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"THE VOICE OF AMERICA AND 'PEOPLE'S CAPITALISM' "
and
"OLD SONG TO A NEW TUNE"
- By Eugene Varga Reproduced on 'ucceeding pages are two articles, "The Voice of
America and 'People's Capitalism'" and "Old Song to a New Tune". Both
were written by Eugene Varga and both appeared in New TiPJ,es, the former
in Issue 26 dated June 21, 1956 and the latter in Issue 20, dated May 10, 1956.
New Times describes itself as "a weekly journal:' published by Trud,
Moscow ... in Russian, English, French, German, Spanish, Polish, Czech,
Rumanian, Hungarian, and Swedish language editions.
Eugene S. Varga, one of the most prominent economists of the U.S.S.R.,
was born in Hungary. He has been a member of the Bureau of the Department of Economics, Philosophy and Law of the USSR Academy of Sciences
since 1953. A former Hungaria..ll Social Democrat, he once held a cabinet
post in the Bela Kun regime ( 1919). Varga took up residence in the Soviet
Union in 192 0 and rapidly rose to fame as an economist. At the end of
the Second World War, he was sent as an economic adviser to "the Communist regime in Hungary, where he helped to develop a planned ''socialist"
economy after the Soviet pattern. On his arrival in Budapest in June, 1946,
he was hailed by the local press as "an intimate of Stalin. "
Varga, now 76 years old, incurred the disfavor of the Soviet regime
in 1947 for alleged errors in economic doctrine evident in his book,
Changes in the Economy of Capitalism as a Result of the Second World
War, published Ln 1946. He was taken to task specifically for stating
that an "imperialist war" was improbable and for denying the likelihood
of a grave economic crisis in the West before 1955 on the grounds that
capitalist states were able to control monopolies and profits during a
cr1s1s. Varga stubbornly refused to admit his "errors" for two years
and, as a result, was publicly chastised and removed as head of the
Soviet Institute of World Economy and World Politics. The "Varga
Affair" was concluded in 1949, however, when he finally and grudgingly
recanted. He has since frequently predicted economic c:dsis in
"capitalist" countries, and has returned to prominence, particularly
within the last year or so.
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OLD SONG TO A NEW TUNE
Academician Eugene Varga

United States politicians and propagandists have for several years
now been devoting a good deal of effort to the boosting of American
capitali sm. They have christened it "people's capitalism" to make it
more attractive. This name has been given to an exhibit which is to
make a tour of the world. Commenti ng on its official opentng in
America, the New York Times wrote:
"The exhibit's most striking feature is the name it has given
to the system which has made these good things possible:
'People's cap italism. 1 Our lack of a name has been a handicap in the world battle for men's minds."
The new name has been officially a pproved by President
Eisenhower... Speaking in reference to the "People's Capitalism"
exhibit on April 3 , he sai d that it was "the kind of message that
America ought to be carrying a broad" to show "what the system
of capitalism wi ll do for the people . "
Politicians, diplomats , e c onomists are seeking to give the term
"peopl e ' s capitalism" the widest publicity. And amidst the spate of
propaganda phrases it is difficult at first to make out exactly what
it i s intended to imply. Upon a little consideration, however, the
main lines of the theory stand out fairly plainly.

I

I
I

When its propagandists say that American capitalism has become
"people 1 s capitalism, " what theyp:;nean is that the distinction between -,
the capitalist and the worker i s being obliterated, wiped out. The
capitalist is ceasing t o be an exploiter; the source of his income is
not surplus value derived from the exploitation of workers, but his
managerial ability, which is a form of "highly skille.d labour.'' ··· ·
Hence , the capitalist i s being converted into a workingman. 'l'he
worker, on the other hand, i s becoming a capitalist, since he has
a shar e in joint stock cap ital and receives income in the same way
as the capitalist. There is thus in American society a "unity," a
"harmony" of interests as between the capitalists and the working
class.
In a word, the two concepts have become mingled; classes have
disappeared. One of the exponents of "people 1 s capitalism, " the
prominent American businessman Eric Johnston, says in his book
"America Unlimited":
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" ... We tend to think of cap italism only in relation to
financiers , b a nkers , owners of business . ... But they
a re not the only Cflpitalis ts . Everyone else who part icip a tes in the pro c ess 0f pr oduct i oE;Y. a c t ively or
p a ssi vely, i s no l ess a c apita list. Farmers, foremen ,
ordi na r y workers ... a r e c apitalists . "
It i s fur ther maint ained that this "unity" a rid " harmony" of

in t eres t wh ich l en ds capitalism a "people ' s" charac ter m a kes it
superior t o socialism, so that the l at ter m ay be c onsi dered a past
stage , a s y s t em which may b e b ett e r than th e "old c apitalism" but
i s worse than "peopl e ' s cap italism. "

I

T h e m yth of p e ople ' s cap italism i s not origin al. More than a
hundrErl ye a rs a go, when the cla s s struggle of the workers against the
capitalist s y s t em was only b eginning to a ssume orga ni zed form, class
h a rmony was preached by such a pol ogis t s of capitalism as the French
soci ologi s t Say. T owards the close of the n inet eenth c ent ury Bernstein
a nd oth er r evisionists p roclaimed that cap italism would "pea cefully
grow into" s ocialis m . On the eve of the 1929- 33 c r i s i s , th e American
press was like wi se as serting that the borderline between worker and
cap ita lis t was being oblite r a t ed, that the worker was gradually becoming
a cap italis t. T his ide a was b oost ed, for one, by P r ofessor T. N .
Carver . a uthor of "The P re sent E conomic Revolution in the United
St ates, " published in Bos t on in 1925. T h e "permanent prosperi ty" of the
Ame rican e conom y was a much-advertised thesi s in those days .
B u t when the cris i s broke , the talk ab out the pr osper ity of th e
Americ an wor k ers, about the ir blossoming forth i nto capita lists,
c e a sed -- a nd for a long t im e , down t o t h e end of World War II, In
the period 19 3 1-40, according t o tr ade uni on data, there was in the
United State s an annual avera ge of 10 , 7 m illion unemployed, in
a ddition to sev eral m illion part-time workers . Hundreds of t housands
of Amer icans were homeless . Thous ands of unemployed c ommitted
suicide ; some killed thei r fa rrtilies b ef ore taking th e ir own lives , in
- order t o s a ve them fr om the t or m ents of s tarvation. T h e capitalists ,
h oweve r, c ontinued to r oll in l uxury. In those days nobody would have
venture d to tr ot out the fa b le ab out the equa lity of workers and ca pitalis t s , ·

Now, after Worl d War II, whe n th e i dea s of socialism a re spreadi ng through out th e world a nd attracting m illions of new supporters, the
American r ea der i s again be in g a ssa iled with a ba rra ge of pa negyrics
to "peopl e ' s capitali s m . " Among t he b ooks in which this theory i s
boos t ed, I would m ention , be s i des E r ic Johns ton' s , the book by
Har hld E . Stas sen, "Where I Stand. " New a r gument s are being trurripecl ·
up t o pr ove the "pe ople ' s " characte r of cap italism in the United States .

- 4Her e is one of them , purporting to show that the Ame rican worker
i s bec omin g a capita list. There are r ou ghly 12 m illi on savings bank
depos itors in the United States , with a total of 30, 000 m illion dollars
t o the ir credit . It i s claimed th at the se depositor s a re wor kers , and
the c onclus ion i s drawn that the working class is a c o -owner of the
huge we alth of the n a tion .

I

I
1

B ut the a sser tion will not bea r exam inati on . A Jnan cannot be called
a capitalist sim pl y beca use he h as a de posit in a s a v ings b a nk . A
c a pitalis t i s one who owns me a ns of production, hir es lab o ur , exploits
w orkers and
a p art ( as a rule , the larger pa rt) of the
pr oduct of the i r l abour . It i s this that di s tinguis h es the capit alist
from the worker. B oth capitalis ts: and wor ker s m a y have s a vings
deposits . Owning such a dep osit does not make a m an a capitalist.
It s h o uld be remembered, mor eover, tha t there are s a v ings banks
in all the countries of the m oder n world -- cap italis t a nd sociali s t
alike . T he Soviet worker , s a y , does n ot b e come a cap italis t simply
b e c ause he h as savings , h owever . c onsi der a ble they m ay b e .
B ut even if we assume that in the United States a m an who owns
a savings deposit automatically bec omes a c apitali s t (which i s, of
course, fantastic}, even so, the savings -bank argument speaks not
in fa vour, but a gainst the the or y of " p eopl e ' s cap italism. " F i gures
published by the F e deral R eserve Beard at the beginning of 1954
s h ow e d t hat a t that time 14. 3 m illion Ameri ca n famili es ( 26 per c ent
of the t otal) had no savings in a ny sha p e or form , while a c onsi derable
n umb e r of other families only had very m odest s a vings . T h ese are
fa m ilies of worker s and w or k ing f armers - - and they too are supposed
to be capitalists ! T he overwhe l m ing prop ortion of the s a vings f all t o
the s hare of a v e ry small num ber of fa m ilie s . Bus in e ss Cond itions,
bulle tin of the F e deral Re serve B a nk of Chica go , sta t ed in its
November 1955 i ssue that 92 pe r c ent of the net s a vings of the
American population in 1950 were accounted for b y on e fifth of t h e
fam ilies , b e l onging t o the higher-inc om e categori e s . Anothe r one
fifth of the families, b elonging to the lower-inc ome categories,
m a de no new savj.ngs in that ye a r . and in fact spent p art of s uch
s a vi n gs as the_y had . H enc e , this argument of the theor e tictans of
"peopl e's cap italism" i s unt enable in all re spe c ts .
Som e b ourgeois e conomi s t s claim t h at the num erous insuran c ep olicy h olders in the United States are also cap italists . T hey ha ve
s uppo s edl y becom e the r e al owners of the ins urance c ompa ni e s.
T hese c ompanies, as we know, are gi ga ntic m on op olies , with a ggrega te resources of nearly 90, 00 0 m illion dollars . They control b i g
c orporation s , and even whol e branches of industry.
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But it would be an obvious absurdity tri consi der every policyholder a capitalist. The policy-holder, as such, receives no
capitalist income , e ither in the shape of profits or i n any other form .
He may receive a premium only i n the event of death or accident-and that can hardly be called profit . He has no c ontrol over the
activities of his insur a nce c ompany , because the latter ' s owners are
not the policy-holders , but those who possess the c ontrolli ng packet
of shares -- and they are big banks , industr ial c orporations and so
on. To them , investment of resources in insura n c e se c urities i s a
very profitable operation . As to the contributions the i nsuranc e
comp anies receive from the policy-holders , these are only one of
the channels through which the b i g f i nancial manipulators secure
contrbl of the nation ' s ready m oney, including the puny savings of
the working people , whi ch the financ ier s use in thi s way for the
maki ng of profit.
Workers ' participati on in joint stock capital i s another subject
of cla mo rous propaga nda . Some of the big corporati ons (among them ,
U . S . Steel , Amer ican Telephone a nd Telegraph , Internati onal Harvester
a nd -- qui>te r ecently -- Ford) h a ve distributed part of thei r shares
a mong the i r workers . Accordi ng to the theoreti cia ns of "people ' s capitalism,"
workers also buy sha res in the ordin a ry wa y -- on the s tock exchange .
Henc e , they s ay, the w orker i s be c oming a pa rt owner of the big c orpora tio ns , t h at i s , a cap italist .
But thi s argument wi ll not be a r examina tion either . In the first
place , sha re- h oldmg 1s not w 1despread a ;nan[;· the American workers
a s i s ev1denc: ed by numerous sta Lstical s urvey s , offic i al and unofficial.
T h e American e c onomi s t Howard R. Smith says in h i s "E conom ic
H i story of t h e United States , " published l ast year , that 92 per c ent of
the Ame r ican families own n o s hares . Eighty per cent of the shares
quoted on the s t oc k e x changes a re c onc entrated i n the hands of 0. 6 per
cent of the fa m ilies -- in the h ands , that i s, of a very small group of
real, not i m a gin ary , cap itali s t s .
Data c onc erning the ownership of shar es in the United St ates were
also gi ven i n the M ay 1955 bulleti n of the Federa l Reserve Board. They
show that only 3 per c ent of the skilled a nd semi-sk i lled workers own
a ny s ha res a t a ll , a nd of t hese 1 per cent ,hold shares to a value of less
that 500 dollar s , a nd another 1 per c ent to a value ranging between 500
a nd 1, 0 00 dollar s . T h e owne r s h i p is of course illusory; the workers
have absolutely no i nfluenc e on t he oper at i on of the corpora ti on a s a
whole or of it s i ndi v i dua l p lants , in cluding those a t which they thems elves a re employ ed . Whether Ford' s has or has not sold part of its
sha res to its w or ke r s , the plants and the company a s a whole are completely under t h e s way of the fe w indi v i duals who now c o mma nd the
controlli ng packet of s h ares .

- 6 Very revealing, too, are the official data on the distribution of
income earned on American corporation shares. The figures given
by the American economist Victor Perlo in his "The Income 'Revolution' " (published in 1954) show that 65 per cent of all of the pbv.idcmful.
flow into the pockets of 1 per cent of the population. These figures
are a very graphic and convincing refutation of the assertion of the
"people's capitalism" propagandists that the American workers have
become shareholders of the industrial and financial corporations.
But even if a worker does own some shares, can he be considered a capitalist? Of course, not. Dividends are a negligible
quantity in the budget of any worker, however highly paid. The fact
that a worker receives some income from shares in no way alters
his status as a toiler exploited by real capitalists, who continue to
appropriate a substantial part of the product of his labour.
If some corporations do distribute shares among their workers, it
is done in order to camouflage the exploitation of the workers, to bind
them more firmly to the company, to induce them to sweat harder without demanding compensation for the additional effort. The illusion is
creat!d that the worker participates in the firm's profits; in reality,
the shares are only one form of payment for his labour. Only the
bosses benefit from the operation.
So much for the worker-capitalist fable.

******
But perhaps American capitalism is called "people's capitalism"
because the workers' incomes are rising and the capitalists' falling?
What do the official figures say?
An analysis of the budgets of 55 million American families made in
1953 revealed the following:
,Number of families

Annual income
Less than $1 , 000
$1,000-$2,000
$2 , 000-$3 ,000
$3 , 000-$4,000
Total

5,500,000
7,150,000
7, 700,000
8,800,000
29, 150,000
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Acco(ding to the Heller Budget, the minimum cost of living of a
family in September 1954 worked out at 5, 335 dollars per annum.
Deducting from the above incomes taxation, rent (which is high),
public utility charges , and fares to and from work, we find that more
than half the American families scarcely earn enough to make ends
meet.
Indebtedness of the population is steadily increasing and has
reached enormous dimensions. At the close of 1955 the consumer
debt totalled 36, 2 00 million dollars, including instalment credit
to an amount of 27 . 800 m illion dollars , while home mortgages totalled
89 , 000 m illion dollars.
In the United States , of course, there is an upper crust of wellpaid workers . The weekly wage of an automobile worker in October
1955 was 98 dollars, which represents (-- given full employment -an annual i ncome of about 4 , 500 dollars. The family of such a worker
m ay have some small savings . But they are wiped out at the first bout
of unemployment (there are some 3 million fully unemployed in the
United States today, acc ordi ng to the official figures) .
What are the incomes of the big American capitalists? Some
idea may be obtai ned from the annual salaries paid to leading corporation executives in 1954 (the figures are taken from U.S. Neprs and
World Report of
2 , 1955, and the Financial Times of
January 27 , 1956 ):
Dollars
C. Greenwalt (Du Pont)
Harlow H. Curtice (General Motors)
E. G. Grace (Bethlehem Steel)
Eugene Holman (Standard Oil of New
Jersey)
E. R . Breech (Ford Mot ors)

\

\

569 , 000
686,000

591,000
213,000
457 , 000

Besi des their official salaries, these men received bonuses, substanti al travelling expenses, etc. Even part of their taxes is paid by
their corporations. As a rule , these men
big shareholdings in
their firms, which y!eld substantial dividends . Each of them has a
stea dy inc ome running in to hundreds of thousands of dollars a year.
Of course, the annual inc omes of the monopoly owners -- members
of the Ford, Roc kefeller, M organ families -- are much larger,
although the exact figur es are not divulged. No subterfuge can conceal the fact that, under American "people's capitalism," the income
of the b i g capitalist is hundreds and thousands of times greater than
that of the average and even the highly paid worker.
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Johnston, in his book, tries to make out that these huge incomes
are fair and just. He complains that no one calls a movie star or a
famous surgeon an exploiter even if they make a million dollars a
year; yet nothi ng like the same tolerance is shown to "a man whose
exceptional abilities, frequently amounting to genius, are expressed
in the field of manufacture , finance, distribution of goods, economic
organization. "
This is a smart argument only at a first glance. It does not
st\'ind up to the logic of facts . A movie star or a surgeon, if he is
not at the s a me time a company owner, earns his living by his own
work; he does not exploit labour, does not own means of production,
nor does he appropriate surplus value . Management of capitalist
companies -- the occupation of men like Greenwalt, Curtice , Holman,
etc . -- is the art of pumpi ng the maximum surplus value out of the
workers .

** * * **

I

t

I

American "people ' s c apita lism" is ordinary common or garden
capitalism. It has no fea tures that fundamentally distinguish it from
capitalism everywhere . The conversion of a section of the American
working class into a la bour a r i strocracy is due, in the final analysis,
to the same c auses that led to the formation of the Briti sh labour
aristocrac y i n th e n ineteenth century, and alters nothing in the lot of
·the vast bulk of the worki ng people . American monopoly capital
cannot wage an a ct ive struggle agai nst the socialist countries, or
against the lib eration movement of the colonial and semi -colonial
peoples, without ha v i ng a t least a part of the working class on its
side. In this it i s a ssi sted by the American trade-union leaders,
who themselves have annua l i ncomes running into many thousands of
dolla rs . Tha t is why t hey joi n with Carver, Johnston and Stassen
in boost ing "people ' s cap it alism . "
But the worker, a s a class, is n o less exploited in the United
States tha n i n any other capitalist c ou.Iitry. He is just a s uncertain
of the morrow a s the w or ker in cap it a list countries everywhere.
"People ' s capitalism" i s a fal se trump of Americ an monopoly
c a pita lism in its v ain c ontest t o win "the world battle for men's
minds . "

- 9 THE VOICE OF AMERICA AND "PEOPLE'S CAPITALISM"
Academician Eugene Varga

There must be a lot of people in the United States, too, who are
sceptical about the vaunted blessings of "people's
I judge
this from the fact that ·' the Voice of America thought it necessary to
devote two broadcasts to refuting my article on the subject in New
Times (No. 20).
-I shall not examine the Voice of America's petty attacks on
myselfi nor analyze its remarks concerning the statistical data I

cited . _/ We know that the economic statistics of bourgeois countries,
the United States included, are accurate only within certain limits,
since the initial data are supplied by the capitalists . This especially
applies to wage statistics, which are doctored to favour the "people's
capitalism." propaganda. I shall only examine a few fundamental
questions .

'

The Voice of America gave figures which purported to show that
the wages of 17, million American industrial
now average
7 0-80 dollars a week, which is equivalent to somewhat more than
4 , 000 dollars a year . From this it went on to make the fantastic
assertion that, on the basis of current prices for food, clothing and
footwear , the purchasing power of the dollar exceeds that of 20 rubles .
Therefore, it alle ges, the American industrial worker has an average
annual income of 80, 000 rubles!
1/ For example , the Voic e of America commentator finds that if an
automobile worker earns 98 dollars a week, h i s annual income, given
full employment, is not "about 4, 500 dollars," but 5, 096 dollars. But
he forgets that part of the automobile workers, even if fully employed,
are assigned to the "reserve" every year when the factories are being
adjusted to the production of new models . He forgets that workers are
sometimes forced to strike, and that several weeks every year go in
holidays (and not all workers by far receive pay for holiday time).
He forgets that there is such a thing as sickness, or industrial accidents, or other reasons for the worker not being able to work. One
might , of course, f ind workers who are occupied all the year round,
who never fall sick and never down tools. But it would be unscientific
to base statistical calculations on this assumption, for it is not true of
the great majority of the workers. One therefore cannot arrive at the
annual earnings of the average American worker by multiplying his
weekly wage by the number of weeks in a year . About 4 , 500 dollars is
the real annual wage. To assume continuous employment throughout
the 52 weeks , which gives 5 , 096 dollars, is unreal: continuous allthe-year-round employment is the exceptional case.
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I do not think the Voice of America believes this nonsense itself.
I take it that it is a piece of deliberate demagogy .
It is absolutely unscientific to attempt to determine the purchasing power of a worker's annual income on the basis of the prices of
individual goods. The formation of prices in a country like the United
States, where monopoly capitalism prevails, and in a socialist country
like the Soviet Union is governed by entirely different laws . By com paring the prices of individual goods, one may arrive at any desired
exchange value of the dollar in terms of the ruble .

Let us take a concrete example -- the price of books .
My last book, of which the Voice of America spoke in condemnation, had 57 5 pages and sold, in bound form, at 10 rubles. In the
United States a scientific work of the same size would cost at least
5 dollars . On the basis of these prices, the :ratio of the dollar to the
ruble is 1: 2 . On the other hand , a 200-page detective novel, packed
with sordid incidents and low passions which poison the minds of the
youth and incite them to crime, sells in the United States for 25 cents .
Such corrupting literature is not published in our country at all. But
if we compared the price of decent fiction in our country with that of
crime novels in the United States, the exchange value of the dollar
would be extremely high .
I shall now show how r i diculous is the Voice of America's assertion that the annual income .- of an American industrial worker has a
purchasing power equivalent to that of 80 , OOG rubles .
For a scientific comparison of the purchasing power of the dollar·
and the ruble , the following facts must be taken into consideration.
(a) There is no unemployment in the Soviet Union . . In the United
States , on the other hand , even in the present favourable state of business, there are, according to the official figures nearly 3 million
fully unemployed (exactly, 2 , 834, 000 in March 1956 , as given in
Survey of Current Business , April 1956, p . 11) .
In addition, there

.Y

'.!:_/ This time I shall give precise sources, since the commentator
doubted the accuracy of the figures I cited solely on the grounds
that in some cases the source was not indicated, although they ,
were taken either from offic1al American publications or from
books by American authors .

-llare several milli on part-time workers, many of whom are employed
from 1 to 14 hours weekly , a nd these too should be classed as unemployed.
This difference in the sit uations in the Soviet Union a nd the United States
must be taken into account when comparing w orkers' incomes. The
r esult of this fact i s to reduce the annual earnings of the American working
class by at least 5 per cent . It must also be borne in mind that the present
rate of unemployment i s c ompa rati vely low. In the decade 1931-40 the
official avera ge annua l unemployment figure was 8, 850, ooo.'# In 1933 ,
24 . 9 per cent of all America' s workers wer e unemp loyed. 4/ Can there
be any certainty that unemployment w i ll not assume similar dimensions
in the event of a noth er ec onomic c r i sis i n the United States ?
(b ) The American w orkers l ose a definite part of their annual
i ncome owing to strikes and layoffs. In the year ending February 28,
1956 (according t o data a t my di sposal ) , a monthly average of
358, 000 workers were involved in strikes in support of wage increases;
an average of 2 , 550 , 000 m an- day s were lost
In the Sovie t Union, where t he means of pr oduction are sociallyowned and wh ere the r e are no cap italists to appropri ate the greater
p a r t of the value cre ated b y the w orker s, there i s no such thing as
mass layoffs or s trikes .
(c ) In capitalis t c ountr ies , accordi ng to the findi ngs of bourgeois
economi sts , rent absorb s from 15 t o 25 per cent of the worker's
in c ome . In t he Sovi et Uni o:p_ , rent and public utility c harges (heat,
light, ga s , etc.} are very l ow , amounting to a pproximately 5 per cent
of inc ome , and in m os t cases even less . Thi s fact must a lso be taken
into a cc ount in a ny hone s t scientific c ompa rison of the rea l incomes of
the Ame rican a nd Sovi e t wor ker s .

, J

t

T he Voice of Amer ic a claims tha t 60 per cent of a ll American
f am ilies own th e i r own hom e s . It omits to observe, however, that
in reality the workers 1 " own" homes belong to va r ious financ i al
corporation s . lf, owing to unempl oy me nt cr s ickness , a worker is
unable to make the curre nt p ayment on t he loa n he r e ceived for the
purchase of hi s " own" h ome , it pa sse s int o the possess ion of the
creditor firm, a nd whatev er he has paid hitherto i s not refundable.
Acc or di ng to official fi gures (Federal Reserve Bulletin, February
1956 , p . 157}, outstand in g debt on "one- to four -family houses"
3/ Hi storical St a tis tic s of the United Sta tes, p . 65 .
4/ Statistical Ye arbook of the United Na tions , 1952 , p . 51.
Survey of C urrent Business , April 1956, p . S-13 .
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amounted at the end of 1955 to 88, 700 million dollars . Interest,
insurance and mortgage payments (usually over a period of 30 years)
amount to almost as much as it would cost to rent the house. Such
houses, moreover , are built by the creditors for speculative purposes ,
and by the end of the thirty years , when the worker has at last made
the final payment on the mortgage, they are not worth very much.

t

(d) Higher education, and especially university educati on, in the
United States is very expensive . In order to be able to pay the tuition
fees many students work during their vacations as waiters or at other
unskilled jobs . Not only are there no tuition or examination fees in
the Soviet Union , but all students , if they meet the requirements of
their college or univers1ty, rec eive monthly stipends from the state .
(e) In the United States , medical assistance , hosp1talizahon, medi caments, and health resort and sanatorium treatment are very expens i ve and often beyond the means of the worker . There 1s no general
sickness insurance scheme . In the Soviet Union, all citizens ar e
entitled to free medi c a l service , while places in sanatoriums or a t
health resorts are allocated by the trade unions , and a very wide
range of workers recei ve them either free of charge or with a b i g
rebate.

1

l

An honest sci entific comparison of the incomes of the American
and Soviet workers requires that all these fac tors should be taken
into account. From the annual mcome of 4 , 000 dollars the American
worker is alleged t o be receiv1ng must be deducted taxatwn, loss of
income from unemployment , strikes or mass layoffs , as well as the
d ifference in the cost of rent , educ ati on and medical treatment. Only
then can the wages of the -.Ameri can worker be compared with those
of the Soviet wor ker , and the c ompa rison must be based on the pri ces
of a very wide range of consumer goods , and not only on the prices of
certain items of food and clothing .
Without such a sc1entific a nalysis -- which would obvi ously
requi re the labour not of one but several persons -- it i s i mpossible
to estimate the a vera ge wage of the American worker in terms of
rubles . But to claim tha t it i s equi valent to 80 , 000 rubles a year
is sheer demagogy. So is the assertion that the purchasing power of
the dollar lS e qui:l.ralent t o that of 2 0 rubles.
When trying to prove that "people ' s capitalism" exi sts in the United
States, the Voice of Amenca forgot to advance the demagogic statement
that the military expend1ture of the Soviet Union is much greater than that of
the United States .
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According to official figures, U.S. expenditure for military pur poses C'national security"} in the past few years was as follows:
1952, 42,900 million dollars : 1953, 50,300 million; 1954, 46,500
million; 1955, 41, 200 million.§../ If the dollar were really worth
20 rubles, this would mean that the United States annually spends
800-1000 billion rubles for military purposes! On the other h a nd,
if 20 rubles are worth 1 dollar, the Soviet Union's military expendi ture amounts in terms of dollars to only a small fraction of the
American : 5, 000 million dollars ( 102,
rubles) in 1956.
This example alone shows how absurd the Voice of America's
statistical manipulations are . Yet it is on these manipulations that
nearly all the arguments it brings to prove the pposperity of the
American workers are based.
I cannot here go into the nonsensical arguments the Voice of
America advanced to back its assertion that the American workers
are the real owners of the big factories, and that in the United
States profit is distributed among the workers in the form of wages.
I cited facts to disprove these contentions in my article in New Times.
I showed there that a worker does not become a co-partner of a
factory merely by owning a few of its shares, and that workers'
"participation in profits" is a sheer fiction. I shall only discuss
one other question .
The Voi ce of America claimed that "people's capitalism" in
the United States was giving the workers what the Communists
had been promising for more than thirty years and were far from
providing to this day, namely, full satisfaction of their require ments in food, clothing, homes, etc.
There are two sides to this question which must be examined.
First, the statement that all workers in the United States are
always in a position to satisfy their requirements in food, clothing
and homes is a long way from the truth.

I

According to official data (Survey of Current Business, April
1956, p . S-14), the average weekly wage of a laundry worker in
February this year was 41 dollars. From this sum, the worker has
to pay at least 10 dollars a week for rent, heat and light. To this
must be added the cost of travelling to and from work, taxes and
other regular payments . If the worker has several children, he
can barely keep them in food . And what is the condition of the unemployed worker when the 26 weeks in which he is entitled to the
6/ Federal Reserve Bulletin, April 1956, p. 371.
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allowances expire" What about the millions of Negroes , illegal
Mexican immigrants, and the migrant farm workers? What was the
in the 1939's, when 25 per cent of the workers were totally
unemployed, and of the rest, 25 per c ent were employed only part
time?
The other side of the question i s this. Although there are workers
i n the Soviet Union whose hvmg standard is higher tha n that of the
American worker, I am not prepared to deny that large sections of
the fully employed skilled workers in the United States are as yet
better off than certain categories of the Soviet 1workers.
B'u t why i s this ?

I

'
l

Because the Soviet Union, when it was founded towards the end of
World War I, was econom1cally prostrate; because for m a ny years
after r""it was forced to fight armed intervention and c ounter-revolution;
because World War II agam brought devastation and retarded the Soviet
Union ' s economic development; because it is compelled by the United
States' constant threatening from "positions of strength" to divert no
little part of it s production t o nati onal defence; because the Soviet
Union is developing 1ts productive forces, buildmg huge power stations,
mills , factories , rail and water communications , and drainage and
with a :vu:w to ending the backwardness inherited
from the days of tsarism and repairing the damage caused by the wars ,
so as to overtake a nd outstrip the United States in all spheres.
T he dec1sive factor, however, is the general trend of development , which i s determined by soc ial relationships.
W1th the exception of the war years, the position of the workers
in the SoVlet Uni on has been 1mproving steadily and systematically
from year to year . The s cale of progress is to be me a s ured not only
by statistical data. It i s possibly still more striking when the descriptions of the
the workers and peasants one fmds in the literary
class ic_s of. tsar.ist
-- i n the works o·f. Tolstoy,
and . ·
G6rkJ:' , s ay --are compared wi_th the life of the Sov1et
today.
Such constant and
progress i s out of the question
the United States . F or example, between 1944 and 1949
amount of wages paid by American industry declined 6 pe_r cent, while
prices of consumption 1tems , according t o the official ingex, rqse
35 per cent. Hence, real wage s -dropped 30 per cent 11! this period.'!./

II

Fede ral Reserve

Janu?Yy 1951, p . 75 .
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In the seven years s ince, the real wages of the American
industr ial workers have risen, because the better business situation has enabled them to secure higher pay. But the position of
the working class will undoubtedly deteriorate in the event of an
economic cns1s . As to the working farmers , their s ituation is
steadily going from bad to worse.
I should like to s a y this i n conclusion.

r

Some of the fully employed American
are of course
still better off mater ially than certain categories of Soviet workers .
But "ma n does not live by bread alone . " In all the non-material
spheres of life the Sovi e t worker i s on a much higher level than the
Americ a n . There are ni ne m i lli onaires in the U . S . government;
the government of the Sovi et Uni on consists almost exclusively :Of
former worki ng men . In the United States, factories are autoc r a tically m a n a ged by the c a p italis t di rectors, while the "worker
shareholders" cannot express any opi nion on the matter; i n some
c ases they are not even allowed to attend the annual general meeti ngs of share h older s. In the Sovi et Union, factor ies managed by
former workers are a common t h i ng. The workers have a direct
share i n t he runni ng of th e ir facto ries . In the United States, the
public has no in terest i n what the w orkers do; they are just nameless "ha nds . " In t he Soviet Un i on , physical, as well as mental,
labour i s h e l d in respect a nd honour, is conside:eed a m a tter of
v a lour . Di s tingui shed w or kers are known to the whole country, their
portraits a re published in newspa pers a nd magazines , thei r achieve ments a re h onoured and r e warded. All f i elds of government a dministr ation, s cienc e a nd a r t are open to every worker who has the necess a ry a b ility .
Under the "people ' s c a p it alism" of t h e United States , the
worker rema ins wh at he was -- a slave of capitalism. The
worker i n t h e Soviet Uni on i s a free indi v i dua l.

