people wouldn't start making

houses. (Ibidem, p. 265.)

George Meany, whe was fer many years president of
the AFL-CIO, announced his unconditiénal support of
Nixon's escalation of the war. The grateful Nixon visited
the union headquarters to express his pleasure of the
support of the unions. As Meany gave his full suppert
to Nixon, he said: "In this crucial heur, he should
have the full suppert of the American people. He cer-
tainly has ours." [Ibidem)

On the 8th of May 1970 the "Hard Hats" (the construc-
tion workers) ,began a hunt for anti-war demonstrators.
Anti-war demonstrations were attacked by workers wear—
ing their hard hats and armed with lead pipes and
crowbars. Several hundred demonstrators were injured in
the following weeks. The police remained totally passive
and not one single "Hard Hat" was arrested. The demon-
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stration on -the 20th of May proved that it was not a
question of a few extremists. An -amalgamation of several
of the biggest unions in the New York area mobilized
moré than 100,000 workers for a demonstration in support
of Nixon's policy in Indochina. MNixon expressed his
gratitude for this "meaningful manifestation of suppeort',
and in return he was given a hard hat marked Com-

mander in Chief.

The Danish working class was not immediately in Fawvour
of the Vietnam war, but in general it was not against it
either: they were more or less indifferent. It was not
involved in the same way as the American. However, the
then Communist-led seamen's association did not refuse
to transpert supplies to the regime in Saigon, if they
got their war risk allowance according to the tariff! [Ny
Tid, April 1969 - the Danish seamen's paper/). Just like
in other places in Europe, the opposition against the
Vietnam war came mainly from wyoung people, students,
and intellectuals. Any solidarity of importance with lib=
eration movements of other places in the world has not
been seen during recent years. Thus, support of the
Palestinian liberation movement by the Danish labour
movement has been extremely poor, On the contrary, both
the Danish Social Democratic Party and the Socialist
People's Party have backed the State of lsrae! massive-
ly. The struggles in South Africa have not been fa-
voured by the working class either. In spite of nume-
rous requests to the Danish labour movement from the
South African liberation movements and the Front Line
States for a boycott of trade with South Africa, the
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Danish Social Democratic Government continued to allow
the importation of South African coal and other com-
modities. These cheap products were more important
than the solidarity. In September 1981, when the An-
golan ambassador to Scandinavia asked Danish dock
labourers to refuse to unload South African vessels be-
cause of a South African attack on southern Angola,
she received a lot of excuses and a "No". The Latin
American anti-imperialist struggle is treated in much
the same way by the unions. The ‘solidarity of the
Danish working class with the oppressed people of the
Third Werld is certainly not up te much.

THE WORKING CLASS HAS BECOME
A "SACRED COW" TO THE LEFT WING

The Social Democratic parties and the parties which de
not differ considerably from these, have had the great-
est support from the working class in the imperialist
countries. Their nationalist pelicy has improved the
conditions of the working class within the framework of
the capitalist system so much that left wing parties of
all Rinds have had wvery little or no success at all in
their attempts to win the working class over to their
pelicy. The left wing explains away the entry of chau-
vinism into the working class, even though it ought to
regard it as a duty to find out why and to counteract
this tendency. Marx and Engels dealt with the first
slight 'signs of the advance of opportunism and chau-
vinism within' the working class. They exposed the
causes, condemned these phenomena without hesitation
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and witheut "making any excuses" for the working
class. In 1916 Lenin wrote that the connection hetween
imperialism and the split in the socialist movement was
"the fundamental guestion within modern socialism'. In
the 1930s the gquestion of imperialism and the bourgeoci-
sification of the working class was still discussed, but
since the Second World War the question has almost
been taboo within the left wing of the Western World.
Also within the wery narrew circle of students and
intellectuals who discuss theories of ‘'imperialism",
"center-periphery! etc.; the question of the con-
sequence of i{mperfalism to the working class of the
Western World and consequently 1o the {infernational
solidarity has always been avoided. This {5 not be-
cause the question is not of current impertance; the
cleavage between the working class in the imperialist
countries and the working class of the exploited coun-
tries has never been wider both as regards standard of
living and as regards mentality. The reason why the
criticism of the opportunism and chauvinism of the
werking class has ceased is that: those within the left
wing ‘who before the Second World War still criticized
the bourgeoisification of the working class and its
results, have today become the spearheads of the
bourgeoisified class. When the Social Democrats demand
one Danish Krone more per hour, the extreme left wing
demands two. When the Social Democrats demand a re-
duction of the weekly hours by two hours, they demand
five hours with full wage compensation, and so on. To
the left wing the working class has become a "“sacred
cow': it makes mistakes but this is "not its own Ffault".
The left wing believes that the Danish working clase
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has been misled by Social Democratic traitors, and in-
dectrinated with bourgeois tfendencies through scheol,
television, radie, and newspapers. The task of the
revolutionaries is therefore to "disclose this treachery"
and these delusions, whereupon the working class will
show fts "true revolutionary disposition'.

It is not quite in accordance with the materialist
conception of history to explain the opportunism of
generations by the treachery of the Social Democratic
leaders. The working class has the leaders it de-
serves, and it pursues a policy which reflects the will
and aim of the class, and as such it must be said that
the Social Democratic parties have done well. It is also
an extremely superficial and idealistic view that tha
bourgeoisification should be a result of indectrination
and the propaganda of the media. The question is then
why the proletariat of the Third World, who are ex-
posed to a propaganda which is at least as bourgesis,
have not fallen inte the same ditch, And why the work-
ing ¢lass of the imperialist world is accessible to this
propaganda to such a degree. In Denmark we live in a
very ‘democratic society compared to the rest of the
world. As a result of ite relative economic affluence,
the Danish working class has become harmless. 1t does
not present a menace to the capitalist system. The
bourgeois parliamentary system agrees well with the
working class. In Denmark you can by and large say
and write anything you want, the economic and social
situation makes this right harmless. The majority of
the population of the Third World dees not hdve the
same rights, as these very rights present a menace to
imperialism and o the ruling class, because of the
economic and social conditions in the Third Weorld.
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The left wing of the imperialist countries have to-
tally neglected the objective economic causes, which
dre the basis of the bourgecisification of the working
class of the imperialist f{:untr‘iEE’r.a and the lack of
solidarity with the members of their own class in the
expleited countries. The left wing does not want to see
that in the last resort the present economic struggle of
the working class can only be a success at the expense
of the proletariat in the exploited countries. On the
contrary, the left wing, on behalf of the Danish work-
ing «¢lass, -avows international solidarity with the
proletariat of the Third World in the common fight

against imperialism. E

It is extremely difficult fo  see
any concrete contribution on the part of the West Euro-
pean working class towards the fight against imperi-
alism.

According to the left wing there should be an "or-
ganic connection between the struggle in the Third
World and the class struggle in Denmark". {lnterna=
tional Forum, op.cit,, p. 56.) Again it is wery diffi-
cult to see for example the connection between the
struggle of the Palestinian Feople for national liber-
ation and the struggle of the Danish working class for
higher wages and better working conditions. Apparent-
ly the Danish working class alse finds it difficult to
see the connection, if we are to judge from the lack of
sympathy, even hostility, displayed by the majority of
the Danish working class towards the struggle of the
Palestinian People.

The solidarity expressed by the workers of the West-
ern World with the "members of their own class” in the
exploited countries has been wvery limited. They have
by and large been indifferent to the suppression of the
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proletariat of the Third World. When it has been neces-
sary, they have even offered political support to or
participated directly in the suppression of the prolet-
ariat of the Third World. HNot because they did not
know any better, but because it was in accordance
with their immediate interests. Economists and politi-
cians from the Third World are much more aware of the
real facts. The former president of Tanzania, Julius K.

Nyerere, writes as follows:

"Te him that hath shall be given" is a law of capital-
ist and international economics; wealth produces
wealth, and poverty, poverty. Further, the poverty of
the poor is a function of the wealth of the rich.... For
the poor nations are now in the position of a worker in
nineteenth century Europe.... The only difference be-
tween the two situations iz that the beneficiaries in the
international situation now are the national economies
of the rich nations - which includes the working class
of those nations. And the disagreements about division
of the spoils, which used to exist between members of
the capitalist class in the nineteenth century, are now
represented by disagreement about division of the
spoils between workers and capitalists in the rich
econemies. ("A Call to European Socialists", Third
World, November 1972; quoted from Nyerere, Freedom
and Development, Dar es Salaam, 1973, pp. 374-5.)

CONCLUSION FOR THE IMPERIALIST COUNTRIES

No social order ever perishes before all the productive
forces for which there is room in it have developed;
and new, higher relations of production never appear
before the material conditions of their existence have
matured in the womb of the old society itself. Therefore
mankind always sets itself only such tasks as it can
solve; since, looking at the matter more closely, it will
always be found that the task itself arises only when
the material conditions for its solution already exist or
are at least in the process of formation.

IMarx, Preface to Critique, MESW, p. 182.)
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As we have described above, imperialism meant a rapid
process of change {n the economy of the imperialist
couniries. The productive forces have developed explos-
ively, particularly after the Second World War, concur-
rently with an increase of the standard of living and
political power of the working class. This has changed
the perspectives of the class struggle radically in the
imperialist countries. While the implementation of de-
mands for higher wages, better working conditions ete.
was incompatible with the capitalist conditions of pro-
duction during the first half of the last ecentury, these
demands are satisfied today within the framework of the
system. The class struggle between workers and bour-
gecisie has continued sometimes with the use of wvery
militant means. But concurrently with the improvement of
the standard of living of the working class by means of
the imperialist expleoitation of the poor countries, the
class struggle has become a struggle for the share of
the loot from the poor countries.

Therefore, a change in the economic situation of the
imperialist countries is a prerequisite for restoring a
revolutionary socialist aim to the class struggle in these
countries. When the economic and political emancipation
of the Third World has weakened i{mperialism to such an
extent that the system lands in a deep economic crisis,
the possibilities of socialism in the imperialist countries
will be present. When unequal exchange disappears, the
working class of the imperialist countries will loze its
privileged position in the world, The capitalist class
will have to turn to the working class in the rich im-
perialist countries to obtain profit by forcing down
wages. The working class of the imperialist countries
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will again become an exploited class, again be the class
which maintains society. The flourishing markets of the
rich countries will cease to exist and capitalism will
again experience “its classie crisis of owverproduction.
The conditions of production will become a fetter on the
development of the productive forces. This will result in
economic, political, and social crises, which will place
socialism on the agenda of these countries again.

The present economic crisis - or rather stagnation -
in the imperialist economy has not nearly been serious
enough to create such an effect. The economies of the
imperialist countries have been capable of "recompens—
ing" about 20 million unemployed and have in this way
prevented social unrest and prevented a major decrease
in the level of purchasing power. Thus a serious crisis
of overproduction has been prevented. The present crisis
has not meant any basic change in the economic and
social conditiens of the working class. The most pessi-
mistic estimates talk about a return te the 1973 standard
of Tiving! In spite of the Ffact that its effect has been
weakened by the recirculation of oil incomes; the wgil
crisis has proved how wvulnerable imperialist economy is
to price increases of products from the Third World.
Stmilar price increases of other kinds of raw material
from the Third World combined with the spending by
these countrieg of the subsequent profits en a centrally
planned development of their own economies would affect
the economies of the imperialist countries far more seri-
ously. The wvulnerability of the imperialist countries to
price increases and threats of decreasing supplies of
Third World products also shows that it is not the Third
Werld 'which depends 'on the rich countries, as it s
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often: alleged, but wice wersa. The rich countries only
remain rich because they drain the poor countries of
enormous wvalues. The peoor countries can easily manage
without the rich countries, in fact they would de much
better. But the imperialist countries cannot maintain
their enormous standard of living if they do not explait
the poor countries. Therefore, the emancipation of the
Third World is of wvital importance to an outbreak of
crises. in the imperialist countries - ecrises which will
change the nature of the class struggle and make poss-

ible a revelutionary situation.

THE. POSSIBILITIES OF SOCIALISM
IN THE EXPLOITED COUNTRIES

The development and prosperity, of which imperialism
was the basis in the rich countries, have an obligate
counterpart in the Third World. The tendency of capital-
ism towards a concentration of wealth at the one pole
and of poverty at the other has become evident inter-
nationally. It is only in the imperialist countries that
capitalism seems to have solved its contradictions; they
still exist globally. The wealth and the rapid develop-
ment in the imperialist countries and the poverty and
underdevelopment in the exploited countries are two in-
terdependent phenomena, two aspects of the same matter,
imperialism.

Just as eoriginal accumulation - i.e. the immediate
violent plundering of America, Africa, and Asia - was
one of the prerequisites of the rapid development of

capitalism in Britain, plundering and destruction during
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original accumulation were also the basis of further
exploitation of the suppressed countries. However, during
the period from the birth of industrial capitaliem and
until the last third of the nineteenth century, it seemed
(foer example to Marx and Engels) as if capitalism would
spread all over the world and develop the exploited
areas, so that they would reach a level corresponding to
that of the old capitalist powers. But with the rise of
imperialism and the growth of unequal exchange, this
tendency turned towards an increasing inequality. The
imperialist countries developed much mere rapidly than
the colonies ‘and the other exploited ceuntries. As un-
equal exchange between the old industrialized countries
and the exploited countries grew mere important, the
economic development in the world became still more

unegual.

WHAT 15 DEVELOPMENT AND UNDERDEVELOEMENT?

Before we start describing unequal development, it would
be appropriate to define the concept of development., By
the development of a country is meant the development of
its productive forces within all sectors. The development
of the productive forces means a development both of
human labour, its quantity, knowledge and skill, and of
the quality and gquantity of the production apparatus
(buildings, machinery, tools, ete.) in its widest sense.
A development of the productive forces results: im an in-
crease’ in productivity by means of a raising of the
quality of labour pewer through training and education,
by means of a better organization of work, and by the




179

use of new and more efficient technology. Thus under-
development must be seen in relation to the potentials,
existing a1 a given time in a given society, of the de-
velopmeént of the productive forces compared with actual
production. If the rate of development of the productive
forces is lower, and if, conseguently, there is less pro—
ductive use of the total Iabour power compared with the
limits put by the existing level of technolegy on a world
scale, then it is a guestion of underdevelopment. The
exploited countries can be characterized as underdevel-
oped in the sense that under the present cenditions of
production it is not possible for them te exploit their
human labour power putential.m

Development means mechanization, autemation, and in-
crease in knowledge and skill within all sectors of pro-
duction, both within the industrial sector and within
agriculture, fishing, and forestry. Too often, develop-
ment 1is equated with growth within the industrial sector
particularly. However, such countries as Denmark, New
Zealand, and Ausiralia hawve prospered by an industrial
development of the agricultural sector, whereas countries
with a wery big indusirial sector, for example Taiwan,
Heng Keong, or South Korea, remain comparatively under—
developed. The superiority of the imperialist world does
not consist in Industry representing the largest part of
the national product, The superiority consists in both
their industry, agriculture, and other sectors having
been developed. Thus the boundary between over- and
underdevelopment is not between industry and agricul-
ture. It is between a highly developed and varied econ-

omy and a restrained and one-sided economy.
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THE CONNECTION BETWEEN UNEQUAL
EXCHANGE AND UNEQUAL DEVELOPMENT

Unequal exchange and unequal development have the
same basis, namely the international wage wvariations
which have arisen between the rich imperialist and the
poor exploited countries. Thus there i5 no immediate
connection between unequal exchange and unequal
development. The amounts which are transferred by
means of unequal exchange from the poor part of the
world to the rich result in a low and a high rate of
consumption, respectively.

The basic problem of capitalism iz net te produce but
to sell. The capitalist crises do not arise as a result of
a lack of capital but because of a lack of purchasing
power. The circulation of capital is upset by the lack
of marketing possibilities. 1f there is not suflicient
purchasing power in society for the sale of manufac-
tured commodities at a price yielding profit, capital
will not be attracted. On the cause of the crises of
capitalism in the middle of the nineteenth century Marx
writes:

But as matters stand, the replacement of the capital
invested in production depends largely upon the con-
suming power of the non-producing classes; while the
consuming power of the workers is limited partly by

the laws of wages, partly by the fact that they are

used only as long as they can be profitably employed

by the capitalist class. The ultimate reason for all
real crises always remains the poverty and restricted
consumption of the masses as opposed to the drive of
capitalist production to develop the productive forces

as though only the absolute consuming power of society
constituted their Iimit. {Capital, v. 111, p. 484.)




181

The situation which Marx describes - overpreduction
in relation te purchasing power - which was the cause
of the recurring crises in the middle of the last cen-
tury, changed in the imperialist countries, as described
earlier, through the increases in wages which the work-
ing class obtained in the last third of the century. At
the same time, this contradiction was intensified in the
exploited countries. The low wage level of the peor
countries deoes not represent a market of sufficient pur-
chasing power to attract capital for an industrial devel-
opment which comes anywhere near the one in Western
Europe and the United States.

Capital is attracted when there are openings for prof-
itable investments. This implies a market with purchas-
ing power. The imperialist countries, with their high
wage level, represent such a market, It i{s the enormous
purchasing power of the imperialist countries which at-
tracts capital and which is the basis of the more rapid
development of the productive forces. Almost three-
quarters of the investments of the developed capitalist
countries are made in the developed countries.

The low wage level in the exploited countries means a
market which is too small to attract any considerable
amounts of capital. Thus, only few productions based on
the domestic market are established. Even national capi-
tals - for example from OPEC - often seek towards the
imperialist countries, where the openings for profitable
investments are better. The poor countries which try to
develop through capitalist dynamics try in all possible
ways 1o attract capital. For example by establishing
free trade areas, by tax concessions, etc. But even

under such favourable conditions of preduction, these
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countries attract only inferior amcunts of capital, simply
because the domestic market is too limited. The foreign
capital which nevertheless is invested in the exploited
countries because of the geological conditions, the cli-
matic conditions, or the cheap labour power, is mainly
based on exports to the world market, i.e. rich imper-
ialist countries as far as 75 per cent is concerned. This
applies particularly to investments in the mining and
plantation sectors, but lately also to investments in
industrial sectors such as the electronics and textile
industries. Thus, the productive forces in the Third
World often develop very unequally. A medern export in-
dustry exists together with widespread subsistence farms
and underdeveloped crafts, which are the continuous
source of cheap labour power.

Emmanuel describes how investments in the imperialist
countries lead te development, and how investments in

the exploited countries remain limited and isolated:

Why is it that Eurcpean capital in the United States
and Australia, and United States capital in Canada,
have benefitted these countries by developing their
economies, whereas in the Third World they have
played a harmful role by forming enclaves? An enclave
merely means a foreign investment that refuses to par-
ticipate in the country's process of expanded repro-
duction. In less learned terms, it is an investment that
restricts itself to the self-financing of the branch in
which it is installed and then, once this expansion has
been accomplished, repatriates the whole of its profits.

The SGCiEtl;_ Génerale de Belgique installed the Union
Miniére in the Congo and Canadian Petrofina in Cana-
da. The former exploits copper miners, the latter oil
wells. When the investment has reached its maximum
potential, Canada Petrofina uses its profits to estab-
lish a refinery: for this purpose it even increases its
capital.... For several years Canadian Petrofina re-
frains from paying any money dividend and instead
grants stock dividend. This is not displeasing to the
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Belgian shareholders since, unlike dividends paid in
money, a stock dividend is not subject to income tax.
Then the company interests itself in the distribution of
oil products and buys a network of selling points.
Next, it sets up a petrochemical industry, followed by
a works to produce tank cars; and, after that, what?
Perhaps a chain of department stores, or else a shoe
factory. Lf the company does not do this. its share-
helders will, by instructing their bankers to use the
product of their dividends to purchase a wide variety
of shares on the Montreal stock exchange....

In contrast to all this, the Union Miniére du Katanga,
once its program for equipping its copper mines is
completed, ceases to expand and pays its dividends in
money. It becomes an enclave. Why? Are we really to
suppose that the heads of the Societé Générale in
Brussels are solely concerned to overdevelop Canada
and "bleck" development in the Belgian Congo? The
reality is different. The simple fact is that in Canada
the high standard of living of the people, resulting
from the high wage level, constitutes a market lor all
sorts of products, whereas wages and standard of liv-
ing in the Congo are such that there is nothing there to
interest any fairly largescale capitalist - nothing ex-
cept the extraction of minerals or the production of
certain raw materials for export that have inevitably
to be sought where they are to be found.

This situation is the effect, not the cause, of low
wages, even though, once established, it becomes,
through the capitalist legic of profit-seeking, a cause
in its turn by blocking the development of the produc-
tive forces.,,. (Unequal Exchange, pp. 376-7.)

The low wage level and the consequent underdevelop-
ment of the exploited countries is a self-intensifying
process. Through unequal exchange and the exportation
of the majority of profits to the imperidlist countries,
the exploited countries are deprived of the conditions for
a dynamic capitalist development. The more limited the
investments are, the higher the rate of unemployment
and the higher the pressure on wages, At the same tims
this means a further reduction of the market and thus
reduced possibilities of atiracting capital.
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On the other hand, the high wage level means a com-
paratively high rate of consumption and thus a large
market with considerable purchasing power in the imper-
ialist countries. This attracts capital, and a develop-
ment of the productive forces follows. All this strength-
ens the industrial and political opportunities of the
imperialist working class for further improvements. The
rich get richer, -and the poor get poorer.

High wages are an incentive to investments in labour-
saving mechanization and machinery in the rich coun-
tries to a greater extent than in the underdeveloped
countries, where it is an immediate advantage to use
manual work because of the cheap labour power.

The enormous incomes of the OPEC countries in conneec-
tion with the price increases of oil illustrate in a way
the importance of the wage level to the attraction of
capital and thus to the development of the productive
forces. Through OPEC, the oil exporting countries suc-
ceeded in enforcing an increase in the price of oil,
which improved their exchange conditons.'! The increase
in cil prices was not a result of an increase in the
wage level in the oil experting countries. As the OPEC
couniries (all belonging to the Third World) held the
majority of oil preoduction they could increase prices by
a political decision. The increases in oil prices meant
an enormous jincrease in the income of these countries
compared to their former national product. However, this
income did mnot result in the rapid development of all
OPEC countries that might have been expected. A large
part of the increased ecil incomes returned to the imper-
ialist countries. Large parts of the outstanding aceounts
of the OPEC countries actually mnever left the Western
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banks, they just changed accounts. OPEC countries like
Algeria, lrag, and Libya, the economies of which to
some extent are controlled on the basis of a central
plan, were mainly able to spend the increased income on
a national development of their economies, even to such
an extent that they had 1o go to the international loan
market to get additlonal capital for their ambitious
plans. In a society of planned economy, where invesi-
ments are not made to gain immediate profits but in
accordance with national planning, a low wage level is
no obstacle to development — on the contrary. Here low
wages result in the fact that a large part of the na-
tional product is accumulated and used for further in-
vestments instead of forming part of an unproductive
consumption wia wages. The case of the OPEC countries
Saudi Arabia, Kuwait, and the United Arab Emirates, is
different. The majority of the investments of these coun-
tries are made with a wview to profit. Therefore, the ma-
jority of their oil income returns to the imperialist
countries, where profitable openings ler investments are
much more numerous than at home. In 1974 the oil in-
comes of the Arab countries totalled about $60 billion.
Between 43 and 4B of these returned to the Western World
as investments in industry and as hot money. The
amounts came mainly from Saudi Arabia and Kuwail.

The OFEC countries which have economies guided by
capitalist dynamics, have difficulty in transforming the
relatively large amounts of capital into a national de-
velopment. The low level of wages which exists in most
of these countries limits the extent of market purchasing
power, and thus the profitable openings for investments
in industry and agriculture. The oil money thus partly
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flows back to the imperialist countries as investment
capital, or is used by the upper class to import luxury
goods.

The development of Venezuela during the recent years
constitutes an excellent example of these dynamics.
During the 1970s Venezuela obtained an increasing in-
come from oil exports, due to the increasing oil prices.
in 1980 alone, the revenue from oil amounted to $18 bil-
lien. The Government had nationalized the oil industry
in the heginning of the 19705 and intended through fa-
vourahle logns te canalize the revenue into a national
development of industry and agriculture. But this failed
totally. Only a minor part of the oll income was in fact
invested in industrial or agricultural projects, and
these few projects mostly showed a deficit. The bulk of
the oil revenue went through the favourable state loans
into the service sector, import business, speculatien in
land and property, or disappeared abroad, mainly to
the US, as financial and currency speculation. The oil
revenue supported not only a class of capitalists reluc-
tamt to invest in industrial and agricultural develop-
ment, but also the growth of a large unproductive and
corrupt siate sector.

In spite of the enormous oil income, the real wages af
the majority of the population decreased by about 10 per
cent from 1974 to 1977, unemployment rose, there was a
periodical shortage of important food items, a decline in
the level of social welfare, and there were growing ur-
ban slums. (See ]. P. Petras and M. H. Morley: “Petro-
dollars and the State: The failure of state capitalist
development in Venezuela", Third World Quarterly, wvol.
8: mo. 1, p. 7 Londen 1983.)

The lacking commitment of the private sector 1o invest
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inside Venezuela was expressed as a flight of capital
and imports of luxury goods. The flight of private capi-
tal began in the middle of the 1970s. In 1981 it reached
an estimated level of about 100 million dollars per day,
and in March 1982 it reached 133 million per day (ibid.
PP- 14, 16). To finance the resultant deficit of the
balance of payments, the state had to secure large

foreign loans. Today Venezuela is deeply in debt.

The Venezuelan bourgeocisie also invested heavily in
luxury dwellings in the United States, channelling an
estimated $2.3 billion in 1977, for example, into the
purchase of weekend houses and condominiums in
southern Florida. Meanwhile, even conservative esti-
mates agreed that at least 25 per cent of the population
lived in substandard housing. The large urban centres
also experienced a decline in public services, water
and electricity shortages, inadequate educational fa-
cilities, serious and persistent unemployment, and a
notable contraction in available state-funded health
facilities.

The low purchasing power of the mass of the Vene-
zuelan population contributed to the inability of the
economy to absorb the petrodollar wealth. Instead, the
government acted to channel the surplus Flnancial re-
sources abroad in the form of interest-bearing loans
and investments. (lbidem, p. 15.)

By the end of 1978 about 40 per cent of Venezuela's
oil income was being invested in financial operations
abroad, and only 60 per cent in Venezuela. This re-
sulted in a stagnation of the Venezuelan economy by the
end of the 1970s. The rate of growth of the gross domes-
tic product was 8.4 per cent in 1976, declined to 6.8
per cent in 1977, and 1980 it became negative: -1.2 per
cent — the lowest rate of growth in the oil-rich country
for decades.

In a word, state ownership serves as a mechanism for

redistributing econemic surplus among segments of the
national and foreign bourgeoisie, increasing their
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profit opportunities but not necessarily expanding the

productive forces in either industry or agriculture....

it is clear that neither oil wealth not state ownership
have laid the basis for a more equitable and produc-
tive society. In addition, the vaunted economic in-
dependence which the oil wealth was supposed to have
bestowed has turned into a chimera; Venezuela has now
become as dependent on finance capital as it was

earlier on investment capital. {lbidem, pp. 26-7.)

Emmanuel describes the situation of the capitalist
OPEC countries in the [ollowing way:

After having been, for a leng time, too poor to sell

their oil at a nermal price, it happens that when they

are finally able to adjust the prices they are too poor
to collect the real money these prices represent.

This deadlock is one of the signs of capitalism's
basic contradiction between social production and pri-
vate appropriation.

[Unequal Exchange Revisited, pp. 72-3.)

Capitalism, .as it appears in the Third World, is no!
capable of extending the productive forces to a social
extent - and not capable of releasing the enormous re-
sources of human labour power of the Third World. The
continugus drain on capital prevenls directly and un-
equal exchange prevents indirectly the investments which
are mnecessary for the development of the productive
forces. However, this does not mean that there is no
development at all in the Third World. But the countries
of the Third World are prevented from developing at the
same speed as the imperialist countries - they fall more
and more behind. Therefore, the social and political
cenflicts become more and more serious. Several countries
of the Third Werld approach a situation in which devel-
opment is no longer possible within the framework of
capitalism. This is the basis of the revolutionary

changes which take place in the Third World.
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FOR A NEW WORLD ORDER
— WHAT 15 PROGRESSIVE?

The problems of development in the Third Werld cannot
be sclved within the framework of the present sconomic
world order. The solution demands partly national plan-
ning, which encourages national development benefitting
the masses in the expleoited countries, and partly a new
economic world order which eliminates the unequal ex-
change between the rich and the poor parts of the
world. The present international unequal accumulation of
capital results in the expleited countries being in con-
tinual economic, political and seecial crises, which inten-
sify both the national class struggle and the antagonism
to the imperialist countries. This situation has been re-
flected by a number of revolutionary situations in the
Third World. The struggle of the expleited and oppressed
masses has been aimed partly at the imperialist powers
in the form of wars of national liberation, and partly
at the ruling classes at home.

Qf course it i5 not accidental that the revolution is
en the agenda in the Third Weorld. Because of the wvery
small rate of consumption on the part of the population
in these countries, the preduction is restrained to such
an extent that the conditions of production have become
a fetter which must be broken in order that the produc-
tive forces can continue to develop. This-is the cause of
the social unrest and the revolutiomary changes in the
Third World. If these changes are to lead to improve-
menis, they must be directed towards soclalism, which
means ‘that society owns the production apparatus so
that a social planning of production and consumption
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can be made under the leadership of the proletariat.
Thus, wunder socialism the contradiction between the
social preduction and private appropriation disappears,
a contradiction which is characteristic of the capitalist
mode of production. Under secialism the contradiction be-
tween production and consumption takes another shape
because a market with purchasing power, f.e. an un-
preductive consumption, is not a prerequisite of invest-
ments and thus of development. The connection between
consumption and development which exists under capital-
ist conditions of production deoes not exist under social-
ism. On the contrary, consumption and investments are
treated as the inversely proportional gquantities. they
are. In a society of planned economy a low wage level
is an accelerating factor for development. A compara-
tively large part of the social production can be
accumulated, which means that it can be [nvested pro—
ductively in the deveélopment of an industrial basis eor
agricultural production. In this way the basis of a
long-term increase in the standard of living of the
masses is created, The Russian and Chinese revolutions
are historical examples of this.

The Russian revolution meant the establishment of new
conditions of production, and the Soviet Union was the
First society of planned economy under the leadership of
the proletariai. This resulted in a rapid development of
the Soviet Union from a comparatively underdeveloped
country to a medern industrial state. The rapid develop-
meént of the Soviet Union in the 19305 was partly
achieved by keeping down wages and thus unproductive
consumption. Through this strategy, the majority of the
production could be set aside for new investments.
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After the revelution, the Peoples' Republic of China
developed at a speed never seen before in the Third
World. From the first Five Year Plan in 1953 until the
end of the 1970s, China had a ratio of accumulation to
consumption which meant a rate of accumulation of 35-40
per cent. This resulted in an average annual growth in
the industrial production of 13.5 per cent and in agri-
culture of 5.5 per cent, which is higher than the growth

of any capitalist u::ﬂur'mtr].-r.l2

FOR A SOCIALIST WORLD ORDER

National development is one thing, international economic
relations is another. The exploited countries can estab-
lish planned economy internally and thus create a cer-
tain hasis for an increased speed of national develop-
ment te the benefit of the population. However, the
wretchedness of the Third World is closely related to the
connection with the capitalist world market. The price at
which Angola sells its coffee on the werld market did
not changeé because MPLA defeated the Portuguese colo-
nial power and established a people's republic introduc-
ing planned economy to a certain éxtent. At first Angola
could only spend its income in another way.

There is a growing consclousness in the exploited
countries of this situation. Slowly and hesitantly the co-
cperation between the poor countries is beginning to be
established. The "Group of 77" countries within UNCTAD '3
and the demand for a "New Economic World Order" which
was made at the extraordinary general meeting of the
United Mations in 1974 are some of the signs of a grow-
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ing consciousness. ' No matter what economic pelicy the
poor countries have pursued, they have had to see how
their individual efforts te develop their economies hawve
been checked by the conditions prevailing on the world
market. The conditions of the world market cause the
poor countries to sell their products at a low price and
buy their imports at a high price. At a meeting ol the
Group of 77 in 1979, Julius Nyerere said:

MNations which have just freed themselves from colonial-
ism and old countries in Latin America, have all in-
herited the same opinion from the prevailing Euro-
American culture: "Work hard and you will become
rich". But gradually, we have all learned that hard
work and wealth were not cause and effect. External
forces always seemed to break the alleged connection!
The socalled neutrality of the world market turned out
to be the neutral relationship between the exploiter
and the exploited, between a bird and its prey....
Even though we have not tried to do anything but to
sell our traditional exports and buy our traditional
imports, we can buy continuously less for continuously
more of our hard work. (]. K. Myerere at a pre-UNCTAD
V conference, translated from the Danish magazine
Kontakt, no. 3, 1980-81.)

On the demand for a New Economic World Order Nyere-

re says:
«es the complaint of poor nations against the present
system is not only that we are poor, both in absolute
terms and in comparison with the rich nations; it is
that within the existing structure of economic inter-
action, we must remain poor and get relatively poorer.
The peor nations of the world remain peor because they
are poor and because they operate as if they were
equals in a world dominated by the rich. The demand
for a new internaticonal economic order is a way of
saying that the poor nations must be enabled to devel-
op themselves according to their own interests and 1o
benefit from the efforts which they make. ("The Plea of
the Poor: new economic order needed for the world com-
munity", in New Direction 4, October 1977; here quoted
from Third World Quarterly, vol. 3, no. 3, p. 511.)
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The main demand of the poor countries at the UNCTAD
negotlations during the so-called "North-Scuth" dialogue
and in similar situations has always been: A fair and
just connection between the prices of the commodities ex-
ported by the exploited countries and the prices ¢f the
imports. Furthermore the action programme of a New
Economic World Order attaches importance to the sover-
eign right of disposal by the exploited countries of their
own natural resources. Fidel Castre sums up the ten
most important demands of the underdeveloped: countries

in the following way:

1: Unequal exchange is impeoverishing our peoples; and
it should cease!

2: Inflation, which is being exported to us, is
impoverishing our peoples; and it should cease!

3: Protectionism is impoverishing our peoples; and it
should cease!

4: The disequilibrium that exists concerning the
exploitation of sea resources is abusive; and it should
be abolished!

5: The (inancial resources received by the developing
countries are insufficient; and should be increased!

6: Arms expenditures are irrational. They should
cease, and the funds thus released should be used to
finance development!

7: The international monetary system that prevails
today is bankrupt; and it should be replaced!

8: The debts of the least developed countries and those
in disadvantageous position are impossible to bear and
have no solution. They should be cancelled!

9: Indebtedness cppresses the rest of the developing
countries economically; and it should be relieved!

10: The wide economic gap between developed countries
and the countries that seek development is growing
rather than diminishing; and it should be closed!
(Speech at the 68th conference of the Union of Inter-
pariiamentarians, Havana 1981; quoted from Gramma,
27 Sepr. 1981.)

After almost ten years of negotiations about the major-
ity of these demands, the poor countries have only
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achieved wvery inferior results. Only the OPEC countries
have had sufficient power to obtain a change in the
exchange of one single commodity: eil, It becomes more
and more clear to the exploited countries that ewven
though most of the imperialist countries speak of a need
for a New Economic World Order. they do not at all con-
template satisfying the demands. The exploited countries
slowly recognize that it is not possible to obtain funda-
mental changes in the economic world system by means
of negotiations, Because there is no consensus of inter-
ests but a conflict of interests between the rich and the
poor countries.

Therefore, 4 new economic world order will not be
reached as a result of negotiations and supranational
control, but as a result of a confrontation between the
imperialist. countries and the exploited countries. A
change in the present system presupposes that the ex-
ploited countries can put force behind their demands.
One of the forcible means which the poor countries could
use is production cartels., OPEC has sghown both the
strength and the weakness of such cartels. On the one
hand it has been possible to introduce considerable
price increases, in spite of the fact that OPEC far from
has the monopoly of oil production, On the other hand
QPEC has turned out to be weak in the long run, be-
cause reactionary regimes dominate the organization. The
demand of the nationalist regimes for higher prices have
been weakened by the dual position of the reactionaries.
Countries such as Saudi Arabia and Kuwait have by now
considerable investments in the West and their upper
classes are allied with imperialism to such an extent
that they do not want to harm the imperialist countries.
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A cartel which consists only of states under the leader-
ship of the proletariat would be much more effective.

As more and more of the Third World countries obtain
the internal conditions of development by doing away
with the capitalist conditions of preduction and replac-
ing them by planned economy, the possibilities of effec-
tive international co-operation between the exploited
countries 'are -also increased. This can be ‘established
not only as cartels but first and foremost as increased
trade and technical and political co-operation directed

against imperialism.

CONCLUSION CONCERNING THE PERSPECTIVES
OF SOCIALISM IN THE EXPLOITED COUNTRIES

In Latin America, Africa, and Asia, imperialism and
capitalism stand in the way of progress and develop-
ment. Therefore, it is here that the struggle against
this system takes place:. This struggle against the im-
perialist world order is the most important progressive
force in today's world, and it opens the possibilities of
socialism both in the exploited countries and, in the

leng run, in the imperialist countries.
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What can Communists in the
Imperialist Countries do ?

As  inhabitants of one of the richest countries in the
world, our possibilities of promoting socialism are lim-
ited because of wery special conditions. In the richest
imperialist countries there are no classes today which
are objectively interested in overthrowing the imperializt
system, because all classes in these countries profit by
this system. Any social movement in the rich imperialist
countries must be seen in the light of this fact. A mass
movement has. only a socialist perspective if it is di=-
rected against imperialism. Such a mass movement does
not exist in the imperialist countries,

For decades left-wing parties in Western Europe and
Morth America have set themselves the task of leading
the struggle of the working class for higher wages, im-
proved conditions, etc. This practice has been followed
irrespective of the special position of the working class
in the imperialist countries. Therefore they are reform-
ists, no matter what international ideals they have had,
whether they were pro-Soviet, -Chinese, or =Albanian,
and regardless of their names. It canneot be the task of
the Communists teo lead the struggle of the labour aris-

tocracy and thus te maintain or increase its privileges.
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SUPPORT THE ANTI-IMPERIALIST MOVEMENTS
IN THE EXPLOITED COUNTRIES!

As anti-imperialist mass movements are only found where
imperialism means expleitation and impoverishment, the
task of the Communists is to support the movements
there. The most effectual practice of Commuriists in an
imperialist country teday is to support the anti-imper-
ialist liberation movements in the Third World who fight
against capitalism and international exploitation and for
socialism. By supporting movements who pursue an anti-
imperialist pelicy and who have the necessary political
strength because of a mass basis, or who have the pos-
sibilities of developing such a strength, we can do our
share towards impairing imperialism,

We support the national revolutionary movements in
the underdeveloped countries because these social move-
ments represent the biggest possible social improvement
in their countries; because, through a revolution, they
have the possibilities of liberating enormous productive
forces, especially in the form of human labour power;
because, through the efforts of establishing a socialist
society in their own country, they take a step towards
the establishment of socialism in the wheole world, also
{f these countries ‘are not in a situation in which they
can establish a socialist society immediately, There is
ne direct or easy way from an underdeveloped and
exploited economy to socialism. In spite of this, the
national movements in these countries represent the
greatest threat to the imperlalist system today. They do
their :share towards creating crises in imperialism. These
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crises are of crucial importance, if a revolutionary situ-
ation ever is to arise in the rich part of the world,

Unlike the capital and the labour aristocracy, the
Communists are interested in crises in capitalism. There-
fore, when the crises arise; it is not the task of the
Communists to defend the privileged position of the la-
bour aristocracy by making plans to protect the capital-
ist system against crises. Communists in the imperialist
countries should not try to reduce the extent of such
crises and their consequences such as unemployment, de-
creases in wages, etc. Even today, when the economic
crisis has meant only a comparatively small decrease in
the standard of living of the peopulation in the rich
countries, the "fear of crisis" is widespread. The left-
wing parties, from the Soclal Democratic party to the
extreme left wing, compete with the right-wing parties to
suggest the most efficient metheds of sclving the prob-
lems of capitalism. Te them it is first and foremost a
question of defending the standard of living achieved.
The revolutionary perspective of the crisis has been
completely forgotten. From a revolutionary peoint of view,
crises are necessary. When the crisis is really felt, the
Communists must oppose chauvinism, racism and hatred
towdards immigrant workers, and support anti-imperialist
movements and progressive states in the Third World.

In the long wview, the crises can only be removed by
an elimination of capitalism through a global revolution-
ary socialist development. It is however evident that
only the economic development itsell can convince the
labour aristocracy of this. The labour aristocracy,
which helps to administer imperialism, cannot be trans-

formed into a revolutionary class exclusively by means
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of agitation and propaganda. It is primarily the econ-
omic development that determines the policy of a class.

SUPPORT THE LIBERATION MOVEMENTS MATERIALLY!

The way in which Communists of imperialist countries
can suppeort the liberation movements is of course speci-
Fic from country to country. However, one thing is sure:
tf the support is te be of any importance, it must pri-
marily be of a material nature. At the end of the 1960s,
members of our organization participated in and tried to
influence the big demonstrations directed against the
warfare of the United States in Vietnam. But even though
much was written about it and there were many dis-
cussions, and even theugh thousands of people were
engaged in the work even in a small country like Den-
mark, the material support to the Vietnamese liberation
movemen! was surprisingly small,

During this period the left wing devoted quite some
time to liberation mowvements all over the weorld, but
there was a striking dispropoetion between the often
very militant and uncompromising slogans and the mini-
mal wvalue it had te the liberation movements and their
struggle. The majerity of the left wing did not concern
themselves with the liberation mowvements with the pri-
mary aim of supporting them, but rather because they
hoped to mobilize more people. People whom they could
engage in their work for the labour aristocracy in Den-
mark with the illusory purpese of leading its wage
struggle in a socialist direction. In the 1970s this be-
came even more obvicus. [t was not possible to transfer
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the few anti-imperialist forces from the Vietnam work to
the support of the liberation struggle in the Southérn
Africa, Palestine, etc. Other guestions have caught the
main interest of the left wing. Anti-EEC and anti-nuclear
power ~campaigns, pellution problems, envircnmental
questions, unemployment problems ete. Anti-imperialism
is mo longer an important aspect of the political activity
of the left wing. It is a wvery limited number of pecple
that can be meobilized for anti-imperialist werk in Den-
mark today.

Howewer, it is positive that here and there in the
imperialist countries there are supporting groups which
attach the greatest importance to material support. By
this work, the possibilities of the liberation movements
for defeating imperialism are improved. Talks with rep-
resentatives of the Iliberation movements and wvisits to
the movements have confirmed that it is of use to offer
material support, as they often lack the most elementary
things to be able toe carcy on their struggle and to be
able to mitigate the hardships of the masses.

WHAT DO WE WORK FOR?

It is our aim to gather anti-imperialists in order to
support the struggle against the suppression and exploi-
tation of the Third World. As things are now it must be
a matter of individuals, &5 there is no cbjective basis
for mass movements with anti-imperialist wviews in Den-
mark today.

The solidarity for which we work is not based on pity

or hourgeois humanitarianism, but on the awareness that
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the emancipation of the proletariat in the exploited
countries is a condition of the destruction of the imper-
ialist system and the introduction of secialism in
Denmark.

We regard the twe aspects of the political struggle;
theory: and practice, as inseparable. It is necessary
continuously to investigate the economic and political
conditions in the world in our endeavours to [ncrease
and improve our support, and to find new ways in
which we can give this support. We have to study which
contradictions are the most impoartant, so that our efforts
are concentrated on the areas which will be of most
benefit to the struggle for socialism. We shall communi-
cate our wiews to the anti-imperfalist movements and
states in the Third World and to anti-imperialist groups
and ‘erganizations in all countries. In particular, we
shall discuss our opinion of imperialism and the econ-
omic and pelitical conditiens in Western Europe. For a
long time the left wing ‘has passed on its illusions about
the conditions in Eurcpe and the solidarity of the wark-
ing c¢lass with the liberation movements. We shall con-
tinue to tell the liberation movements not to count on an
active support of their struggle on the part of the la-
bour aristocracy., On the contrary, they must expect
opposition, and this is not due to ignorance or lack of
information apout the struggle, but to the position of
the working c¢lass of the imperialist countries as a
labour aristocracy - a global upper class.

THE STARVING AND EXPLOITED MASSES SHALL BE VICTORIOUS!
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NOTES

PREFACE
! We do not agree with this formulation. Both national and class
struggle must be considered in order te understand the conflicts
mentioned by Emmanuel. (- Authors' note) B 1
2 Bill Warren presents this opinion in  his bock Imperialism:
Pioneer of Capitalism, Verso Edition, 1980. (- Authors' note.}

p- 13

CHAFPTER 1
: "Marxist philosophy holds that the most (mportant problem does
not lie in understanding the laws of the objective world and
thus being able to explain ft, but in applying the knowledge of
these laws actively to change the world. From the Marxist view-
point, theory is important, and its importance is fully expressed
in Lenin's statement, 'Without revolutionary theory there can be
no revolutionary movement'. But Marxism emphasizes the import-
ance of theory precisely and only because it can guide action.
If we have a correct theory but merely prate about (i, pigeon-
holer {t and do not put it into practice, then that theory,
however pgood, is of ne significance. Knowledge begins with
practice, and theoretical knowledge which (s acquired through
practice must then return to practice.” (Mao Tse-tung, "On Prac-
tice", Selected Readings [rom the Works of Mao Tse-tung (Peking,
19671 p. 63.) p. 19

The following [igures and information come from a speech held
by Fidel Castro at the Conference of The Interparliamentary
Union in Havana 1523 September 1981 (quoted from Gramma,
Havana, 27 Sep. 19811, from World Bank Atlas 1978, Washington
BC, 1979, and from United Nations Statistical Yearbook 1978, New
York, 1979. i p- 26

2

CHAPTER 2
1 "The concentration of trade and manufacture in one country,
England, developing itresistibly in the seventesnth  century,
gradually created for this country a relative world market, and
thug a demand for the manufactured products of this couniry
which could no longer be met by the indestrial productive Tocces
hitherte existing. This demand, nulgrowin& the productive
farces, was the motive power which, by producing large-scale
industry - the application of elemental forces to industirial ends,
machinery and the most extensive diviston of labour - called
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inte existence the third period of private property since the
Middle Ages." [Marx and Engels, The German Ideclogy, p. 72.)
p. 32
4 Statistics from the first hall of the nineteenth century are very
scanty. By way of investigations on the consumption per capita
of varicus consumer goods, E.]. Hobsbawn has studied the stan-
dard of living of the British working class and arrives at the
following:
"From the later 1790= until the early 18408, there is no ewvi-
dence of any major rise in the per capita consumption of several
foodstuffs, and in some instances evidence of a temporary fall
which had not yet been completety made good by the middle
18L0s. If the case [or deterloration in this peried can be estab-
lished firmly, 1 suggest that it will be done on the basis of
consumption data.
"Tea, sugar and tobacco, being wholly imported, furnish na-
ticnal consumption figures which may be divided by the esti-
mated population to give a crude index of per capita consump-
tion.

Sugar consumption per capita (Annual average in 1b.)
1800-09 19.12 1850-49 18,45
1810-19 18,06 185059 30.30
1820-29  17.83 1860-69 53,90
183039 17.59 1870-79  &B.09

Mees -Tea, sugar and tebacce indicate no marked rise in the
standards of living, but beyond this little can be deduced from
the crude series.

*The case of meat is different. Here we possess ... the Smith-
fleld figures for London for the entire period.,.. The Smithfield
figures show that, while London's population index rose from 10D
in 1801 to 202 in 1841, the number of beef cattle slaughtered
rose only te 146, or sheep te 176 In the same period. The fol-
lowing table ¥V gives the figures by decades:

Decennial Index for London's Population
Beel and sheep at Smithfield, 1801-51
Date  Fopulation  Beefl Sheep

1801 100 100 100
1811 119 105 119
1821 144 113 135
1831 173 127 152
1841 203 146 176
1851 2ih " 198 193

"It will be seen that the increase in besf lagged behind that
in population In all decades until the 1840s. Mutton also lagged
= though less — except in the first decade. On the whole a per
capita decline in London meat consumption up to the [840s is
thus almost certain....

“About cereals and potatoes, the staple of the poor man's diet,
we can alse find out some things. The fundamental fact is that,
as contemporaries already knew, wheat production and imports
did not keep pace with the growth of population so that the
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amount of wheat available per .capita fell steadily from the late
eighteenth century until the 1850s, the amount of potatoas awvail-
able rising -at about the same rate.” (E.]. Hobsbawn, The Brit-
ish Standard of Living, pp. 76-8.)

On the basis of various case-studies; Hobsbawn also calculates
unemployment during this same period at about 20 to 50 per
cent. He concludes that no basis exists for an improvement in
the standard of living during this period, but rather a reduc-
tion, most prencunced from 1800-1815. Ps 34

3 Marx writes in Capital: "Thus the villainies of the Venetian
thieving system formed one of the secret bases of the capital-
wealth of Holland to whom Venice in her decadence lent large
sums of money. So alse was it with Helland and England. By the
beginning of the 18th century the Dutch manufactures were far
outstripped. Holland had ceased to be the nation preponderant
in commerce and industry. One of its main lines of business,
therefore, from 1701-1776, is the lending out of enormous amounts
af capital, especially to its great rival England. The same
thing is going on to-day between England and the United States.
A pgrealt deal of capital, which appears to-day in the United
States without any certificate of birth, was yesterday, in Eng-
land, the capitalisad blood of children.” (Vol. I, p. 707.) p. 35

4 Marx quotes H. Fawett, professor of political economy, as fol-
lows: "The aggregate wealth which 1s annually saved in Eng-
land, is divided into two portions; one portion is employed as
capital to maintain cur Industry, and the other portion 1s ex-
ported te foreign countries.... Only a portion, and perhaps, not
a large portion of the wealth which is annually saved in this
country, is invested in our-own industey.”

Marx comments: "The 'greater part of the yearly &ccruing
surplus-product, embezzled, because abstracted without return of
an equivalent, from the English labourer, is thus used as capi-
tal, net in England, but in foreign countries,” (Capital, v. 1.
Pp- 572-3.1 p. 30

3 The Chartist movement was founded in 1836 by artisans and
workers in London. It got its name from "The Peoplie's Charter”,
a number of demands for referms in the parliamentary system
with the purpose of strengthening the influence of the labour
movement in Parliament. The movement was widely supported by
the working class in the 18408 but without getting its demands
for wider franchise satisfied. 1t died out in the 1850s. p- 40

6 Gee the article: “The White Settler Colenialism and the Myth of
the Ilnvesting Imperialism® by A. Emmanuel, New Left Review,
no. 73, May=June 1972. p. &b

7 The trade capital attached only little importance to the settler
volenies, which for example can be seen from the fact that
France chose to cede Canada after the defeat in the Anglo-
French war in ‘North America 1752-9, when they had te choose
between ceding Martinigue or Canada. p. 4B
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8 The majority of emigrants arrived during 1846-55, partly be-

cause of the pressure from the hard times in Europe, particular—
ly in Ireland where unemployment and the potato blight caused
hundreds of thousands of deaths, and partly because of the pull
from the booming American ecomomy. The United States’ popula-
tion grew from &4 million to 32 million between 1790 and 1860.

pe 50
? Adam Smith writes: “England is certainly, in the present times,
a much richer country than any part of Nerth America. The
wages of labour, however, are much higher in North America
than in any part of England.” (A. Smith, The Wealth of Nations
{Edinburgh, 1814), bk I, ch. 8)
Malthus estimates working-class wages in the United States at
about | dollar per day, corresponding to 4 shillings. The Brit-
ish worker gets 2 shillings. This is also in accordance with
statistical surveys on American history. (Malthus, An Essay on
the Principle of Population (London, 1872), bk I, ch. 27)
In A Treatise on Political Ecomomy {London, 1B21), ]. B. Say
calculates -American wages to be three times .as high as the
French. (Book 1, ch. 27)
In 1874 American wages should be about 25-50 per cent higher
than the British, £0-70 per cent higher than the Belgian and 100
per cent higher than the equivalent French, p. 5l

3 At the world exhibition in 1851 American ploughs proved o be
much - better than the European. {Dudley Dillard, Economic Devel-
opment of the Horth Atlantic Community, New Jersey, 1967.) p. 51

e The harvester was invented in 1833 by Mc Cormick, an immi-
grant Scoteman, and produced in Chicago by the still existing
International Harvester Company. (Dillard, op.cit.) . 5l

- In the slaughtering industry, centred on Cincinnati, 4 rudi-
mentary ferm of assembly line was developed. Typically, the pig
would hang on a hook and pass through the factory from worker
to worker. One ripped up, one took cut the heart, another cut
out a specified piece of bacon ete., until all was salted and
packed. These factories used the whole pig, producing raw
leather, soap, candles, etc., from the waste products. The
American industrialization had certain distinguishing features.
One of the best descriptons of American industry in the 1850s is
made by a group of British technicians who visited the United
States at the time. They reported to the British Parliament,
telling carefully’ about their observations. According to these
reports American industry would be far more mechanized and
standardized than the British. Mere palents were taken out in
the U5 than in any other country during this period, [Gerald
Gunderson, A New Economic History of America, p. 176.) B 53

13 1n 1850 a British parliamentary commission visited Eli Whith
ey's arms factory. The American manufacturer tock ten rifles,
one from each of the years 1841-50, disassembled them, and
mixed the components. Them he got hold of one of the factory




207

workers, who assembled the rifles wery guickly with a screw-
driver. The Englishmen were "most impressed". A skilled British
armourer would use many hours in order to fit the components
into a working rifle. An American worker could assemble some
Fifty rifles in one day - a British worker about twe. During
those years the American arms industry wias leading within the
development of precision tools for metal-working - its know-how
was used by other branches of industry. [(Gunderson, op.cit.,
pe 174} P 53

14 The iron stove was one of the first mass produced consumer
goods, Just between 1850 and '60, half a million stoves were
produced in the United States. {Gunderson, ap.cit., p. 1659.1

p- 53

CHAFTER 3
L See for example the Preface to A Contribution to the Critigue of
Political Economy: "1 examine the system of bourgecis economics
in the following order: capital, landed property, wage labour;
state, foreign trade, world market." (MESW, p. 181.) p: 58
2 Arghiri Emmanuel was borm in Patras, Greece, in 1911. In 1942
he volunteered for the Greek Liberation Forces in the Middle
East and was active in the April 1944 wuprising against the
Greek government-in-exile in Calre. The uprising was crushed by
British troeps and Emmanuel was condemned to death by a Greek
court-martial in Alexandria. He was granted amnesty at the end
of 1945 and freed in March 1946. After the war he settled in
Paris where he studied socialist planning. He received his doc-
torate in seciclogy from the Sorbonne. Until 1980 he was Direclor
af Economic Studies at the University of Paris-Vi1l.

The theory of unequal exchange was advanced by Arghiri
Emmanuel at the end of the 1960s and put forward in his book
L*achange inégal in 1969, published in English in 1972 hy
Monthly Review Press (Unequal Exchange, A Study of the Imper-
ialist Trade). Emmanuel has supported and developed his theory
in & mumber of articles and further investigations. (5ee Bibli-
egraphy ). p- 58

4 “ao pne of the earller economists said, wvalue i% a relation
between two persons; only he should have added: a relation
concealed beneath a material wrapping." (Lenin, "Karl Marx’,
Collected Works, wv. 21 (Moscow, 1964), p. 60.1 p. 60

4 Primitive accumulation is discussed {in Danish) in the magazine
Manifest, nos. & and 7 (Copenhagen, 1979), in the series "The
Division of the World into Two". p- B3

5 In the countries of the Third World a national differemce in
wages is found to a greater extent than in the imperialist coun-
tries. See for example: V. M. Dandekar, "Bourgeois Politice of
the Weorking Class”, Economic and Political Weekly, wvel, XV, 12
Jan. 1980. p. 69
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& Thus the valwe of the commodity - labour power - appears as a

soclal relation, namely the class struggle, and in this way all
the material covers which enclose “normal" commedities have
heen peeled off. p- 7O

! The assertion thoat workers and capitalists should hawve the
same basic economic interests in the development of the means of
production owned by the capitalists has divided and still di-
vides the socialist movement into a reformist and a revolutionary
line. Marx, Engels, and Lenin were hezavily against the view
that workers and capitalists have a common economic advantage
of the development of the means of production, whereas Bern-
stein, Kautsky, and the entire Social Democratic movement maln-
tainad this wview. Today a considerable part of the laft wing
maintains this Soclal Democratic view in a covered up wversion
by linking productivity and wages, so that Improvements in pro-
ductivity do automatically lead to wage increases - i.e., the
working class and the capitalists have a common interest in the
development of the means of production. A view idemtital to the
reformist view. p. 76

# Similar tendencies can be seen today in the Third World. The
industrialization of Brazil in the second half of the 1960s and
in the 1970s did not result in an increase in the standard of
living of the working class, on the contrary. A clear indicator
of this is the increasing rate of infant mortality in the indus-
trial centres. Whersas it was falling until the middle of - the
19608, it began to rise In 1965. (A.G. Frank, Crisis in the
Third World (London, 1982), p. 166.) g 76

g In several places Marx rcefers te this fall in real wages during
the imitial period of capitalism. From 1742-52 to 1800-8 the
weekly wages increased from 6 to 11 s., but at the same time
the price for one quarter of wheat increased from 3} &. 1o
6 s, 8 d. Thus the purchasing power of the wages fell from 102
points ;n 60 points. (Marx, Theories of Surplus Value, part 11,
- 584.
l:II]n apite of the considerable progress as regards productivity
during these first years of indostrial capitalism, wages in 1830
were at the same levels as in 1750, During theé same period
working conditions also deteriorated. The working day was ex-
tended, child labour was intreduced etc. (Marx, Capital, w. 1.
ch. 15] The 10-hour weorking day was not introduced until 1847.
= g 77
1 The connection between productivity and wage increases in to-
day's Western Europe is political - based on class struggles.
The unions demand a share in the profits which are a result of
the ever increasing rise in productivity. ps 77

- “That part of capital, then, which: is represented by the
means of production, by the raw material, auxiliary material
and the instruments of labour, does not, in.the process of pro-
duction, underge ‘any quantitative alteravion of wvalue. [ there-




200

fore call It the censtant part of capital, or, more shortly con-
stant capital.

“On the other hand, that part of capital, represenied by
labour-power, does, in the process of production, underge an
alteration of wvalue. [t both reproduces the eguivalent of its own
value, and also produces an excess, a surplus-value, which may
itsell wvary, may be more or less according 10 circumstances.
This part of capital i% continually being transformed from a
constant into a wvariable magnitude. 1 therefore call it the vari-
able part of capital, or shortly, wariable capital. The same
elements of capital which, from the peint of view of the labour-
process, present themsalves respectively as the objective and
subjective factors, as means of production and labour—power,
present themselves, from the point of view of the process of cre-
ating surplus-value, as constant and wariable capital.” (Marx,

Capital, v. 1, p. 202.) p. 78
ks Abbreviations used in tables and formulas:

C  Aggregate capital ¥ Yalue = ctvss

¢ Constant capital p  Profit = Plesv)

¥ Variable capital p' Rate of profit = s/lcev)

& Surplus-value s' Rate of surplus-value

P' Average rate of profit = s/{csv)

PP Price of production = cevaP'{csv) pu TS
13

"The conversion of a' sum of money into means of production
and labour-power, is the first step taken by the guantum of
value that iz geing to functien as capital. This conversion takes
place in the market, within the sphere of circulation. The séc-
ond step, the process of production, is complete so soon as: the
means of production have been converted inte commodities whose
vwilue exceeds that of their component parts, and, therefore,
contains the capital originally advanced, plus a surplus-value.
These commodities must then be thrown inte clrculation., They
must be sold, their value realised in money, this money afresh
converted into capital, and so over and over again. This circu-
lar movement, in which the same phases are continually gone

through in succession, forms the circulation of capital.” (Marx,
Capital, v. I, p+ 529.1 p. 80
14

"The working-day I8 thus not a constant, but -a wariable
guantity. One of its parts, certainly, Is determined by the
working-time required for the reproduction of the labour-power
of the labourer himself. But {its total amount wvaries with the
duration of the surplus-labour. The working-day s, therefore,
determinable, but is, per se, indeterminate. ... Besides these
purely physical limitations, the extension of the working-day
encounters moral ones. The labourer needs time for satisfying
his intellectual and social wants, the extent and number of
which are conditioned by the gemeral state of secial advance-
ment. The wvariation of the working-day [luctuates, therefore,
within physical and social bounds. But these limiting conditions
are of a very ‘elastic nature, and allow the greatest latitude. 5o
we find working-days of 8, 10; 12, 14, 16, 18 hours., {.e., of
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the most different lengths. ... Hence is it that in the history of
capitalist production, the determination of what is a working-
day, presents itself as the result of a struggle, a siruggle

betwesn collective capital, fl.ei;, the ¢lass of capitalists, and
collective labour, i.e., the working-class." (Marx, Capital, w.
1} ipp.azy; 995:) p. BO
15

"Capitalist society is characterised by a degree of labour
mability much greater than prevalled in any previous form of
society. Mot only do workers change their jobs relatively fre-
quently, but also the stream of new workers entéring the labour
market is quickly diverted from declining te rising occupations,
-«. This is a conclusion which commands aniversal assent in the
modern world, it fews from such' common facts of experience that
no one would think of denying it." (P.M. Sweezy, The Theory of
Capitalist Development (New York, 1956), pp. 30-32.) p. 81

.. Thus the petrochemical industries with a very large share of
constant capital have a high organic compesition, whersas the
textile Industries with much more variable capital have a low
organic composition. p. B3

17 The turnover time influences the rate of profit. The turnover
time is the period from the investment of the capital fo the re-
turn of investmentis and profit. A capital which turns over twice
a year has an annual rate of profit which is twice as high as
the annual rvate of profit of a capital which only turns over
once a year - other things being equal. p. 83

18 We stress that these differences in the rates of profit as a
result of the différent organic composition of the capital is
purely a theoretic phenomeémon - in the real world an equaliz-
ation takes place - more about that later. p. B3

19 The market price {5 the price at which & commodity is actual-
Iy =sold on the market. The fluctuations of the market price
around the price of production are regulated by ‘supply and
demand. P- B5

4 Table 3.2 is identical to the one in Capital, w». 111, p. 157.
However, Marx has divided the constant capital c into fixed and
flowing parts in order 1o prove that this does notl have any
consequence. Therefore, it has been omitted here in order not to
complicate the matter unnecessarily. P

2l Mark did not consider the transfer of value because of differ-
efit organic composition as something unequal. This was first
done by Otto Bauwer at the beginning of this century. Bauer's
definition of "unequal exchange" has nothing to do with the
definition made by A. Emmanuel. p. 87

2 It is not a prerequisite of the equalization of the rate of
profit that the rate of surplus-value has besn equalized. Marx
did not deal with the mobility of the labour forge as a pre-




211

requisite of an egualtzation of the rate of surplus-value, but as
a preréquisite of the labour force being able to follow the move-
ments of the capital from Iine to line and from place to place
and by this secure the possibilities of capital movements. p. 88

3 In Chapter 4 we: shall go inte details concernming the wvalidity
of these twe prerequisites. p. 90

25 This also applies to [inancial ocperations such as capital ex-
ports, repatriation of profits, etc. In the last resort the money,
which is transferred in the' case of such operations; represents
a claim for commedities from the country in question. Capital
export from Hritain is the exportation of British pounds which
return. sooner or later as a claim for British commodities. p. 95

14
2 Puring most of the nineteenth century there was a considerable
deficit of the British balance of trade, which was possible be-
cause of the position of Britain as an economic, political, and
military Great Power, p. 95

26 In 1981 the total debt of the Third World was more than $500
billion according to official Figures. (This amount corréspends to

the total annual military expenses of the world.) p- 95
27 Depreciated, {.e. the' price of productlon is lower than the
wvalue of the product. pe 97
28

Such a production may wvery well be profitable to the capital.
From the point of wview of the individual capitalist, value and
surplus-value is of no interest. What is important is the price
of productien or rather the market price and the rate of profit,
and to the individual capitalist the rate of profit has no con-
nection with the actual substance of surplus-value. p. 98

2 (R. Dawvis' note:} Figures for the wages gap calculated by
Francis Wilson, and for productivity by T. F. Muller, chairman
of the mining house Federale Mynbou. Both guoted in Bunting,
The Rise of the South African Reich {London, 1969). B 9

s [R. Dawvis' note:} Calculated from the [ligures piven in the
1920 Union of South Africa Yearbook and in the 1969 State of
South Africa Yearbook. p. 101

(R, Davis' note:) Bunting, op.cit., p. 513. For a graphic
recent description by an American observer of a typical work
process in a South African mine, see ]. Hoaglund, South Africa:
Civilisdtions in Conflict (London, 1973}, pp. 196-7: "l watched
two mine workers ... 3,300 feet down a mine shaft ... 50 miles
west of Johannesburg. Willie, the white miner, crouched inside a
four=feot high pit, of stope as it is called by the miners. He
had already marked the face of the rock wall for drilling. A
black labourer, Known to the company not by name but by an
identity number sat on the fleor of the pit, his arms and legs
wrapped around a jack-hammer drill. As Willle dropped his hand
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as a signal the black labourer staried to drill.... At the end of
the eight heur shift, Willie would insert explosive charges into
the hundred holes being drilled in the rock face, and the blast-
ing apart of the gold and ere would begin. Willie ... earned
about K300 a month. The black labourer (technically miner is a
rank that only whites can hold in South Africal made R20 a
menth, The work they did s not all that different, a mining
supervisar ... conceded in response to a question. Then why the
large gap im pay? 'Because Willie's skin is white,' the {super-
visor) replied matter—of-factly, "1t is the most valuable commod-
ity yvou can have in South Africa. It is more valuable than this

yellow stuff we blast out of the earth.'" p. 101
g
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3z Based on the same method of calculation, we have (ried o
compare the national income of various countries 1o fhe wwial

wages if the workers were paid the average Danish wage of the
year concerned.

Danish wages 1973-1977 (U5 dollars)

Year Wo. of wage Total money Annual
labourers income av. wage

1 . ' . . ’ + 1

1975 2,365,000 20, 168,339,000 8,527

1977 2,578,000 26,035,410,000 L0, 4089

The table on p. 212 shows that India's national income should
have been 20 times as big as it was in 1975 to have paid the
Indian workers according te the Danish level of wages (and in
this calculation profits to capitalists or any appropriation of
capital for repairs or new investmeénts are not allowed]. p- 103

CHAPTER &
e T following examples illustrate in detail the wages actually
paid in the free production zones and world markel factories. In
Hong Kong in 1974 the daily rates in garments indusiry were US
£3.15. in electronics industey US $2:36 for female workers, in
plastic industcy US $2.56 for female workers and in the toy
industey U5 $3.34. In 1976 in the Export Processing Zone in
Bombay unskilled workers were paid an average of US $25 per
month  (including fringe benefits), semiskilled workers US %33,
and skilled workers US $50. In 1974 in Malaysia in the electron-—
ics industry semiskilled workers were earning US 51.45-1.75 per
day. In 1975 In the Export Processing Zone of Bataan in the
Philippines wages averaged US $36 per month. The daily wage
for unskilled workers was US $1.20, for semiskilled workers it
was US $1,.48-1.77, and skilled workers were receiving US §1.77-
2:22. In 1976 in the electronics industry in South HKorea wages
came to roughly US §1.50 per day for foremen and toolmakers.
In Thailand at the end of 1974 unskilled workers in world mar—
ket facteries were paid US $1.00 per day. In Micaragua in 1975
world market factories {n the electronics industry were paving
unskilled/semiskilled workers US $0.27 per hour; skilled workers
were getting US $0.90 per hour. In Costa Rica export-processing
industry unskilled/semiskilled workers were paid US $3.14-3.35
per day, skilled workers an average of US $4.31 per day. In
1974 in the Dominican Republic wages in the free production
zones were US $0.25-0.40 per hour for unskilled and semiskilled
workers. The lowest wages were paid in the Export Progessing

Zone in Mauritius. In 1975 unskilled female workers were paid
US $0.70 per day and semiskilled Ffemale workers US §0.88 per
day." (Frébel, Heinrichs, Kreye, op. ctt., pp. 351-2.) p. 112
2

Motes from Fribel, Heinrichs, Kreye: {a) "There i1s no legal re-
striction on the hours of work for men over the age of 18 years.
Consequently many men work téen hours a day with a rest peried
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of one 1o two hours, although tree-shift working, enabling ma-
chinery to be used 24 hours 4 day, is commen.... Women and
young persons aged 16 and 17 may work eight hours a day plus
two hours overtime up to an aggregate of 300 hours avertime per
year. Working hours for these persops is limited 1o 48 hours per
week." (Trade Develdpment Council, Industrial Investment in
Hong Kong, p. 25.)

(b} "The standard working week is 48 hours, 8 hours a day for
& days. The working hours may be extended to 60 hours per
week by mutual agreement. An extended work week has becoms a
common practice in manufacturing and export industries." (Econ—
omic Planning Board, Guide to Investment in Korea, p. 4B.]

tc) D.E.G., Reisenbericht Korea, p. 8.

(d} CF. Herald Tribune, 13 February 1976: "7-day, Bf4-hour work
weeks: Seoul's economic miracle is a heavy burden on workers":
Handelsblatt, 22 june 1976: "A B-, often 7-day work week, with
a 12 hour day, common also in industry, is praised as a patri-
otlc act”.

{e} "In manufacturing a 4B-hour week is commonly worked, but
this is ot u.mmlurg'. Some industries and trades work nine
hours a day with enly ¢ne day off each month for labourers.”
{Board of [nvestment, Investing in the Dynamic Growth of Thai-
land, 1974, p. 46:) p. 114

"The great majority of American electronics companies with off-
shore plants have been very satisfied with the results obtained,
and have continued to expand their offshore operations. They
have generally a low-cost source of workers who are more pro-
ductive than these in the United States, and have been able to

manufacture products of the required guality." (Richard W.
Moxon, Offshore Production in Less Developed Countries; p. 61,
quoted from Fribel, Heinrichs, Kreye, p. 356.) pe 119

4 The Organization for Economic Cooperation and Development was
founded in 1961 by the imperialist countries in Europe together
with USA and Canada. Since then Japan and Australia have
joined. The aim of QECD is to develop the capitalist economies of
the member-countries by removing obstacles from  the world
trade, among other things by opening up trade with the Ffarmer
colonial areas, p.

3 Karl Marx writes on this: “Nothing would be altered if capitals
in certain spheres of production would not, for some reason, be
subject to the process of equalisation. The average profit would
then be computed®on that portion of the social capital which
enters the equalisation process.” (Capital, vel. I11, p. 174.)

ps 124

8 The majority of foreign investments made during the first ten
years of this century were in the shape of securities, loans
secured on government bonds, bills of exchange etc., whereas
the majority of today's foreign investments are made as direct
Investments, i.e. in plants or in buying up industries, which
ensure the investor the supervision of operations. pe 135
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7 "Strachey is right: the year 1951 is not representative: It was
the: yvear of the Korean War boom, with a flareup In prices of
primary  products and an inflation of the profits of colonial

enterprises." (Op. ¢it., p. 97.) p. 1E5
8 Value of OPEC holdings in the West (% billion). 1376t
9801
Lot
=0y
asr
343
piobimgct 81 g

R PRR . a1 0§77 6578 AT INE0  (uAl  19AZ  10RY  19Ed 1983

This figure was estimated by the British magazine Business Week
in 1981, before the recent fall in crude oll prices. p- 130
3 Transient changeés i{h profits due to shert term price movements
have deliberately been omitted from the discussien, as these do

not affect the long term tendencies. p. L3O

12 Yearly annual average rate of profit on Invested British capital:
1955-64  1960-65 1955-64 196065
Horth America b.6 Latin America T
United States L] 8.9 Argentina 15 7.7
Canada 10 8 | Brazil 12.9
Western Europe 6.5 Commonwealth 12.9
Belgium & Luxbg 1.8 hustralia i 6.6
France 14 3.6 HNew Zealand Bk
FRG 1 16.2 South Africa B 12.1
[taly 7 =01 India 9 T4
Helland 6.2 Malaysia 2 15.9
Denmark 34 2.5 lamaica 7 6.2
Switzerland 11.9 Ghana x 12,3
Others 6.8 Migeria 13 &.3
Imperialist countries 71 Exploited countries 9.0

{]. Dunning, Studies in International Investment, London 1970,
pp. 57 and 94, The two time pericds cannot be compared.) . 130

1i To the extent that there are differences in wages, it is also &
gquestion of unequal exchange. It applies for instance to the
Danish trade with Greece and Portugal, whose wage level 1is
about one [{ifth of the Danish. - 135

ke For this phenomenon we u$e the name "unequal development™,
which means the process according to which the world is divided
inte rich imperialist countries and poor exploited countries - a
fact 'which continuously reproduces itself. This division is re-
flacted by the rich countries developing the productive forces at
a tearing speed and the poor countries developing the productive
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forces at a much slower speed. Thus the cleavage between the
imperialist countries and the Third World continuously grows.
The histerical basis of unequal development is Colenialism and
the ather direct and often wiclent kinds of exploitation of the
Third World. However, unequal development was First fully
established after the establishment of the exploitation by un-
equal exchange. pe 142

CHAPTER 5

Lenin described the revolutionary situation as follows: "To the
Marxist it is indisputable that a revolution is impessible without
a revolutionacy situation; furthermore, it is not every revol-
utionary situation that leads to revolutlon. What, generally
speraking., are the symptoms of a revolutionary situation? We
shall certainly mnot be mistaken 1f we indicate the following
three major symptoms: (1) when it is impossible for the ruling
clagses to maintain their rule without any change; when there is
a crisie, in one form or another, among the ‘upper clagses', a
crisis in the policy of the ruling c¢lass, leading to a Tfissure
through which the discontent and indignation of the oppressed
classes burst forth. For a revelution to take place, i1 is usual-
ly insufficient for 'the lower classes not lo wanl' to live in the
old way, it is also necessary that 'the upper classes should be
unable’ to live in the old way; (2) when the suffering and
want of the oppressed classes have grown more acute than
usual; (3) when, as a conseguence of the above causes there is
a considerable increase in the activity of the masses, who un-
complainingly allow themselves to be robbed in 'peace time',
but, in turbulent times, are drawn beth by all the circum-
stances of the crisis and by the 'upper ¢lasses' themselves into
independent historical action.

"Without these chjective changes, which are independent of the
will, not only of individual groups and partles but even of
individual classes, a revolution, as a general rule, is imposs—
ible. The totality of all these cbjective changes is called a rev-
olutionary situation." {The Collapse of the Second International,
pp. 213-14.) P 14d
2 The American consumer society came into existence &s early as
in the 1920s. a development which Europe did not reach until at
the end of the 19508. The 19205 in the United States were char-
acterized by an enormous increase in consumption. House build-
ing increased rcdpidly, totally new lines of indusiry were
founded - preoducing automobiles, aeroplanes and durable con-
sumers goods.

The production of durable consumer geoods increased twice as
rapidly as the production of non-durables. In the United States
in the 1920s, private cars gained ground to an extent unkpown
in Eurcpe until the 1960s. Henry Ford began a mass production
of cars and a large-scale and modern marketing. In 1920 the
United States produced 83 per cent of all cars in the world.
There were 20 times as many cars on the American roads as in
the second preatest car nation, Canada. From 1909 until 1927 15
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millton cars of the Ford model T were produced, a vecord which
was not beaten until in the middle of the 19705 by the "Beetle"
of the Volkswagen [actories. In connection with the car indus-
tries, oil,; rubber, and glass industries were established. The
Crash of 1929 meant a temporary halt, but the New Deal and the
Second World War accelerated the American development. At the
end of the war, the US was undisputably the leading economic
and political power in the world. The basis of the dynamic
American development, the establishment of the "pure” white set-
tler state, has been described above in Chapter Z.

The high wage level - the large internal market of relatively
well-to-do [reehold farmers and industrial workers - led to a
rapldly growing industrial development. p. 145

3 On this, Kwame Nkrumsah, the late president of Ghana, writes:
“Neo-¢olonialism constitutes the necessary condition for the
establishment of welfare states by the Impertalist nations. Just
as the welfare state is the internal condition, neo-colonialism is
the external condition, for the continued hegemony of inter-

national finance capltal.” (Nkrumah, Handbook of Reveluticnary
Warfare, p. 12:) B lib
4 Lenin further develops this conceptien: "It must be observed

that in Great RBritain the tendency  of imperialism to split the
workers, to strengthen opportunism among them and 1o . cause
temperary decay in the working-class movement, revealed itself
much earlier than the end of the nineteenth and the beginning
of the twentieth centuries; [or two important distinguishing fea-
tures of imperlalism were already observed in Great Britain in
the middle of the nineteenth century - wvast colonial possessions
and a monopolist pesition in the world market. Marx and Engels
traced this connection between opportunism in the working-class
movement and the imperialist features of British capitalism sys-
tematically, during the course of several decades." [lmperialism,
p. 253.) p. 149

9 The US Mew Deéal and the social reforms of K. K. Steincke in
penmark are examples of this. In the 1930s, as a Danish Social
Pemocratic minister, Steincke put threugh a large number of re-
forms for the labour market, the social services, and the health
services, and in this way he laid the groundwork [or the Danish
social security system of tloday.

The Hew [eal is the name of Franklin D. Roosevelt's reform
policy. from 1933 to 1938 in the wake of the Great Crash in 1529.
It was a policy with a strong social touch, and it was close to
the ideas of the European Social Democrats. The basis of the
Hew Deal was an American capitalist society also in the future.
RBut capitalism should be modilied and humanized. In accordance
with the. ideas of the British economist, Keynes, the state should
intervene in the economy as a regulating and smoothing factor,
Employment on public works was provided to reduce the rate of
unemployment. By the Act on Social Security, 1935, old-age and
unemployment insurance and public asslstance were introduced.
In 1938, rules as to maximum working hours and minimum wages
were introduced. p. 155
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& The International Working Men's Association is the same as the
First International, Fformed on 28 Seplember 1B64. After the
defeat of the Paris Commune im 1871, the First International
began to dissolve ‘due to various reasons - ‘partly because of
persecution, partly because of internal disagreements (especially
between Marx and Bakunin). Fermally {1 was dissolved in 1876,
The Second International was founded in 1889, In spite of the
many resolutions and assurances that the workers of the various
countries would never take up arms against each other, both ‘the
German arid the French socialist parties wvoted in favour of war
appropriations in thelr respective parliaments just hefore the
First World War. The national Social Pemocratic parties made
peace with the bourgeolsie and definitively gave up the prin-
ciples of the Second International. The Third, Communist, Inter—
national was founded at Moscow in 1919 (generally known as the

COMINTERN). ™The Secend International has died defeated by
opportunism”. {Lenin al the foundation of the Third Interna=
tional. ) pa 158

T oas (Crganisation de 1"Armée Secréte.] A terror organization
cansisting of French officers and colonists who tried to stop the
negotiations between the French government and the Algerian
ltberation mowvement FLN on the independence of Algerfa in the
spring of 1962 by means of bomb outrages and assassinations
beth in Algeria and in France. Pi1E8

. Concerning the situation in Denmark, the left wing — in this
case the "International Forum', a non-party anti=impecialist
arganization = is blinded by its own "prevarications” fo such a
degree that in a folder on the relationship between the rich and
the poor countries, 1t writes the following about the economic
conditions of the Danish working class during the period from
the middle of the 1960s te the oill érisls in 1973: "It is not
possible to conclude that the working class has been strengih-
ened economically during this peried, as the increase im meney
wages should be seen in relation to the increases (n consumer
prices compared with the productivity increases of the same
period". 1{The emphasis is original but quite odd.)

"1t is mot possible to conclude that the working class has been
strengthened economically” during this period, when charter
trips to Majorca, stereo seis, cars and weekend cottages, bunga-
lows or yachts, became amenities of the working class! The per-
tod from 1965 to 73 showed the greatest increase in affluence
ever achieved by the Danish working class. On the other hand
the same people donclude in the line below the abowe quotation:
“The considerable unemployment of later vyears (1973-77) has
meant an economic  weakening of the Danish working class.”
{Both quotations translated from: Interpational Forum, “Imperi-
alisme og klassekamp, Perspektiver for en ny verdensorden®;
p. 51, Copesnhagen 1977.]

And this in spite of the fact that during the first years, the
“erisis” meant only a stagnation Iin the increase in real wages.
Mot until 1977 did a recession set in, and by “recession” is
meant a return te the 1973 level! pil 113
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? For example the following statement from the Youth organization
of the so called Danish Communist Party (DKU): "Today three
important forces unite against imperialism: the people who build
up socialism and communism, the working class of the developed
capitalist countries and the national liberation movements. These
three main forces flght on one sector each of the front of the
international class struggle. But no matter what immediate prob-
lems they face, the struggle against imperialism 1s & common
struggle.' (Translated [rom: DKU, Kampens Vej, Copenhagen, May
1975. ) p. 173
9 Emmanuel finds that, if this definition of development i ased
- the only logical definition - we have an underdeveloped and
poor world in which the rich countries are exceptions and the
majority of the countries are poor. He writes: "1 by economic
underdevelopment we mean a4 certain ratio, which may be the
ratio, both guantitative and gqualitative, between the means of
production actually set to werk and the potential of the produc-
tive forces as shown by the technological level attained at the
present time - or, more concisely, between the existing imple-
ments of labor and those that could eéxist - then the world is an
underdeveloped planet. In this age of interplanetary rockets and
of automation we hawve, for a population of nearly 3.5 billion,
only 930,000 miles of rallway line and an annual production of
some 25 million moter wvehicles of all kinds, =0 that several
hundred million people continue to travel by the most primitive
means or even on foot.

“Our production of cement and steel does not exceed 450 millien
tons of each, so that a substantial -proportion of the earth's
inhabitants live in straw huts or tomething similar.

“1t has already been pointed out that our world still largely
lies fallow. Out of some 27 million square miles of cultivable
land, less than one-eighth, & mere 3,38 million is under culti-
vation, and a large section of this eighth is worked neither by
tractors nor even by draught animals.

“"Our world is poor. From the series published in 1955 by
Kindleberger we can work out the world net product at about
$3350 per head per wyear, which is approximately the average
product of Latin America; and Singer is able to declare that the
economic well-being of the average person in the world outside
the U.5.5%.R. was in 1956 less than in 1913 and perhaps less
than in 1900.

“Within this poor and underdeveloped world, however, thére are
gome islets of advanced development, In which approximately
nine-tenths of the equipment and, in general, of the human and
material productive forces of the entire world are concentrated.
As a whole, the world of today offers much the same picture as
a European nation at the beginning of industrialization, and
history has proceeded as though, inetead of the centriflugal for-
ces foreseen by economic science, which were to diffuse progress
from the center to the periphery, unforeseen centripetal forces
had come into play, drawing all wealth toward certain poles of
growth. Histery has proceeded; too, as if the industrialized
countries had succeeded in exporting impoverishment so effective-
ly that the forecasts of Marxism, which have begun to show
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signs of leosing ceality within the context of the industrial na-
tions, are being realived te perfection on the scale of world
ECOTIOMY .

"ln the face of these inequalities, the same problems that con-
fronted the indusirial nations at the end of the eighteenth cen-
tury and the beginning of the nineteenth now stand before the
world as a whole." {Unequal Exchange, pp. 2062-3.}

Unequal development must not on any account be confused with
Lenin's theory of "different development™, by which is meant the
development of the wvarious imperialist powers at wvarious speeds
- when one power 15 in the lead one day, and another power
the: next day. #According to Lenin, this creates unstable condi-
tions and possibilities of war. By "unequal development™ is
meant -a  fixed division which {s reproduced and deepened be-
tween the imperialist powers and the Third Weorld. p. 179

H n spite of the relatively high increases in oil prices during
the last 10 years, this- is in fact only a minor, insufficient,
adjusiment of the exchange relations. In 1950 an average Danish
worker could buy 14 litres of oil from one hour's wage. In 1982
he could buy 21 litres. p. 184

12 The Beijin daily Guangming Ribao, 9 May 1980, During rocent
years a change of this policy has taken place. The leading
economist in China, Xue Mubiao, wrote in the October 1981 issue
of Jing Guanli (Economic Leadership): "The drawback of the
Chinese economic policy during 30 years [1949-1979) was the
ratio of accumulation to consumption. During the period Ffrom
1952 to 1978 Chinese industrial production increased by 11.2 per
cent annually, which {8 more than in any capitalist country.
However, the standard of living saw only few improvements be-
tween 1957 and 1978, because the rate of accumulation was so
high and the economic effect of production so low." (The some-
what ‘lower percentage is due to the fact that Xue uses 1952 as
basic year, whereas "Guangming” uses 1950)

Thus from 1979 to 1980 the rate of accumulation began to fall
to arcund 30 per cent and the industrial growth rate was re-
duced to 6-B per cent, whereas unproductive consumption in-
creased. (The (nformation cemes from an. article on "The New
Economic Policy of China" by Dina Raymond Hansen in the Dan-
ish newspaper Information, 1981.) p. 191

13 The Group ol 77 was founded onthe basis of the nesd of the
Third World for speaking with one voice at UNCTAD conferences
and at similar fhternpational meetings about the econocmic situ-
atlon tn the world, Since the lirst meeting In 1967 in Algeria,
the group has been increased frem 77 to 120 Third Werld coun-
tries. p. 191

14 On behall of the nen-aligned states, Algeria called this con-
ference, where the -subject was “Raw Materials and Development
Problems". In spite of strong opposition from the Western coun-
tries; twe resolutions were passed, which are known as "A New
Economic World COrder™. p- 192
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