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The Post-Stalin “New Course”

By MICHEL PABLO

The following article is translated from Quatrieme
Internationale, a periodical published in Paris.

* kX

In the. space of the few months since Stalin’s death,
the scope of the “new course” being inaugurated by his
successors has become such that even the mpst incredulous
of the doubting Thomases have now_been obliged to re-
cognize the reality of the ‘“sharp change” occurring in
traditional Stalinist policy. This is true internally as well
as on the foreign field. A new policy is gradually shaping
in more precise form in the USSR itself, in its European
satellite countries, in relations with the capitalist world
as well as with Yugoslavia.

Naturally there is an interdependence and interaction
between these various spheres where the “new course” is
now undeniably developing. In contrast with the almost
total surprise caused by these “new” facts in all thinking
political circles in the working-class .or capitalist camp,
our movement sees in them the most striking confirma-
tion of its general views on Stalinism, and particularly
of the analysis it has made over a number of years on
the consequences that “‘expansion,” the world revolutionary
upsurge, the technical and cultural advances in the USSR
would have on Stalinism.

On the other hand, the significance which Stalin’s death
could have in the processes long germinating in the USSR
was immediately and thoroughly grasped by our ‘move-
ment. We underscored the fact that in reality Stalin died
at a time when the objective bases of Stalinism had al-
ready been irreparably undermined and its decline be-
gun; that there could not be a second Stalin, that is, a
successor playing’ the same historic role; that Malenkov
faced the prospect of remaining only a candidate for the
Stalin succession, and no more; that the internal situa-
tion in the USSR and its evolution could prove a factor
of great importance for the turn of post-Stalinist policy.

Events have confirmed our prognoses and justified
our optimism.

Weeping over the sad fate of the workers’ movement
and of socialism, depressed by the perspective of a long
world reign' of an immutable Stalinism extending” over
an entire historic period, the Cassandras are now dis-
tressed and worried. Have we not seen some of them
find consolation in the service of the western “democratic

bourgeoisie” and even of American imperialism, the “les-
ser evil” to “Soviet totalitarianism’?

But let us return instead to the facts of the ‘new
course” and establish its real scope, its meaning, its per-
spectives.

* k%

It is not difficult to derive from the welter of polit-
ical actions, events and writings which have occurred
since Stalin’s death the lines indicating the direction of
the “turn.”

In recent years, the Stalinist political structure had
accentuated the preponderance of the Great Russian bur-
eaucracy at the expense of the Soviet working masses as
a whole, ‘of the other nationalities in the USSR and at
the expense of the satellite countries of Eastern Europe.
The high-tension areas, which also constituted the weak
points of the regime, where a break could occur were the
relations with the working masses, the nationalities and
the buffer-zone countries.

Stalin’s successors are now acting in a way to give
the impression that they want to ease the tension in these
threé spheres, and in a certain sense they are acting with
effectiveness.

Take the question of relations with the working mas-
ses. What causes the discontent of the working masses in
the USSR? While their material conditions have been
improving absolutely in conjunction with the economic
progress of the USSR, they have remained relatively
poor as regards their needs.as well as regards the share
received by the bureaucracy, especially its upper strata;
it arises also from their political conditions which are
subjected to an excess of bureaucratism and police con-
trol despite bureaucratic declarations that the workers
constitute the ruling class of .the nation. Working condi-
tions in the factories and on the collective farms, the
pressure of Stakhanovism, piece work and the statutes of
the penal code have beeh especially onerous. The contra-
dictions between the social, proletarian and socialist char-
acter of the USSR, its economic and social foundations,
the economic and social progress attained on this foun-
dation and the bureaucratic and police regime instituted
by Stalin became more and more glaring and intolerable,

Not less important was the tension which prevailed
and still prevails between the various nationalities which
make up the USSR and the Great Russian bureaucracy
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which has been a particular bulwark of the Kremlin’s
power. Some of these-national groupings, like the Ukrain-
ians and those of the Baltic countries still preserve old and
powerful cultural and revolutionary traditions. They have
always constituted active arenas of propaganda and agi-
tation against the central Great Russian power which
wanted to dominate them, denationalize and Russify them.

Following the second world war a new efement of
disintegration entered the Stalinist regime: the step-by-
step incorporation of ‘“the buffer zone” into the Soviet
orbit. Some of these tountries, like Czechoslovakia, cer-
tain pparts of Hungary. Eastern Germany, boast a high
cultural level, and especially a very advanced proletariat
politically and technologically. Others like Poland have
been noted for their deep-rooted nationalism which con-
ducted long revolutionary struggles against Czarist rule.
The Kremlin’s attempt at the beginning to plunder these
countries purely and simply so as to fill urgent and spe-
cifically Soviet needs, and then to impose on them its
own methods of “socialization” and to Russify them has
met with steadily growing resistance.

Stalin’s Method Less Effective

Taken in the complex of all these difficulties, cen-
trifugal forces, contradictions, tensions,.the Kremlin ap-
paratus directed by Stalin tried to cope with them untii
his death mainly by force, by the rigidity and monolith-
ism of the system. Any relaxation, any faltering threat-
tened to blow up the entire system. But at the same time
the relationship of forces between the apparatus ruling
by sheer force, terror, monolithism, and the masses be-
came more and more unfavorable to the apparatus. Two
main reasons joined together here: the world revolution-
ary upsurge in process since the Second World War, the
economic and cultural progress:of the Soviet masses them-
selves.

It became extraordinarily risky to attempt to persist
with ‘the same rigidity as in the past in the reign of ter-
ror and monolithism represented by Stalin's regime. Even
during his lifetime, as was observable most clearly at the
19th Congress of the Russian CP and in the preoccupa-
tions revealed in his last work “Problems of Socialism,”
- there were attempts to slightly alleviate the tension and
adumbrations of much more important changes in an early
future.

His death catalyzed the development.

Those who say that everything that is now happen-
ing is in reality merely the execution of Stalin’s tes-
tament by his successors are obviously wrong. For the
general impression which emerges from the “new course”
is that of the liquidation of Stalinist tradition in a num-
ber of important spheres, including, as we shall see, in
that of his own “cult” and even his name.

It is much more probable that long before his death
his successors were conscious of the need of a whole range
of radical measures; that they had exercised a certain pres-
sure on Stalin so that he himself initiated some of these
measures; and that when he died — naturally or other-
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wise* 1 they hastened to put them into effect. They were
afraid of being overtaken by an explosion of the mas-
ses who had been encouraged by the death of the man
embodying the despotic and bureaucratic regime in their
eyes.

Concessions to the Workers

The following measures have been taken to date by
Stalin’s successors for the purpose of .improving the rela-
tions of the working masses and the regime: A new re-
duction -of ‘prices, the most important since 1947, in ar-
ticles in common consumer~goods merchandise; this price
reduction was supplemented by placing essential goods
for sale on the market for the first time, and by the
speeding up of the production of the means of consump-
tion as well as new and old housing construction.

The theme of the “welfare” of the Soviet masses, as
a permanent concern of the State and the Plan, has as-
sumed an importance in the Soviet papers it never had
under the old Stalinist regime. The Soviet papers now
devote an important place to describing of difficulties
Soviet families encounter in finding lodging, in comfor-
tably furnishing their apartments; in obtaining cheap and
good-quality utensils and other articles. They provide
great detail op all these problems and conclude that “this
cannot go on.” (Liturnaya Gageta, June 26, 1953.)

~1t’s the tone and the theme of these feature storics
] “e
which mark a break with the Stalinist area.

In addition, the new state loan of 15 billion rubles,
which under the conditions of the regime resembles forced
taxation, was reduced by half this year and is supposed
to contribute particularly to the development of “con-
sumers’ goods ‘industries.”

Other measures have been taken affecting the im-
provement of working conditions as well as the demo-
cratic rights of the masses. The amnesty along with the
promise to liberalize the penal code which were announced
simultaneously with the sensational exoneration of the
doctors, “the white-coated assassins,” in reality is intended
to affect the victims of the coercive regime which pre-
vails in the factories, and on the collective farms and has
been -used ‘to “discipline” labor and to extort the max-
imum work possible; that is, it covers the broad masses
of ordinary, workers.

The exact number of those released from concentra-
tion camps is not known but even conservative bour-
geois journals like The Ecomomist (June 13, 1953) es-
timate it at “several hundreds of thousands.” The first
official reference to the liberated prisoners was made by
Vice-Minister of Justice who requested local officials and

*The allusion here is to persistent reports that Stalin met a
violent death in a kind of palace revolt in the Kremlin against
an impending purge which was linked to the arrest of the
doctors. One such report was publicized by the Alsop bro-
thers who draw upon a Pravda announcement of the “un-
timely death” of a Major-General Kosynkin, commander of
the Kremlin guard which appeared two -weeks before the
news of Stalin’s illness. Stalin was supposed to have been
assassinated after the Kremlin guard was overpowered. The
plot is laid to Beria. — Ed.
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trade unions. to find work for persons benefitting from
the'amnesty.

The theme of “the constitutional rights of Soviet citi-
zens” now replaces in Soviet papers that of “revolutionary
vigilance” of the Stalinist era. Formerly the writers of
these features provided a certain type of assistance to
the agencies of repression, to the judges and police by
calling attention to and often by -accusing state officials
of the lack of “revolutionary vigilance.” The change now
consists in the fact that the writer becomes the attorney
for the unjustly accused. During the doctors’ affair "and
later of the Georgian leaders the party and the govern-
ment openly attacked “criminal activities” of the judicial
and- police apparatus. Now there are frequent attacks in
newspaper reporting and features directed agaipst sub-
ordinate personnel -of these agencies.

New Attitude on National Question

In the sphere of relations with the national minorities,
Stalin’s successors while adhering to ‘the “Leninist-Stalin-
st” doctrine in this sphere have already taken a series
of measures which are squarely and palpably opposite to
those applied during Stalin’s lifetime. A first indication
of this change was the vehement denunciation of all racist,
chauvinist propaganda at the time of the exoneration of
the Jewish doctors.

The new leadership yielded to the pressure brought to
bear by the various national minorities on the central
Great Russian regime of the Kremlin so as to lessen the
tension in this sphere and to avert serious explosions. It
started a purge of the party and government apparatus
in many of the Federal Republics, replacing Great Rus-
sian officials appointed by Stalin himself with native
cadres. This is the general meaning of the measures taken
in such sensitive spots as the Ukraine, the Baltic coun-
tries the Far Eastern Republics bordering on China, Geor-
gia and. Bielo-Russia.

The mpst_ significant of these’ measures were those in-
volving the Ukraine and Lithuania. First in the Ukraine,
there was the sudden unexpected reappearance of the po-
litical scene of 1. G. Petrovsky, old Bolshevik, the First
Peoples’ Commissar for Internal Affairs and former Pres-
ident of the Ukraine who was disgraced during the great
purge of .1936-1938. He had escaped death, but was re-
lieved of all functions and probably arrested. Stalin’s
death was necessary for Pravda to again mention his
name in connection with.the award of “The Order of the
Red Flag of Labor” bestowed on him on his 75th an-
niversary!

This event heralded other changes in the upper circles
of the Ukranian apparatus. Soon after, in fact, came the
announcement of the replacement of G. L. Melnikov,
first secretary of the Central Committee of the Ukrainian
Communist Party, and of his elimination from the Po-
litical Bureau of the party principally for his erroneous
national policy. A very important figure in the Soviet
hierarchy, Melnikov was accused of having tried to “Rus-
sify” the Ukraine and especially the western areas (be-
longing to Poland) for one thing, by the compulsory in-
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troduction of the Russian language into the schools. He
was also censured for his excessive zeal in imposing col-
lectivization of agriculture in these areas.*

To understand the full importance of this measure,
both the rank of the censured person who had been ap-
pointed by Stalin himself should be kept in mind as well
as the policy followed in the Ukraine during Stalin’s life-
time when the emphasis was placed on ‘“the nationalist
deviations” of the Ukranian intelligentzia. Similarly with
the events in Lithuania where the policy of the Central
Committee of the Lithuanian Communist Party was crit-
icized for like extremes of “Russification” and where sev-
eral Great Russian officials were replaced by native cadres.
__ Moreover there now appears more and more frequently
in the Soviet press articles which carry a refrain denounc-
ing “nationalism” and “chauvinism” which is far dif-
ferent from that of Stalin’s lifetime. The most striking
example in this sphere was undoubtedly the article by
P. N. Fedoseev, which appeared in The Communist, June
25, 1953, principal theoretical organ of the Russian C. P.
Fedoseev had been removed from his position as editor
of The Communist last December after a bitter criticism
by M. Suslov, a Stalinist flunkey, who had accused him

of having at one time propagated the ideas of N. Voz-

nossensky . ** ‘

Now. rehabilitated, Fedoseev writes in his article that
it is now necessary in the USSR to struggle “‘against the
survivals of chauvinism: and nationalism” which poison
“friendship between peoples.” He denounces the way some
Soviet historians “attempt to prettify the reactlonary pol-
icies of Czarism.” Further on he protests against any’at-
tempt to “fence off the Soviet people from the culture of
foreign lands” and adds that “the culture of any people,
great or small, is viewed by us as a contribution to world
culture . . . Contemptible adventurers have repeatedly
attempted to touch off the flames of natienal hatred in
the Soviet Union, which is throughly foreign to Socialist
ideology.”

Still, the time when “Soviet culture” and especially
“Great Russian” culture outclassed all. others and when
all the inventions, of modern times were credited to “the
is not so far behind!

Relations With Eastern Europe
Finally, there is the sphere of relations with the satel-

lite countries of Eastern and Central Europe. One after

Another, although undoubtedly lagging behind the te:i:po
of events in the USSR itself, these countries are aligiiug
themselves with the “new course.’f

*It should be noted that all those now removed from their ‘
positions or censure have not been arrested or brought to

trial nor even characterized as “imperialist agents” or
“criminals.” They are merely replaced ‘by others in their po-
sitions and accused of more or less “serious” or “gross”
“errors.”

“*Voznossensky was the economic brain of the Politbureaun
antil 1949 when he fell into disgrace. Fedoseev’s rehabilita-
tion may s1gn1fy an early rehablhtatxon of Voznossensky-
himself.
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In Czechoslovakia, Rumania, Eastern Germany, an
amnesty on the Russian model has just been  granted.
Little by little the press of all these countrijes is beginning
to pick up the new emphasis of the Soviet press on the
“welfare” of the people and on “the rights of citizens,”
on the same “lIgws” and the same “discipline” for leaders
and masses.

The extremes of industrialization and collectivization
are beginning to Be recognized and the term “NEP,” as
a necessary policy of retreat in some cases, is now be-
coming fashionable with others besides Walter Ulbricht
(Gkrman Stalinist leader). It is now clear that all the
“NEP” measures taken in Eastern Germany last- June
10th, several days before the big events, were initiated
by Semyenov (Soviet Commissioner for Germany) under
the instructions of the Kremlin and contrary to the policy
followed- until then by the leadership of the SED (Stalin-
ist Socialist Unity Party). There is no doubt also that
the very substantial concessiens given the Eastern German
masses after the June 17th events were also initiated by
the Russians, this time probably in agreement with the
leadership of the SED.

‘The idea of revising the plans in the direction of ex-
pansion of the production of the means of consumption,
which is apparent in the USSR itself, is also gaining
ground in the satellite countries. The time has came every-
where- for a “reconsideration” of the policies followed in
the economic as well as in_the political and cultural
spheres.

Attacks on the Leader Cult

Changes of such scope naturally cannot remain Mmited
and in reality they affect they very nature of the regime
as it was shaped during Stalin’s lifetime and personified
by him. By entering on the “new course,” his successors
could not avoid the need of calling into question the
character as well as the personnel of' the regime, the cult
and the name of the “Chief” himself. And that is how
it has happened also.

Malenkov, was obliged to relinquish the post of party
secretary and to content himself with being President of
the government so as not to monopolize positions and to
emphasize the team and not the personal character of
the new leadership. Repeated articles in Pravda and The
Communist have attacked the “leader cult,” the impos-
sibility of “infallibility,” its consequences of “servility”
and “corruption,” and praised the collective character of
the leadership.

The method of teaching history has also been called
into question. It is no longer required that such teaching
begin with or be based on the biography of “great men” but
rather on an understanding of objective conditions and
the role of the masses. Those who always refer to “ap-
propriate quotations” and utilize them indiscriminately,
even to explain the Five Year Plan, are becoming. the
butt of ridicule.

The spheres are numerous in which there are scarcely
concealed attacks against the cult, against the extravagant
praise and the ossified byzantine mode of thought of
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Stalin and his era. But just his name alone is actually
less and less mentioned in the public, proclamations of
the new leaders as well as in the press. It would be diffi-
cult to attribute such a plunge into oblivion to chance,
It speaks too much of repudiation which for the moment,
it is true, still remains an indirect one.

Changes in Foreign Poliey

The changes in Russian foreign policy have been in
large measure determined by the turn internally in a
twofold sense: a) as genuine changes which extend to the
foreign sphere the new outlook internally on the relations
with the masses and the national minorities; b) as a
means of attenuating the tension with imperialism even
if only temporarily, to avert an early war with imperialism
so as to normalize the internal situation in the USSR and
the buffer-zone countries on the basis of the “new course.”

The first meaning is indicated in the more “demo-
cratic,” more “socialist” way of viewing relations with
countries like Turkey and Yugoslavia, by abandoning
nationalist, annexationist demands toward the former, by
normalizing diplomatic relations with the latter and by
removing the quarantine placed upon- it.*

The second meaning is manifested in the concessions
made on Korea, Austria, Eastern Germany, in the many
cordial -and appeasing gestures, in the new tone of the
diplomatic notes addressed to the capitalist countries and
in the articles in the Soviet press concerning them.

The Dynamic of the New Turn

Thus, we believe that these various manifestations of
the post-Stalinist turn, even set down in this summary
way, cannot fail to be impressive and to clearly indicate
its meaning. Nfiturally it would be fundamentally and
dangerously erronecus to conclude that the mnew leaders
have reformed themselves and that they are successfully
undertaking a ““cold’ democratization” of Stalin’s bureau-
cratic and police regime. It is the pressure of the masses
which constrains them to act this way and it is the con-
stantly changing relationship between the masses and their
own rule which will determine the subsequent develop-
ment of the “new course.”

Stalin’s successors, because of their special position as
subordinates of the Despots and free of the chief respon-
sibility, have the merit only of having better sensed than
he the ‘enormous pressure, the subterranean explosive
forces in Soviet society as well as in Eastern Europe. To
survive as the Bonapartist leadership of the privileged
Soviet bureaucracy, theéy are now trying to ease the ten-
sion and to thus consolidate their own rule by a series of
important concessions. They are proceeding in this not
directly, frankly, democratically but bureaucratically.
Their aim' is to avoid by these methods new serious ex-
plosions and if possible to “peacefully” bujld a new floor

*It should be noted regarding the turn of attitude toward
Yugoslavia that since May 1, 1953, the Cominform paper has
not published any article against Yugoslavia. During Stalin’s
lifetime, there was practically not a single issue of this
paper which appeared without the customary and ferociously
anti-Titoist article.
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for an equilibrium favorable for the bureaucracy. How-
ever, it is more difficult for them than ever to control
the entire process and to dominate it at each step in the
present global relationship between the revolutionary
forces within and without the USSR and the “buffer zone”
and the conservative forces of the bureaucracy.

The dynamic of their concessions is in reality liquida-
tory of the entire Stalinist heritage in the USSR itself as
well as in its relations with the satellite countries, with
China and the Communist Parties. It will no longer be
easy to turn back.

In reality events will oblige them as is being demon-
strated in Eastern Germany, and partly in Czechoslova-
kia, to quicken and extend the concessions to keep the
impatient masses in the other buffer-zone countries and
in the USSR itself from taking the road of action. But
once the concessions are broadened, the march forward
toward a real liquidation of the Stalinist. regime threatens
to become - irresistible.

‘What form will it then take? Will it be that of an
acute crisis and of violent interbureaucratic struggles be-
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tween the elements who will fight for the status quo, if
not for turning back, and the more and. more numerous
elements drawn by the powerful pressure of the masses?

The timetables of the war will play an important
and perhaps decisive role in the entire first period in one
direction or the other. In any case what is now clear is
that the decline of Stalinism in the form of the iron grip
of the Soviet bureaucracy over the Soviet. masses, the
buffer-zone countries, the Communist Parties, is hence-
forth speeded up, and that the renovation of socialist
democracy in all these countries, as in China, as well as
the renaissance of the international workers’ movement,
is now on the order of the day.

In the years visible ahead, the junction of the ideas
and the forces of the Fourth International with the rev-
olutionary elements until now organized or influenced by
Stalinism will realize in part this first stage of this re-
novation. It is toward this that we should work now
with the greatest determination and the most robust op-
timism. _

July 1, 1953

Inflation and The Arms Program

By JOHN G. WRIGHT

The Consumer Price Index for May 1953 shows that
living costs have remained near the all-time post-Korea
peak. This appears incomprehensible in the face of the
declines in wholesale prices and many commodities. The
capitalist press gives all sorts of explanations, except the
trie ones, for the continued high prices. The favorite dodge
is to blame it on high wages. High profits are, of course,
never mientioned in this connection.

Above all, the capitalist apologists refrain from men-
tioning the major factor which is fueling the continuing
inflation. This is the arms program of Amerlcan 1mper1al—
ism with the government deficit spending it entails; and
the  accompanying credit inflation without which this
arms program could not have been financed. This aspect
of our economy has yet to receive the attention it deserves,
although it is pregnant with grave dlsot*ders and dangers.

There is a relation between high prices and credit in-
tlation, which happens to be a specml process whereby the
dollar is being deprec1ated Let us explain,

1t is not hard to grasp how debasement of currency leads
to rising prices. A government resorts directly to the prmt—
ing press and, say, doubles or tl‘lplLS the currency in cir-
culation. The new currency emissions, thrown into the
market, cause prices to double or treble. However, there
has been no striking rise in U.S. circulating currency. Since
Korea there has been less than a 10% increase, from $27.7
billion in 1950 to $29.2 billion in 1951; and the money in
circulation sirice that time has remained relatively stable.

It is not so easy to grasp how an inflationary process
can occur and the dollar tend to be depreciated without a
notable expansion of paper currency. That is because it

is not commonly known that paper currency is only part
of the money supply in this country; and by no means the
biggest Part. As a matter of fact, paper currency is used
for comparatively small transactions.

As every banker knows, by far the greater bulk of
payments is made through the deposit and check system.
This system is colossal. Less than one year after Korea,
in 1951, annual check payments for the first time passed
the two-trillion mark and have since remained at this réc-
ord level! This single fact suffices to show that bank depo-
sits and checks constitute the principal circulating money
in this country.

Let us look a little closer at what actually takes place
in the banking system, this nerve center of the entire cap-
italist system. Bank deposits against which checks may be
drawn are of two distinct types. First, there are the normal
deposits of capitalists and ‘other individtals from every
layer of the population. When bankers advance loans
against such deposits they activate otherwise idle capital
or make available to the capitalists, through loans, the
money income of all the classes. Through such loans bank-
ers do nat significantly increase the existing money sup-
ply, but simply set it in motion, utilize it more fully and ef-
ficiently.

Second, there is an entirely different type of deposit.
These are made by bankers’ loans, based exclusively on an
expansion of bank credit. In such cases the banks ‘actually
throw new money into the existing supply. These are credit-
dollars, as distinguished from legah tender. The original
borrower issues checks against this banker’s loan. His checks
are then deposited in other bagks by the respective recip-
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ients who likewise draw against these deposits. A circuit
of a special type thus arises. It may be set down as a kind
of law that every general increase of bank loans results in

a general increase of bank deposits, and by this token in-’

creases the total money supply.

Periodically the capitalist press trumpets to the world
another jump in bank deposits. It is hailed as another sign
of how strong the U.S. economy is. In reality, as we shall

“ presently see, it is symptomatic of the entire inflationary
process.

Paper Money and Credit Money

The question naturally arises: Why doesn’t this new
money exert the same pressure on purchasing power as
would emissions of paper currency? The explanation is
that paper currency circulates in a different way from
credit-dollars. New -paper emissions flow directly into the
market; credit-dollars, on the contrary, circulate primarily
among the capitalists themselves. The channels into which
credit-dollars flow depend on the decisions of the capital-
ists. The bankers exercise a measure of control. But the
final destination of these funds is determined by.where the
most profit is to be gained.

If the commodity markets offer lush prospects for gain,
billions flow in that direction, as happened in the pertod
immediately after Korea. If the prospects are not so bright
in these markets, the funds flow elsewhere. The bulk of
them has, in fact, gone to finance the arms program, meet
the annual government deficits, maintain huge inventories,
feed the state, local and private debts. The inflationary
effects of credit expansion thus take place indirectly, and
in a masked way.

The last time the American people had experience with
credit inflation was during the fabulous Twenties. This
credit inflation took place on the basis of influx of gold
into the U.S. Each time a bank added one dollar in gold
reserves, it was able to extend some $13 of new credit.
These credit-dollars did not flow at the time into commodity
markets but primarily into stock-market speculation and
real-estate promotions. Behind the 1929 Wall Street crash
was the doubling of loans to brokers and dealers,— from
$3.2 billion (on Oct. 5, 1927) to $6.8 billion (on Oct. 2,
1929). When the banks, spurred by economic realities and
the need for self-preservation, instead of extendmg fur-
ther loans, started calling their loans in, the speculative
bubble burst, bringing the whole economy down with it.

The driving force behind the present-day credit infla-
tion, particularly since Korea, is the need to finance the
militarization program and “service” the astronomic fed-
eral debt. The banks are not the only ones participating
in this inflationary process The U.S. Treasury plays a
leading role. ,

Side by side with the paper money it issues regularly,
the Treasury also issues another type of money, credit-
money, or credit-dollars. Like the ordmary paper currency
these credit-dollars also come rolling off the printing presses
in the shape of Treasury notes, bills, bonds, certificates of
indebtedness and the like.

New emissions take place each time the government con-
fronts, as it annually does, a deficit budget and must theres
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fore borrow. And each time new billions of credit-dollars
are added to the money supply. This fiscal year, for exam-
ple, “the government expected to wind up .. . about $8.5
billion ‘in the red.”” (Associated Press dispatch frem Wash-
ington, June 27, 1953.) Four days later, on July 1, the
deficit was announced as $9.3 million. This is about $3
billion more “in the red” than the Eisenhower administra-
tion originally expected. The administration likewise re-
frained from informing the public that this whopping defi-
cit is actually illegal, because it brings the total federal
debt above the statutory limit. (According to Federal Re-
serve figures the U.S. debt’in January and February of
this year passed the $267 billion mark; new borrowings
of $9.3 billion would top the legal limit of $275 billion.)

Workers ought to learn that when the government ped-
dles war bonds, it is actually selling them credit-money.
Each time a Worker buys a war bond, credit-money is
converted into ringing coin — by the U.S. Treasury, that
is. Every capitalist agency and spokesmdn tells the work-
ers it is a sound buy. Is it? On the record, the claim is a
dubious one. Purchasers of wartime bonds who cashed them
in the post-war period received depreciated dollars in re-
turn, losing heavily in the transaction. Why? Because in
addition to sound credit-money there happens to be such
a thing as inflated credit-money, which tends to depre-
ciate with each new emission. This tendency is beginning
to shape up quite clearly.

Are There Limits to,\"olume of Credit?

What are the limits beyond which emissions of credit-
money become dangerous? Under the rule of the mono-
polists, no one is permitted to know. The authorities in
power consult some financial wizards who take a deep
breath and make a guess. One such guess of $275. billion
originally fixed the statutory limit of the U.S. federal debt.
Under certain conditions, this may work out fine. Under
different conditions, not so fine. It is a fact that even before
the Eisenhower administration found itself compelled to
borraw beyond the legal $275 billion limit, the value of
U.S. credit-dollars already started skidding.

One sign of this is that the government has found it
necessary to offer its bonds, notes, certificates, etc., at
cheaper rates, that is, it must offer higher interest rates
now. ,

The rate of depreciation is still relatively gradual. But
it is already significant. At the start of 1946 the average
annual interest charge on the national debt was below two
percent (1.97%). By the end of October 1951 it rose to
231%. By May 1952 the U.S. Treasury was paying rates
of up to 2.75%. The National City Bank of N. Y. esti-
mated at the time that “the actual cost of money raised on
the [May 1952 Treasury] transaction may approach 3.5%.”
In its recent new bond issue the Treasury hiked the inter-

" est rate to 3.25%. It is safe to conclude that the carrying

charges on the national debt are heading for the estimate
of 3.5% made in June 1952 by the National City Bank.
These decimal points may seem unimportant. But they
gain considerably in meaning if, it is borne in mind that
each percentage point, every 1%, today represents an
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annual carrying charge of $2.75 billion on the federal debt,
already past its statutory limit, and heading higher.
What is more, as thet government pays higher rates,
all intterest rates go up. Higher rates must be paid on
state, local and private indebtedness. These higher carry-
ing charges for federal, state and local debts; for business

and farm loans; for plant and home mortgages; for credit

and instalment buying and other types of loans, can come
only out of the annual ndtional income, already stagger-
ing under the intolerable load of expense for the arms
program. An increased portion of national income must
" thus be diverted annually merely to cover interest on debts,
past, present and projected. This, too, becomes a new fac-
tor tending to push up prices and bite into living standards.

National Debt and Inflation

The capitalist ruling circles are not unaware that the
federal debt is a major factor feeding the inflationary
process. To cite only one instance, there is the report of
The American Assembly which met at Columbia Univer-
sity in May 1952 under Eisenhower’s personal auspices.
This eminent body concluded unanimously “that the large
outstanding public debt is a powerful inflationary force.”
The bigger it grows, the mpre powerful it becomes. And
it has been growing!

The already cited Associated Press dispatch, which re-
ported the highest post-war deficit for the fiscal year end-
ing June 30, 1953, also reported an officially “estimated
$5.6 billion deficit” for next year “if President Eisen-
hower’s tax program is approved by Congress . . .” If
Congress does not approve; the deficit will be bigger.

The size of yearly deficits is not the only problem fac-
ing"Washington. The volume of maturing issues poses like-
wise the problem of refufiding the debt. From May of
last year, for a period of 11 months, the Treasury had the
financial headache of refunding notes and bonds amount-
ing to 46.3 billiog dollars. This year the refunding head-
ache is proportionately bigger. As of June 15, 1953 and
for the next 12 mipnths there will mature Treasury. bonds,

certificates of indebtedness, bills and notes to the amount

of $75,507,996,000. They are as follows:
The Treasury’s Refunding Headache This Year

Date Issue Amount
(in millions of §)
June 15, 1953 2% bonds 277.600
June 18 Discount bills 1,200.500
June 19 Tax anticipation bills 2,002.666
June 25 Discount bills ‘ 1,200.652
July 1 1.4% sav. notes Ser. D 127.626
“ Ser. E sav. bonds 4,850.043
¢ Ser. F sav. bonds 156.615
¢ Ser. G sav. bonds™ 498.297
July 2 Dlscount bills 1,200.547
July 9 v “ 1,400.812
July 16 “ ¢ 1,400.736
July 23 “ ¢ 1,500.526
July 30 “ ¢ 1,499.924
Aug. 6 “ “ 1,600.380
Aug. 13 “ “ 1,500.569
Aug. 15 2% ctfs. of ind. 2,881.576
Aug. 20 Dlscount bills 1,601.213
Aug. 27 “ 1,600.777
Sept. 3 “ oo 1,500.701
Sept. 10 “ b 1,400.368
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Sept. 15 2% bonds 7,986.245
Sept. 18 Tax anticipation bills 800.064
Dec. 1 1-2 1/8 Treas. notes 10,541.667
Jan. 1, 1954 1.4% sav. notes Ser. D 54.5612
«“ Ser.E sav. bonds 5,594.356

«“ Ser. G sav. bonds 1,736.573

“ Ser. F sav. bonds 466.631
Feb. 15 21/4% ctfs. of ind. 8,114.165
Mar, 15 13/8% Treas. notes 4,675.068
May 1 Ser. A sav. notes 1,6417.587
June 1 25/8% ctfs. of ind. 4,790.000
Total 75,507.996

If to this total of $75.5 billion we add the $9.3 billion
needed in cash to .cover this year’s deficit, the grand total
of $84.8 billion must be raised by ]tme 1, 1954. No small
undertaking even for the American" 1m4perlallst colossus.
When so many billions are needed, it is imperative to re-
sort to the banks.

Here we come to the part that the monopolist bankers
play in the credit inflation. And their role is the key one,
overshadowing the Treasury’s emissions of new credit-
money.

The Government and the Banks

The government borrows from the banks. It is a book-
keeping transaction in essence. The banks simply open a
deposit for the government on their books, receiving in re-
turn government IQU’s. But the pay-off is that these IOU’s
are not then simply filed away as promises to pay at some
future date. On the contrary, they fall into a special cate-
goty. They constitute legal RESERVES for the banks.
And against this “government collateral” the banks are
empowered to issue further loans.

This-is a high-handed practice even for the field of
high finance, and we don’t ask the reader to take our word
for it. We yield the floor to an authority oh the subject,
Senator onuglas of Illinois, and let him explain these op-
erations in- detail:

“Most of us who have not had the time to go into the
subject suppose that the banker later lends to other people
the money that we deposit in his bank. . .. But it is not
true of commercial banking or the banking system as a
whole. The real fact, which is so little understood even
among bankers, is that the banking system creates money.
It does not do it by having printing presses in the windows
of banks where we can see the $1, $5 and $10 bills turned
out by the bale, but banks as a group do it just as effec
tively by making their loans to borrowers, for when they
make these loans they credit the borrower with a deposit
account against which the person or company which has -
borrowed can write checks. Indeed, nearly all the business
in this Nation is carried on through bank checks, and the
deposits in our banks constitute the overwhelming bulk of
our money supply.” (Congressmnal Record, Feb. 22, 1951,
page 1520.)

In the foregoing words, the Senator has given a pretty
accurate description of the process of credit inflation and
the role banks play in it. The banks, however, do not
“create” new money as Douglas devoutly claims. The his-
tory of capitalism is replete with similar acts of creation.
For example, it used to be the practice among dairymen
to “create” miilk by diluting the produce of cows with tap -
water, chalk and other adulterants. It is a rare banker
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who doesn’t ‘know better than Douglas just what is in-
volved ‘in the process of “creating” new money. Even the
N.Y. Times’ editors know better. In a moment of tandor,
on June 4, 1953, they declared:

“The crude way is simply to turn on the printing
presses and manufacture currency. The modern, refined
way is to borrow rthrough the banks. Both in the end come
down to the same thing . ..” And for a change, they tell
the unvarnished truth.

Inflation by Law

Now listen to the Senator expound the bagis on which
this inflationary process is permitted, by law, to take place.

“Still greater obscurity,” complained the Senator, “sur-
rounds the subject of bank reserves and the relation of re-
serves to the creation of deposit [read: credit] money. . ..
It is important, however, to know that the main source of
the banking system’s ability to extend credit and thereby
create money comes from these reserves. Banks acquire
their reserves in two ways:

"~ “Either by borrowing from the Federal Reserve against
commercial paper or paper collateraled by government bonds
or through the purchase of government securities by the
Federal Reserve in the open market — whether these se-
curities are sold by the banks themselves or by nonbank
sellers. For various reasons, borrowing by .member banks
from Federal Reserve banks on commercial paper is not
very important now, although that was thought to be the
original . purpose of the Federal Resgrve System, and in
recent years the rediscount of member bank paper by the
Federal Reserve banks has never amounted to more than
a few hundred million dollars at one time. Reserves within
the Federal Reserve System today are, therefore, over-
whelmingly created — indeed, about 99-percent created —
by Federal Reserve purchases of government securities in
the open market. :

“Now, we come to a vital point: Upon each dollar of the
reserves of the member banks of the Reserve System, the
banks can make approximately $6 of ltans, and hence can
create that amount of credit.” (Same source, pp. 1520-1521.)

These statements were made on the Senate floor more
than two years ago. No banking authority challenged them
then, or since. If not “99 percent,” then assuredly the over-
whelming bulk of U.S. banking reserves consists of gov-
ernment IOU’s which, in tutn, to use the Senator’s termi-
nology, become ,“the main source” of the, banking sys-
tems “ability to create money from these reserves.” In
other words, the Treasury issues credit-money; the baiiks
monetize it, and then on the basis of this same credit-
money they issue still more credit-money, at the rate of
up to six-to-one.

For the banks it’s a veritable gold mine. They collect
interest and fees for every dollar loaned to the govern-
ment; and thenh on top of it, they are enabled to collect
interest and fees for six times as many dollars. Small
wonder that the banks prefer to surround with “obscurity”
the subject of reserves.

Credit Money Since Korea

How much credit-money have the bankers thrown
into the money supply since Korea? With documents and
figures in hand, Sen. Douglas proved that by early 1951
not less than $10 billion were extended by. banks*to specu-
lators in the commodity markets. “It may be said also,”
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added the Senator, “that a recent Federal Reserve survey
shows that three-fifths of the expansion of business loans
[since Korea] went to commodity dealers and to processors,
with loans to cotton dealers predominating.” (Same source,
p. 1519.)

These billions used for the 1950-51 speculative orgy
are only a part of the total volume of credit-money made
available by the banks. Other billions, by the score, have
gone to finance the sharp increases in state and local in-
debtedness and, generally, for business, farm and personal
loans. As a result the entire debt structure, public. and
private, is already top-heavy.

The Institute of Life Insurance is a high authority on
statistics relating to the growth of public and private debt.
In February of last year this Institute reported that “for
the six-year period ended with 1951, personal debts showed
a record climb of over 55 billions.” That’s not the total
private dcbt, only the increase over a six-year period. In
the single year of 1951 personal debts rose by $8 billion.
The American “island of prosperity’” was obviously prov-
ing quite expensive and, as of two years ago, was carry-
ing a rather heavy mortgage. According to the same re-
port, individual holdings of liquid assets increased by only
about $23 billion while “the people as a whole expanded
their debts more than twice as fast as their cash assets
since the end of World War I1.”

On June 22 of this year the Institute of Lite Insurance
issued an‘even more somber report. The gross public and
private debt jumped about “40 billion in 1952 to a record
high of roughly 3640 billion,” and *“it still is going up all
along the line.” The biggest expansion has taken place in
private debt. Business and individuals combined more than
doubled their borrowings since 1945, their indebtedness
rising from $155 billion in 1945 “to an estimated $330 bil-
lion at the end of last year (1952).”

More than half of this increase of $175 billion was ac-
counted for by. borrowings of private individuals, whose
debts have risen froth $551% billion in 1945 “to about
$137 billion at the end of last year,” or by $8114 billion
in a seven-year interval. This is an average ahnual rise
of $1114 billion. The Institute said “home miortgage debt
and consumer credit were the major factors in this in-
crease,” and, in fact, “led the debt increase in the rate of
expansion in the period.” Needless to say, the banks have
financed all this.

Increase in Tax Burden

This total debt is more than double the national in-
come. No other capitalist system has witnessed anything

approximating such a staggering debt load. In one of his
flights of demagogy Truman, during his tenure in the
White House, predicted an “average income” of $4,000
yearly for every American family. This “prediction” has
been realized in reverse under Eisenhower. The existing
volume of debt amounts to $4,000 for every woman, man
and child in the United States. Assuming an average in-
terest of 316%, it means a load of $560 a year for an
average family of four, merely to cover the carrying
charges on this debt.
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Parallel with the rise in the federal, state and local in-
debtedness a profound change has taken place in U.S. tax
structure. It, too, has been Europeanized at a break-neck
pace. faxes, federal, state and local in 1951, totalled $84
billion, talking roughly one dollar out of every three of
the national income. Sinc¢e then the tax burden has not
decreased but increased. The Eisenhower administration,
along with most state and local officials, is pressing for
new taxes.

In any case, the existing taxes represent an unparalleled
peacetime burden. Europeans are accustomed to it; to
Americans it comes as a new experience. They obviously
do not like it, nor its impact on their living standards.

There is a connection between taxes ,and the volume
of public debt; taxes grow as the debt increases. But there
is also a connection between taxes and prices. This is not
commonly understood because the tie-in is largely a hid-
den one. But it is important nonetheless. In the general
price structure, particularly that of food and other neces-

sities, hidden’ taxes tend to constitute a steadily increasing

proportion. For example, by 1952 there were 201 direct
and hidden taxes on a gallon of gasoline; 189 taxes on
a suit of clothes; 154 on a bar of soap; 53 on a loaf of
bread, and so on. In many states the bulk of tax revenues
comes from sales and excise taxes. In -states like Ohio,
Taft’s stamping ground, -more than 75% of -all Ohio tax
revenues comes from this source.

The National Association of Manufacturers has pres-
sed for years for a federal salés tax. They want it to yield
as much as $20 billion a year. From all indications, the
Eisenhower adminstration is pushing for “some form” of
a general sales tax. Among its other more obvious fea-
tures, such a tax would constitute a sharp inflationary
measure, because it would automatically drive up all

prices.
Deficit government spending, swollen debts, stiff taxes,
cumulative depreciation of the credit-dollar — these are

the direct consequences of the imperialist arms program.
Ultimately these developments threaten to undermine the
entire fiscal structure of the country.

The Institute of Life Insurance has appealed “for cau-
tion.” But what weight do such appeals have in the face
of the hard fact that there is no way of financing the
arms program except through further credit inflation.
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*The Eisenhower administration is unquestionably a
“sound money”’ combination. The big bankers were among
his foremost backers and they were the bitterest opponents
of Truman’s “easy money” policies. They fought out in
1952 with the Truman administration, before -Eisenhower’s
victory, the issue of who would dictate the credit policies
in the country, the bankers or the U.S. Treasury. Tru«
man capitulated to them. Interest rates were sharply
hiked, presumably to “tighten up” the money supply. The
Keynesian apostles of cheap and easy government-created
credit, with Keyserling at the head, have been becoted out
of the President’s Economic Council. Eisenhower’s new
chief economic adviser Dr. A. F. Burns is anti-Keynes
and has warned against “unsound booms.”

But economic realities are proving stronger than wishes.
[ronically enough, the big bankers, Eisenhower, his chief
econorfiic adviser, his Treasury staff and the rest of the
crew find themselves compelled to follow the self-same
policies as under Truman. The Federal Reserve has re-
duced the reserve requirements of member banks by ap-
proximately $1.1 billion. Paul lleffernan, financial writer
of the N.Y. Times, explained on June 28, that this “will
increase the lending power of the banks by about $5.7
billion,” that is, pretty close to the six-to-one ratio.

The Eisenhower officials do not even bother to deny
that thereby new, strong inflationary pressures will be
generated. The administration has merely issued assur-
ances that it “would try to manage its borrowing so.as
to minimize inflationary effects” (N.Y. Tinues, June 27,
1953).

The only alternative to continued credit-inflation is
to drastically cut back the militarization program. The
U:S. -imperialists reject such a course, for they know it
spells ‘an economic crash. A disrupted fiscal system is “a
calculated risk” they prefer to take at this stage.

Credit-inflation, already unparalleled in its propor-
tions, has thus been given another boost. Hikes in steel
prices provide a still further impetus to inflation. The
mass of the people will have to pay for this by stiffer
taxes, by a lower real “take home” pay, by new blows
at their living standards. We are still in the initial stages
of these extremely expensive transactions for the Amer-
ican people which all stem from the arms program, and
the accompanying credit inflation.

Peonage in the Southwest

By ALLEN WINTERS

(This is the [irst of a series of two articles.)

In the problem of the “bracero,” the poor, often il-
literate Mexican laborer, there lies concentrated today a
whole complex of social problems. The influx of braceros
into the United States that began during the last war has
in the past few years become a flood, a flood that millions
of Americans feel is about to engulf them,.

The problem of the braceros is their exploitation as
cheap manual labor on the factory-farms of the South-

west; but inseparable from this exploitation are the prob-
lems of America's migrant farm labor class, its great Mex-
ican-American population, and its workers’ unions in the
Southwest.

The movement of the braceros across the 1600-mile
border between the United States and Mexico has become
a mass migration which in many respects makes that bor-
der a fiction. Most of these men are illegal entrants, “il-
legals,” or “wetbacks,” so-called from their practice of wad-
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ing the shallow Rio Grande river into Texas. More than a
million of these men, and tens, of thousands of.-Mexicans
legaly brought into the United States under contract, cross
the border each,year. The minimum estimate of illegals
now in the United States is one million.* The real figure
is undoubtedly higher, two million, perhaps three million.

The deportation figures of the Immigration Service in-
dicate — but only indicate, since only a minority of border
jumpers are ever caught — the number of illegal entrants
in this country. In 1940, 400 were deported.? By 1945 the
figure had risen to over 16,000. In 1950, 500,000 illegals
were arrested and deported from all the border states,
225,000 from California . alone. The contract workers,
though fewer in number, swell the above figure consider-
ably. In 1950, 70,000 were brought into the United States,*
and in 1951, over twice that number

The yearly migration from northern Mexico passes
through the border states and then spreads fanlike through-
out most of the farm states in this country., The braceros
concentrate most heavily in three rich farm regions: the
Lower Rio Grande Valley of Texas and the San Joaquin
and Imperial Valleys of California. Many also work sea-
sonally on farms in Utah, Colorado and New Mexico, in the
Northwest, and in the southern states of Arkansas and

Mississippi. Many of the illegals, and almost all of the .

contract workers, return to Mexico each year, thus giving
a tide-like seasonal pattern to their migration. The ones
that stay after the harvest periods go into semi-hiding near
the border town§, or disappear in the Mexican districts of
such large cities as Los Angeles.

A System of Virtual Peonage

The use of Mexican immigrants as cheap manual Jabor
on the great Southwestern farms is not a recent occurrence.
It is a thoroughly entrenched system, “a systematic ex-
ploitation of an underprivileged class of humanity as cheap
labor.”# In the two states where braceros are used most in-
tensively, Texas and California, the practice is more than
a century old. In Texas, braceros early replaced the native
Indians as farm workers and have been the basic labor
supply on the lange farms ever since. In California, bracero
labor is but the latest stage in a long history of exploiting
foreign workers on, farms.

In summarizing the migrant’s plight the only difficulty
that arises is whether to compare their conditions to peon-
age or slavery. In the words of an officer of the Immigra-
tion Service, their life is a “horrible peonage . . . slayes
are treated better than the men on some of the farms we
have visited.”?

Although they are attracted by the promise of high
wages, the braceros come in such numbers that they are
actually forced to accept wages which permit only a bare
subsistence. The wage system for braceros, and for Amer-
ican farmi labor in general, is governed almost entirely by’
what the traffic (the workers) can bear. In most areas the
prevailing hourly wage for illegals varies from the rare
maximum of sixty cents down to sums of five or ten cents,
Wages for legally recruited contract workers are only slight-
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ly higher, varying according to pressure from the Mexican
government.

As low as these figures are, real wages are usually even
lower. Deductions for spoilage, for bailing wire, for garry-
ing sacks, all reduce- cash pay. Piecework pay, and daily
eight-hour wage 'rates for ten and eleven hours -of work
are commbon. There have been many reports of men work-
ing for weeks and never getting paid.

Most of the illegals, and all of the contract workers,
are restricted to one type of work, manual farm labor. And
in this work they are generally restricted to the hardest
jobs, the stoop jobs: cotton picking, vegetable thinning, etc.
Those illegals able to escape from| farm work and find jobs
in cities are even there confined to.the lowest-paying work
at manual-labor.

Off the job, the braceros find no respite from their
harsh conditions, A bracero’s house, most commonly the
house of many braceros, is usually the crudest sort of
shack or hovel. Often it is no more than a ditchbank cave,
and for many their roof is the open sky. Sanitation facili-
ties in their shacktowns are of the crudest sort. Health and
social services are nonexistent. The diseases bred by such
conditions are spread by rapid migration. As a result the
braceros suffer a disease-death rate much higher than that
of the native populations.’

A Means of Depressing Wages, Dividing Workers

These are the conditions the braceros face in this coun-
try: extreme overwork, miserably low wages, living condi-
tions often worse than those of farm animals, and the hatred
of the native population wherever they work. Before ‘going
further into the problem of the braceros it is necessary to
analyze the source of this hatred. It is a result of other so-
cial problems which the presence of the braceros has so
greatly aggravated. '

In many areas where braceros are widely used their
employment has depressed the wages and working condi-
tions of residents far below average U.S. levels, Illegals
and contract workers cut into rather than supplement the
domestic labor force. They push tens of thousands of Ne-
groes, Mexican-Americans, and unskilled non-Mexicans,
already the poorest workers, out of both farm and city
jobs. Native workers_ are forced to become transients them-
selves and work for lowered wages. As a consequence, thou-
sands upon thousands of Texans migrate northward each
year in search of better jobs.®

The whole process is hardest on the native farm mi-
grants who suffer doubly because of exploitation of the
braceros. Not only can they find fewer jobs, and jobs for
shorter periods, but they are forced to accept wages no
higher than wages paid to the braceros. In the midst of a
general national prosperity our miigrants have been fight-
ing conditions often worse than those of the depression.
For a period in 1950 there was widespread publicity about
migrants who not only were poor and homeless but actually
starving in California. It is more than a mere coincidence.
that there are today in the United States between one and
three million native migrant farm workers, a number equal
to the estimate of each year’s bracero influx.®
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The results of bracero employmént have been felt ngt
only by farm workers and unorganized city workers, but
by the organized labor movement of the Southwest as well.
The braceros today constitute, in fact have always consti-
tuted, the most effective anti-union weapon the Southwest’s
farm-ownérs possess. Organized labor in Texas has for dec:
ades pointed directly at Mexican immigration as the source
of its weakness. In Texas it is common to see illegals work-
ing alongside union men even in the building trades, a field
completely controlled by unions in most states. ffor forty
years organized labor in Texas has claimed to have fought
Mexican immigration, but has so far been unable to. pre-
vent it.

The Southwest’s labor movement would strike at the
heart of its problem if it turned its wrath from the im-
poverished braceros to the employers who use immigrants
against the union movement, Not only the big growers
but city employers as well have long used braceros against
the unions, both directly as strikebreakers and indirectly
as a threat against any type of union activity. Both ille-
gals and contract workers have been used against almost
all the National Farmj Labor Union strikes in California.
The same has been done in Texas, where the employers
have even gone to the extreme of using contract workers,
with the consent of the federal government, to influence
union elections.!®

The growers do.not limit themselves to direct anti-
union activity. They also use the braceros against other
workers on the job. On:almost all the farms there exists
the practice of job division, the separation of Amierican and
bracero workers into different areas, different jobs, dif-
ferent responsibilities Mexican workers are paid less for
the same work Americans do; Mexicans, -even Mexican-
American citizens, are shut out of jobs that carry respon-

‘sibility; they are always given the hardest, the least de-

sirable jobs; and everything possible is done to separate
the American and bracero workers, to create competition
and discrimination among them, and so divide them or-
ganizationally. The practice is by no means new, It is only
a continuation of the discrimination that has always been
used against minority groups of farm workers in the South-
west.

As might be expected the growers often receive aid from
the government in their anti-union activity. To cite only
a few.cases:

During the famous DiGiorgio farm strike in Califor-
nia illegals were shipped into the area and brought through
the picket lines to work in the figlds, with the knowledge
of the authorities but without action on their part.’!

In Laredo in 1947 employers were aided by the Immi-
gration Service and the U.S. Consul to break a strike with
illegals.1?

On top of such open subversion of the law, local sher-
iffs and their hoodlum deputies have worked hand in glove
with the vigilantes to terrorize the workers and their lead-
ers when they make any attempt to unionize omotherwise
protest their conditions.

Another group of Americans that suffers greatly from
these conditions.is the large Mexican-American population
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of the Southwest. Already one of the poorest and most op-
pressed national groups in this country, they suffer doubly:
they lose their jobs to the braceros and are forced to work
for lower wages both on and off the farms; and they suf-
fer an increased discrimination from American workers who
see in all Mexicans the source of their troubles. The Mexi-
can-Amferican then reacts against this double pressure and
turns against the bracero as ferociously as does the Amer-

~ican worker.

The total effect of this anti-Mexican prejudice, as seen
by the Southwest’s own sociologists, has been to retard by
over a generation the assimilation of the Mexican-Ameri-
can population into the main current of American cul-
ture.’® The enormous influx of braceros, carrying with them
their own language and customs, has made lange sections
of the Southwest once again a cultural peninsula of Mex-
ico.

Forces Behind Large-Scale Migration

" The “bracero problem,” which is the entire problem of
emigrant Mexican workers in the United States, involves
two large groups of ‘these workers and two definite prob-
lems: the so-called “‘wetback problem,” which involves the
great mass of braceros who come illegally into this coun-
try; and the “contract-worker problem,” which has been
created by the government’s attempt to legalize the bra-
cero labor system. Most writers use the term ‘“‘wetback’
problem” alone, and thereby give the entire issue a strict-
ly legalistic cast, implying that a solugion can be found
in stopping illegal border ¢rossings and legalizing the for-
eign labor supply. This, in fact, is the approach of the
U.S. and Mexican governments who, in their frenzied ef-
forts to legalize the problem, have only aggravated it. The
superficiality of this analysis will become obvious with a
thorough understanding of the problem, the class problem,
of thé braceros.

On direct examination the problem appears to the ob-
server as a flood of braceros into this country, causing or
aggravating the problems already existent in the South-
west. Two forces account for this migration, the one push-
ing the braceros out of Mexico, the other pulling them into
the United States.

The forces pushing the braceros northward are not new;
the present flood is only a part of an emigration that has
been occurring for decades. First the Spanish and later
the Mexicans moved northward and settled the rich re-
gions of the Southwest, divided the land into great ranchos
and founded its agricultural and mining economy. Later,
with the entrance and eventual dominance of American
settlers from the East the MeXican population became the
chief supply of manual labor on the farms and in the
mines. In California a great number of foreign groups,
Japanese, Chinese, Italians, East Indians, Filipinos, and
many others have one after the other been the major source
of manual farm labor. The "Mexicans are but the con-
tinuators of this state’s foreign labor supply, while through-
out the rest of the Southwest they have never ceased to be
the major source of such labor.

One of the reasons for the great expansion of Mexican
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migration n the recent past can be seen in the population
figures for that country, In 1930 the population of Mexico
was about 16.5 million, ten years later, 19.6 million, and
by 1950 it had grown to 25.5 million; an “increase of 9
million, almost 55%, in only 20 years.”™ Without a cors
responding development of Mexican economy present con-
ditions became inevitable.

In the last decade an enormous increase in the cost of
living has intensified economic pressures on great num-
bers of Mexican workingmen. In May 1948 the cost of
living index, calculated on a 1939 base of 100, was 314.2.15
Since the end of the war, inflation has be¢n coupled with
unemployment in many areas. And in 1950, the year the
migration reached its peak, a widespread drought occurred.
As a result of all these factors great numbers of Mexicans
feel an irresistible push northward.

Huge Profits in Imported Labot

And the Southwest by no means resists the bracero;
rather it exerts a force which would drag the bracero north-
ward even if he were not pushed so strongly by his own
country. The owners of the large Southwestern farms want
a cheap labor supply, they demand Mexican workers. To
maintain this supply, the large growers have since 1942
conducted large-scale recruiting of braceros, both legally
and illegally. Farmer’s agents and independent labor con-
tractors use handbills, word of mouth, and even 'rildio an-
nouncements to spread word, actually untrue.rumors, of
high wages for farm workers in the United States.- After
attracting the workers into this* country, often smuggling
them in, the agents and -contractors often pack them into
trucks and ship them as they would merchandise to the
farms,

With unemployment and living conditions so bad in
Mexico, this active recruiting has made jobs in the United
States appear so good that braceros have been willing to
pay to be smuggled across the border. Though transport-
ing braceros into the country is a conspiracy and an action
in violation of immigration laws, prosecution of the smug-
glers has been slight. This is not the least surprising when
one knows who the illegal entrants work for. In one Texas
area, for instance, according to a ‘veteran immigration of-
ficer, one-half the grand jury had illegals working for
them.*¢

Alongside illegal recruiting, legal recruiting of contract
workers has gone on steadily since 1942. The history of
this recruiting, the agreements between the United States
and Mexico for bringing in Mexican workers, will be cov-
ered in a later section.

The reason the growers demand bracero labor is mainly
the profits that can be made by paying them very low
wages. An example of the profits to be made from using
these men is the report of a study made of Texas’ Lower
Rio Grande Valley where in 1949 the farmers made over
$5,000,000 extra profit on their cotton crop alone by the
payment of substandard wages.*”

Furthermore, the growers have no legal responsibility
for the illegals; there are no social security taxes to pay,
no compulsory insurance, no need to provide housing or
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other’ facilities. Also, these workers are illegal aliens, im-
mediately deportable, and have no organization behind
them. They can neither protest nor change the conditions
the. growers impose upon them. Contract workers, while
entitled by .law to some benefits, are also aliens and im-
mediately deportable if fired from their jobs, and so they
can protest no more effectively than the illegals.

As an excuse for hiring braceros, the growers allege
that native workers won’t do stoop labor, though Ameri-
cans do such work wherever braceros aren’t hired. Because
many stoop jobs require a great deal of skill and training
farmers demand a constant supply of such labor., The
most desirable workers are therefore men who are com-
pelled to return each year, men who are isolated from the
general labor market. Foreigners, especially contraat work-
ers who are imported and deported each year, are in great-
est demand for this type of work since their isolation is
assured. The labor contractors who hire most of the men
and bring them to the farms are commonly paid $1.00 per
man per day for supplying this type of 'worker, and are
often given a monopoly on the gambling, liquor and pros-
titution rackets in the labor camps.1®

The usual excuse given for hiring braceros is a lack of
local labor. While this is sometimes true in certain areas
at harvest time, there is almost always available native

labor in adjoining areas. Most so-called “shortages of’

domestic labor” are really shortages at the “prevailing wage
rate.” The prevailing wage rate is of course the subsistence-
level wage for illegals. Though the growers usually claim
that grefter labor costs would break them, the same crop
is almost always produced at-a profit elsewhere with legal
labor and at higher wage rates.'®

The employment of illegals is actually not prohibited
by law, though it is illegal to harbor a fugitive. But fed-
eral courts have said that this is not punishable since there
Is no specific penalty in the 1917 immigration laws. As a
result there has never been any prosecution of growers who
employ the illegal entrants.

Government Policy on the Bracero Problem

Tihe ipolicies of the government toward the illegals have
been carried out by the Border Patrol. These policies, and
the actions of the Patrol, are inconsistent and vacillating.
‘The Border Patrol has ncver had a discernably clear pol-
icy tofvard the migrants; their actions can only be under-

stood as a result of two forces: the degree of public pro-

test and the demands of the big farmers.

This is well illustrated by an occurrence that has since
been dubbed “The Ll Paso Tea Party.”2® In 1948 the
Patrol was carrying on a campaign against the illegals,
arresting and deporting them in large numpbers. At this
time the growers in the area were clamoring for Mexican
workers, claiming they couldn’t get enough Americans to
harvest their crops. This was an election year and Presi-
dent Truman was making a campaign tour through Texas.
It is reported that a delegation of local farmers and poli-
ticians complained to the President about the situation,
especially at the indifference of the Patrol toward their
harvest lahor needs. Immediately thereafter a meeting of

‘.J—ﬁ
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Immigration’ Service officials was held in El Paso. In the
next forty-eight hours, 7,500 illegals crossed the border
near thé city, under the noses and apparently the closed
eyes of the Border Patrol, into the eager arms of the wait-
ing farmers As could be expected, no explanation has ever
been given by the Immigration Service.

In 1949 the Patrol in California carried out wholesale
deportations. After a period these deportations dwindled
down to almost nothing. And by no ‘means because all the
illegals had disappeared. In 1951, with a surge of publicity
over the problem, wholesale arrests and deportations be-
gan again throughout the Southwest, finally culminating
in the famous “wetback airlift.” With the disappearance of
the problem from newspaper headlines deportations again
slowed.

- In general, the efforts of the Patrol to keep border
jumpers out of the country have been a failure. The illegal
entrants have a 1,600-mile border to cross, most of which
is desert wilderness. Though most of the illegals cross in
areas of Texas and California closest to the farms, it is
still an almost .impossible job to keep them; out. Most of-
ficials and observers hold the view that a 1,600-mile fence
plus the entire U.S. Army would be necessary to keep all
the illegals out of the country.?

I1

To judge by its actions, the U.S. governmentt considers
the bracero to be something'less than a human being. While
it has made a few demagogic attacks on the exploitation
of farm labor, in action it has perpetuated the bracero
labor system. It has insured the growers a legal, govern-
ment-recruited pool of cheap labor; and it has done ab-
solutely nothing to solve the problems of the migrants. In
all its efforts the government has ignored the problems of
the bracero, of this country’s own farm laborers, of U.S.
farm labor unions, and of the Southwest’s three million
Mexican-Americans. Its actions have only enriched the
corporation farmer and labor contractor.

Active recruiting of foreign workers began during the
last war and has begn continued to the present, with the
exception of a short period in 1947.* From 1942 to 1947 —
the period of wartime legislation — the United States had
a formal agreement with the Mexican government to re-
kruit their nationals for farm work in this country. Simi-
lar agreements were mfade to bring in workers from Can-
ada, Newfoundland and the British West Indies. In 1945
the number of foreign workers in the United States peaked
at about 120,000 of which Mexicins were the greatest
percentage. During the wartime period the approximate
average number of Mexicans under contract each year was
68,000, In April 1947 Congress ended the program, and
ordered the repatriation of all foreign workers by the end
of the year.

Faced with ithe prospect of losing their cheap and easily
manageable foreign workers and having to hire Americans
who had become accustomed to higher wages and better
living conditions in wartime industry, the farmers im-

mediately protested the government’s action. By ¢laiming

a shortage of domestic labor the farmers got the U.S. Em~
ployment Service to certify such shortages at prevailing
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wage rates. That is, if Americans would not work for the
wages the farmers offered, then there existed a labor short-
age. With the approval of the USES the Immigration Serv-
ice allowed foreign workers to remain in this country for
limited periods. This procedure was followed repeatedly,
permitting the foreign workers to remain in the United
States as long as they satisfactorily served their employers.

Alibi of the ‘“Prevailing Rate”

Ever since then the growers have used the device of
“prevailing wage rates” to secure authorization of labor
shortages. Almost without fail the USES has certified such
shortages even though domestic labor was often plentiful
nearby. The few areas where real shortages did exist were
almost always areas from which American workers had
been driven by the competition. cof illegals. Actually there
has never been a proven shortage of domestic farm labor:
in this country, not’even during the war.?

When the wartime agreement expired, heavy pressure
from the 'farm associations pushed the two governments
into a new series of formal agreements for the recruitment
of Mexican Nationals. With the very first of these post-
war pacts the Mexican government entered on a policy as
subservient to the American farm associations, and even
more hypocritical, than the policy of the U.S. government.
On the one hand, the Mexican government has continually
protested maltreatment of its nationals and violations of
the agreements, even going so far as to denounce the first
postwar pact. But it has never acted to prevent the hiring
of its citizens. It still authorizes and even helps in Ameri-
can recruiting programs.

Just as the U.S. Border Patrol determines its policies
empirically, so too does Mexico decide its policies. On the
one side it feels the pressure of its citizens, outraged at the
treatment of their countrymen in lthe United States, and
on the other side it feels the even greater pressure of Amer-
ican business. The Mexican government responds, though
complainingly, to the flood of American capital which has
been pouring into that country for the past feaw years.?

The demand -of the growers for renewed contracting
brought about an agreement between the two governments
in February 1948. During this period of demand by the
farmers, the NFLU reported ithey were receiving many
letters from American farm workers asking for jobs.* It
demanded immediate suspension of the pact, claiming that
the farmers wanted the agreement so they could maintain
low wage rates and break tthe union by using the Mexi-
cans as strikebreakers.

In October 1948, with widespread illegal entry into
the United States, with employment of Mexicans outside
the scope of the agreement, and with its viclation becom-
ing more common than its observation, conditions had be-
come so openly bad that the Mexican government de-
nounced the agreement.

Continued demiands by the growers led to the signing
of another agreement in August 1949.° A key provision
permitted the hiring of Mexicans already in the United
States and the regularizing of their immigration status for
the period of their employment. In effect, this provision
legalized the traffic in illegal entrants. This was admitted-
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ly ithe main desire of the growers, and according to the
State Department it was the best mkans of solving the
problem. Ernesto Galarza, the educational director of the
NFLU, accused government officials of subjecting the
“availability” provision of the agreement to fifteen dif-
ferent interpretations. He accused the California Farm
Placement Service of certifying shortages of - American
workers when they actually were available but wouldn’t
work for bracero wages. He also accused the government
of deliberate lying, stating, “I now say publicly for the
first time that government officials have deliberately mis-
led the NFLU on the facts.”®

A Sop to Public Discontent

The question inevitably arises: why did the agreements
accomplish nothing toward solving the problems their
backers said they would .solve? Ostensibly they were to
alleviate labor shortages and prevent hiring of illegals by
“making possible the legal hiring of foreign workers. Actual-
ly, they were designed only to make the existing labor sys-
tem more acceptable to the Mexican government and other
protesting groups. This is clearly admitted in a State De-
partment bulletin which said, “Negotiation of an agree-
ment with Mexico is not' the adjion which determines
whether foreign workers shall be brought into this country.
The agreement represents an effort only to assure that
those workers who are legally admithed into the United
States pursuant to the action taken by the USES and the
USI & NS are employed under principles and procedures
acceptable to both the Mexican and the U.S. govern-

-ments.”’” Actually Mexicans always could and still can
be legally admitted into the United States without the
approval or even the consent of the Mexican government.

'By 1950, when the last agreement expired, conditions
had gtown so bad and the demand for foreign labor had
grown so great, that another pact was engineered. At the
same time the NFLU was complaining that between 60,000
and 80,000 native farm workers were available for work
in the Imperial and San Joaquin Valleys, but even so, due
to bracero-depressed wage rates, employers could claim a
shortage of “available” labor.

In early 1951 the whole problem became even more
widely publicized and criticism of the government in-
creased to the point where some new action became nec-
essary.

In March the NFLU forced the deportation of 115 il-
legals who had been legitimatized in an'unlawful processing
operation at Calexico.® Ranchers had been rounding up
illegals in the United States,” shipping them to the border
in trucks, and having them step over and back across the
border so they could be certified as new entrants and then
lawfully sign contracts. It was estimated that over 4,000

Hllegals had been certified by Ithis method in one two-week.

pperiod.

Then came the famous series of articles in the New
York Times, exposing — or rather publicizing, since it had
never been secret'— the whole system of bracero labor in
the Southwest: the open hiring of illegals, the vacillating
policies of the Border Patrol, the fabulous profits gained
from bracero exploitation, the terrible effects upon the
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social status and living conditions of the Southwest’s Mex-
ican-Americans, the use of braceros against unions, and
the condonemenlt and support of the whole system by gov-
ernment officials all the way up to Washington.

In April the President’s Commission on Migratory La-
bor turned in a' report which generally substantiated all
the criticisms made of the employers and the government
by the NFLU.?

In the same month a blast came from Mexico, where
the problems involved in recruiting workers had become a
major governmental headache.'

Thousand of ragged workers from all parts of Mexico
had joined in a’ “pathetic stampede” marked by hunger,
sickness, repeated violence and several deaths to gamble
on the slim chance of obtaining contracts. Accounts of the
hiring procedure remind one of the early Amkrican slave
markets. The braceros were herded by the police and the
army as though they were animals. Hiring was done on
an individual basis, the contractors inspecting each man
and selecting only the poorest, the most submissive, the
least likely to protest their conditions. Until .the workers
were loaded onto buses and trucks to be taken directly to
the farms they had no way’ of knowing who they would
work for, where, or for what wage.

By this time pressure had become so great that Con-
gress decided to “do something.” Ignoring the protests of
the American labor movement and the Mexican govern-
ment, Congress “solved” the problem with the Poage-El-
lender Bi‘lil. The bill provided for the hiring and importa-
tion of braceros by the two governments — a provision
strongly opposed by the U.S. labor mbvement — but con-
tained no penaltxes directed against employers® of illegals
— ithe provision most strongly demanded by labor. The
Secretary of Labor was to--authorize the importation of
Mexicans to those areas he certified as being short of do-
mestic labor. There was to be no employment of Mexicans
in jobs where domestic workers could “reasonably” be ob-
tained, where employment of Mexicans would adversely
affect 'wages and working conditions of domestic agricul-
tural workers, or wherever labor disputes existed.'*

Fifteen minutes after thé bill became law, the United
States asked Mexico to negotiate a new agreement. A pact
was soon completed, though Mexican officials said it
would be effective only for a “limited period to give the
United States Congress an opportunity to act on President
Truman’s recommendations for legislation to penalize em-
ployers of wetbacks.”** To date, this pact has been extend-
ed twice.'s
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Labor in Revolutionary China

A First-Hand Report

We are happy to be able to proyide our readers with th(
following first-hand detailed account of the conditions of
the working class in the New China. The period covered is

- from Mao Tse-tung’s victory over the Kuomintang regime

in 1949 up to the end of 1951 when the article was written.
The author is a leading 'Trotskyist with many years of ex-
perience in the Chinese labor and revolutionary movement.
Another installment of this study will appear in a subsequent
issue of Fourth International.

L

In the period immediately after liberation, the policy
of the Chinese Communist Party was oriented in its en-

tirety on “developing production, improving the economy,

maintaining equality between the private and public sec-
tors, between Capital and Labor.” The new power had
confiscalted the State enterprises and the “bureaucratic cap-
ital” of the Kuomintang, but. it protected other capitalist
properties. It is estimated that the proportion of workers
in State and private enterprisés is 1 to 1. But the majority
of State workers are in heavy industry.

Struggles in the Factories After the Liberation

Shanghai was liberated in May 1949. During the next

seven months, from June to December, the number of con-
flicts between workers and employers in the private en-
terprises of Shanghai was as follows, according to statis-
tics published by the General Trade Union of Shanghai.
JUNE JULY AUGUST SEPT. OCT. NOV. DEC.
688 661 827 467 201 148 352
During this pariod the workers were demanding the re-

sumption of production, increased wages, phyment of a
13th month at the end of the year, etc. These demands were

the basis of 98% of the struggles. Plant shutdowns and

the discharge of workers by employers was, in the begin-
ning, the cause of only 1% of these struggles. During this

period the working class was very active. An article in the
Shanghai paper, Liberation (August 1949), analyzed the
numerous labor struggles which broke out in all the cities

- after liberation in the following way: “On the one hand,

there was the desire of the working class for revenge and
for struggle, after liberation, against certain reactionary
capitalists who had insulted it under the Kuomintang re~
gime, by oppressmg it on the political level and exploiting
it on the economic level.- This desire confronted the capital~.
ists with disquieting uprisings, who from then on adopted
an indifferent attitude towards production.

“On the other hand, there is a deficiency in the political
views of certain workers who are ignorant of the economic
conditions of Chinese society and are raising exaggerated
demands. Obviously certain of their demands are justified.
But in a period when the war is not yet over and produc-
tion is little developed, it is difficult to satisfy them. In
reality, the labor struggles are developing in such a way
that there is neither victor nér vanquished, buit the resto-

‘ration and development of industry are hindered by them.”

A “demtocratic” capitalist complains “that in the first
period of liberation, the majority of workers only saw
kheir immediate interests and neglected the improvement
of production. Also, certain workers struggled against their
employers, like the peasants against the landowners and .
rich peasants.” This kind of reporting occurred repeatedly.
It is even reported that other workers demanded complete
suppression of the capitalists, and in Tientsin, the con-
fiscation of the factories.

During this entire period the sole aim of the CP was
“to restore production” and to find the means for helping
the capltallsts preserve their enterprlses In August 1949,

‘the new regime published a series of “provisional laws” on

the relations between workers and capitalists. These docu-
ments spécify that “the workers must comply with factory
administrative regulations and with the work orders of the



Page 50

capitalists. The capitalists alone have the right to hire
and fire workers and personnel.”

Those already dismissed can only be reinstated on the
job if the employer himself decides to rehire them. “It is
forbidden to occupy the factory by force or fto compel the
capitalists to rehire or to impede the smooth functioning
of the enterprise in any way whatsoever. The workers and
unions are in no case authorized to seize buildings, ma-
chines, raw materials, furnishings and property of the cap-
italist, nor to take over or automatically distribute these
properties.” The length of the working day varied from 8
to 12 hours. Al labor conflicts must be settled by “nego-
tiation.” If the iatter fails, the Bureau of Labor is ‘the

mediator. If it also is. unsuccessful, a last appeal may be

made fto the Courts. “Prior to any decision, the two parties
must maintain normal production, which means that the
employer must not close the factory nor suspend payment
nor decrease the amount of wages; for the workers, it means
that they must conltinue to produce at the same tempo and
maintain discipline.”

This law, in effect, suppressed almost all the workers’
rights, and during the last months of 1949, the closing of
factories by the capitalists and the demands for employ-
menit by the workers caused numerous conflicts, These fac-
tors enter into as many as 58%. of -the struggles in Shang-
hai, which is readily understandable since the governmen-
tal laws dealt a very heavy blow to the working class.

At the commencement of liberation, the “labor groups”
which the government sent into tthe factories for trade
union work felt the pressure of the masses and “always
took sides against the capitalists.” This activity was im-
mediately “corrected” by the “higher-ups.” Thus, in order
to carry out the orders of the government, which “repre-
sented the workers,” the “labor groups” accepted unfavor-
able terms. If “their representatives” were unable to con-
virrce the workers to accept these conditions, the Bureau
of Labor and even the Army of Liberation were authorized
to intervene. _
~ For example, in a large textile manufacturing plant in
Shanghai, where the workers had molested “their repre-
sentatives,” the Army of Liberation received an order to
suppress the disturbance. Eight workers were killed or
wounded. At Tientsin, from February to April 1949, work-
ers’ discontent steadily mounted and Lui Shao-chi made
a personal appearance in order to try to restrain the dis-
contented workers, called them “Kuomintang agents” and
had several arrested. Nevertheless, it is true that some
Kuomintang agents were involved. This policy brought
about a definite decline in the workers’ movem®nt begin-
ning with May 1949 at Tientsin and August 1949 at Shanz
hai. The “provisional laws” on the relations between work-
ers and capitalists were promulgated in ‘August, and ac-
cording te the statistics previously given, we can affirm
that from| this period on labor conflicts steadily declined.

Employers Sabotage Production

In February 1950 planes from Formosa bqmbed most
of the power stations in Shanghai, causing a work stoppage
in many factories, mainly, in textiles and silks (70%).
This was the critical moment for the economy. Lack of raw
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materials and contraction of the market had driven light
industry to the wall, to the point of suspending production.

It was reported: “The capitalists lost confidence” ang
“became unduly worried. Making not the slightest effort
to improve production and their relations with the workers,
they did not try to foresee a better future but despaired
of being able to produce and quit their factories. Many
contractors abandoned their factories at this time, refused
contracts, and when they could not: continue in business,
they sold their raw materials in ordér to pay wages.”

Financial difficulties and workers’ struggles were the
cause of this attitude of the capitalists. If we were to be-
lieve the numerous reports published at this time, “the po-
htiecal consciousness of the working class was not very
strong. The workers were taking revenge for their previous
exploitation.” “Concerning themselves only with the im-
mediate present, they neglected their long-termj interests,
and refused to join with the capitalists in order to over-
come present difficulties.” Even more, “the workers in-
sisted on continuing production. Far from wanting to neg-
otiate, they wanted to use force.” Therefore “the struggles
were hard to resolve.” “Whilke the workers, misundertand-
ing their role in society, were insisting on demands that
could not possibly be satisfied, the capitalists were losing
cénfidence in the future,” etc.

This description depicts the sharpness of the ¢lass strug=<
gle and is confirmed by the statistics of labor conflicts in
Shanghai from October 1949 to September 1950 given by
the National General Union:

Oct. Nov. Dec. Jan, Feb. March
201 148 352 1231 736 1077
April May June July Aug. ‘Sept.
1108 826 694 662 820 599

Shanghai accounted for 41% of all the conflicts cov-
ered in a census of 13 different cities. As an industrial city,
Shanghai was characteristic of all Chinese cities.

In the first months of 1950, struggles increased several
times over those of the last months of 1949.

The capitalists, aware of the urgent needs of the State,
made use of this to force the State and the public enter-
prises to grant them financial aid and to renew the strug-
gle against the workers, in return for which they would
endeavor to increase production. From then on (March
1950), under the pressure of, financial difficulties and the
class struggle, the government changed its policy and gave
“powerful” support to the capitalists.

Government Favors Capitalists

This attitude was a logical consequence of the previous
policy. Here is how the gdvernment resolved social con-
flicts,

In April 1950 the director of the Labor Bureau at
Shanghai, Ma Sun-ku, announced the intention of the gov-
ernment to settle social problems as quickly as pdssible and
to prevent their reappearance. (Libemation, Shanghai,
April 25, 1950.)

As early as February 6th, at the congress of workers’
representatives of Shanghai, the President of the General
Union, Lui Tchan-sien, admitted that it was necessary to
correct the tendencies of a minority of the working class
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which was too concerned with immediate interests to the
detriment of its long-term ones. He added: “Our workers
must make concessions so that factories having difficulties
can contipue to produce.” He complains, finally, of the
bankruptcy of GP members who do not know how to edu-
cate the workers and raise their political level, but who act
like sectarians or permit themselves to follow: the masses
instead of leading them, as trade union representatives
should do. The workers of Shanghai must develop their
class consciousness and accept a temporary lowering of
their standard of living. They must be ready to refrain
from collecting all their wages, and to eat black bread, in
order that production should be maintained. If that proves
inadequate, it is necessary to be prepared for all sacrifices,
even. for evacuation to the countryside. (Which means that
many layoffs were being planned) — (Chinese Workers No.
3, pp. 5-7, publication of the National General Union).

This policy was adopted by the party in March and
subsequently applied in all the big cities of the country. A
conference of all directors of the Labor Bureau held in
Peking in which representatives of the trade unions and of
the capltahsts participated. The prime goal of this ‘con-
ference was the creation of a “Consultative Committee of
Workers and Employers.” The resolutions of -this ¢onfer-
ence were offmally published in May, but had been ap-
plied in effect since March.

Upon submission by the Labor Bureau, the “Consulta-
tive Committee of Workers and Employers” becomes the
legal organ of negotiation between two parties. It does not
take responsibility im matters of the administration and
control of businesses. It comprises an equal number. of
workers’ and employers’ representatives. The President of
the Union is the acknowledged representative of the work-
ers inside this organization, which has to deal with col-
lective contracts, with improvement in technique, and which
is to supervise the application of social legislation regard-
ing ‘wages, length of working hours, workers” welfare, etc.

The directors of the Labor Bureau, clearly defined the
prmwpal aim of this Committee, which is “to develop
productlon, improve relations between workers and em-
ployers,” etc. The Committee has not interfered with the
capitalists’ right of administration and control. On the
contrary, it has taken measures to assist them in better
applying their administrative rights and duties.

An editor of the People’s Journal writes: “The workers
must respect the admiinistrative right of the employer and
must - adjust their conduct along the. lines of striving to
maintain and develop production in order to-restore. the
consciousness of the capitalists. The workers fear that. the
capitalists will create difficulties for them by reducing
wages or. by layoffs . . . and they prefer a continued state
of conflict within the plant to negotiation. These, tendencies
are not good . . . If the capltahsts really have difficulties,
the workers must make concessions in order to maintain
production.”

And the author continues by turning to the capitalists:
“You must understand-that each machine must be used
by the workvers If you continue to oppress. them,  their
activity will decline and consequeptly the output of. your
plants will also decline.’ You will therefore gain no advan-
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tage by this. The Consultative Committee of Employers
and Workers offers you a new means for realizing a demo-
cratic administration. It is not by voting procedures, with
the minority obeying the majority, that these problems
will be resolved, but by democratic negotiations . . . The
workers must not intervene in administration, but on the
contrary must increase the effectiveness of employer ad-
ministration.”

Lui Tchan-sien, addressing the Consultative Political
Conference of the People, declared: “To improve produc-
tion by private businesses, workers and capitalists must
tell themselves that they are like shipwrecked people in
great peril, and must consequently stop their quarrels.”
As President of the General Union of Shanghai, he gives
guarantees, to the capitalists and tells them: “If you re-

‘gain your confidence and the desire to improve your

businesses, the Union will support you in every way. It
must be understood that the spirit of sacrifice of the
workers is strong enough to bear all difficulties.”

Role of the Consultative Committees

Consultative Committees of Employers and Workers,
were therefore set up in all the cities, but what was their
activity? Let us not forget that at this time the class strug-

gle was violent, the workers-fiercely defending their wage

and employment level, while the members of the Commu-
nist Party, ostensibly the “objective representatwes” of the
workers, were in fact always supporting the employers.
Example: “After negotiations between employers and
workers, the employees of the Sang-Hwa Pharmaceutical
Laboratory, fully understanding the difficulties of their
emplayers, voluntarily refused the payment of a thirteenth
mionth.” “The ‘Hon-Fon textile converter made a profit, of
only 300 million yens up to April 1950, and the employees
who originally receive 88.7 units per month* voluntarily
proposed that their wages be reduced to 30 units. The di«
rectors of this converting firm thereby regamed thejr con-
fidence and hired additignal workers.”

There. were formerly 1582 workers and ‘12 clerks in the
manufacturmg firm of Si-Tai. There are now only 872
workers, indidcating a layoff of 821, and a drop in wages
was recorded there. At the manufacturing firm “Golden
Eagle” there has also been a decrease in the number of
workers by 36%, ‘and wages declined 70% ** The example
is cited of the ten Universal Works manufacturers, where
members of the New Democratic Youth and of the Trade
Unions,” after having accepted a wage reduction, volun-
tarily increased their work day by five hours.

In the Mai-Lin preserves plant, the workers voluntarily
requested a reduction in their wage and a'lowering of the
quality of their food, while the employees of another man-
ufacturer accepted a tenrporary lowering of their wages by
19 to 27%, and took special pains to economize on raw
miaterials and to avoid waste, We could give many exam=
ples of.this kind for many different cities, and we point
out in particular that it was after the creation of the work-

*There, is now a sliding scale of wages in China: The worker
always receives the same number of units on a conimodity
basis, money payment varying with the cost of living.

**Payment was on a piece-work basis.
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er-employer committees that all the workers suddenly
“wanted” to lower their wages and do not ask for com-
pensation in the event of employer successes.

In this period there were 150,000 unemployed. in Shang-
hai. With their families, the figure of those affected by
unemployment can be set at 500,000.

Workers Begin to Intervene

Capitalist and worker each understood the resolutions
of the Consultative Committee in his own way. The first
saw in them a means of obtaining orders from the State
enterprises. and the support of thé workers. Thus, in order
to secure government advances, they emphasized the num-
erous difficulties with which they were contending. They
feared intervention by the unions in administration and
above all into conditions of employment.

For the workers on the contrary, the Consultative Com-
mittee was .nothing but an instrument for oppressing thém
and preventing them from struggling. They consequently
had no interest in it and left the burden of these questions
1o their representatives.

“The workers imagine that the Consultative Committee
between employers and workers is a second Labor Bureau.
Some of them are still very much to the left and believe
that improving production means helping the capitalists.
For this reason it seems to them useless to take part in
negotiations. The union ghould decide and the capitalists
execute their decisions. In a Tientsin plant, a union leader,
unconcerned about obeying' the regulations of the Labor
Bureau, intervened in administration, changed the com-
position of the labor force and even gave orders to the
paymasters,” — ete.

In most of the plants, Communist Party members in
the unions, who were usually the “representatives” of the
workers, worked toward strengthening the confidence of
the capitalists while being aware of the hostile attitude
taken by the workers.

Several months later, thanks to improvement in the
State economy, ,to the stabilization of prices and to the
sacrifices of the working class, production was ‘effectively
restored in private industry. In this period the policy of
the Chinese Communist Party saved the capitalists. But its
preoccupation was not to help the capitalists exploit the
workers:

Although the law stipulates respect for the property
and administrative rights of the capitalists, the capitalists
had to miake a show of their “difficulties” in order to put
the policy of the Consultative Committee into practice and
secure the “voluntary cooperation” of the workers in wage
reductions, layoffs, economic use of ma‘teri Is and increase
in productivity. They were required to reveal the business
secrets of the enterprise, to open up their books, etc.

After that, the workers made “voluntary sacrifices,”
contenting themselves with giving their employers certain
suggestions on production; administration and welfare.
Some of these proposals could not be refused, and this was
a means whereby the Consultative Committee gradually in-
terested, the workers in production and'the improvement
of administration, thereby slowly bringing them to an in-
terest in business. These Committees were not therefore
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totally useless to the workers, especially after production
could be resumed. -

Reversal of the CP Policy
This policy of the Chinese CP provoked discontent and
hatred among the masses. After the change in orientation,

Dun Tse-hwei, vice-president of the Military Control Com-
mission of South-Central China, and Thlt‘d secretdry of the
CP in this region, published a report in the Workers Dailv.
This document, havmg been officially approved can be
considered as. revealing official tendencies regarding the
attitude of the trade unions.

Dun Tse-hwei writes there:

“Many of the factory trade ‘unions have recently adopted
the position of the capitalists, 'issuing the same slogans,
speaking the same language, acting like them. The unions
defend management, and certain workers in the Stafe en-
terprises reproach them for concealing the truth from
them. I believe they are right. The members of the unions
in the private enterprises have overstepped our principles
of concessions to the capitalists. They have served as their
mouthpieces by asking the workers to accept a lowering
of their living standard even in circumstances where this
was useless. In Fertam factories the capitalists could have
accepted the demands of the workers, but the union pro-
ceeded to convince them to withdraw these demands. In this
way they aroused their discontenf and were accused by
them of being ‘lackeys’ of the capitalists. For example, in
the coal mines of Ta Hye the workers, when they learned
of the dismissal of the unioke director, . were as joyful as
if they had learned of the liberation of Formosa or a raise
in wages. . . ” (Workers Daily, Aug. 4, 1950.)

In this connection, the editor of Chinese Workers also
admits that:

“In the strugg]e between capltal and labor, the union
.members did not jtake a position in favor of the workers;
they neither represented their opinions nor submitted their
demands, but they simply set themselves up as mediators
between the two. The union’s position consequently was
equivocal. . . Not having fulfilled its task, the union be-
came isolated ffom the nlasses ... Certain unions of the
State enterprises have behaved like servants of the ad-
ministration and have been deaf to the demands of the
workers.” (Chinese Workers, No. 15, p. 36).

As regards the workers’ discontent, we know that dur-
ing the months of July and August 1950, some 15 months
after the occupation of Shanghai by the Communist Party,
and at a time when its rule was already well established
there, 'the workers were complaining-in the neighborhoods,
in the street, on the trams, and in the factories, voicing
their disapproval of the unions, of the CP and even of the
government. -But there were no reprisals, not because the
Communist Party is so very democratic, but because the
discontent was too widespread in this period. At Shanghai,
qradle of the working class, the CP could do nothing. The
unions then were very remote from the workers and their
members had a difficult task. If they carried out the policy
of the government, the workers blamed them; if they sided
with the workers, the party accused them of being a tail
to the workers. Because of this, the representative prole-
tarian elements were reduced to impotence, and the others,
following the governmerital policy unreservedly, became
nothing but bureaucrats.
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The disclosures of, Dun Tse-hwei and the Chinese Work-
ers do no more than expose the natural result of the social
policy of the Communist Party,

The situation then was essentially characterized by two
facts: workers’ discontent on the one hand, restoration of
production on the other. The powers of resistance of the
bourgeoisie were gradually restored. It speculated on the
lowered quality of its products, or it corrupted members
of the Party. Consequently, at the end of July, the CP
policy towards the workers took a new turn. We have just
quoted the report of Dun Tse-hwei which was a first in-
dication of this turn, and which shows how the unions did
not fulfil their role or truly represent the workers.

Unions Urged to Defend Workers’ Interests
He says later on:

“Members of the trade unions in private enterprises
naturally must protect and defend the interests of the
working class, just as the Association of Trade and In-
dustry defends the interests of the capitalists. In no case
must they become mouthpieces-for the bosses or act the
role of mediators. While concessions must be made to the
capitalists, it is. nonetheless necessary to keep in mind
the interests of the working class. If the need does not
exist, there must not be an unprincipled protection of the
employers. The unions must not oblige employers to break
promises they have.already made to the workers.”

Further on’he adds:

“In the State enterprises, the position of the comrades
must not be confused with that of the administration, which
too readily supports the interests of the management at
the expense of the workers, and has too greatly increased
the severity of working conditions. Numerous laws have
been passed which place the workers at a disadvantage.
When that occurs, the unions must listen to the workers
and then negotiate with the factory for a revision of the
program. They must above all represent the workers, for.
mulate their demands, and even apply to the courts in
order to gain their objective of defending the workers.
This method of acting will favor the development. of pro-
duction and will aveid strikes or work stoppages.”

As regards the relations between the unions and the
authorities, each should remain in his place:

“The Peoples’ Governments represent the interests of
the four big classes, not ‘only those of the workers but
those of the peasants, petty bourgeois and capitalists as
well. For this reason it is difficult to find a correct at.
titude which will permit the conflicts between these classes
to be resolved, and it is difficult for the administration
to be impartial and avoid favoring one side or another.
Functionaries cannot easily avoid contamination by bureau-
cratism. Union members, therefore, must always adopt the
point of view of the working class when they study gov-
ernment laws. Similarly, if measures have been taken
against the workers, or if their interests have been de-
fended inadequately, the unien has the duty of exposing
these conditions to the government with the object of se-
curing their revision.”

He also admits that the union members are not the
only ones to be condemned for “we, too, have made con-
cessions to the capitalists. This year (1950) we never ac-
cused our comrades; we know that prejudices and new ele-
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ments existing in our organization bear part of the respon-
sibility for events,”*

Improvement and Enforcement of Wage Laws

In August the National General Union proceeded to
revamp its internal organization. At the end of September,
it decreed that as a consequence of the fall in agricultural
prices, commencing with October 1, all wages, whether on
a monthly basis or governed by the “supply-system,” had
to be included in the sliding-scale system calculated in units
expressed on the money basis of May 1950 prices, the
value of the unit increasing with prices. The Shanghai
General Union then issued the following declaration to
private and public enterprises:

“The unions must demand strict observance of the wage
laws from the employers or the administration. If they
are not at the level of the month of May, do not hesitate
to insist upon supplements, The difficulties which may
arise on this score in the private enterprises will be re-
solved by the Consultative Committee, Even if the price
of rice is lower than it was in May, they must nevertheless
fight to secure the difference. 'If the situation is good in
private enterprises, the unions must automatically demand
a solution of these problems from the employers in agreﬁ-
ment ‘with the Consultative Committee.,” (Chinese Work-
ers, No. 11, p. 30).

From August to December 1950, there were no more
articles in the newspapers and in the union periodicals on
“voluntary ‘sacrifice by the workers.” On the contrary there
is insistence on the effective support which the unions must
give them. “Since improvement in the economic situation,
from August to September, certain factories have been
able to balance their budget, or even produce a surplus,
After negotiations between employers and workers, certain
enterprises have increased wages to their original levels and
rehired dismissed workers.** Since the stabilization of prices
ather factories have established wages without a sliding
scale.” At Anyang the length of the workday was still 16
hours. At the end of December, after negotiations, it was
restored to 10 hours per day.

The workers have now regained the real wage which
they had before liberation. Although the laws have con-
solidated the right of exploitation by the capitalists, con-
fidence in the future has returned to .the workers to the
degree that living conditions have improved. We cannot
neglect this change which has been in effect up to today
(end of 1951), and which completely changes the situation
of the workers in the private entenprises.

Workers’ Conditions in Private Employment
At present few private enterprises, and only the small-
est, are in poor condition and find difficulty in balancing

*All above quotations from Workers Daily of August 4, 1950,

**In the first half of June 1949, the public and private en-
terprises at Shangai had set wages in relation to-the price
of rice. The latter rose in July. The employers then declared
the method of calculation unreasonable, Wages were there.

‘fore calculated in “units,” based on the cost of all foodstuffs.

The workers then suffered a relative lowering of their wages
since rice was practically the only commodity that rose in
prices. The unions busied themselves with subduing the dis-
content of the workers.,A knowledge of these facts permits
us to make useful comparisons with the present laws.
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their budgets. After negotiations between employers and
workers, the latter received the right to cooperate with the
administration and to be advised on all production plans.
The capitalists retain their property rights, but no longer
direct the business of the enterprises in a great measure.
Some contend that these factories will be nationalized.
Most of the private enterprises have-balanced budgets or
even show profits.

We often find advertisements and employment offers
in the newspapers. In 1951, all industrial organizations of
the North and Northeast advertised for skilled labor in
central China, which brought about an emigration toward
this region of a section of workers employed in the State
enterprise. The administrative Committee had to forbid
thesé shifts. Toward the end of last year, a textile ma-
chinery plant was constructed at Chang-Chu (Honan pro-
vince) which wanted to employ 10,000 workers. It ap-
pealed right up to the Hong Kong region in order to recruit
skilled workers. It seems therefore that industry has really
-been revived in China. In contrast, many workers in com-
merce are still unemployed.

This heavy demland for labor has brought about the
change in CP policy. The wages in most private enter-
prises have found their pre-liberation level, or have even
gone beyond. For example, at Fusan (province of Kwang-
tung) there were formerly 6 manufacturers of textjles; af-
terdiberation there were no more than 3; now there are 9.
The workers, working 8 hours a day, would earn 60,000
to 70,000 yen per day, which would surpass the pre-libera-
tion level if we evaluate this in Hong Kong dollars. With
one exception all wages are higher than those of Hong Kong
(under British rule). Evaluating them in terms of the
price of rice, wages in continental China are one-third
higher than those at Hong Kong, but the buying power for
industrial products is considerably lower.

The wage of a lathe operator in private industry at
Shanghal is 1,180,000 yen per month. A Hong Kong dollar
is worth 300 yen. This wage is 15 to 20% higher than
that of a ‘lathe operator in Hong- Kong. If this entire
amount were used for the purchase of rice, the wage would
be even 30% higher than that at Hong Kong; but if it is
used in the purchase of industrial products, it is lower.

In the largest private textile mmnufacturing plant at
Shanghai the wage of a coolie a short time ago was still
60 units per month, that is 327,180 yen. Te‘chni'cians and
administrators received a maximum of 1400 units, which
equals 7,634,200 yen. The unions have recently demanded
that the guaranteed minimum living wage for labor be set
at 500,000 yen; technicians and administrators were to be
given a cut in wage of two-thirds (400 units, or 2,181,200
yen). The demand was approved by the Labor Burcau and
applied beginning January 27, 1952,

How Grievances Are Settled

In the enterprises of the big cities, a great deal of at-
tention has gone into developing the welfare, education
and culture of the workers. Initiative in these cases rests
with the unions but the cost is borne by the factory. Ex-
penses for this account represent 5% of the worker pay-
roll. In plants of more than 100 workers, the .social-in-
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surance laws are already being applied. There are plants,
however, which are still not applying them in toto but
try solely to carry out the main regulations. Accident cases
and pregnant women have the right -to paid vacations.
Older workers are already ‘benefitting from the-application
of these laws. In the large cities and above all in the large
enterprises, the workday is 8 hours. In the smaller ones, it
is sometimes 9 or 10 hours. _

Conflicts over severance pay no longer take place in the
industrial sector but are still frequent in trade. In this
connection, the government and trade unions have defend-
ed different proposals. In severance cases, the Labor Bureau
is mediator. In those cases where the workers asked for
three months’ pay, and the employers only wanted to pay
one month, it set the amount at two mionths. According

_to the law, in case of disagreement, appeal may be made

to the courts, While awaltmg their decision, if the employer
is plaintiff, he must continue to pay the wage and sub-

“sistence. If the. worker is plaintiff, the employer no longer

has any obligations to hin.. Because of this, the workers
are in practice forced to accept the decision of the Labor
Bureau.

However this sxtuatxon can also turn against the em-
ployer. Thus at Canton, a tobacco manufacturer having
closed his door, his director accepted the decision of the
Labor Bureau, but did not have sufficient funds to meet
severance pay. He therefore had to sell his villa, all his
furniture, and his machiies in order to pay up. The sum
accumulated in this way was still insufficient; he was
arrested and imprisoned. According to governmental laws,
it is im fact first necessary to sell consumer goods, and only
as a last resort to dispose of productive property,

Consultation between directors and workers has be-
come common practice and a Consultative Committee ex-
ists in almost all plants. Obviously in certain factories this
Committee is nothing but a capitalist tool for deceiving
the workers. But in others, these committees really permit
the workers to intervene in the workings of the factory
and to control them. In certain cases, the workers’ repre-
sentatives on the committee were not named by the union
but elected by general assemblies of -the workers. Their
representatives are generally skilled workers, often very
young. The proposed resolutions of the committee must
first be debated in the general assembly. If an employer
wants to buy a machine or ra¥ materials, or if he sets up
a plan of production, the committee must first be consulted,
The-bookkeeper of the plant must always attend these as-
semblies and present his report. According to the law, the
right of firing belongs to the employer; the unions only
have the right to protest. But in practice, everybody has
forgotten this law, and a worker cannot be discharged
without agreentent by the union.

The Workers’ Role in Production

We have stated that intervention in production by the
workers was forbidden. But the Chinese CP is not the rep-
resentative of the capitalists. In order to ferret dut fiscal
evasions and frauds in the quality of products, it has al-
lowed the workers to supervise manufacture. Thus, prod-
ucts manufactured for the State undergo an inspection by
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the union before leaving the plant. If the quality is not up
to the agreed standard, the government can reject them.

The CP knows that the capitalist can readily deceive
the government, which is ignorant of the concrete proc-
esses of manufacture, but they cannot deceive the workers
who participate in them first-hand. Naturally, the workers
must often pay the price of such intervention: avoid spoil-
age, improve methods of work and increase productivity.

Workers’ assistance bas permitted employers in various
factories to make a great deal of profit. But at the same
time, the workers’ position is very different from what it
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.was prior to liberation. The workers are no longer afraid
of their foremen, engineers and directors, with whom they
can now talk familiarly. The latter no longer have the
right to beat the workers, to condemn them or insult them.
A worker of Hong Kong who worked for 15 years in con=
tinental China recently returned there and mnoted a fun-
damental change tn the atmosphere of the factory.

The workers are now respected in society. To obtain
a pass for going from Hong Kong to Canton it is neces-
sary to have the guarantee of two firms. But for a worker,
the guarantee of a single one of his comYades is sufficient,

China’s First Five-Year Plan

The following editorial is translated from Quatrieme
Internationale, a periodical published in Paris.

The historic importance of the first Chinese Five-
Year Plan which begins this year, although the country
is carrying on a war against comhined imperialism, is not
to be minimized. _

Despite the modest goals set in comparison with. the
targets achieved in 1952, the plan denotes for the first
time in the thousand-year history of China the stormy
development of hitherto stagnant productive forces which
will transform the country from top to bottom.

It should not be forgotten that -industrial production
had represented hardly 10% of the national income.
China is embarking now on the road of industrialization
at a speed which surpasses that of the USSR in the first
decade of its existence: an annual rate of 20% for the
entire next period opened by the plan.

Hardly thtee and a half years after Mao Tse-tung’s
victory, People’s China has embarked -on the road of
economic planning in which the State already holds the
key positions: 80% of heavy industry; 40-50% of light
industry; 90% of foreign trade; 95% of credit — and
70% of agricultural trade is conducted by the cooper-
atives.

During these last three years, industrial production has
more than ‘doubled, surpassmg the pre-revolution max-
imum. On the other side, grain production surpasses the
hlghest pre-war flgures by 9%. For the first time, China
is self-sufficient in its rice crops; in 1952 it had excep-
tional cotton, sugar, tobacco and other crops which had
previously been imported. Raw materials such as iron
ore, oil, non-ferrous metals needed for the industrializa-
tion of the country, which up to now have only partly
been explored or exploited, exist in abundance. Labor is
more than plentiful. The only serious problem in this
sphere is that of specialization and of technicians. The plan
provides for the training of two and a half million tech-
nicians, teachers and skilled personnel which would be
tHe equivalent of the present size of the Chinese indus-
trial proletariat.

A number of measures are now being put into opera-
tion for the accumulation of capital required for the real-

ization of the plan: aid from the USSR and the other
“peoples’ democracies” in industrial equipment in ex-
change for agricultural products and raw materials; re-
organization of the system of State resources which will
develop with the development and the growth of the
country’s gconomy as a whole; economies resulting from
the struggle against waste and bureaucratism; rationaliz-
ing .of production.

The principal source of capital for the realization of
the plan remains internal accumulation by means of
numerous State projects.

Development of Modern Industry

Geographically the main base for the industrializa--
tion of the country remains the northeastern area of Man-
churia, which supplies half of China’s industrial produc-
tion. However, the plan provides for an encouragement
to all local industry in order to cope with the increase
of the needs and buying power of the peasantry. Very
substantial measures are being taken to"develop heavy
industrial installations in the Northwest and Southwest,
notably in Szechuan and Sinkiang, where systematic steps
are being taken for the exploitation of raw materials.
“New modern industrial complexes are in construction
in the Northwest with the aim of making this region one
of the industrial bastions of China.” (China Daily News,
November 24, 1952.)

The plan provides for ultra-modern industrial instal-
lations, and this is an example of the combined develop-
ment of China which is not going through even the same
cycle of experiences as the USSR after the revolution, but
is starting out on a higher level. Alongside of picks and
spades handled by twenty million peasants in clearing
and irrigation, of carts often drawn by hand, of old weav-
ing looms still im use in some Shanghai factories, there is
the new almost entirely automatic linen mill in Harbin
(in the center of the linen-raising area).

Electrically controlled heating is used in the new
Fushin mine. Automatic picks are utilized in the Tatung
coal mines as well as 'motor-driven loading cars and
pneumatic drills, This year China is constructing iron
rails, “big steam turbines, high-speed Diesel locomotives,
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modern machines for the treatment of minerals, precision-
tool machines and heavy duty cranes.” (China Daily News,
January 25, 1953.)

The social and political conditions which permit the
elaboration of the plan and will make possible its reali-
zation is the de facto proletarian state power allied to
the poor sections of the population. A so-called. inter-
mediary regime between capitalism and the dictatorship
of the proletariat, led by a “democratic” coalition of the
proletariat, the poor peasantry, the urban petty bour-
geoisie and even the “liberal” national bourgeoisie,
which has long been the aim and even the perspective of
Stalinist policy in China; passed into limbo before éven
being born. The Chinese leaders are obliged to speak
more and more of “China having already entered on the
road of socialism” and of recognizing in reality that their
regime is related to the dictatorship of the proletariat,
which is resolving the bourgeois-democratic tasks of the
revolution while at the same time starting on socialist
tasks proper.

Bureaucratic Deformations

However, this de facto proletarian dictatorship is
strongly tainted with “bureaucratic deformations” which
are due both to the Stalinist education of the leadership
of the Chinese Communist Party and to the very back-
ward character of the country economically and culturally.
The State is still a long way from being one where the
working class and allies, the poor .peasantry, actually
exerciise the power through democratic committees, a
-democratic national assembly, democratic trade unions.
In reality everything is directed and controlled by the
Chinese CP. By a combination of practices which are due
both to the traditions of the country and the heritage of
the Soviet bureaucracy, the Chinese leadership is trying
to reeducate the masses and to forge a new state apparatus
capable of realizing the tasks resulting from the prog-
ram for the industrialization of the country.

In the first half of 1952, a big campaign against Wau
Fan (cheating on a contract, pirating government em-
ployees, lying on tax returns, stealing government prop-
erty and stealing government information for personal
speculative purposes) was carried on in all the industrial
and commercial establishments. At the same time the San
Fan campaign (against corruption, waste and bureaucrcy).
occurred in all the government services.

As far back as 1951 another campaign for the elimin-
ation of- counter-revolutionaries had prepared the ground
by a kind of revival of the civil war against the former rul-
mg classes, especially on the country-side, and by smashmg
in advance their opposition to the new tasks arising from
“the march of the country to socialism.”-

The revolutionary Marxists would have no criticism
whatever of all these measures if they were directed ex-
clusively against reaction and if they were carried out by
the revolutionary activity of democratically organized
masses. But this is not exactly the case. The Chinese CP
has included in its campaign of elimination of counter-
revolutionaries all former revolutionary Marxist op-

FOURTH INTERNATIONAL

March-April, 1953

ponents, and it has not at all favored the genuine democratic
organization of the masses.

The convocation of an All-China Peoples’ Congress
for this year, as well as the drafting of a national con-
stitution, are naturally progressive steps in the right dir-
ection but they still perpetuate Stalinist practices insofar
as they only establish formal democratic participation of
the masses in the control and direction of the state and
the economy,

The Chinese and the Russian Road

But despite these handicaps, the fate of the Chinese
revolution is still to be decided. General historic condi-
tions are quite different from thpse which led to the mon-
strous bureaucratization of the proletarian power in the
USSR. China will not take the Russian road. It is under-
taking the statification and planning of its economy under
infinitely more favorable conditions, and with a far greater
initial dynamism. It bathes in a world of unprecedented
revolutionary ferment, a world witnessing the interna-
tional extension of the proletarian revolution.

We salute New China’s first Five-Year Plan which
marks the forward march of the Chinese Revolution, the
vanguard of the colonial revolution, soon of the revolution
in all of Asia which imperialism has already almost com-
pletely lost. It is a colossal achievement of the revolution
deciding its henceforth inevitable world victory.

Correspondence

Editorial Note

We call the readers’ attention to the following exchange
of letters between Comrades M. Stein and George Clarke.

Two vital questions are posed. The first concerns the
Marxist definition of Soviet economy; the second involves
the inevitability of political revolution by the Soviet workers

_against the Kremlin bureaucracy.

In his letter M. Stein criticizes Clarke’s formulations on
the nature of Soviet economy as “socialist in essence” and
directed by “methods of socialist planning,” not because these
are “loose” terms but because they represent a departure
from the principled position of Trotskyism; distort Soviet
reality; reinforce illusions fostered by the Stalinists; and
pave the way for false political conclusions.

Both the imperialists and the Stalinists, each for reasons
of their own, seek to identify the Kremlin regime with “social-
ism” and “communism” and its bureaucratic planning with the
socialist method.. The Trotskyists, as genuine Marxists, have
exposed the Stalinist lies in this connection along with the
imperialist attempts to exploit the Ktemlin’s deceptions against
the struggle for socialism.

It is wrong to characterize the Soviet economy as “social-
ist in essence,” as the Stalinists do, because it is actually a
transitional economy, “a contradictory society halfway between
capitalism and socialism” (Trotsky.) Among its other features,
it combines bourgeois norms of distribution with production
on the basis of nationalized industry; in agriculture, as Trot-
sky pointed out, collective farms “rest not-upon state, but
upon group property.”

Planning, to be sure, is “socialist in principle” as against
the anarchy of capitalist production. Such planning was made
possible by the achievements of the 1917 Russian Revolution.
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Socialist planning is for the benefit of the masses. It takes
place through their direct participation- and democratic con-
trol, promoting the most rapid development of the productive
forces and aiming at reducing and eliminating social inequali-
ties as quickly as possible.

The bureaucracy’s method of planning is the direct op-
posite. It is carried on to benefit the privileged minority, ex-
cludes the producing and consuming masses from participa-
tion, and impedes the growth of the productive forces. That
is why the founding program of the Fourth International, as
part of its program of political revolution against this bu-
reaucracy, called for “a revision of planned.economy from top
to bottom in the interests of producers and consumers!”

Much more is involved in all this than “terminological hair-
splitting,” as Clarke says in his answer. A view of the USSR
which sees its economy as “socialist in essence” and the plan-
ning likewise as “socialist” leads to onme set of political con-
clusions. The traditional Trotskyist ‘analysis leads to an enfire-
ly different set.

Our program stands for the inevitability of the political
revolution in the USSR. Comrade Clarke denies in his reply
that he is in any way discarding this position. He claims to
be simply “analyzing more concretely” this “concept of the
political revolution.”

‘What did this “analysis” consist of in his article in the
Jan.-Feb. Fourth International? Instead of setting forth in a
clear and unambiguous way the inherent and unavoidable need
for the mass uprising against the Kremlin bureaucracy, he of-
fers it simply as one of several variants of development of a
“political revolution.” That is not all. He then counterposes
the diametrically opposite variant of the progressive reform
of the bureaucracy. These are two mutually exclusive variants
of “political revolution.” )

What kind of a guide to action is this counterposing of a
variant of reform to our program of political revolution? The
one insists upon the political expropriation of the bureaucratic
rulers by the Soviet masses; the other, as Clarke tells us, en-
visages the “sharing of power.”

But Clarke’s disorientation does mot end there. His “more
concrete” analysis foresees a range of other variants made up
of cambinations of reform and revolution. What could possibly
follow from this coupling of two mutually exclusive political
concepts if not the discarding of the “concrete” Trotskyist
concept of the inevitability of the overthrow of the bureaucracy
by the masses?

The idea advanced by Clarke that the Kremlin bureaucracy
is capable of “sharing power” with the Soviet people challenges
both the program of political revolution for the Soviet Union
as well as the Trotskyist concept bf the nature and role of this
parasitic caste. This idea runs counter to reality.

The bureaucracy needs its totalitarian apparatus of terror
and repressions precisely because it cannot share the power
required to maintain its privileges, income and unbridled rule,
Its police regime acts to oppress the masses, keep them politic-
ally expropriated, and deprive them of the slightest chance of
intervening in political life. It leaves the masses no alternative
but to take the road pointed out by the Trotskyist vanguard.

Clarke does not say by what ways and means the Kremlin
despots will “share power” with the masses. Through what
existing governmental and party institutions can the bureau-
crats share power? Through the completely bureaucratized
party? Through:the secret police or the Army? The masses
will gain a say in the country again only through the revival
of their own mass organizations which will signalize, not the
“sharing of power” with the Kremlin gang, but the inception
of the political uprising against it.

The June 1953 uprising of the German workers against the
Stalinist regime is the most striking confirmation to date
of the irreconcilable conflict between the bureaucracy and the
masses. One of the main lessons taught by these “new events
of today in their actual process of development” is that the
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bureaucracy cannot ‘“share power” with the workers. The
workers engaged in an uprising; they demanded the over-
throw of the regime and the establishment of their own demo-
cratic organs of power. The bureaueracy, for its part, respond-
ed with miiltary force and police measures. The concesgions
and promises of concessions pursued the same aim as the
naked repressions, namely, to prevent the German v'vquers
from emerging as an independent pdlitical force.

What kind of guide to action in the next stage of the
struggle in East Germany would be Clarke’s idea that the
bureaucracy could or would “share power?” Or that the
Soviet workers_should draw such a conclusion from the East
Gérman events? We say, on the contrary, that Clarke’s propo-
sition must be rejected as false and fatal. The political task
of the workers in the Soviet Union, as in East Germany and
elsewhere in the buffer zone, is the overthrow of the counter-
revolutionary Stalinist bureaucracy.

Comrade \Clarke will not find in Trotsky’s analysis and
program or, in the “new events of today” any support for his
multiple, self-contradictory variants of the socialist regenera-
tion of the Soviet Union.

Letter From M. Stein

August 1, 1953,
Editor:
. .In an article by Comrade George Clarke entitled “Sta-
lin’s Role — Stalinism’s Future” (Jan.-Feb. 1953 Fourth
International) repeated refererice is made to,the “social-
ist” character of Soviet economy. Thus, at one time, the
author refers to ‘“the socialist-type economic system of
the . Soviet Union;” at another, “the Soviet regime rests
upon new socialist property forms;” and again, “a system
of property relations, nationalized in' form, socialist in
essence.” In addition, the Kremlin’s planning is charac-
terized as ‘the methods of socialist planning.”

To Trotskyists this is a new definition of the Soviet
economic system and of the Kremlin’s method of plan-
ning. As a matter of fact, Leon Trotsky polemicized
precisely against such formulations put forward by the
Stalinist theoreticians.

Here is what he said: “It is perfectly true that Marx-
ists, beginning with Marx himself, have employed in rel-
ation to the workers’ state the terms state, national and
socialist property as simply synonyms. On a large historic
scale, such' 2 mode of speech involves no special incon-
veniences, But it becomes the source of crude mistakes,
and of downright deceit, when applied to the first and
still unassured stages of the development of a new society,
and one moreover isolated and economically lagging be-
hind the capitalist countties.

“In order to become social, private property must as
inevitably pass through the state stage as the caterpillar,
in order to become a butterfly, must pass through the
pupal stage. But the pupa is not a butterfly. Myriads of
pupae perish without ever becoming butterflies. State
property becomes the property of ‘the whole people’ only
to the degree that social privileges and differentiation
disappear, and therewith the necessity of thé state. In
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other words: state property is converted into secialist
property in proportion as it ceases to be state property.
And the contrary is true: the higher the Soviet state rises
above the people, and the more fiercely it opposes itself
as the guardian of property to the people as its squan-
derer, the more obviously does it testify against the so-
cialist character of this state property.” (Tbe Revolution
Betrayed, pages 236-7.)

This is not a question of mere terminology. From
Trotsky’s analysis of social relations in the” USRR flow-
ed his political conclusions concerning the USSR. Trotsky
was fully aware and repeatedly stated that the exténsion
of the world revolution would undermine the rule of the
Kremlin bureaucracy. But he excluded the possibility of
thls bureaucracy’s peacefully ° ‘growing over” into social-
ism, or reforming itself out of existence.

Precisely because of the specific character of this par-
asitic caste, Trotsky said it must be smashed by the mass-
es in order to regenerate the  Soviet state, and tHerewith
open up” the possibility for the withering away of the
state.

On page 87 of “The Revolution Betrayed,” Trotsky
wrote: “All indications agree that the further course of
development must inevitably lead to a clash between the
culturally developed forces of the people and the bureau-
cratic oligarchy. There is no peaceful outcome for this
crisis, No devil ever yet voluntarily cut off his own claws.
The Soviet bureaucracy will not give, up its positions
without a fight. The development leads obviously to the
road of revolution.”

This 'same line is incorporated in the foundation pro-
gram of the Fourth International, which calls for a political
revolution against the Kremlin bureaucracy. It states ca-
tegorically: “Only the victorious revolutionary uprising
of the oppressed masses can revive the Soviet regime and
guarantee its further development toward socialism.”

Clarke, in his article, not only sees the Soviet economy
as already “socialist in essence,” but he also puts a ques-
tion mark over this Trotskyist political position. He
writes: “Will the process take the form of a violent up-
heaval against bureaucratic rule in the USSR? Or will
concessions to the masses and sharing of power — as was
the long course in the English bourgeols revolution in the
political relationship between the rising bourgeoisie and the
declining mobility — gradually undermine the base of the
bureaucracy? Or will the evolution be a combination of
both forms? That we cannot now foresee.”

Comrade Clarke’s designation of Soviet economy as
“socialist in esserce” is introduced without any explana-
tion.- He discards the Trotskyist position on the inevitab-
ility of political revolution by the working class against
the Soviet ruling caste without any substantial motivation.

If Comrade Clarke belicves that the accepted pro-
grammatic positions of Trotskyism on these fundamental
issues are no longer valid and require revision, he should
not have introduced such serious changes in so offhand
a manner.

Comradely,

M. Stemn
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Reply by George Clarke

Editor:

Comrade Stein’s criticism is compounded of termino-
logical hair-splittng, pettifoggery and bad faith, deriving
apparently -from the conception that the programmatic
positions of Trotskyism constitute dogma rather than a
guide to action.

It is obvious from any disinterested readmg of my
article that I used the term “Socialist property” as a syn-
onym for the new propéerty forms of the Workers State,
for nationalized or statized property, as Marxists have
done time and again. The quotation from Trotsky that
Stein employs is misdirected, and possibly misunderstood.
Trotsky was polemicizing against the Stalinists. Here is
the way the quotation truncated by Stein actually begins:
“The new constitution — wholly founded, as we shall
see, upon an identification of the bureaucracy with the
state, and the state with the people — says . . . The state
property — that is, the possessions of the whole people.’
This identification. is the fundamental sophism of the
official doctrine.” No wonder Stein’s -argument fails to
hang together. Trotsky was polemicizing against the iden-
tification of the state with the Stalinist bureaucracy.
Stein_is polem1c1zmg against an article the entire first
section of which is devoted to proving the basic antagon-
ism between the Stalinist 'bureaucracy and “Socialist
property.”

As a matter of fact, Trotsky himself repeatedly em-
ploy€d the same expression. He clearly saw no objection
“Socialist methods” or ‘“‘Socialist property
forms”-in characterizing the basic property relations in
the USSR, so long as it was made clear that the bureau-
cratic excresgence which had grown is in antagonism to
the property forms.

In the very book quoted by Stein,
Betrayed, Trotsky wrote on page 57:

The Revolution
“The application

. of socialist methods for the solution of pre-socialist, prob-

lems — that is the very essence of the present economic
and cultural work in the*Soviet Union.” (Trotsky’s em-
phasis.) On page 250 he stated: “The predominance of
socialist over petty-bourgeois tendencies is guaranteed,
not. by the automatism of the economy — we are still
far from that — but by the political measures taken by
the dictatorship. The character of the economy as a whole
thus depends upon the character of the state power.” On
page 244, Trotsky wrote: “This contrast between forms
of property and norms of distribution cannot grow in-
definitely. Either the bourgeois norm in one form .or
another must spread to the me3ns of production or the
norms of distribution must be brought into" correspon-
dence with the socialist property system.”

Stein’s purpose, however, is not to correct some al-
legedly loose phrase in my article, but to make the charge
that 1 am discarding “the Trotskyist position. on the
inevitability of political revolution by the working class
against the Soviet ruling caste.” This charge has no merit
whatsoever, I am discarding nothing. I am trying to ap-
ply our program,
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What is happening is that the concept of the political
_revolution held by world Trotskyism for almost two de-
cades is now for the first time due to find application in
life. "It is necessary for Marxists to analyze more con-
cretely the meaning and application of this programmatic
position. Trotsky himself recommended it in the very
work which Stein quoted. Those who would flee in panic
at every attempt to analyze the new events of today in
their actual process of development would convert Marx-
ism into dead scholasticism.

George Clarke

Discussion Articles

The June uprising of the East German workers against
the Kremlin’s satellite regime has, like every great revolution-
ary event, tested the validity of every political force in-the
world working class movement, most notably that of Stalinism
and Trotskyism, At the same time the developments in the
Soviet Union after Stalin’s death punctuated by the Beria
purge have aroused world-wide attention.

The two articles by Comrade George Clarke, published
herewith, present his views on the meaning and consequences
of these events.

His editorial associates hold to a different analysis and
appraisal of these events which will be printed in the next
issue of this magazine.

Shake-up in the Kremlin

Writing about events ‘since Stalin’s death a scant
four months ago is almost like describing a scene from

a fast-moving train. Change has been heaped on change ¢

with such rapidity as to allow little time to assimilate
all the'details or the full importance of any one devel-
opment. But what cannot be mistaken, even viewing his-

tory-in-the-making from within, so to speak, is the direc-

tion it is taking. In a speech delivered some,three months
ago we stated that the.film of history in the USSR “is
now unwinding toward socialist democracy in the USSR.
Not at once, to be sure, and not rapidly. There will

probably be many ups and downs, many conflicts be-

tween the masses and the bureaucracy, new outbreaks
of violence, coercion and probably even purges, and the
entire process in all lkelihood will pass through a Third
World War. But its direction is indisputable, its out-
come ,inevitable — not the restoration of capitalism, but
the return of socialist democracy on a far higher level.”
(See F. 1., Vol. X1V, No. 11, p. 12)

Elsewhere in this issue Michel Pablo chronicles the
amazing series of measures initiated by the new Soviet
rulers in the USSR and the border states which consti-
tuted the first steps in this direction and which, as we
pointed out, have had “the effect of loosening the bonds
of- the Stalinist monolith . . . ” For the first few months,
the impression was created that a reform administration
was in the saddle, that it would peacefully liberalize the
regime from the top. Isaac Deutscher came to the quick
conclusion in an otherwise intelligent, topical book on
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post-Stalin Russia that a kind of bureaucratic' Fabianism
was developing which would take the USSR through
gradual change and transition to socialist democracy.
In his search for the most comforting solutions, Deutscher
overlooked the most important factor - the interven-
tion of the masses into this process, he underestimated
the other significant facter — the conflict within the
bureaucracy itself, and he failed to see the connection
between the two. There was to be no long argument over
this question. Within a few weeks history rushed in to
make the needed correction.

The first corrective came in Berlin and in all of East-
ern Germany when an industrial working class asserted
its place in the process by massive strikes and demon-
strations _that forced a tottering regime to grant un-
precedented concessions. The second was the arrest of
Lavrenti Beria, the gathering purge of his henchmen
throughout the territories of the USSR, and the sudden
prominence of the high army command openly throw-
ing its full weight in support of the purge.

The two developments are internally connected, like
one link of chain to another. Let us briefly retrace this
swift train of events. Cogniizant of the vast discontent
prevalent in the USSR even before the death of Stalin,
who had repressed it with an iron hand, his successors
could find no other means to cope with this discontent
than a series of reform measures, which by a certain lib-
eralization "of the regime, would more firmly ensconce
them in power. The limits of this reform program were
set at the borders of Great Russia. Sweeping changes
were promised in the. funeral orations of the three main
figures of the new directorate, but beyond renewed decs
larations of “friendship” the status quo would remain
in the satellite .countries.

Once set into motion, however, the new trend began
to develop a momentum, of its own and:quickly swept
‘beyond the prescribed borders. Georgia, the Ukraine,
the Baltic' countries, and other Russian republics with
their explosive national problems, came within the scope
of the “new course.” The long-established Stalinist policy
of Russification was vehemently denounced, the top ad-
ministrations of the states were thoroughly shaken up.
On July 10th the “new course” was proclaimed for East-
ern Germany, and after the big struggles of the follow=
ing week it made its appearance in Hungary, and pare
tially .in Czechoslovakia and Rumania.

Was this new policy the common decision of the
entire directorate or was it an attempt by Beria, partly
in response to pressure from below, to strengthen his per-
sonal machine in the struggle for power in-the top cir-
cles? It is too early yet to answer this question. But most
likely it was a combination of both factors. What is clear
is that the new regime, regardless of its apprehensions
could not proceed to a policy of concessions without also
attempting to appease the explosive discontent among
the non-Russian peoples. It knew it was playing with
fire but it could not inaugurate the new reign with a
contradictory policy of “liberalism” for the Great Rus-
sians and undiminished repression for the Ukranians
and the other nationalities. Is it too extreme to believe
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that the attempt to pursue such a policy would have
produced events similar to those in Germany and Cze-
.choslovakia? Is it unreasonable to assume that the masses
in these areas, unalterably hostile to the Great-Russian
rulers in the Kremlin, encouraged by the weaknesses
revealed in the central power after Stalin’s death, goaded
by the failure to receive any concessions would have
found their way to some form of action?

In any case this is'precisely what occurred in Lastern
Germany. The shift of Soviet occupation command from
General Chuikov to the civilian Semionov aroused con-
siderable spe‘culatif\)n as to weakness and differences in
the Kremlin; the restriction of the June 10th “new
course” to the middle class, the church and the peasantry
while “intensifying the speed-up in the factories spurred
the working class to its stirring, heroic struggles of June
16-17.

Two questions, {raught with the greatest dangers for
the top bureaucracy, remained unanswered a{tei' the East
‘German revolt whose suppression was complemented by
the granting of substantial concessions to the workers.
and then extending some of them to Hungary and Cze-
choslovakia. First, would the German events become an
example for all Eastern Europe and eventually for the
disaffected areas in the Soviet Union. Second, was Beria
committing the most unpardonable of sins in the bureau-
icratic world, that of arousing the masses in order to build
his own personal machine? '

We dé not intend here to discuss the far-reaching
ramifications of the clique struggle in the Kremlin. The
cliques, however are not arbitrary formations of personal
followers of contending aspirants for power but rep-
resent distinct segments of the bureaucracy each with its
own specialized interests. The conflict among them was
temporarily halted, or at least muted, to prevent “panic”
and “disarray,” as the official announcement put it‘ after
Stalin’s death. It broke out again as a reaction to the
German events and the dangers of playing too fast and
loose with the tinder box which is the national question
in the USSR. That is ‘the meaning of the principal
charge levelled against Beria, that he was “stirring up
hostility” among the various peoples of the USSR and
of fostening “bourgeois nationalism.” It also explains the
promotion of the notorious Hilde Benjamin to the post
of Minister of Justice in 'Eastern Germany, an action
that symbolizes- the mailed fist under the silk glove.

In their recoil at the brink of the disastrous possibil-
ities created by the reform policy, the other quarrelling
members of the directorate seem to have momentarily
consolidated their forces. They-appear to be attempting
to rigorously limit concessions so as to alleviate living
conditions but to prevent any direct, independent inter-
vention of the masses in the process; and to regain some
of Stalin’s monolithic control by dealing more decisively
with officials who have shown “weakness” in the face of
popular opposition.

They cannot go too far or for too long along this
road — not without provoking the greatest convulsions.
That is indicated by the eclecticism of the present zig-
zag where new slogans and policies still mingle with old
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ones, and when it is still not clear whether the eniphasis
is to be on concessions or repressions, or how'the balance
lis to be struck -between them. The révolutionary climate,
however, in the world at large militates against the sim-
ple re-establishment of the Stalin autocracy. The new
confidence, and in all likelihood, the new independent
organization gained by the; workers of Eastern Germanyv
from their battles and — yes! — from their. partial vic-
tory, encouraging similir movements in other countries
militates. against it. No matter how sweeping the new
purges, if the bureaucracy now dares venture -on such a
perilous road, it cannot create a new Stalin, that is, a
recognized empire who alone could bring “order” out of
the ensuing chaos. On the contrary, such a purge would
have the oposite effect from that of the Thirties when
the Kremlin carried out its blody work amidst reaction
in the world and passivity at home. Today the bureau-
cracy could not  go~ through sych a. crucible without
weakening itself fatally.

'[{he political revolution that will eventually "bring
into being not a capitalist restoration but a revival of
socialist democracy is already forshadowed by two major
trends now observable: conflicts within -the bureaucracy
and the intervention of the masses; The attempt of the
bureaucracy to appease the masses with concessions has.
brought the masses onto the arena with their own de-
mands whose logic is the death of bureaucracy. The in-
tervention of the masses is provoking a struggle in the
bureaucracy, when stripped down fo its essentials, it will
be revealed as a conflict between those determined to
continue the policy of reform and those who want to re-
turn to the policy of repression. The conflict cannot any
longer be decided within the bureaucracy itself. There
is now a “third man” to be reckoned with — the masses,
whose presenca is ever more keenly felt, whose demands
become ever more articulate and insistent. This is the
new force that will prevent the post-Stalin rulers from
reconsolidating the monolith, that will sow the deepest
divisions among them.

One section of the bureaucracy, because of its train-
ing, its attachments, because ‘it is therefore more suscep-
tible to pressure from below and to the needs of Soviet
society — and, in the interest of sheer self-preservation —
may attempt in. the ensuing struggles to mobilize the
masses {or their own bureaucratic aims. In the course
of that struggle the masses will devise their own prog-
sram which will signify the end of all bureaucratic rule.

More likely, is the possibility that goaded by their
discontents, encouraged by the more apparent weaknes-
ses of the regime, the masses will utilize the divisions on
the top and-the consequent greatetr freedom of action to
launch their own independent struggles. They will find
spokesmen reflecting their needs and aspirations and
draw a section of the bureaucracy behind them in the
struggle to re-establish workers democracy.

Barring the outbreak of war which would postpone
the process and give it new forms, we believe these to be
the most probable variants of the developing political,
revolution. This corresponds, in our opinion, to a scient-
ific description of the bureaucracy. It is not a class but
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a caste. It owes its existence not to a special role it plays

in-the process of production, such as ownership of prop-
erty or of capital, but rather to a historically episodic,
transitory relationship of forces.

True, its privileges .are considerable, but these con-
sist purely of the objects of personal consumption and
hence do not provide the cohesion that derives from
ownership of the means of production. True. its power
is enormous, as we know. But this power is based on the
weakness of “the proletariat which at a given moment
lacks sufficient strength numerically, economically, cul-
turally to prevent the usurping privilege-seekers from
seizing control of the instruments of rule. In an epoch
of revolutionary crisis the relationship "of forces and
strength becomes reversed. At such times it is the hetero-
geneity even of propertied ruling classes that becomes
uppermost and manifests itself in indecision, in a proli-
feration of programs and parties. For a bureaucratic caste,
"this must be infinitely more true. |

Naturally, we cannot yet speak with all the necessary
concreteness of the laws of proletarian political revolu-
tions. which are a new phenomena in history and whose
specific features will become fully clear in the unfold-
ment of the events themselves. Trotsky’s dialectic ap-
proach to the problem bears repetition. Writing in 1936
on the eve of the great purges, he said the following in
answer to the Webbs whose views were not altogether
dissimilar to Deutscher’s today:

“Will the bureaucracy itself, in whose hands the power
and the wealth are concentrated, wish to grow peacefully
into socialism? As to this doubts are certainly permis-
sible. In gny case, it would be 1mprudent to take the
word of the bureaucracy for it. It is impossible at present
to answer finally and irrevocably the question in what
direction the economic eontradictions and social antagon-

- ism of 'Soyiet society will develop in the eourse of the

next three, five or ten years. The outcome depends upon

a struggle of living social forces — mot on a national

scale, either, but en an international scale. At every new

stage, therefore, a concrete analysis is necessary of actual

relations and tendencies in their connection and continual
interaction.” (Revolu.uon Betrayed, pp. 48-49.)

The rise and fall of bureaucratic leadetships is not,
however, a new phenomena in the workers’ movement,
‘and something can be learned {rom studying some of
these past experiences. While not exact, therefore, be-
cause they deal with castes in a workers’ movement and
not in state power, anajogies with such developments
in trade unions and working class parties can throw an
important llght on the question. ‘

There is,. for example, the case of the powerful bur-
eaucratic machines of the Social Democracy built up in
the epoch before the 1917 Russian Revolution. ‘Its re-
tainers were united by considerable privileges acquired
over a number of detades and deriving from a relatively
‘ unchallenged control of a vast workers’ movement. Their
reaction to the upsurge sparked by the Bolshevik Revol-
ution can be described in two stages. In the first, the
German Social Democracy, under Noske and Scheide-
mann, met the workérs’ uprising head-on and suppressed
it. But as the upsurge continued for a number of years, a
differentiation began to occur and the bureaucracy di-
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vided and broke up. Under the sustained pressure of the
masses, sections and in some cases even entire groupings
came over to the Russian Revolution and to the com-
munist movement. For some of these elements, the rev-
olutionary developments turned out to be a far stronger
motive force than their personal privileges and power.
For others, the entry into the revolutionary camp was
considered the best maneuver for the moment to ultim-
ately regain their past perquisites. And, indeed, when the
upsurge subsided, many returned to the fleshpots of class
collaboration. But the process as a whole caused the
irrevocable decline of imperialist social democracy and
the rise of ‘the then revolutionary communist movement.

What is important in this analogy is not any exact
parallel to be drawn with the process of break-up and
overthrow of a privileged bureaucracy in a workers’ state.
1t is rather the underlying social similarity in both cases
of the dominant labor-based caste which makes it far
more subject than any ruling class to internal corrosion
and division under the tumultuous movements and pres-

sures of the masses in a revolutionary period. The anal-
ogy thus permits a better insight into the dynamics of

the political revolution. It indicates at least some of the
channels the awakened masses will, by their very ap-
pearance on the polmcal scene, create and then seek to
exploit for larger aims. Above all it provides confidence
in the certainty of their ultimate triumph in re-establish-
ing socialist democracy.

By George Clarke

The June Days in Review

We wish here to set forth, without attempting any
elaborate descriptions, some of the principal features of
the momentous East German events of June 16-17. It is
from these characteristics, we believe, that can be dis-
cerned some of the reasons for the deep and continuing.
effects of these events on the USSR and all of Eastern
Eurqpe and some vision can be gained of what is ahead
in the coming struggle agamst Stalinist rule throughout
the 50v1el bloc.

1. The Social Nature of the Movement

- There had been considerable haziness, and not a few
illusions among the imperialists, as to the form and aims

"a movement of opposition” to the Stalinist clique would
‘take. The general hostility among tht East German mas-
ses was well-known. It had been kindled by a ruthless

regime employing the most brutal methods. There was
hatred - for the Soviet occupation, for heavy reparations
and the dismantling of factories whose equipment was
shipped to the USSR, for the amputation of national
territory at the Oder-Neisse line in the interests of Poland,
for the forcible eviction of millions of peoples from their
homes to make way for Polish resettlement.

On the other hand, it was clear that the regime was
exhausting its credit among those sections of the popul-
ation which had profited from the social transformations
carried through in Eastern Germany. v
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The hated Junker had been driven from his estates,
and the land was divided among the peasantry. But the
popularity thus gained was being undone by a program
of forced collectivization, by exorbitant deriands for
crop deliveries to the state, by the shortage of consumer
goods created by the diversion of industry to heavy
goods and war production.

‘The youth had benefitted most from the elimination
of the caste of Prussian officials, creating innumerable
openings for them in the government, judiciary, etc,
and by the creation of unprecedented opportunities in
technical training and higher education. This capjftal
was being exhausted by the arbitrary methods of the
police regime and the low standard of living.

The factories had been nationalized, and in the
changeover fromt private ownership a considerable num-
ber of workers had been drawn from the ranks into the
echelons of plant managements, technicians, foremen, etc.
But this was more than counteracted by the harsh, bur-
"eaucratic regime in the factories, by the- constant war
against any independence for the unions, by the speed-
up and the shortage of foodstuffs and conswmer goods
which had become aggravated in the last few months as
a result of the acceleration of the heavy industry program.

Regardless of the accuracy of their political reasoning,
it ds therefore entirely understandable why there should
have been so much speculation — and hope — in imper-
ialist circles that the movement in Eastern Germany, when
it arose, would be predominantly nationalist, pro-capital-
ist, anti-Soviet and probably guided by middle class
elements.

Participants and Demands

- But their illusions were to be completed shattered. The
movement of June 16-17 was overwhelmingly working
class in nature and took the classic forms of strike actions
and demonstrations. Capitalist correspondents have ad-
mitted there was no sign of pro-Bonn pro-Western sym-
pathy. Even the slogan for German unification and free
elections was not accompanied by the demand for a re-
turn of eastern territories which, however justified, might
have indicated a pro-Western nationalist trend, In some
cases, Walter Sullivan, N. Y. Times correspondent writes,
workers making ‘the demand for “frée elections,” have
“only the reconstitution of the East German government
in mind.” There was no demand for any change in the
forms of property ownership, or anything which could
have been construed as a desire for a return to capitalism.

The first. reactions of the Stalinists on the one side
and the imperialists on the other constitutes a revealing
admission as to their real conception of the character of
the movement. ’

On the heels of the demonstrations and strikes, when
the regime attempted to assuage the movement by sub-
stantial concessions, Grotewohl, Ebert, Mayor of East
Berlin,” and others freely admitted that while provoca-
teurs might have been involved, the action was caused
by justified grievances. A good part of their “self-crit-
icism” and admission of “errors” was that they had been
blind to this dissatisfaction.
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“We too are responsible for the situation in East Ger-
many — not only Western provocauteurs,” Premier Gro-
tewohl! told the workers at the Karl Liebknecht plant on
June 23. “The arsonists could not have had such success
had there not been seeds of discontent among the people.”

Ditto Friedrich Ebert speaking to 800 miners at Gera:
“One cannot only speak of agents and provocateurs; one
must not forget that our people had good ground for dis-
satisfaction and distrust.”

The best picture of the character and demands of the
movement is given by Pierre Gousset writing from Berlin
to the Paris neutralist weekly, Observateur. On the mor-
ning of . June 16, 6,000 workers downed tools on the Sta-
linallee construction project in a spontaneous demonstra-
tion to demand. the revocation of the 10% increase in
production norms and marched to the seat of the govern-
ment demanding an audience with Grotewohl and Ulb-
richt. Minister of Mines Selbmann came out in their
place. Selbmann, who is described as having the ap-
pearance and-mannerisms of a worker got up on a table
10 harangue the crowd:

“I voted against the increase of (production) norms
at the May 28th session of the Council of Ministers. The
increase has not been introduced in my department. I will
insist that the government revoke the measures which
were incorrectly adopted at that sesswn Go back to work
calmly and put your trust in'me.”

But the workers interrupted him:

“We no longer have confidence in you. We want guar-
antees.”

The dialogue continued as follows:

2 But I. I have myself been a worker for a long time.

—You have forgotten that. You are no longer our
comrade.

—How could T forget it, I a communjst worker, and
for so long a time?

—We are the real communists, not you.

Selbman was left speechless. An unknown construc-
tion worker forced him off the table and got up in his
place and delivered a calm and dignified speech in the
opinion of witnesses I questioned, and formulated the de-
mands of the workers in four points:

1. Immediate revocation of the 10% increase in working
norms.

2. Immediate reduction by 40% of food-stuffs and of
primary consumer goods in state stores.

3. Leaders who committed serious errors should be dis-
missed; the party and the unions must be democratized.

4. We must not wait for the Bonn government to take

the initiative for the real reunification of Germany. The
Edst German ggvernment should start immediately by
eliminating all barriers separating the two Germanies.
The country must be unified by secret, general and free
elections and a workers’ victory must be won in these
elections. ’

The worker ended his speech by stating that Selb.
mann’s attitude proved that he is incapable of granting
the workers’ demands and that if Grotewhol and Ulbricht
refuse to face the workers, a general strike should be
called in all Berlin to support these demands. With that,
the demonstration ended.

Gousset also reports that on the following day at a
monster mass meeting held at the Walter Ulbricht stad-
ium and attended by thousands of metal workers from
the Hennigsdorf steel mills, speakers demanded the re-
signation of the government, some of them calling for
its replacement by a “metal workers’ government.” Ac-
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cording to Gousset’s repbrt again, there was not a single
word said at the meeting favorable to the Bonn regime.

“Provocateurs” and Imperialists

Subsequently, and in accordance with the Moscow
line, the German Stalin’st regime has been denouncing
the June events as the work of “fascist provocateurs in
the pay of western imperialism.” The charge would not
be worth discussing were it not that it contained a grain
of truth — but no more than a grain. It is true that on
the second day of the action, a considerable mass of peo-
ple poured over from western Berlin to join the demon-
stration. Among them were unemployed and lumpenprol-
etarian elements and fascist types belonging to a fascist
youth organization. Responsible observers agree that the
burning of buildings and red flags, the breaking of store
windows and looting; and other violent and provocatwe
acts was primarily their doing.

But these were merely incidents, discordant notes out
of keeping with the main tenor of the action which from
beginning to end was an attempt by the workers to gain
satisfaction for their grievances and secure greater dem-
ocratic rights. This is indicated by the extension of the
strike movement, in no less vigorous character, to other
East German cities where “imperialist provocateurs” would
hardly have had the time to penetrate. It is further in-
dicated by the continuing nature of the action: first in
the slowdowns or threatened slowdowns to force the re-
lease of arrested leaders; and second, in the demand for
free elections to a new convention of East German unions.

The reaction in imperialist circles is equally signif-
icant, Instead of springing to action, the Adenauer gov-
ernment was paralyzed by the events. It become more
hostile than ever to any real effort for German reunifi-
cation. The State Department far from launching a mil-
itary or diplomatic offensive, has confined itself to a
few declarations of sympathy, charity, and support — for
the Bonn Government. At best it saw in the events the
possibilities of slowing down the Soviet “peace” drive,
of putting a little new cement into the rickety structure
of its western alliance, and of giving the coup de grace
to Churchill’s project for a top level parley with Moscow.
Essentially it viewed the East German developments, while
trying to draw the maximum advantage from them, with
distrust and suspicion. The New York Times summed it
up best in its editorial statement that “Such regimes can

only be destroyed by conquest from the outside, as the
German, Italian and Japanese governments were in the

Second World War, or by “palace revolutions’ which may
or ‘may not pave the way for democracy.” Imperialism
needs Sygman Rhees and Chiang Kai-sheks for its wars
against .workers’ states, and despite the occasional prov-
"ocateur there was not a glimmer of their existence in East-
ern Germany. It cannot find any real contact with an
anti-capitalist workers’ movement in opposition to Stalin-
ist rule which by its very nature is irreconcilable with
imperialism. (It is not surprising that the American radio
RIAS, in West Berlin did not broadcast the general strike
call during the evening of June 16.)
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One final word on the character of the June events.
There is absolutely no evidence to indicate any priot
planning or political organization, except of an element-
ary type. Many observers, seizing on this or that incident,
have been led astray on this point by their failure to
understand the highly-developed sense of organization
and discipline traditional among German workers. It was
this that manifested itself in the June days and afterwards
and not allegiance or adherence to any old or new polit-
ical party.

Walter Lippman, unable to find any western sentiment
in the movement, stated that most of the workers were
Social Democratic trade unionists. Undoubtly if there is
some truth in this estimate it consists in this: that as of
today the East German workers would probably vote
overwhelmingly social democratic in the (improbable)
event of all-German elections. It would be their way of
expressing. their desire for a unification of the German
labor movement and for the unification of Germany on
a working class basis. It is not unlikely also that the
most radical wing of the united socialist movement would
also come from among the East German workers because
of their experiences with socialist property form$ and or-
ganization on’ the one hand and with fighting bureau-
cratism on the other.

But all this is still music of the future. Meanwhile it
is clear that, imbued with renewed confidence from their
massive June actions, the glementary movement is rising
to a higher level. The isolated factory group is finding
links with others in the same city and in other cities.
This is apparent in the umfxcatlon of demands after the .
demonstration, as for example 'the freeing of all arrested
strike leaders and free union elections. Most important
is the fact that the epoch of fear and passivity has come
to an end. The workers have tested their own strength,
they have seen the glaring weakness of the regime, the
conviction is gaining ground that they can be master in
the house. Thus is the next stage of the struggle bemg

prepared.
x kK

2. The German Workers and the
Russian Occupation

It is deeply significant that the demand for the with-
drawal of the Russian troops or the ending of the Rus-
sian occupation.was absent from the June events. Except
for unconfirmed reports in the sensational press here that
someone shouted “Ivan Go Home!” there is no linking
of any such demand being raised in any of the dispatches
of more responsible journalists in the European and Am-
erican ‘press which I have carefully checked. This was
not a sign that the East German population wanted a
continuation of the occupation, or that there was any sym-
pathy for the Kremlin overlords. No, is was rather a
shrewdly calculated popular maneuver, -instinctively ar-
river ai, to exploit the seeming differences between the
Kermlin and its German puppet rulers, and wot to fight
on too many fronts at the same time.

The period preceding the June events was filled with
many changes and even more rumors, The civilian Sems-
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ionov replaced General Chuikov as head of "the occupa-
tion command, a change which appeared to parallel those
‘occurring in Moscow since Stalin’s death. Then on June
Oth came the proclamation of the “new course,” that is,
of a softer and more liberal policy to the peasantry, the
‘middle class and the church. The air was filled with “self-
«criticism” although only a few weeks before Ulbricht and
‘his cohorts were barking out their comhands that the
building of socialism had “to be speeded up” regardless
of sacrifices. Ulbricht, it was believed, was on the skids.

" “The feeling,” 'says Pierre Gousset, “was getting around
‘that the Soviet authorities were ‘scuttling’ the SED (the
‘Stalinist Party — GC). This was the central theme of
West Berlin propaganda in the newspapers and on the
‘radio. The June 16th events strengthened this impression.
Thus the psychological conditions were created for the
‘explosion on the 17th.”

So strong was this 1mpre551on that Georges Blun, bit-
terly anti-communist Berlin correspondent of the Swiss
Journal de Gemeve opined that. the June 16th building
workers demonstration, which had occurred without the
slightest interference from the police or Soviet troops,
was “teleguided and desired” by the Russian command.
His unsubstantiated conclusions notwithistanding, it was
the fact of non-intervention that was carefully assimilated
by the workers. ' \

Fraternization at the Boundary Line

This .was reinforced the following morning when the
workers pouring out of the b1g locomotive workers and
electrical equipment plants in the Hennigsdorf suburb
started to march into central Berlin. To avoid walking
an ‘extra 15 kilometers they crossed directly through the
French sector. Blun describes the scene when they came
to the border line of the Soviet zone: “Between Hennig-
sdorf and the French gome, 50 armed Russian soldiers
tried to stop their advance but they bad to yield and to
lower their guns which bad been raised to firing position.
The women (demonstrators) cheered them, kissed them
and showered them with flowers as though they were a
victorious army returning from the wars.”

The same pattern was continued with some variations
when the street battles began later in the afternoon. Pierre
Gousset says that he heard, “only praise for the excep-
tional discipline and restraint of the Soviet soldiers. In-
flamed youth clambered onto the tanks and thrust sticks
into the mouths of the guns. But not a.shot was fired
by the Soviet soldiers.”

This report is confirmed from a number of politically
divergent sources.

Two young German workers, participants in the June
events, openly pro-Western in their sympathies, who ad-
dressed the Congress of the International Federation of

Trade Unions at Stockholm, and were interviewed by-

Newsweek: (July 20, ,1953)

“The language barrier,” they said, “made it almost
impossible for us to communicate with the Russian sol-
diers. But we could see they were puzzled by the riots
of workers against a ‘workers’ government.” The Russian,
officers in the tanks waved at us cheerfully at first.
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(There is a photograph in Newsweek showing just such
a scene—GC). But when the stones started to fly they
ducked into their turrets and began breaking up the
crowds.”

Finy.ally, there is Cesar Santelli writing in the Paris
daily, Le Monde:

“What has not been underlined in my opinion, ac-
cording to evidence. gathered from non-suspect Germans,
is that the injured were much less the vietims of Rus-
sians guns (most of which, I am assured were fired intc
the air) than of blackjacks, revolvers or machine guns
wielded by fanatical young party functionaries or by cer-
tain, elements of the Volkspolizei who were trying to save
their own skins- (many of them later ditched their uni-
forms and guns and went over to the other s:de of the
barrlcades) ”

What is remarkablve about all these accounts is that

they reveal that despite the pitched encounters which

finally occurred with Soviet troops, despite the hostility
thus aroused, the main aim of the demonstration remain-
ed unchanged. It was directed at the overthrow of the East
German government, for democratic righfs, and was not
extended for the present to include direct opposition to
the Russian ‘occupation.

- This will surely come at a later stage. But for the
present, what was revealed was one of the stages of the

Jpolitical revolution when the workers ingeniously con-

trive to exploit the rifts among the various strata of the
bureaucracy, and to limit their struggle and objectives to
what is possible at the moment so as to raise their move-

ment in a better position for the coming struggles
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