
The 
ECONOMIC CRISIS — 

h a r d t i m e s ahead 

by L BERNSTEIN 

TVIO purpose can any longer be served by arguing whether we are caught 
• ^ in a depression, or merely in a "recession" as American publicists 
hopefully proclaim. It is enough to know that, in the space of a few 
months, all the signs of deep and serious economic crisis have caught the 
entire capitalist sector of the earth in their grip. Production — the 
barometer of the economic health of society — has declined seriously; un
employment has risen sharply. These signs of the crisis show themselves 
most sharply in the most advanced and highly developed sector of capital
ist society, the United States of America; but they are not confined to that 
country. At differing rates and differing intensities they are reproducing 
themselves in all the capitalist countries, the highly-developed manufactur
ing and industrial centres such as Britain and West Germany as? well as 
in the under-developed, under-industrialised colonial countries. Nor could 
it be otherwise. In our time, the economy of every country has become so 
inter-related and dependent on the economy of others — for finance capital, 
for marketing and exchange, for raw materials, techniques and tools, that 
every country of the capitalist world reacts like a sensitive seismograph to 
every earth-tremor in the economy of another. 

What is the extent of the crisis? In America, the most spectacular 
declines in production have been in the key sectors of industry. The 
motor-car manufacturing industry, king-pin of American manufacture, 
estimates that production this year will decline about 5.3 million units — 
an optimistic estimate which :s being revised downwards from month to 
month — from plants whose capacity is 8 million units per year; that is to 
say that optimistic estimates expect 30% of productive capacity to go un
used. I t is reported that almost 1 million cars are already piled up in 
sale-rooms and warehouses awaiting buyers. American shipyards have 
cancellations of orders for 600,000 tons of new ship construction, while over 
200,000 tons of American shipping have been laid up in port for lack of 
cargo. Texas oilmen have reduced production drastically setting a maxi
mum allowable output of eight day's production for the entire month of 
April, the lowest production level in history. U.S. steel output is down 
48.5'; of capacity in April, and still falling. And total industrial produc
tion is at its lowest level since 1954, and running at a rate of 15,000 million 
dollars per year below the boom level of six months ago. ; 

The farm area put under crops this year. 333 million acres, is the lowest 
recorded since 1917. 
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More dramatic than the production figures, however, are the figures for 
American unemployment, now reaching an official figure of over 5i million 
(and still rising) — or one in twelve of all Americans employed for wages. 

Trade union circles put the real unemployment figures higher; for the 
official figures, they claim, do not show the thousands upon thousands who 
are only partially employed, two days a week, or half-days only, or those 
on short time. 

Similar reports, less startling but nonetheless indicating the same falling 
trend come from other countries. Norway, one of the great shipping na
tions, has over 400,000 tons of shipping laid up in port, 4% of her total 
capacity. Britain has 500,000 tons laid up, and 99 ships idle in British 
ports, the lion's share of a world total of u million tons of shipping laid 
up 'for the duration.' West Germany's Ruhr steel mills reported at the 
end of January 1958 that orders on hand for rolled steel stood at 5.16 million 
tons against 6.3 million tons in the same month of 1957. Canada, with a 
population almost exactly one tenth that of the United States, has almost 
exactly one tenth of the U.S. number of unemployed, 555,000. 

A different facet of the crisis, reflecting (but not responsible for) the 
drop in world production and world trade, is the sharp decline in basic 
raw material prices, which has drastically altered the economic prospects 
and conditions of producing countries, chiefly the subject or semi-dependent 
colonial countries. Barclay's Bank index of world prices shows the fol
lowing percentage decline in prices from the end of 1956 to the end of 1957: 
Copper 32.8%; Zinc 40.4%; Lead 37.8%; Rubber 23.3%; Wool 20.3%; Sugar 
21.4%; Maize 23.5%; Wheat 14.5%. Nor have these prices become stabilised 
at these new low levels. They are still readjusting themselves downwards 
to the continuing decline in production and thus in demand, and stabilisa
tion of prices, "bottoming out" as it is called in America, does not yet 
appear to be in sight. 

From these facts, it might well appear that we are face to face with 
another of the cyclical depressions of capitalism, which will develop in 
precisely the same way and with all the same characteritsics as the depres
sion of, say, the early thirties. I t is true that the hallmarks of the classic 
cyclical depression are there. But history does not repeat itself in precise 
likeness. New developments produce new features. The crisis of the 
present time is no exception. 

The onset of past crises of the capitalist economy have been marked by 
a steady and considerable fall in commodity prices, by the desperate cut
ting of prices 'to the bone' by traders concerned to offload stocks at almost 
any price. Wages of those still employed during past depressions have. It 
is true, fallen; but they have fallen slower than prices due to stubborn 
working-class and trade-union resistance to wage cuts. The result has 
been then, that particularly during the early stages of past depressions, 
the real wages of those still employed (i.e. the amount of goods they can 
buy with their wage packet) has tended to rise. It is proving vastly dif
ferent this time. We now have a new phenomenon — that in the early and 
developing stages of a depression, prices of consumers' goods are still ris
ing (even though basic raw material prices have fallen), the cost of living 
is rising, and real wages are falling. In America as in South Africa, the 
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official government cost-of-living index continues to rise. The dollar has 
fallen in value by 6.3% in the past 22 months due to price increases. But 
coupled with this price rise has gone a rise in profits and in dividends, with 
record profits being recorded by the major companies in almost every field. 

These facts show that the present crisis is not a simple, mechanical re
petition of the depression of the thirties. New factors have entered into 
the economics of the capitalist world since these times; the present crisis 
cannot be fully understood without understanding and appreciating those 
factors. I t is clear from all the symptoms tha t this crisis, like earlier 
crises of captalism, comes as a result of so-called 'overproduction' — from 
an excess of goods on the markets and in the warehouses of the world for 
which there are no buyers to be found. I t is also clear that this 'over
production* is not the result of surpassing absolutely the ability of mankind 
to consume the goods produced, but rather the result of producing more 
goods than there is money to buy; it is 'over-production* relative to our 
spending power, and not to our needs. In the past, between the start of 
the century and 1930, this relative 'over-production* in the capitalist world 
gave rise to a depression, a crisis, a period of shake-out and re-adjustment 
at approximately ten year intervals. What new factors have postponed 
this crisis so long, and given it its new twists of character? 

THE STATE A N D MONOPOLIES 

To these questions there is. as yet, no definitive, simple answer. The 
problems are complex and prolonged and careful study by economists will 
be necessary before final answers can be stated. Some of the factors are. 
however, clear. State intervention in the once 'free* economy of capitalism 
has become a tremendous factor. This intervention is of several forms; 
there is direct nationalisation of industries, a minor aspect in all cquntries 
except, perhaps Great Britain; there is direct state control of exports, 
imports, currency and foreign exchange; there is direct state spending 
and purchases, both on welfare services and on military preparations; and 
there is state control of production, limitation of production and fixing 
of production quotas (as for example, in the United States Agricultural 
programme). All of these have tended, within limits to produce a mea
sure of control and temporary stability, a balance and attempt at planning 
not formerly seen. They have been achieved largely at the cost of the 
working population, by means of high taxation, high rents and high prices 
encouraged by high interest rates. 

In addition there has been the effect of growth of monopolies, which 
today dominate every field of capitalist undertaking in every country. 
In the post-war period, an ever greater portion of the investment capital 
required for new investment (and thus for new productive capacity) has 
been found not in the classical way by the banks or finance houses or 
financial markets, but by the monopoly corporation from their own accu
mulated assets, from their own "treasure-chests", which have accumulated 
rapidly to globular totals. To this extent, monopolisation has made new 
capital investment less dependent on the limitations of the former financial 
purse-string holders, and turned them virtually into their own bankers.0 

The National City Bank estimates that during the years 1946 to 1953 
inclusive, $150 billion was invested in modernising and enlarging plant 
and equipment in the U.S.A. 64% of this amount came from the inter
nal resources of the companies concerned. 
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But most important of all has been the effect of war. War breaks the 
cycle of boom and slump. I t replaces the purchasing power of the people 
as the main outlet for goods produced, with the purchasing power of the 
state and its war machine. It causes a forced reduction in the output of 
consumer goods through the conversion of plants from ploughshares to 
swords; and, while it creates shortages of consumers goods, it enables 
immense profits to be made and accumulated for future investment. It 
follows, then, that the period of reconstruction, re-equipping and renovation 
of industry after the war, from 1946 onwards should appear as the first 
stage of recovery and boom in the post-war cycle. This recovery, taking 
place in a world shortage of goods, led to a rapid rise in prices, with a far 
slower increase in wages. The gap between purchasing power and produc
tion widened rapidly; for a time, while Germany and Japan were still 
clearing the wreckage of war and not yet entering upon the world's mar
kets, the gap could be concealed by finding ready export markets for the 
'surplus' goods. But with the return of Germany and Japan to competition 
in the export markets, 'over-production' in consumer goods became appar
ent. In Britain, for example, production of consumer goods fell in 1951. 
and by 1952 there was a fall in the total production of all goods, consumer 
and capital goods. The United States, following a slightly different pat
tern, had a sharp fall in total production in 1949/50. with unemployment 
rising to 4.7 million. Already the revival and boom was beginning to show 
the symptoms of crisis, when the Korean war broke out. Once again war 
broke the cycle. 

It is, perhaps, more difficult to explain what has delayed the reappear
ance of crisis signs since the end of the Korean war in 1953/54. One of 
the answers seems to lie in the tremendous field for investment and the 
market for goods produced by modern technical developments, by auto
mation, atomic energy, space flight and similar far-reaching innovations, 
all of which have developed simultaneously within a short space of time 
That these developments may well have been responsible for maintaining 
a boom atmosphere does not, however, eliminate the fact that this new 
technical innovation speeds up production at the same time as reducing 
the labour force required for production. I t must, therefore, in the long 
run. widen rather than narrow the gap between production and purchasing 
power. It is questionable whether there has yet been time for the full 
depth of this end result to be felt, although, some of the first effects havc-
added to the general causes of the present crisis.* 

* In assessing the increasing importance of this factor, it is worth noting 
that in the U.S. Budget for 1958/59 "increased expenditure for missiles, 
nuclear ships, atomic energy research and development, science and edu
cation, a special contingency fund to deal with new technological dis
coveries, and increase in pay to obtain competent manpower, add up to 
a total increase over the comparable figure in the 1957 Budget of 
$4,000 million." Eisenhower. State of the Union Message. Jan. 9. 1958. 
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From some of these factors, which have given to modern capitalist soci
ety a modicum of apparent stability and an apparent measure of control 
over its own economy, some people have been led to believe that the 
whole boom-slump cycle of capitalism has disappeared, been eliminated. 
However easy it was to have such illusions a year ago, it is no longer 
possible today. Whatever stop-gaps are found, whatever seemingly end
less process of re-investment of capital goes on, whatever resources are 
diverted into new technical improvements and innovations, in the end the 
only real purpose of production is consumption. And in the end, the ever 
widening gap of the boom years between production and consumption, 
must be bridged by the destruction of production or the decline of produc
tion below the limits of consumption during the slum years. Monopolisa
tion of industry has resulted in a price structure which is no longer 
closely related to and swayed by changes in supply and demand. It is now 
possible —- and this is what we are experiencing in these opening months 
of the crisis — for monopolies to fix price levels for their products out of 
close relation to the market, to raise prices even at a time when demand 
is falling and when supply already far exceeds it. But this ability too 
must, eventually, bend before economic law. For even in the age of 
monopoly, the purpose of production is consumption; and when price-
fixing departs so far from reality that it ceases to assist consumption but 
hampers it, then it is clear that price-fixing practice will have to change. 
even though it does so late, slowly and unwillingly. 

EFFECTS IN SOUTHERN AFRICA 

To some extent the beginnings of the crisis have already had an effect 
on the economy of Southern Africa. The most spectacular signs of the 
crisis have been in the field of copper mining, especially in Northern Rho
desia, where the whole economy is dominated by copper. Here the cata
strophic fall in copper prices from the high peaks of the Korean war 
stockpiling days has had shaking results. From a price of £405 at the end 
of 1955, copper has dropped to £268 at the end of 1956 and £180 at the end 
of 1957. For the higher-paid European workers it has meant a drastic 
cut in earnings, though this cut has been masked by the fact that what 
are called 'basic* wages remain as before, but the 'bonus' paid to workers 
as a proportion of receipts from copper sales, has been slashed. In the 
Union, Rustenburg in particular has felt the effect of the virtual collapse 
of the world platinum market and the sudden contraction of operations 
in what was. till recently, the town's largest and most prosperous industry. 

Less spectacular but of equal importance for the future is the fall of 
basic agricultural prices, wool, maize and wheat. The wool price has 
fallen this season by 30% to its lowest figure in ten years. "An unofficial 
but reliable estimate" (Rand Daily Mail) is that farmers in the Union will 
earn from £30 to £35 million less this year than a year ago. That hard 
times are already beginning to be felt is shown by the fact that bank de
posits are declining, while bank advances and loans to customers are in
creasing, and reached a record level of £336.3 million in January of this 
year. The Central African Federation, dependent largely on copper and 
agricultural produce, recorded a decrease in the year's trade of £43 million 
compared with the previous year. It is difficult to know whether unem
ployment is rising significantly in the Union, due to the absence of figures 
for African unemployed, who are usually the last to be hired and the 
first fired. 
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In past depressions, South Africa has, to some extent, been shielded 
from the deepest effects by the cushioning effect of gold, the mainstay of 
our economy. Here is a peculiar commodity; it is not closely related to 
normal factors of supply and demand for its marketing, since the entire 
output is disposed of through Government action; nor does its price fluc
tuate, having been fixed in dollars by international agreement since 1934. 
To some extent, therefore, gold production continues* almost unchanged dur
ing depressions, or has done so in the past) and gold prices remain un
changed. This acts as a cushion for the whole economy against the 
general and overall decline which marks the depressions of other countries. 
Yet here, too, there are new factors to consider. Since the last depression, 
South African gold mining has extended its operation to include the ex
tract of uranium ores from the same gold-bearing rock. This develop
ment, which started as a sideline, a secondary activity, almost the produc
tion of a by-product, has grown rapidly and startlingly. The figures issued 
for members of the Transvaal Chamber of Mines for last year show that the 
estimated working profit from uranium has risen to over 133 million 
(against an estimated profit of almost £58 million from gold) or 36% of 
the total profits. How dependent has the gold mining industry thus be
come on its 'by-product'. 

Since uranium production in South Africa is treated as a military secret 
even in time of peace, it is not known to what extent uranium production 
has been insulated from the world market in the way that gold has. It is 
known that there is at present an international agreement in existence 
for its disposal; but it has not been revealed at what price uranium is 
sold, or who it goes to, or for how long the agreement holds force. If 
uranium is subject to the same 'open market' influences as other commodi
ties, there can be little prospect of any "cushioning" of depression coming 
from here. In fact the signs point the other way, to the extreme instabil
ity of the world uranium market, and the possibility of a catastrophic 
decline in demand. Uranium enjoys a boom because it is the essential 
ingredient of nuclear energy — whether atomic bombs or atomic power 
stations — at our present level of scientific achievement. But already 
scientific development is running ahead; in Britain the experimental ma
chine 'Zeta' has solved, on a laboratory scale, the problem of how to develop 
nuclear energy from hydrogen. Translate that experiment to the realm 
of practical, commercial engineering, and the bottom must fall out of the 
uranium market. Hydrogen is all around us, in the air, in the water; and 
its extraction is simple and cheap and the supplies almost inexhaustible. 
Already several Reef mines have reached the limit of profitability of gold, 
and have closed. It is only possible to speculate — one cannot know — 
how many more would have closed were it not for uranium production; 
and how many more will close with a bang should the world prices of 
uranium collapse. Furthermore, development of gold-mining during the 
past ten years, the opening up of the Free State Gold Fields and, more 
particularly, the development of ultra-deep level mines in the Western 
Transvaal, have only been made possible with the super-profits derived 
from uranium; the uncompleted parts of these development plans cannot 
be visualised without a continuation of those super-profits. 

Such a convulsion as that at present developing in world economy cannot 
fail to have an effect upon political climates and political prospects. Twice 
already war has served the purpose of postponing a depression. Is it 
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unlikely that now, as the crisis grows deeper, that there will be those who 
will seek again to "solve" the crisis by reckless adventure and war? That 
economic pressure is driving already, perhaps unwittingly, to such solu
tions can be seen from the first reactions of the Eisenhower administration 
to the crisis, when amidst a general decision to increase spending on roads, 
housing and other public works to provide employment, it is decided to 
speed up by 50% the rate of placing of military contracts; arms expendi
ture, not for security reasons but specifically to stimulate the economy, is 
to be increased by five billion dollars (or more than the total already huge 
British arms budget). Today, arms expenditure means above all nuclear 
weapons expenditure, A bombs, H bombs, inter-continental ballistics mis
siles to carry them. Thus the first political fruits of the sharpening crisis 
are the increasingly close threat of nuclear war — a war of human exter
mination 'to save the economy'. This is surely the final madness of a 
mad world. 

NO EASY W A Y OUT 

There is, in South Africa, a theory that a depression would cure us of a 
Nationalist Government, either because the hardship and privation of the 
people during a depression would turn them against the Government; or 
because depression would bring the Government to their senses, and make 
them turn from what is called 'ideological' legislation to bread-and-butter 
matters. There can be no grounds for such illusions. I t is true that the 
depression of the thirties, here and in Europe, turned many people towards 
radical ideas, towards communism and socialism as a way out of the crisis. 
But they were also the years that saw the rise of fascism in Europe and in 
Africa, Hitler's Brownshirts and Weichardt's Blackshirts. Let that never 
be forgotten. 

In times of crisis people look for a v/ay out. Everyone looks for a way 
out, workers as well as rulers. For the rulers, the way out lies in increas
ing reaction; internationally in war, but internally in placing the burden 
of the crisis heavily and completely on the shoulders of the working people. 
Clearly that is the path already being taken in Southern Africa. When 
Bancroft mint closed in Norehern Rhodesia, first major victim of the fall 
in copper prices, European workers it was said would be found other jobs 
in the industry. But African workers were merely shipped back to the 
reserves, exported to starve out of sight. In South Africa, though inter
national maize prices have slumped, prices to tne consumer are to be 
maintained, so that the Maize Board can maintain a slightly reduced but 
nonetheless significant subsidy to the farmers to keep their earnings high. 
As the depression creeps upon us, school feeding grants are reduced; free 
hospitalisation is abolished and a 'means test' reintroduced; with the 
spectre of unemployment close, job reservation is started to place the 
heaviest burdens of unemployment upon the Non-European worker, and' 
the lightest upon the European. 

This is the clear pattern of events to come as the Nationalists will direct 
them. The workers shall pay for the depression. And in South Africa, 
things being what they are, the African worker shall pay most. For such 
a policy there follows inevitably the political policy; smash down the re
mains of democracy — pass over to fascist dictatorship! Smash the 
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trade, unions before they fight back! Smash the movements of the African 
people! Double up the police force, strengthen the army! Cut social ser

vices but maintain profits! Increase taxation on the lowest paid sections! 
And drive the jobless, and the starving out of the towns; drive them back 
to the farms, where there is no wage determination and no limit on their 
hours of work; drive them back to the countryside to starve, quietly, un
obtrusively and out of sight. This is the policy of Nationalism now. and it 
will be intensified and carried through with greater violence and haste as 
the depression ga thers pace. There is no room here for any illusion tha t a 
depression, of itself, makes things better! If things are to get better it-
will be, not because of the depression but in spite of it. because of the 
fighting spirit and action of the people in beating off the reaction and in 
making the rich pay for the crisis! 

W H E R E WE S T A N 

LIBERATION is an Independent journal of democratic discussion, 

tied to no party or organisation. 

W E BELIEVE that the struggle for freedom in South Afr ica — by 

which we mean equal rights and equal opportunities for a!] South 

Africans irrespective of race, sex or colour — needs clear thinking 

and clear minds. 

CLEAR MINDS are born of open, public discussion of all the 

main problems tacing oi(~ •ountry. 

THAT. IS W H Y this purna! exists. 
. 

THAI IS W H Y we ask for your support — by writing articles for 

LIBERATION; by donating money to LIBERATION; by winning new 

readers and friends of LIBERATION; by subscribing to LIBERATION 

(see form on back cover). 
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