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PREFACE

Tlis pamphlet offers the reader an analysis of the
current situation by one of the few groups of economists
whose professional competence has survived the after-
math of August 15, 1971. As a political tendency in the
U.S. and European socialist movements, our organiza-
tion’s existence dates from the issuance of a set of
memoranda in late 1958 and early 1959, in which the
following firm predictions were made:

(1) That the 1957-58 U.S. recession represented a
turning point in postwar capitalist development, a
point of exhaustion of the ‘‘endogenous’ U.S. po-
tential for further expansion of the domestic produc-
tive labor force. These economic developments
meant an extended period of rising youth and minor-
ity ferment, without immediate new radicalization
among trade unionists.

(2) That no immediate depression was to be expec-
ted, since continued growth of the U.S. economic
satrapies in Western Europe and Japan provided a
prop to the U.S. dollar on a world scale.

(3) That the basis for continued healthy capitalist
expansion in Western Europe would begin to be ex-
hausted about the middle of the 1960’s, after which
the international monetary system must begin to un-
ravel in a series of classical capitalist monetary
crises.

(4) That these late-1960’s developments, leading to-
ward a new world depression, would resurrect the
political working-class struggle in Europe and in the
U.S. itself.

During the weeks foliowing August 15, there can be
no doubt that the analysis presented in those theses has
been fully and precisely confirmed.

We do not represent the only group of economists to
foresee a breakdown of the Bretton Woods system for
the late 1960’s. Professor Robert Triffin of Yale is one
of the best-known among a tiny minority of academic
economists who warned of such developments. Some
central bankers, typified in the U.S. by former Federal
Reserve Chairman William McChesney Martin, have
also repeatedly warned against such dangers. A small
minority of the socialist movement in Europe has
maintained broad views to the same effect since about
1963, partly as a result of our influence on this subject.
Our own analyses stand out principally because of the
greater detail and precision with which we have dated
each phase of impending developments.

By contrast, the overwhelming majority of academic,
business, and socialist economists have pledged their
reputations on the promise that it couldn’t happen. It
has been generally assumed in papers submitted to
government agencies by professional economist ‘‘ad-
visors,”” in textbooks used in college economics
courses, and in the writings of most socialist ‘‘ex-
perts,”’ that the Bretton Woods system with its ‘‘built-
in stabilizers’’ represented an essentially depression-
proof form of capitalist economy.

Among the followers of Paul M. Sweezy and other
leading ‘‘New Left”’ economists, it was assumed and
energetically argued that finance capital and its cyclical
problems no longer existed, that the new capitalist
economy, ‘‘monopoly-capital-giant-corporationism,”
did not correspond in any meaningful way to the sort of
capitalist boom-bust process analyzed by Karl Marx.

All the leading ‘‘official Communist’’ experts at-
tempted to fit views resembling Sweezy’s schema with-
in the Soviet orthodoxy of Lenin’s Imperialism as they
understood the latter work, seeing a rise in ‘‘inter-
imperialist rivalries’’ but no foreseeable repetition of
the 1931-34 crises. Others assumed that the ‘‘war
economy’’ had solved the ‘‘boom-bust’’ problems of
pre-1940 capitalism, or simply explained the ‘‘depres-
sion-proof’’ character of modern capitalism along the
lines of the Belgian, Ernest Mandel, as ‘‘neo-capi-
talism.’’

So August 15 has totally discredited Nobel prize-
winner Paul Samuelson, Chicago’s Milton Friedman,
Galbraith, and Keynesians in general. It has also dis-
credited the pretensions of expertise by the Commu-
nist, most ‘‘Trotskyist,”” and ‘‘New Left’’ economists
generally. Under such circumstances, responsibility for
presenting the thinking working man and woman with
competent orientation on the present situation falls
largely to our own organization. If it may be granted
that the Triffins, the William McChesney Martins, and
a handful of other non-socialist economists have also
demonstrated a slightly lesser degree of competence on
this subject, those ‘‘experts’’ are unfortunately on the
other side of the fence, lending their advice to those
engaged in driving down the material conditions of life
of employed and unemployed working people alike.

Our object in the three following items in this pam-
phlet is to identify briefly and clearly our situation in
the present and the immediate future, and to plainly
state what we propose be done about the challenge
confronting us. We do not propose that readers simply
take our word on faith. Even so, we have clearly
established exceptional professional competence in this
field, and on that account honest readers will want to
know our views and give them careful study.

The Present Economic Situation
At this moment of writing, the entire capitalist world

is barely inches from that general collapse of world
trade and production which will represent a Second




Great Depression. Since the exact timing of such a
collapse depends considerably on the interacting sub-
jectivities of leading central bankers and governments,
it is impossible to predict absolutely the exact week or
even month the inevitable general collapse occurs. All
the objective conditions for a collapse have been ful-
filled; only the triggering of the actual collapse is
lacking.

In the U.S., whose government plays the most im-
portant role in determining when the bottom falls out,
the Nixon administration has proceeded since August
15 in a rather effective way toward delaying the col-
lapse within the U.S. economy itself while behaving in
the most reckless and irresponsible fashion concerning
the decisive area of interrelations among currencies
and trade balances in the world as a whole. Unless the
Nixon regime abruptly abandons its ‘‘non-negotiable
demands’’ position toward leading foreign bankers, the
depression could conceivably have begun by the time
this pamphlet gets back from the printers, or might
arrive just in time for Christmas. If the Nixon regime
abruptly turns toward a more sensible world monetary
policy, the depression might be delayed into early or
middle 1972.

The depression cannot be prevented, but it could be
delayed. The principal means by which it might be
delayed into late 1972 or even slightly beyond would
amount to a general regimentation of both the domestic
U.S. economy and a rigid system of flexible currency
and credit controls in the world market, a system which
would have to be based on a de facto gold devaluation
of the U.S. dollar and adjustments in the prices of other
leading currencies.

For reasons summarized in the first of the following
three items, such police-state-type economic controls
would be most difficult to maintain. Under the most
favorable conditions they would have to be considered
short-term measures, even though they could conceiv-
ably postpone a collapse for as much as a year. In sum,
such controls cannot work effectively over a long period
in any capitalist economy, and they inevitably threaten
the very existence of present U.S. and European forms
of government by bringing the employers and the state
into the most direct confrontation with working people
as a whole.

The most essential thing to be said about the im-
pending new Great Depression is that it must be
potentially far, far worse than that of the 1930’s. For a
comparison of the kind of general economic breakdown
crisis it will potentially represent, we have to go back
three centuries and more, to the general collapse and
widespread depopulation of Europe during the hundred
years following the Spanish and Portuguese bankrupt-
cies of the late 16th century. If we do not establish
socialism in North America and Western Europe during
the years just ahead. the potential depths of such

widespread human misery will inevitably become the
lot of all of us. We have a chance, a difficult but very
real chance, to prevent this new depression from
reaching such low points. The final item in this pam-
phlet states how.

If the reader is to fully understand our views on these
subjects for himself or herself, a serious commitment to
studying theoretical economics is absolutely necessary.
The second of the following three items summarizes all
the main points which have to be studied and mastered
for that purpose. Our unique success in this discipline
is not some gift of prophecy or any other mystical
phenomenons; it is simply a result of applying the theory
summarized in the first item to the empirical subject
matter of modern capitalist economy. Properly under-
stood, theoretical economics is a science which could be
mastered by any intelligent working person.

In the main, we trust that the crisis confronting us all
and the proven success of the science we offer on this
subject will supply numerous working people with the
desire and determination to apply their intelligence to
this subject.

There is nothing mysterious, either, about the ex-
ceptional success of L. Marcus’s development of the
theses cited at the outset. Those theses were developed
out of an intensive 1956-59 study of capital formation
and credit expansion processes then occurring within
the Dollar Empire. Where other economists, such as
Triffin, obtained more limited success by treating main-
ly the monetary side of the economy, Marcus followed
Karl Marx’s approach, which dictates that the growth
of capital must be seen in contradiction to the develop-
ment of the real productive forces. So, where Triffin
and others made projections based on so-called il-
liquidity trends (ratio of gross public and private debt to
total current product), Marcus contrasted these illi-
quidity trends with the rate at which North American,
European, and Japanese expansion of employment in
tangible production of useful wealth was approaching
its relative limits in capitalist terms of investment. It
was on this basis that Marcus related post-1958 *‘stag-
flation’’ in the U.S. to its effects on youth and minority
layers, and predetermined the point in time at which
current combined rates of European and Japanese
productive expansion would converge on their approxi-
mate combined limits during the middle 1960’s.

This was the empirical correlative for what Marcus
describes in the second of the following items as the
contradiction between the growth of capital — stocks,
bonds, mortgages, acceptances, etc. — and the expan-
sion of the rate of social reproduction. Triffin, like most
pseudo-Marxian economists, explicitly or implicitly as-
sumes a mathematical consistency between the growth
of capital (simple accounting of Gross National Product)
and the growth of production of real wealth. Marcus,
following Marx, treated these two processes as contra-



dictory — thus his exceptional success in forecasting
what is now accomplished history.

New York City
October 10, 1971

FASCISM:
FINAL STAGE OF CAPITALISM

The following is a summary of the major political res-
olution adopted by the September 12 plenum of the
NCLC’s National Committee. The plenum also adopted
a complementary resolution being published as part of
an editorial in a German sister-publication of New
Solidarity. The same session approved a reorganization
of efforts which will lead towards a 50,000 weekly
circulation of an enlarged New Solidarity in the course
of the months ahead.

For explanation of technical economic terms included
in parts of the following, refer to L. Marcus’s ‘“Why
Depressions Happen,’’ Part Two of this pamphlet.

Unless socialist governments are established in the
U.S.A. and key sectors of Western Europe during the
next several years, the coming capitalist depression
means an end to the existence of humanity as we know
it. From the standpoint of theoretical economics, the
predicament of the entire advanced capitalist sector
during the coming depression will be like that of the
German economy in 1933. The continuation of the
capitalist system into the latter part of this decade
means fascism. Fascism, in turn, means nuclear holo-
caust by the end of the 1970’s, unless the U.S.S.R. and
China are prepared to permit the foreign enslavement
of their populations without a struggle.

This need not be a cause for pessimism. The capital-
ist class cannot simply decide to institute fascism at any
instant it chooses. The precondition for fascism is a
process of exacerbated social crisis, in which now
miniscule and embryonic socialist forces can secure
leadership of the majority of the population in North
America and Western Europe.

In the U.S.A. itself, provided that the present Left
parties are swept aside during the next year or so, and
on the condition that the best socialist cadres from all
organizations are brought together either in a common
organization or a united front with a competent per-
spective and program, socialism can be established
before fascism has the opportunity to consolidate itself.

However, if we fail to destroy the present obstacles of
the CP and Barnesite-SWP hegemonies during the

period immediately ahead, those centrist groups will
gain an unshakeable hold over the majority of emerging
radicalized layers of the population, as the CP did during
the 1930’s. If we do not commit ourselves to the
ruthless destruction of such groups’ hegemonies during
the months ahead, and unless sectarian opposition to
united fronts is overcome, there is no hope for the
future of humanity. Everything else we might accom-
plish as second or third-rate influences would be an
isolated if noble glimmer of light in the night of general
catastrophe.

The experiences of the 1920’s and 1930’s, in partic-
ular, warn us that most working people will initially
brush aside our warnings. Not on grounds of reason-
able contrary evidence: they will pooh-pooh the force of
reason for the sake of the more persuasive arguments of
wishful thinking. As long as possible, they will hide their
heads from the unthinkable reality, as within a barrel
lined with pretty pictures.

No matter: historical precedent also warns us that the
problems of immediate popular credibility must not
deter us from telling it as it is. Those who have the
mental and moral resources to face the truthnoware the
potential revolutionary intelligentsia from the ranks of
educated socialists, trade unionists, oppressed minori-
ties, unorganized and unemployed. Provided that we
now proceed to win over these exceptional potential
leaders, we shall have the indispensable nucleus of
socialist leadership to which the masses of people will
later turn, at the most critical points in tomorrow’s
social crises.

To understand why fascism is the only capitalist
alternative to early socialist transformation, we need
consider three interrelated sets of facts. The first of
these describes the processes leading up to the depths
of the coming depression. This initial phase simul-
taneously produces the conditions for mass socialist
struggles, and also ‘‘educates’’ the capitalist class and
its potential allies in the ‘‘need for fascism.’’ The
second set of processes is that confronting capitalism in
the depths of the coming depression. The third topic is
complementary to the first; it is the present emergence
of popular, characteristic elements of fascist ideology
among both radical-conservative and certain ‘‘left-radi-
cal’”’ strata. It is this present appearance of fairly wide-
spread fascist ideas which creates the subjective possi-
bility for the sudden growth of mass fascist movements
during the crisis ahead.

Fascist Tendencies

The most basic forces at work for fascism now are
economic. This has two aspects. The first is reflected in
the U.S. wage-freeze and in austerity programs in
Western Europe. The second is the emergence of im-
minently genocidal policies toward a ‘‘final solution’’ of
the welfare question.



The wage-freeze campaign reflects the explosive dis-
crepancy between the rate of fictitious capital accumu-
lation and the much lower rate of social reproduction
(S’/(C+V)). In order to maintain the ‘‘price-earnings’’-
structure valuation of existing masses of stocks, bonds,
mortgages, etc., in a period of relative stagnation and
decline in useful production, the total mass of profits,
debt-service, and rents required can be obtained only
by driving down real wages.

This capitalist solution to the problem for today
merely worsens the same problem tomorrow. Wage-
austerity without massive expansion of productive em-
ployment reduces the mass of Circulating Capital for
useful production. This lowers the rate of production of
useful wealth. At the same time, the profits, debt-
service and rents collected at the expense of real wages
increase the mass of non-productive capital holdings.
As a combined result of these two developments, the
mass of required profit, debt-service and rent increases
during a period of decline in real production. Thus, the
increased demand for profits can be met only by driving
real wages down much lower.

In this fashion, the magnitude of the problem and the
rate of depression of workers’ real incomes tend to
increase geometrically. The productive base becomes
constantly narrower, while the mass of fictitious values
grows cancerously.

This means that mere trade-union methods of resis-
tance fail. The trade-union organizations are threa-
tened with liquidation, since no section of that move-
ment can even minimize the wage gouging by simple
trade-union methods. Even rear-guard defense of living
and working conditions demands political mass strikes
by alliances of organized and unorganized workers with
unemployed generally, oppressed minorities within the
working class, and socialists per se. The union that
keeps out ‘‘outside agitators’’ in such a period is
cutting its members’ throats.

So, ironically, as only political mass strikes can
defend the existence of unions from total destruction,
so the relative value of unions as self-contained fighting
organizations rapidly evaporates. In any case, the capi-
talists reach the point that they will no longer tolerate
even a George Meany, let alone serious unionists or
political mass strikes.

The welfare issue is the other side of the attack on the
unions. As unemployment increases, and as capitalists
resort with increasing frenzy to every possible trick to
reduce the costs of maintaining the working-class pop-
ulation as a whole, that section of the working class
thrown onto the scrap-heap by reduced production and
employment becomes the obvious expendable item for
programs of cost-cutting.

Already, in Reagan’s schemes, in Rockefeller’s

slave-labor welfare law, in the thinly-veiled overtones
of genocide from Nixon’s recent address to the con-
gress, we see the Hitlerian idea of a ‘‘final solution’’ to
the problem of the oppressed-minority unemployed
beginning to emerge in the mind of the capitalist class
generally.

The complementary threat to the existence of op-
pressed minorities is located in the various ‘‘Com-
munity Action’’ or ‘‘community control’’ schemes pre-
viously developed by the British Colonial Office for
efficient subjugation of colonial populations. These
techniques have been knowingly adopted by such capi-
talist agencies as the Office of Economic Opportunity,
the Ford Foundation, and the Prudential Life Insurance
Company.

“Community control’’ has two complementary ob-
jectives. Its immediate value to the capitalists is the
mobilizing of sections of the oppressed minorities as
scabs and union-busters around fascist scoundrels like
LeRoi Jones. The only benefits actually passed out to
the oppressed for such services are the porkbarrels
given to the handfuls of wretches like Jones and his
paid goon squads. For the mass of oppressed minorities
swindled in supporting ‘‘community control’’ schemes,
the real pay-off is a deepened estrangement between
the employed and unemployed, making it more difficult
to mobilize forces among the employed workers to come
to the aid of oppressed minorities threatened by geno-
cide in the months and years just ahead.

Apart from trade-union and welfare-movement re-
sistance to these economic-repressions, crisis-ridden
capitalism finds an important short-term resistence to
draconian measures in the political anarchy of existing
capitalist parliamentary machines.

The various parochialist interests represented within
the Democratic, Republican, and Conservative parties
each fight for special privileges and exemptions con-
trary to the general interest of capitalism as a whole.
The ‘“‘liberal’’ factions of these special-interest groups
within the parliamentary parties attempt to strengthen
their particular interests by various alliances with
duped trade-unionists and other workers who have been
suckered into the “‘two-party system.’’ At this juncture
of economic crisis, the parliamentary parties represent
a reservior of ‘‘parliamentary cretinism,’’ of sabotage
and footdragging against the sort of police-state execu-
tive programs which collective capitalist interests so
desperately require. It begins to become increasingly
clear even to pragmatists like Nelson Rockefeller that
capitalist democracy is something they could better do
without.

A most important special contribution to future mass
support for a fascist machine is being provided now by
the CP and SWP, in their role within the ‘‘Popular
Front’’ organizations such as NPAC and PCPJ. In these



organizations, the goon squads of such centrist parties
function to defend their allies, the capitalist politicians
(e.g., Senator Vance Hartke) from embarrassment by
references to working-class interests or socialist poli-
tics. To the extent that the CP and SWP manage to
gather most of the mobile ‘‘left’’ forces into such
assemblies, and prevent these assemblies from be-
coming organizations for independent working-class
politics, the centrists effectively sabotage the emer-
gence of a serious political alternative in a period of
crisis. When Communist and other reformist and cen-
trist socialist parties carry such treachery to its logical
next step, of ‘‘Popular Front’’ electoral alliances be-
tween capitalist and socialist politicians, the pathway
for fascism is virtually cleared.

Any alliance between socialist and capitalist forces
assures that working-class interest must be sold out
completely, and yet that basic capitalist interests can-
not be competently served. For this reason, the ‘‘Pop-
ular Front’’ is never more than a brief, imbecilic
charade, which discredits the leading socialist organi-
zations, and, in a crisis-period, discredits the last
vestige of capitalist democracy.

The vile treachery of leading socialist groups, like the
Communist parties, in attempting to establish or work
within alliances between labor and capitalists (as the
SWP’s role in NPAC), virtually ensures the victories of
the Bruenings and Hitlers in the following period.

Superficially, it might appear that a depression re-
moves the immediate monetary pressures pushing so-
ciety toward police-state rule and fascism, by devaluing
the greatest portion of fictitious values in stocks, bonds,
mortgages, etc. This is absolutely not the case.

In i:he Depression

To re-start real production requires that the rate of
social reproduction (S’/(C+V)) provide the basis for a
comparable rate of profit. Or, lacking this, that the
capitalist system must have open to it some new area of
primitive accumulation outside capitalist production
(looting of new natural resources, of previously-accu-
mulated wealth, of farmers, or wars of conquest, etc.)

Under depression conditions, the rate of social re-
production is negative, such that the possible rate of
capitalists’ profit based on real social reproduction
(alone) would also be negative. At a time when produc-
tion is running way below the levels of existing ca-
pacities, as in a depression, capitalists do not produc-
tively invest (realize) surplus value. This fact itself
would suffice to reduce the rate of profit to zero. For the
same reason, masses of idled capacity, capitalists do
not productively invest even the major portion of con-
stant capital; on this account, the resulting rate of social
reproduction is negative.

9

The possibility of re-starting a depressed capitalist
economy depends on primitive accumulation.

In part, such a possibility always tends to exist
during a depression, because of the opportunities for
primitive accumulation against existing productive ca-
pacities and the working class itself. When idle existing
plants can be purchased for a fraction of their cost of
production, and when wages are depressed below the
cost of reproducing existing qualities of labor-power, a
depressed capitalist economy can slightly raise the
level of production from the absolute bottom of the
crash by cannibalizing the wealth (productive capacities
and labor-power) produced during the preceding period
of development. However, this cannot provide a basis
for recovery, since this discounting of previously pro-
duced wealth means that production must be propor-
tionately way below the level of output and employment
during the pre-crash period.

This problem is demonstrated by the cases of the
U.S.A. and Nazi Germany from 1933 onwards, with the
introduction of statist war-economy forms by F.D.R.’s
NRA and the Nazi steps introduced under Schacht. In
the U.S., a modest increase in production from bottom
levels occurred because wages had already been driven
down below the cost of reproduction of labor-power.
Similarly, in Nazi Germany, fascist labor laws had fixed
nominal wages at depression-bottom levels, and rapid-
ly-reduced real-wage levels fell precipitously under
pressures of Nazi inflation. Germany, unlike the U.S. of
that period, began to reach ‘‘full employment’’ con-
scription of the unemployed for C.C.C.-type projects.

- However, this more rapid development of the Nazi

war-economy simply impelled Hitler to undertake the
most desperate military looting adventures, gambling
his regime’s existence (between 1936-38) on such facts
as the French army officer corps’ corruption by sym-
‘pathy for fascist regimes.

In the U.S. under F.D.R., full employment was not
realized, nor did real employment-recovery begin, until
1940. The delay was not caused, as some have sug-
gested, by Roosevelt’s slowness to recognize the po-
tentialities of war expenditures for recovery. On the
contrary, the U.S. was able to finance the gigantic debt
of war-spending only in anticipation of the primitive-
accumulation revenues to be squeezed out of ally and
conquered alike at the end of that war,

In Nazi Germany, the process was accelerated and
carried much further. Schacht’s efforts to ‘‘bootstrap”’
Nazi Germany out of the depression brought the econ-
omy to the brink of monetary collapse again at about
the mid-1930’s. Lacking the foreign sources of primitive
accumulation available to the U.S.A. and other World
War [ victors, Germany was impelled by the nature and
situation of its ‘‘independent’’ capitalist economy to
embark on successive conquests of its neighbors, in
pursuit of the loot with which to meet payments over-
due on the account of an inflated mass of Nazi capital.
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As the Red Army finally established geographic
limits for Nazi looting, the fascists were impelled
toward more intensive cannibalizing of the previously-
conquered region and its subject populations. In addi-
tion to the secondary, longer-pull measures, such as
settling German farmers in depopulated slavic regions,
the main source of new capitalist wealth for Krupp et
al. was the super-exploitation of ‘‘Gastarbeiter’’ and
slave labor; the latter was ground up for the stored
wealth of its very bodies and then subjected to cost-
reduction, the depleted slaves sent to the gas chambers
and ovens along with the ‘‘non-productive culls.’”’ The
practice of collecting clothing, hair, gold fillings, and so
forth from the bodies of these ‘‘culls’’ epitomizes the
character of every capitalist economy in its final stage.

The present ‘‘ecology crisis,’”’ the abysmal material
conditions of life below the Tropic of Cancer, and
related phenomena symptomize the fact that the past
quarter century of the Dollar Empire has depended on
depleting those remaining natural and human resour-
ces on which a non-fascist form of capitalism could
continue in the advanced sector. In short, the coming
depression confronts the entire advanced-capitalist sec-
tor with the same general form of problem facing the
Nazi economy during 1933-45: the early attempted
conquest of the non-capitalist sector (USSR, China,
etc.) and the cost-reduction elimination of the ‘‘use-
less’’ (unemployed) human beings of the entire world

Fascist Ideology Today

The most conspicuous, widespread element of fascist
ideology rampant in the U.S. today is the radical-
conservative impetus toward a ‘‘final solution’ for the
‘““welfare question.’’ The same philosophy is also wide-
spread in a liberal-radical guise as a movement not-
accidentally partly initiated by John D. Rockefeller III,
the ‘‘Zero Population-Growth’’ cult, whose *‘‘rational
goals’’ could be attained only by genocide on a world
scale.

A related fascist ideology is found in another branch
of the ‘‘radical’’ ‘‘ecology movement,”’ the ‘‘People
Pollute’” madmen, whose filth is subsidized by cor-
porations, foundations and advertising agencies. These
wretches insist that ‘‘people,’’ not capitalism, cause the
‘‘ecology crisis’’ by ‘‘over-consumption.”” In this we
see a resurrection of the anti-labor arguments which
used to be heard from the now-defunct proto-fascist
‘“‘Praxis’’ cult of Carol Nieman, Greg Calvert, Dave
Gilbert et al.

In addition, we already have in the U.S. (and West-
ern Europe) a cancerous ferment called the ‘“‘rock drug
counter-culture’’ movement, a mass of alienated pot-
heads identical in every essential feature with the
German Youth Movement from which ex-bohemian
Adolf Hitler recruited the worst scum for his Nazi S.S.
The process of fusion of the radical right with this *‘rock

drug counter-culture’’ has already begun in an em-
bryonic way, as luminaries Ti-Grace Atkinson and Bob
Dylan have moved into support of the fascist alliance
organized by Rabbi Meir Kahane, Joe Colombo, and
Dr. (*‘Black Capitalism’’) Matthews.

As for Nazi-type academics, it is guaranteed that
many logical positivists and behaviorists will soon be
lisping fascist tunes. We have already a foretaste of
that development as the dean of U.S. behaviorists, B.F.
Skinner, proposes a ‘‘1984’" nightmare, seconded by
his co-thinker, chief proponent of ‘‘community con-
trol,”” Dr. Kenneth Clark.

THE MONETARY CRISIS:
WHY DEPRESSIONS HAPPEN

by L. Marcus

In September 1931, at a time when the pound sterling
had the same general sort of relationship to world trade
that the dollar held until this month, the British govern-
ment, acting under circumstances like those facing
Nixon, decided to let the value of the pound ‘‘float”
free of a fixed price for gold. The immediate result was
the Great Depression.

Although it is not impossible that a new Great De-
pression could be delayed for even months, provided a
new set of parities is quickly rigged, Nixon’s chattering
about a new period of prosperity is simply buncombe.

The technical reasons for an immediate depression-
threat are elementary. All capitalist world trade de-
pends upon the negotiability of letters of credit and bills
of exchange proper in the currencies of both the buyer
and the seller. Considering the volume of world trade
conducted on credit, if the relative prices of the prin-
cipal currencies fluctuate widely within a period of
thirty days, the risk of loss to buyer, seller, and
bankers, because of currency fluctuations, causes a
collapse of credit and a cessation of the major part of
world trade as a whole.

Under these conditions, those economies which are
at the moment the most expansionary — such as Ja-
pan, Holland, West Germany — will find themselves
plunged the most deeply into the abyss. For, if the total
tangible product of a national sector is in the order of
ten to thirty percent committed to an export market, a
collapse of world trade means immediately something
approaching a ten to thirty percent plunge in national
output and employment. When we go further, to con-
sider that much purely domestic production itself de-
pends upon income from exports, it is not difficult to



show that even a significant partial decline in present

Japanese exports could set off a spiralling collapse of
that entire economy. Similarly, West Germany, Hol-
land, Belgium, etc.

During recent years, various U.S. and European
charlatans presenting themselves as economists, have
offered the credulous ‘‘explanation’’ that U.S post-1965
monetary difficulties reflected the emergence of West-
ern Europe and Japan as new economic ‘‘super-pow-
ers,’”” duelling the weakening U.S. economy to death in
the world-trade market. More contemptible nonsense
was never written on this subject.

The entire development of Western Europe and
Japan during the past quarter-century has been based
on massive loans to world trade by the U.S., and on the
role of the U.S. dollar as the principal reserve currency
and rock of stability on which an orderly growth of
world trade could be premised. Since the first threat of
inflationary crisis, which confronted the dollar im-
mediately following World War II, U.S. money-
managers have correctly and repeatedly warned the
U.S. Presidents and Congresses that any instability in
the dollar would wreck the international monetary
system and bring the entire capitalist world down into a
new depression.

Indeed, the very deficits which the dollar has in-
curred during recent years have been the indispensable
margin for continued prosperity in the other advanced
sub-sectors. Now that the dollar has been devalued, the
world market staggers toward collapse for the inability
of the dollar to continue sustaining such losses! The
capitalist system veers toward depression for the lack of
$35 gold parity to give stability to trade, and the pro-
tectionist measures taken to stop U.S. border losses
directly and indirectly undermine the major portion of
that export activity on which the prosperity of the U.S.
‘“‘competitors’’ depends.

The dollars which will actually suffer the burden of
immediate devaluation are precisely the Eurodollars in
European and Japanese central bankers’ vaults, dollars
held as reserves ensuring the liquidity of the pound,
franc, guilder, Deutschemark, and yen. Devalue the
Eurodollar by any significant amount and the currency
of the U.S.’s competitors faces threat to its liquidity as
well.

Unlike such ignorant charlatans as Ernest Mandel, or
unlike various ‘‘wise’’ Communist Party (CP) officials,
every competent pro-capitalist economist and banker of
the past quarter-century has understood these ABC’s of
post-war international finance. Every responsible Euro-
pean and Japanese official involved has understood
that they could not ‘‘defeat’’ the dollar without thereby
immediately plunging their own economy toward col-
lapse. That ‘‘negation of the negation’’ has been the
continuing basis for foreign bankers’ ever-loving faith
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in and support of the dollar in each moment of its
difficulties.

There are only two things, in the fashion of bandaids,
which the ruling bankers and government officials can
attempt to accomplish at this juncture — within the
capitalist framework. The first: they must desperately
attempt to accomplish the nearly impossible. They
must somehow manage to establish a new system of
approximately-fixed parities among the leading Euro-
pean and the Japanese currencies...within less than
ninety days!

If they do not succeed in this, then, as all those
currencies must then fluctuate independently with re-
spect to the dollar, they must also fluctuate with respect
to one another — the condition of monetary anarchy
that immediately precedes a general collapse.

The second of these band-aids, since they are capi-
talists, is to attempt to drive down real wages in the
U.S., Europe, and Japan simultaneously, and at the
most rapid and vicious rates. When the values of
existing stocks, bonds, and mortgages are threatened
by a shortage of profit, rent, and debt-service pay-
ments, the capitalists can save the value of their paper
only by massive increases obtained out of a shrinking
national income. The only admissible source, from their
point of view, is the current incomes of wage-earners
and farmers.

Beyond these ban.d-aids, as Mr. Edwin Dale of the
New York Times has so eloquently conceded, neither he
nor they have any notion of what to do.

Thieves Fall Qut

It will not be easy for leading bankers to agree on
either fixed parities or even a narrow range of fluctua-
tions among the principal non-U.S. currencies. For
example, each of the Europeans will wish to convince
the Japanese to 'up-value the yen by approximately
20% of its July pegged dollar price. The Japanese will
object with all the vehemence permissible among finan-
cial gentlemen. Similar objections will arise when the
French and Japanese representatives express their
solicitude for the proper valuation of the Deutsche-
mark. It is not entirely impossible that matters might be
worked out; merely astonishing.

Whether actual world depression can be postponed
for a few months has little fundamental bearing on the
situation as a whole. Only total regimentation along the
lines of wartime or fascist regimes could postpone
inevitable collapse for a significant period. Indeed,
Messers Galbraith and Lindsay, among other ‘‘liberal’’
leaders, seem to have the bureaucratic approximation
of such labor-crushing schemes prominently in mind.
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In general, one must also say that the thesis of Baran
and Sweezy, in Monopoly Capital, seems extraordi-
narily silly at about this time, to say nothing of Mr.
Mandel and the CP ‘“‘experts.’”’ Forty years after Sep-
tember 1931, we are again plunging into a new world
depression out of the pages of Capital and Luxem-
burg’s text, with a good, old-fashioned political class
struggle to boot. Not that there aren’t some qualita-
tively new features to modern capitalism; merely that
all the fundamental features — that make capitalism
capitalism — have remained inevitably the same.

This ought to suggest the query: precisely what is it
in Marx’s method which makes his century-old text so
brilliantly up-to-date when, since August 15, nearly all
living economists are so pitifully ignorant? Begging the
reader to follow our occasionally sophisticated argu-
ments closely and patiently, we propose to throw some
light on this question.

Twofold Nature of Value

Every serious economist since Adam Smith, whether
otherwise competent or not, has recognized that there
are two distinct values associated with every capitalist
commodity. One value is that associated with “‘price.”’
The other is the notion of the commodity’s *‘intrinsic
usefulness’ as a material object.

The source of the inevitable ineompetence of every
pro-capitalist and pseudo-Marxian economist is located
in their general effort to uncover some completely
mathematical relationship between these two kinds of
value in the particular commodity.

Here we make a point which we must at least identify
for the reader, because of its importance, yet granting
in advance that few readers have the educational
background to understand exactly what is involved. The
point must nonetheless be made, or head nor tail
cannot be made of the most basic issue of economy
theory. We shall therefore develop it to the degree that
readers can at least identify the point: the practical
implications will be more obvious as we proceed.

The distinctive methodological achievement of Karl
Marx in this respect is his recognition that a completely
mathematical relationship between particular prices
and use-value was not only impossible, but that the
reasons for this impossibility constitute the funda-
mental principle of competent economic theory.

The educated economists should have made their
blunder is better understood but no less a blunder if we
consider their obvious motives. No known body of
mathematical procedures can completely analyze, even
in logical-positivist terms, processes which involve two
absolutely independent maximizing processes, such as
the maximization of the price of capital and the maxi-

mization of produced use-value. That is, a process in
which the same event, object or ‘‘fact’’ as a particular
variable is subject to two entirely different definitions
of content. For this reason, once a competent math-
ematician conceded that economics presented such a
problem, he would thereupon concede the impossibility
of a mathematical economics and apply for employment
in a different profession.

This may seem to be a strange problem confronting
the highly-regarded ‘‘Queen of the Sciences,”” unless
one really knows something of the history of the
problem. Kant and Hegel, in particular, successively
demonstrated in a proof that must necessarily last for
all time, that a logical positivism is a vicious absurdity.
Despite the fanatical philosophical imbecility rampant
among most English-speaking mathematicians who vio-
lently deny this fact, it has been demonstrated repeat-
edly throughout the modern history of philosophy and
mathematics that any formal-logical system based on a
paralogical postulate of ‘‘identity’” (A=A) is axiomat-
ically incapable of providing a complete description of
any real process in nature.

If the success of mathematical science seems to
argue for a contrary judgment, this superficial impres-
sionistic view overlooks the most essential things about
the history of such science. Mathematical procedures
were developed, as we know them, by restricting the
domain of inquiry into nature to those processes which
could be regarded in mechanistic terms without incur-
ring a hopeless lack of correspondence between the
calculated and experimental results. When these same
procedures are applied to attempts to comprehend
more complex processes such as the process of life, or
attempts to simulate human intelligence, the math-
ematical formalist inevitably presents himself as a
hopeless quack.

Indeed, as we shall shortly consider this point, it was
Hegel’s fundamental solution to the paralogism of
identity, presented in The Phenomenology of Mind,
which offers the complete replacement for all formalist
procedures, so-called, and represents the general basis
for Marx’s method.

Mathematics is, of course, not only useful but neces-
sary to any working economist, Marxian included. This
usefulness is however limited to describing momentary
states of an economic process in terms agreeable to
non-mathematical noetic processes of mentation. Any
attempt to go beyond that limitation, to develop a
complete mathematical interpretation of economic pro-
cesses, inevitably leads to absurdities.

This observation is absolutely not debatable. Marx
proves his point in this connection by showing (Capital,
Vol. III) that the two-fold antagonistic optimizing pro-
cesses of capitalist economy are uniquely *‘reconciled,”’
demonstrated as ‘‘fact,’’ in the form of periodic break-



downs of capitalist accumulation. Thus, the fact of re-
curring depressions is itself singular proof of the entirety
of Marx’s philosophical world-outlook and at the same
time a singular disproof of opposing philosophical
views.

If the reader troubles to search the existing economic
literature, he will find there ample evidence for the
correlated point we make in the foregoing connection.

No pro-capitalist economist is capable of predicting a
depression-crisis, except on the verge of such a debacle
when all of the preconditions for collapse have been
fully matured. The best they can accomplish, and the
mass of analytical literature produced on the 1929-33
crisis is the best example of this, is to state the
immediate contingencies under which a depression
seems to occur.

Milton Friedman, whose reputation was discreetly
buried by the Nixon regime one recent moonless night,
is an appropriate example. He, like Keynes, mistakenly

‘assumed that an impending world monetary crisis
would be prevented by manipulating contingent phe-
nomena, to the effect that the ‘‘accident’’ of 1929-31
would not be repeated. Professional bankers and econ-
omists can define certain circumstances which have
immediately preceded this or that bad market develop-
ment; they have no comprehension of the actual longer-
term processes by which such immediate, contingent
preconditions themselves unavoidably come into being.

This is the sort of ineptitude which is inherent in
empiricist attempts to realize mathematical ‘‘complete-
ness’’ in economic theory. The point is elementary.
Since mathematical systematizing proceeds on the as-
sumption that prices and use-values are related to one
another by a single optimizing process, empiricists
thereby deny the reality of the two antagonistic but
interpenetrating ‘‘optimizing’’ processes which are the
actual economic process. They therefore cannot foresee
the build-up toward a depression, since they have
denied the existence of the very phenomena which
must be studied to foresee the actual processes leading
toward every depression.

This observation applies with equal specificity to the
cases of Paul M. Sweezy and Ernest Mandel. For a
decade, Sweezy has been concerned to explain why
Marx’s Capital is obsolete. The methodological basis
for this silly blunder is obvious from study of Sweezy’s
classic text. His (actually Malthusian) notion of the
connection between use-value and value is the mech-
anistic or mathematical-positivist approach otherwise
commonplace among pro-capitalist contemporary econ-
omists, notably the Keyensians.

13

In the second case, Mandel’s eclectic two-volume
mish-mash, we encounter under the heading ‘‘Marx’s
Theory of Value’ nothing but a bowdlerized version of
Ricardo. Empiricist Mandel has thus been not-acci-
dentally occupied in denying the imminence of con-
junctural crises up to the instant they actually occurred,
while soliciting more or less anarcho-syndicalist ‘‘alter-
natives’’ for his certainty that the conjunctural political
class struggle orientation was hopelessly out of date.

“Use Value”

We shall now examine the two, antagonistic proces-
ses of a capitalist economy. We begin with the process
of evolutionary social reproduction, which determines
‘‘use-value.’”” Since most professed ‘‘Marxists’’ do not
know that this side of the economic process even exists,
we shall necessarily award to this subject the greater
portion of the space available in the remainder of this
article.

Figure 1 introduces the notion of social reproduction
along the lines specifi